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lending”.

Check-cashing outlets, money transmitters, car title lenders, payday loan stores,
pawnshops, and rent-to-own stores are all considered AFS providers. However, many
of the products and services they provide are not “alternative”; rather, they are the same
as or similar to those offered by banks. AFS also sometimes refers to financial products
delivered outside brick-and-mortar bank branches or storefronts through alternative
channels, such as the Internet, financial services kiosks, and mobile phones. Because
of the large size of the AFS sector, some banks use less traditional products, services,
and distribution methods to target new customers, particularly among un-banked and
under-banked households.

Alternative financial services or predatory lending takes many forms. For example,
predatory lending includes abusive lending practices that result in equity stripping,
inability to repay and foreclosures. Many times predatory lending targets low-income
and/or minority homeowners who cannot (or think they cannot) get financing from
lenders that are not predatory.

Many check-cashing outlets and other companies are now offering “payday loans”
which go by a variety of names: “check advance loans,” “postdated check loans,”
“delayed deposit loans” or “deferred presentment loans.” While they have many names,
they all have the same predatory result. Typically, the consumers write personal checks
payable to the lender for a future date when they are due to repay the loan, which is
generally their next payday.

A recent AARP survey found that 19% of persons 50-64 years old had cashed a check
at a check cashing outlet. The Center for Responsible Lending reported:

v' Sixteen percent of overdraft loan users account for 71 percent of fee-based
overdraft loan fees.

v Repeat users are more often low-income, single, nonwhite renters.

v Repeat users are in effect using the overdraft loans as an expensive substitute for
a line-of-credit, and are paying fees that can be as costly as payday loans.

The cost for this “convenience” or “helping you out” loans can be extremely high. The
“fee” being paid is really interest. In some states, a company can charge a maximum of
$15 on a $10 loan for a two-week period, which, when considered over time, calculates
to a 390% annual percentage rate (APR). Often, borrowing $500 results in $75 in fees
and interest. As noted in the earlier section, such extremely high rates are part of the
definition of what makes a loan predatory.
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increasingly more active locally. The market share of national corporations is growing
yearly. Previous lending studies undertaken by the consultant reveal that these national
lenders often place an emphasis on less risky loans such as refinancing and home
improvement. Historically, when lenders “target market” their mortgage lending activity
to limited segments of the market, minority and low-moderate income borrowers have
less opportunity for home purchase.

This project does not examine all lending issues as they relate to performance and
service. Issues such as: comparison of loan terms and conditions; patterns of branch
openings and closings; and, record of investment in community development projects
fall outside the scope of the HMIDA database. However, this analysis does consider
race, racial population, applicant income, and income.

This analysis should not be used to determine or identify discriminatory practices by
individual lenders. It should be used as a tool to determine only the lending performance
of lenders in the specific area based on HMDA data. Unregulated lenders who are not
required $o submit HMDA reports are not monitored and have not been included in this
analysis.

5.4 Analysis

The focus of this report is on all applications (all types and purpose) and on
Conventional Home Purchase applications, originations and denials. A brief discussion
is included on Conventional Refinancing also. As noted above, the Federal Financial
Institutions Examination Council’s (FFIEC) HMDA data is compiled giving information
based on MSA, County and Tracts. However, not all data are available for all
geographies. Information, in all of the tables related to lending throughout this analysis,
is compiled from the HMDA unless otherwise noted.

In order to give the reader all data used in developing sections of this report reference
tables are included in the Appendices. HMDA data includes data for White and Black
applications in the County. Data is also reported for Hispanic, American Indian, Asian
and Other Race borrowers. The data is often small, less than 3% of the total mortgage
activity, and on which we have performed no analysis.

Tables report data for income and applicant income based on median household
income; low-moderate income; middle income; and, upper income. These categories
are defined according to U.S. Department of Housing and Urban Development (HUD)
criteria as follows:

! List of lenders for Preble County MSA, FFIEC HMDA Data Reports 2004
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dwellings advertised are available on an equal opportunity basis. In addition, telephone
numbers for local fair housing organizations or agencies which home seekers may call
for information if they feel that they have been the victim of housing discrimination
should be included in the publisher’s notice.

In conjunction to the above disclaimer, all advertising for housing, including lending,
should include the “Equal Housing Opportunity” slogan or logo according to HUD
regulations. The logo is to be placed in all advertising that is larger than two (2) column
inches and it should be legible.

Finally, the use of human models in real estate related advertising are regulated by
HUD. Frequently, display advertising will include photos or drawings. Often, such
advertising will depict persons enjoying the amenities of the complex or the
neighborhood to make the housing seem appealing to potential home seekers. It is only
common sense that a message may be sent by the race, sex, age or family status of the
persons in the advertisements.

It is defined that "models should be clearly definable as reasonably representing
majority and minority groups...". If models are used in photographs, drawings or other
graphic techniques, they should "indicate to the general public that the housing is...
(available)... to all without regard to race, color, religion, disability, familial status or
national origin and is not for the exclusive use of one such group.” However, one of the
changes that has been seen since the fair housing advertising guidelines went into
effect has been the decreasing number of these types of ads by REALTORS®,
landlords, management companies and rental complexes.

While federal law prohibits any form of discrimination based upon race, color, religion,
sex, handicap, familial status and national origin, the use of word, phrases and symbols
to convey either overt or tacit discriminatory preferences or limitations are also
prohibited. As a publisher or advertiser, it is important that you understand that the law
prohibits not only advertisements that express a preference against certain home
seekers (e.g., no children, no Blacks) but also those that express a preference for
particular types of persons (e.g., Jewish tenants sought, ideal for female tenant). Both
types of advertisements may indicate a “preference, limitation or discrimination based
on” a protected class and thus violate the law.

6.2  Analysis of advertising

In order to ascertain whether advertising in Preble County and Preble County area
deviates from the statutory and regulatory language of the FHAA, a representative
sampling of editions of The Register Herald, Dayton Daily News, Craigslist and the
electronic classifieds of the aforementioned newspapers with over 75 ads offered by
providers of available housing information were surveyed to determine whether

discriminatory practices were evident.
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