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Attention: Do&t No. 2002-17 

To Whom It May Concem: 

As a board member of the Miami Valley Pair Housing Center, Inc. (MVFHC), I strongly support the 
proposed changes to the Office of Thrift Supervisiou’s regulatious imPkmeutiug the Alternative 
Mortgage Trausaction Parity Act (AMTPA). The Miami Valley Fair Housing Center, Inc. has beeu 
involved in investigating and combating predakxy lendiug for several years. MVFHC staff has 
repeatedly seeu instances in which unscrupulous leuding institutions have used prepayment penalties to 
tip borrowers in abusive loans. Borrowem have also faced stiff late fees associated with abusive loans. 
The current AMTPA regulations have facilitated the pmliferakiou of prepayment penalties and late fees in 
predatory loans. 

AMTPA has outlived ib usefulness. Conareas wssed AMTPA in 1982 durine a hieh interest rate 

(ARMS) and other &e&,tiva mottgages. 
1996, the Federal Home Loan BankBoard (the OTS’ predecessor agency) and the OTS granted state- 
chartered thrifts and nou-dcpository institutions preemption under AMTPA f?um stata law on alternative 
mortgages so that they could offer ARMS. During this time paiod, however, the Bank Board and the 
OTS did not allow institutions to pt state law on altemative mortgages that limited prepayment 
penalties and late fees. In 1996, the OTS inexplicably reversed course and allowed institutious to preempt 
state limits regardiug prepayment penalties and late fees on altemative mortgages. 

This single change in the OTS regulations during lY96 sigoificantly contributed to the dramatic increase 
in predatory lending of the last few years. Nou-depoaitory institutions and mortgage compaoics that were 
stetc-ohartered applied prepaymeut peualties at such a high rate that the great majority of subprime 
bormwcm (about 85jGE&) now have prepayment penames. m couua.91 onrp 2 m 
borrowers have prepayment penalties on their loans according to Stan& and Poor%. This huge 
difference in the application of prepayment peualtics suggests that prepayment penalties trap subprime 
borrowers iuto abusive loans, and that subprime borrowers do not freely accept prepay-m& penaltics as a 
means of loweriug their intcrcat rates. 

Since January 2001, we have spent more then %850,000.00 of local funding addressing the epidemic 
problem ofpredatoxy mortgage lending in our comuum ity. Currently the MVEIC ataffhas more than 
100 opeo meritorious cases involving allegations of abusive subprime Ieudiug and predatory Ieuding. 
However this problem continues tn grow in our aren. 

EQUAL OPPORTUNITY SPECIALISTS 
-..-.._.. -...- .......^-____._.II..r.~“r_ 



’ m/18/2882 -a2:m 9372236279 MV FbIR HSG CTR K4tit kl3 

The OTS comctly notes in its proposal that prcpaymmt penalties and late fees are not integral elements 
of alternative mortgages. The OTS also reports that all states but one now allow ARMS, meaning that 
AMTPA b no longer needed. In&ad, predatory lenders arc using AMTPA and the existing OTS 
regulations to evade state law on altcmative mortgages and prey upon unsuspecting and vulnerable 
borrowm-s. I cannot emphasize eoough how urgent it is to remove AMTF’A’s pn%mption of state limits 
regarding prepayment penalties and late fess oo sltcmative mortgages. 

I do note that the OTS could have made its proposal stronger. The AMI’PA statute provides OTS with 
the discretion to prescribe general limits on loan terms and oonditior~s. The OTS could have adopted a 
two-year limitation on prepayment penalties for the alter&iv4 mortgages issued by all the institutions it 
regulates including federally chartered tlwi%, sta~bartered &rifts and non-depositiry institutions. The 
limitation would also stipulate the msximum amount ofthe prepayment penalty at one percent of the loan 
amount. Currently, victims of predatory lending arc contited with paying about 5 percent or higher of 
the loan amount as a prepayment penalty. 

The Miami Valley Fair Housing Center believes that limiting prepayment penalties across the board 
would have aOhicved a greater degree of oniformity in the regulatory framework for diffamt institutions. 
If the OTS does not adopt a morx prescriptive approach, the Miami Valley Fair Housing Centex, s@ongly 
urges the OTS to stick with its proposal and to resist industry calls to weaken its proposed regulatory 
changes. 

We applaud the OTS for proposing this change to their AMTPA regulations and ask the OTS to 
implement this change as quickly as possible ati the close of the public comment period. 

cc: 

National Fair Housing Alliance 
National Commuoity Reinvestment Coalition 


