
. 
. 

JUSTINE PETERSEN HOUSING & REINVESTMENT CORPORATION 
Helping families invest in their tomorrow.. &day. 

June 17,2002 

Regulations Cottune& 
Chief Counsel’s Office 
Office of Thrifi Supervision 
1700 G Street, NW 
Washington, D.C. 20552 

Attention: Dock& No. 2002-17 

To whom It May Concern: 

As the Executive Director of Justine Petersen Housing & Reinvestment Corporation 
(JPHRC), a housing counseling, lending and low-income family advocacy organization, and as a 
member of the National Community Reinvestment Coalition (NCRC), I am writing to strongly 
support the proposed changes to the Office of Thrift Super&ion’s regulations regarding the 
Alternative Mortgage Transaction Parity Act (AMTPA). The current AMTPA regulations have 
fostered anti-consumer practices in the form of insidious prepayment penalties and late fees to 
uninformed low-income families. My staff and I frequently have oppmhmitks to assist families 
to refinance loans wherein they most contend with large prepayment penalties !kom lendem who 
prey them because of their lack of knowledge and experience in the financial world. I am 
hopeful that the OTS will reverse it most bizarre 1996 ruling that makes such oppommitias 
available to independent mortgage companies. 

Simply put, AMTPA has outlived its usefulness. In the early 1980’s when intcrast rates 
were high, creating an adjustable rate mortgage product (ARM) assisted the public and the 
economy. ‘lie OTS and the Federal Home Loan Bank Board at that time did not aIlow 
institutions to preempt state law on alternative mortgages that limited prepayment penalties and 
late fees. That policy chsnged in 1996 when tbe OTS reversed coume and allowed institutions to 
preempt state limits related to prepayment penalties and late fees on alternative mortgages. 

This 1996 change in the OTS regulations has contributed to the sub-prime mortgage 
market requiring prepayment pcnalties corn a large majority of its borrowers - over seventy 
percent according to some sources. This compares to less than five percent of prime borrowers 
who must pay a prepayment penalty. Because of the application of the prepayment penalty, the 
sub-prime market is abusing consumers who want to refkance to lower rates. It is a policy tbat 
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Prepayment penalties and late fees are not integral elements of alternative mortgages, BS 
the OTS correctly notes in its proposal. The OTS also reports that all states but one now allow 
ARM’s, suggesting that AMTPA is antiquated and has outlived its usefulness. predatory lenders 
are using AMTPA to evade state law on alternative mortgages so they can pray on vulnerable 
borrowers. 
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