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June 18,2002 

Chief Counsel’s Office 
Offioe 0fTlnitI Supervision 
1700 a streetr NW 
wasbington, DC 20552 

Attention: Docket No. 2002-17 

To Whom It May Conccm: 

As a board member of the Miami Valley Fair Housing Center, Inc. (MWBC), I strongly support the 
proposed changes to the Office of Thrift Supervision’s regulations implementing the A.kemative 
Mortgage Transaction Parity Act (AMTPA). ‘ITIC Miami Valley Fair Housing Center, Enc. baa been 
involved in investigating and combaun8 predatory lending for several pars. MWIiC staff has 
repcatodly seen instances in which unscrupulous lending institutions have used prepayment penalties to 
trap borrowers in abusive loans. Borrowers bave also faced stiff late fees associated with abusive loans. 
The cm-rent AMTE’A regulations have facilitated me proliferation of prepayment penalties and late fees in 
predatory loans. 

AMTPA has outlived its usefulness. Congress passed AMTPA in 1982 during s high interest rote 
tmimmmt in order to provide state-&wed ibitutions the ability to offer adjustable rate mort@qes 
(ARMS) and other alternative mortgages. At that time, msny states had outlawed ARMS. From 1983 to 
1996, the Federal Home Loan Bank Board (the OTS’ predecessor agmoy) and the OTS,grantcd state- 
cbar-tered tb&s and non-depository institutions preemption under AMTPA from state law on alternative 
mortgages so that they could off= ARM.% During this time period, bowcva, tbc Bank Board and the 
OTS did not allow institutions to preempt state law on aluanativa mortgages tbat limited prepayment 
penalties and late fees. In 1996, the OTS jnexplioably reversed course and allowed institutions to preempt 
state limits regarding prepayment penalties and late fees on alternative mortgages. 

This single obange in the OTS regulations during 1996 significantly contributed to tbe dramatic increase 
in predstory lending of the last few years. Non-depository institutions and mortgaga companies that ware 
statc-cbs&red applied pmpayment penalties at such a high mte tbat the great majority of subprime 
bomowars (about 80 percent) now have prepayment penarrics. v 
borrowers bave prepayment penalties on their loans according to Standard and poor’s. This huge 
difference in the application of prepayment penalties suggests that prepayment penalties trap subprime 
borrowers into abusive loans, and rbat subprime borrowers do not freely accept prepayment penaltics as a 
means of lowering their interest rates. 

Since January 2001, we have spent more than 5850,OOO.OO of local funding addressing t.be epidemic 
problem of predatory mortgage lending in our community. Craven@’ the MWHC staff has more than 
100 open meritorious cases involving allegations of abusive subprime lending and predatory Iending. 
However this problem wntinues to grow in our area. 
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The OTS correctly notes in its proposal that prepayment penalties and late fees are not integral elements 
of alternative mort@gcs. The OTS also reports that all states but one now allow ARMS, meaning that 
AMTP4 is no longer needed. Instead, predatory lenders are ua@ AMTPA and the existing OTS 
regulations to evade state law on a&m&e mortgages and prey upon unsuspecting and vulnerable 
bon~wrs. I cannot emphasize enough how urgent it is to remove AMTPA’s preemption of stats limits 
regarding prepayment penalties and late fees on al&native mortgages. 

I do note that the OTS could have made its proposal stronger. The AMTPA statute provides OTS with 
the discretion to prescribe general limits on loan tcmx and conditim. The OTS could have adopted a 
two-year limitation on prcpaymcnt penaltics for the aher~tive m&a.@ issued by all the institutions it 
regulates including federally charked thrifts, state-chsrtrxed thrifts and nm-depo8ikN3’ instituti~. The 

limitation would also stipulate the maximum amount of the prepayment penalty at one percent of the loan 
amount. Currently, victims of predatory lending are confronted with paying about 5 percent or higher of 
the loan amount aa a prepayment penalty. 

The Miami Valley Fair Housing Center believes that limiting prepayment penalties across the board 
would have achieved a greater degree of uniformity in the replatoxy tiework for different institutions. 
Ifthe OTS does not adopt a more prescriptive approach, the Miami Valley Fair Housing Center, strongly 
urge.* the OTS to stick with its proposal and to resist industry calls to weaken its proposed regulatory 
changes. 

We applaud the OTg for proposing this change to their AMTTA regulations and ask the 07’S to 
implement this change as quickly as possible after the close of the public comment period. 

Wylie %oddie, Board Member 
Miami Valley Pair Housing Center, Inc. 
21-23 East Babbitt Strcc~ 
Daymn, OH 45405 

Natimal Community Reinveslment Coalition 


