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‘ MIAMI VALLEY Man-d Valley Fair Houslng Center, Inc, 

21.23 East Babbitt Street 

Dayton, OH 45405-4966 

937-223-6035 l Fax 937-223-6279 

FAIR HOUSING Jk-n McCarthy, Executive Dlrector 

June IS,2002 

Chief CoImsd’s office 
Of&e 0fTbrifl Supervision 
1700 G street, NW 
Washington, DC 20552 

Attention: DockctNo. 200217 

To Whom It May Concern: 

Aa a board member ofthe Miami Valley Fair Housing Center, Inc. (MVFHC), I strongly support the 
proposed changes to the Offkc of Thrift Supexvision’s qulations implementing the Altzrnatke. 
Mortgage Transaction Pari@ Act (AMTPA). The Miami Valley Fair Housing Center, Inc. has been 
involved in investigating and combating predatory lending for several years. MVPHC staff has 
repeatedly seen instances in which unscrupulous lending institutions have used prepayment penalties tc 
trap borrowers in abusive loans. Borrowers have also faced stiff late. fees associated with abusive loans. 
The current AMTPA regulations have facilitated the prolifemtion of prepayment penalties and late fees in 
predatory loans. 

AMTPA has outlived ita usefol~~~r. Congress passed AMTPA in 1982 during a bigb interest rate 
environment in order to provide state&artered institu!kns the ability to offer adjustable rate mortgages 
(ARMS) and other alternative mortgages. At that time, many states had outlad ARMS. From 1983 to 
1996, the Federal Home Loan Bank Board (the OTS’ predecessor agency) and the OTS granted state- 
chanerrd tifts and non-deposi~ory in~timdons preemption under AMTPA &om state law on alternative: 
mortgages so that they could offer ARMS. During this time pi04 hownrer, the Bank Board and the 
OTS did not allow institutions to preempt state law on alternative mortgages that limited prepayment 
penalties and late fees. Jn 1996, the OTS inexplicably revxrsed coume and allowed institutions to preempt 
state limits regarding prepayment penalties and late fees on alternative mortgages. 

This single cbangc in the OTS regulations during 1996 signifWantly contributed to the dramatic increase 
in predatory lending of the last few years. Nondepository institutions and mortgage companies that were 
state-chartered applied prcpaytncnt penalties at such a high rate that the great majority of subprime 

borrowers have prepayment penalties on their loans according to Standard and Poor’s, This huge 
difference in the application of prepayment penalties suggests tbat prepayment penalties tmp subprime 
borrowers into abusive loans, and that subprime borrowers do not tkely accrpt Prepayment penalties as a 
means of lowering their interest rates. 

Since January 2001, we have spent more than $850,000.00 of local funding addressing the epidemic 
problem of pradatory mortgage lending in om community. Cmrently the MVFHC staff has mora than 
100 open meritorious cases involving allegations of abusive subprima lending and predatory lending. 
However this problem continues tc grow in our area. 
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The OTS correctly notes in its proposal that prepayment penalties and late fees are not integral clementa 
of alternative mortgages. The OTS also reports that all states but one now allow ARMS, meaning that 
AMTPA is IID longex needed. Instead, predatory lenders are using AMTFA and tbe existing OTS 
regulations to evade state lnw on alternative mortgagw and prey upon unsuspecting and voloaable 
borrowers. I cmot en&asize enough how orgent it is to remove AMTFA’s pmemption of state limits 
regarding ptxpayment pemdties and late fees on &mative mortgages. 

I do note that the OTS could have ma& its proposal stronger. The AMTFA statute provides OTS with 
the discretion to pxwoxibc general limits on loan lams and conditions. The OTS could have adopted a 
twa-year limitation on prepayment penalties for the altemative mortgages iraued by all the inatitutiona it 
regulates including federally cbmtered tbri& state-chartered thrifts and non-depositozy institutions. The 
limitation would also stipulate the rnaximmn amount of the prepayment penalty at one percent of the loan 
amount. Cwently, victima of predatory leoding are ooniixmted with paying about 5 pacent or higher of 
the loan amount as a prepayment penalty. 

. 

The Miami Valley Fair Housing Center believes that limitig prepayment penalties aoroaa the board 
would have achieved a greater degree of uniformity in tbe regulatory &ameworlc for different institutims. 
Ifthe OTS does not adopt a more prescriptive approach, the Miami Valley Fair Housiog Center, atroogly 
urges the OTS to stick $b its proposal and to resist industry calls to we&o its proposed regulatory 
changes. 

We applaud the OTS for proposing this change to their AMl’FA regulations and ask the OTS to 
implement this change as quickly as possible after the close of the public comment period. 

Sincerely, 

Dean Lovelacs, Board Member 
Miami Valley Fair Housing Center, Itw. 
21-23 East Babbitt Street 
Dayton, OH 45405 

CC: 

Natiooal Fair Housing Alliance 
National Commum~ hinvesmmt l;OrU’tim 1 


