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Vermont Mortgage Bankers Assn.
12 North Main St.
St. Albans, VT  05478
February 12, 2009
Senator Patrick Leahy   (Note – same letter sent to Senator Sanders and Congressman Welch)
433 Russell Senate Office Building 

Washington DC 20510
VIA EMAIL: senator_leahy@leahy.senate.gov
Dear Senator Leahy:
This letter is on behalf of the Vermont Mortgage Bankers Association, a professional membership association representing the Vermont mortgage lending industry.  Our membership includes Vermont banks, credit unions, licensed lenders, brokers and other affiliates who provide support services to the Vermont real estate market.  We are writing to express serious concern over excessive fees being charged typical Vermont borrowers who are trying to purchase or refinance their homes.

As you know the secondary mortgage market, Freddie Mac and Fannie Mae provide essential liquidity to the mortgage market that enables lenders to give long term, low interest rate loans to finance homes.  Faced with serious credit losses in some markets, significant fees have been added as “Adverse Market Delivery Charges, or Loan Level Pricing Adjustments”.  These fees have been painfully high for a typical home borrower for some time, but now they are going significantly higher for nearly everyone except for the very highest credit score tier (generally scores over 740).  Borrowers are literally walking away from purchase and refinance transactions because they are unable to pay thousands of dollars in additional fees. 
Below is a typical example, one of our members reported of what this really costs our borrowers;
An average couple wants to buy their first home and needs to borrow $150,000 to buy a home with 5% down.  They have a credit score of 675 (add 1.75 points in delivery fee), the property is a condo (add .75 points in delivery fee).  In this example we must add “Delivery” fees of $3,750 extra to their normal closing costs of approximately $3,500, plus their down payment of nearly $8,000.  In many cases the borrowers find it simply impossible to come up with the extra fees.
Many other borrowers are trying to take advantage of the current low interest rates with a refinance, and they face similar significant Delivery Fees, often making it impossible for us to help them out.  An example is outlined below:

A Vermonter with good equity in their home, requests an 80% LTV refinance of just the mortgage with no cash-out, (rate & term refi only) with a loan amount of $200,000.  The borrower’s credit score is 679 and the Loan Level Price Adjustment would be 2.50%, or $5,000.00 Delivery Fee.  Again, this is over and above the normal closing costs.   
In addition to the excessive fees being added to nearly every loan delivered to the Secondary Market, the credit standards have tightened to an extent that is strangling the market.  We could write a book about this issue, but perhaps a recent communication can sum up the impact on our Vermont market best.   Pasted below is an email from a Vermont REALTOR, who clearly expresses her frustration over the impact the tightened standards are having with the sale of property;

Please help us out.... I have been selling real estate in Vermont for almost 28 years and the lending guidelines have just tightened to the point that it will virtually freeze our housing market.  Freddie Mac and Fannie Mae now have guidelines for new construction (condos) that require a project to be 100% complete before they'll lend money.  This would be suicide for any developer in this economy.  They also require that the builder/developer own no more than 10% of the project.  Now how is this possible, to both build out a project 100% and not own 10% of it?  I can't come up with a solution.

 We are trying to build affordable housing and if the new development does not meet the aforementioned criteria, the buyer must come up with 20% down.  How is this possible for first time home buyers and those looking to invest in affordable housing?
   Please look into this and help us out..... Thank you.....K

We would love the opportunity to speak with you further about the challenges we see every day in trying to help Vermonters with their home mortgage financing.  Vermont mortgage bankers are proud of their record of responsible mortgage lending.  We take pride in consistently ranking as one of the lowest for foreclosures and delinquencies in the U.S., with statistics at less than half the average for the entire country.  
While the majority of the serious mortgage issues are centralized in seven states, unfortunately the whiplash credit tightening standards have been implemented across all markets, regardless of our credit track record and stability of our real estate market values.  

The simple solution to this crisis would be to assess fees only where loans have performed poorly, and reward those regions where lenders have a proven track record of properly originating, underwriting and delivering good loans to the markets.  
The Vermont Mortgage Bankers Association (VMBA) is a statewide organization with a primary mission to educate Mortgage Lenders and other professionals involved in real estate finance.  The VMBA encourages sound and ethical business practices, and promotes the welfare of the mortgage lending industry in the State of Vermont.

We look forward to hearing from you.

Very truly yours;

Diane M Smith

Kathy Simanskas

Marilyn Morin Roberts
Diane M. Smith

Kathy Simanskas


Marilyn Morin Roberts
Executive Director


President & Co-chair Legislative Committee

Board Member & Co-chair Legislative Committee
Cc: Chris Rice, MacLean, Meehan & Rice









