
June 18.2002 

chiofcounsel’s c3Bic.e 
Office of Thlift supervision 
1700 G Streat, NW 
Washington DC 20552 

Attention: Docket No. 2W2-17 

To whom It May Concern: 

As a client of the Miami Valley pair Housing Center, Inc. (MVFHC), I strongly support 
the proposed changes to the Offle of Thrift Supervision’s regulations implementing the 
Alternative Mortgage Transaction Parity Act (AMTPA). The Miami Valley Pair 
Housing Center, haa been involved in combating predatory lending fat several years. 
MVPHC stafFhas repeatedly seen instances in which unscrupulous lending iostitutions 
have used prepayment panalties to trap borrowers in abusive loana. Bormwers have also 
faced stiff late fees associated with abusive loans. The current AMTPA regulations have 
facilitated the proliferation ofprepayment penalties and late fees in predatory loans. 

AMTPA has outlived its usefulnees. Congress passed AMTPA iu 1982 during a high 
intorest rate envimmnant in o&r to provide state-chartered institutions the ability to 
offer adjustable rata mortgages (ARMS) and other altematiw mortgages. At that time, 
many states had outlawed ARMS. Prom 1983 to 1996, the Rdaal Home Loan Bank 
Board (the OTS’ predecessor agenoy) and the OTS gmuti stat~tcrcd thrifts and 
non-depository institutions preemption under AMTPA from state law on alternativa 
mortgagesso that they could offer AR&. During this tima period, however, the Bank 
Board and the ‘OTS did,not allow institutions tc preempt state law on alternative 
mortgages that hniited prepayment penalties and late fees. Iu 1996, the OTS 
iqxplicably mversed course and allowed institutions to preempt state limits regarding 
prepayment perialtles and late fees on cabnative mortgages. 

This situ& ,ohange in tbe OTS regulations during 1996 significantly contributed to the 
dramatio increase in predatory lending of the last few years. Non-depository institutiona 

&mlied prepayment penalties at such a 
high rate that the groat majority of subprime borrowers (about 80 porcent) now have 
prepayment penalties. In contrast, only 2 pement of prime borrowers have prepayment 
penalties on their loans accotding to Standard snd Poor’s. This huge difference in the 
application of prepayment penalties suggests that prepayment penalties trap subprime 
borrowers into al&w loans, sod that subprlme bonowers do not freely accept 
prepayment pcnaltiss as a means of lowaring thair interest rates. 



In my community, the Dayton, Ohio area, there are currently two (2) mitmity zip codes 
(45406 and 45407) whore at lesst ono out of every four houses is currently u&x 
&eclosure. Based on research conducted by iho Fair Housing Center, WC know that 
abusive subprhne and predatory Iuuiing contrllte largely to this unbelievably high rate 
of foreclosures. Pmpayment penalties are a big part of the problem ofpredatory lending 
mmyatWL 

The OTS correctly notes in its proposal that prepayment penalties and late fees are not 
integral elements of alternative mortgages. The OTS also reports that all states but one 
now allow ARMa, meaning that AMTPA is no longer needed. Instead, predatory lenders 
are using AMTPA snd tho existing OTS regulations to evado stat0 law on altemative 
mortgages and prey upon unmsp&ing snd vulnerable borrowers. I cannot emphasize 
enough how urgmtt it is to remove AMTPA’s preemption of stato limits regarding 
prepayment penalties and late fees on alternative mortgages. 

I do note that the OTS could have made its proposal strongev. Tho AMTPA statute 
provides OTS with the discretion to prescribe general limits on loan terms and 
conditions. Tho OTS could have adopted a two-year limitation on prepayment pdtb 
for the altemative mortgages issued by all the institutions it regulates including fedemily 
chartered thrifts, state-chattered tbritls and non-depository institutions. The limitation 
would also stipulate the maximum amount of the prepayment penalty at one percent of 
the loan amount. Cmrently, victims of pm&tory hsxling arc confmnted with paying 
about 5 percent or higher of the loan amount as a pmpaymont penalty. 

Tbe Miami Valley Fair Housing Center believes that limiting prepayment penalties 
across the board would have achieved a greater degree of uniformity in the regulatory 
fkameworlr for differeut institutions. If the OTS does not adopt a more prescriptive 
approach, I strongly urge the OTS to stick with its proposal and to resist industry cslls to 
weaken its proposed regulatory changes. 

I applaud the OTS for proposing this chsngo to their AMTPA regulations and ask the 
OTS to implement this change as quiolcly as possiblo after the close of the public 
comment period. 

cc: 

Miami Valley Fair Homiq Center, ho. 


