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. May' 30, 2002 .

To Whom It May Concern;

As'a member of the National Commumnr Remvestment Coa]:t:on, the .

© " Chicago Commumiity Loan Find (CCLF) strongly supports the proposed

changes to the Office of Thrift Supervision’s regulation. m:lp!ementmg the .

. Altéemative Mortgage Transaction Parity Act (AMTPA). CCLF has been -
" . involved in- combating predatory lending for several years, We have |

repeatedly scen- instances in which unscrupulous lending institutions have . -

used prepayment peralties to trap borrowers in abusive loans. Borrowers

have also faced siff late fees associated with abuisive loans. The - current
AMTPA’ regulations have facilitated the pmhferahon of prepayment '

penaltles and late fees in predatory loans.

: AMTPA has outlwed its’ usefulnus Congress passed AMTPA in 1982

' dunng a hxgh interest rate environment in’ order to provide’ state-charte:ed-_'.

institutions the ability to offer adjustable rate inortgages (ARM) and other - ‘
- ‘altemnative mortgages. At:that time, many: states had outlawed ARMSs. - .-
© Chalr ~
‘' predecassor agency) and the OTS granted state-chartered thrifts and non-". -

From 1983 to 1996, the Federal Home Loan Bank Boards (the OTS’

depository institutions precmption. under AMTPA ' from state law on
alternative mortgages so thar they could offer ARMs. Dunng this time
period, however, the Bank Board and the OTS did not allow instititions to,

- precmpt ‘statc law. on alternative, mortgages that' limited prepayment .
‘'penaltics and late fees. In 1996, the OTS inexplicably reversed course and -
allowed institutions to prcempt state limits regarding prepaymmt penalnes :

.and late fees on altemative mongages.

, "I‘lns smgle cbange in the OTS rcg‘ulatmns dunng 1996 s:mﬁcantly" -
| .'conttﬂbuted to the dramatic increase in predatory lending: of the last few -
© years. Nnn-depns:tory institutions.and mortgage companies that were .
' . state-chartered applied prepayment penalties at such a high rite that the
* great majority of sub- prime borrowers (sbout 8O parcent) now have -

prepayment penalties. In contrast, only 2 percent of prime borrowers have
prepayment pehalties on -their loans according fo Standard and- Poor's.
" This huge difference in the application of prepayment penalties suggests
that pwepayment penaltws ‘trap sub. prime bomwers into’ abusive loans,
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ar Yy a prepaym penames as
'a means of Jowering their i Interest rﬂtes

'l'hc OTS correctly notes in its proposal that prepayment penalties and late -
fees are not integral elements of alternative mortgags The OTS also
reports that a.ll states but one now allow ARMs, meaning that AMTPA i is
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fot Jonger heeded. Instead, predatory lenders are uslng AM’I'PA and the
" existing OTS regulations to cvade state law on alternative mortgages and R
prey upon unsuspecting and valnerable  borrowets. CCLF. canndt’’ R
emphasize enough how urgent it is to remove AMTPA'S preemption nf PRI :
‘state. hmﬂs regardmg - prepayment penalhes and late fees on alternahve e :

CCLF’ “notes that “the OTS could have made its propnsal stronger The

AMTPA " statute provides OTS .with the discretion to prescribe. genail .
. limits on Toan terms and conditions. The OTS could have idopted a twn-
year Timitation on prepayment - penalties -for- the elternative: mortgages .
, issued by all the institutions it regulates including federally charted thnﬁs, ! . A
state-chartered thrifis and non depository. institutions. . The- ln:mtnﬂon :
" would also stipulate the maximum amount of the’ prepayment penalty st .
.one percent of the logn amount. Currently, victims -of. predatory leodmg
_ are confronted with paying about five pe:rcent of hlgher of the loan mount

. BS a prepayment pmalty

: 'CCLF believes that lnmtmg prepayment penaluec across the board would-
"have achieved a greater degree of uniformity in the regulatory ﬁ-mcwork'- P I
- for- different institutions. *If the OTS does. not adopt & more! prescnphve W LR

appmach, CCLF strongly urges the OTS to stick ‘with its proposal and tn' Y
res:stmdustry eanstoweaken 1t.sproposedregulatoxyd1anges TR el see e oo

_We applaud the OTS for propomng this change to the AMTPA regulauon"""-"_._ ' P
and ask the OTS to implement this change as qmckly as POsSl'ble aﬂer m L
: close ot‘ the pubhc comment period. REPEE
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