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,-A hasoutlivcd its us+ness. Cqress p&g A&A in 1982 du& ahigh in&&rate. 
,cnvironment iu +lex to provide qtbe-chart&d in&u* theability to offer adjustable rate 
*&ages (w) and otlyr alter&~ mort&~es. At tlqt time. ma@ states hrid o~&wcd .., 
‘ARMS. Fpn 1983 to 1996, the Federal Home Lo&Bank Bb+d (the ~~~~~~predec&or a&ray) 
and the OTS granted state_ohartered thrifts +$ no@epd$ory institut@~,pr~&nder 
AI&$?A from stste law on alternative mortg&ge~ so ‘that they’could offer ARMS. D@g.t&is tk’ne 
period, hoycvq, the Bank Board and tRe QT$’ d$l not allow ikt$Wioq to p+ppt st@ law pn 
altimative moitgagei that,limited prep&$&t pen&ica,&dIate &es,In 1996. t& OTS “. ” 
i&&cabl~ &verse+ourse irnd allow& insti&io& tb p&en@ state l&its regarding &epaym&t 
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suggests +at prepayment pcoaltiks trap subpritne borrowers into abusive loans, and *at, subprime 
borrowers do not fhely accept prepay&M penalties as a mepns of low@ng their interest rates. 

One forme,: client qf ours was talked into a loqn that h?d suhs~a~tia! p~ep,~~t~ees imd up 
frontpay&.nt.:9. AaWiana[ly ihe I@n did not proy@ie an escrowpclyment tha? would 
accumulated her kwbl raxes and i&ancPpqyments:. ‘&e did ‘not under.drond that she would 
& to pay the razes and inskak’herself: independent of fk r&dar monthly payments, until 
ihey were due. ,,: I. ‘i ! .‘, ., : 

TJ&ClTs correctly notes iu its propod that p&a-t &altics and, late fees rir6 pot integral 
clam&s of++ mortgages Thy OTS also kporta that aWs$a!eS but one xuy allow ARMS, 
maa&@+t AMTPAk no longcinac&d.‘Iy+d,~~dato~ lendeqemusing A a+ $6 
e$is* ~OTS,~,ycgulatiops to ev+ state 18” qfk ajternat+ mortgages and prey upi3n uosuspe+og ~ 
and vulperab& k+~rrower$ F, Fan&t.~& &high Mw urgent it i$to remove AMTPA’s 
~empti+of &atc hits regardink prepayment penaliies and la& fees.o~a&&ve m+gages. 
: ,,.. . 

: 5, 
Qm Equity Invashn;ti~ Tnc. *notes that ihe.OTS,could have m@ts proposal strhga. 
‘J-k AM’lVA statut;: prov+ CJp .&$I the, d&&e+ t$ $rcscr+e ge.rnxal :iimiks o’n I++@ . 

and, 6o~&o&.‘,X@ QTShwld $a~ @pted a’+- yearlimit+&u+pmpaymer4yIqQen+sfor 
~Ibcf&e.rna?i~, x+tga8e~iqed 3 ~~+e.tititutio,ps it ‘re&akt ++hng &+$ly &art*, 

,, ,, 
, , 

thriff s,! stii+3i&erc~ thri% ahd ndn_depo’$ocy in@utiona. llie lm$athn coul++o stipu,Jate 
the makimum amount ,of the prepayment, penal+ at Ona pe&mt of &. lo&~ amount;, *tly, 
vi&& !O?predatory hdii are~dhnted .&&paying &out 5 ‘jxn2-h or higher of the. loan 
am&t&a+&i~pqalty.: ‘, I.. 

” ., 
We believe that limiting prqpayk+ pen&is acI0s.s the boanl w&d have achieved a greater 
.deglm of Lihih&‘m’k’E*t6csulatd*y fiqwAb+ for. $iE+$institutiong. Ifthe C.YT.S,doas sot 
adopt a njore ,pre@ptiw,approa& Cw StiorigJy urges t.& ,OT$ to &k w$b its pr~posal;&&~~,. ?.. 
resist ikdustry calls to3veaken its prop.ycd n+la~ory changes. 

~Wc’applaudthe sing tl$$ ch+e to their A.GTqA reghtions and ask&e fYl?ikt*: ,, 
~ihrthe close ~fthepubliceo~ p+oa ’ .I s ,,, 
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