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Dear Ofﬂc:als of Thrift Agenc1es

As a Supporter of the Natnonal Commumty Rernvestment Coalmon the
Atlanta Neighborheod Pevelopment. Partnersh:p, Inc ur;rges you'to-
withdraw the proposed changes to the: Community, Remvestment Act’
(CRA) regulations. CRA has been instrumental-in mcreasmg access to
homeownership, boosting economic development ‘and expanding small
. businesses in the nation’s minority, immigrant, and low--and -~ -
~ moderate-income communitiés. Your proposed changes are contrary.
to:the CRA statute because they Wl|| halt the progress made in
: commumty relnvestment s

| The proposed CRA changes will. thwart the Admlmstratlon 'S goals of
improving the economic status of immigrants. and creatlng 5.5 mrlllon
new. minority homeowners by the end of the decade. Instead, the
proposed CRA changes would facmtate predatory lending and reduce
~ the ability of the general public to hold financial institutions -
accountable for comphance with consumer protectlon Iaws

The proposed changes lnclude three maJor elements 1) prowde
‘streamlined-and cursory exams for banks: with assets between. $250
“mitlion‘and $500 million;. 2) establish a weak: predatory Iendlng

comphance standard under CRA; and 3) ‘expand data collection and
- reporting-for small business and home lending. The beneficial |mpacts
of the third proposal are overwhelmed by the damage rmposed by the:
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,,rﬁrst two proposa|s In addition, the federal banklng agencies dld not
update procedures regarding affiliates and assessment areas in-their -

- proposal, and thus mEssed a V|tal opportumty to contmue CRA s
effectlveness . _

Streamlined and Cursory Exam Under the current CRA regulatuons, -
large banks with assets of at Ieast $250 million are rated by -
performance evaluat|ons that scrutinize their level of lending,

- investing, and services to low- and moderate-income communities.

‘The proposed changes will eliminate the investment and service parts L
of the CRA exam for banks-and thrifts with assets between $250 and"

~ $500 million. The p proposed changes would reduce the rigor of CRA

- exams for 1, 111 banks that’ account for more than’ $387 bIHIOI"I in
assets . r r

The ellmlnatlon of the mvestment and serwce tests for more. than

B | ,100 banks translates into considerably less access to banking -

services and’ capital for underserved communities.. For-example,. these
_banks would no longer be held accountable under CRA exams for .
mvestmg in Low Income Housing Tax Credits, which have been a

. major source of afﬁordable rental housmg needed by large numbers of o

immigrants and lower income segments of the minority population. .
Likewise, the banks would no longer be held ‘accountable for the

- . provision of bank branches, checking accounts, Individual

Development Accounts (IDAs), of debit card services. Thus; the -

- effectiveness. of the Administration’s housing and community

: development programs would be diminished, Moreover, the federal

- bank agencies will fail to enforce CRA’s statutory requirement that

~ banks have a continuing and affirmative obllgatlon to serve credit and
~ deposit heeds if they eliminate the investment and servnce test for a
large subset of dep051tory |nst|tut|ons ' :

Predatorv Lendtnq Standard “The proposed CRA changes contaln an
“anti- -predatory screen that WI|| actually perpetuate abusive lending.
The proposed standard states that loans based on the foreclosure -
value of the collateral, instead of the ability of the borrower to repay, .

o can result in downgrades in CRA ratings. The asset- based standard

falls short because it will not cover many instances of predatory -
lending. For example, abusive lending would not result in lower CRA
ratings when it strips equity without leading to delinquency or-
foreclosure, ' In other words, borrowers can have the necessary.income .
to afford monthly payments, but they are still losing wealth asa result
' -of a Iender S excesswe fees or unnecessary products :




CRA exams WI|| atlow abusuve lendlng if they contain the proposed
. anti-predatory standard that does not address the' problems of the

B - packing of fees into mortgage loans, high prepayment penalties, loan 3

- flipping, - mandatory arbltratmn and other numerous abuses. R:gorousi ,

- . fair-lénding audits and severe penalties on CRA exams for abuswe

lending are necessary‘in order to ensure that the-new minority -
homeowners served’ by the Admlmstratlon are protected, but the
proposed predatory Iendlng standard will not provide the necessary.
“protections. In addition, an anti- predatory standard must apply. to all
~loans made by the bank and all of its affiliates, not Just real-estate - -
“secured loans issued by the bank in its “assessment area” as proposed '
" by the agencies. By shielding barks firom the consequences of abusnve,'
- lending, the proposed standard will frustrate. CRA’s statutory ‘

. requirement that banks serve low- and moderate~|ncome communltles'f': :

'consnstent with safety and soundness

o nhan ed. “ata dlsclos re. The federal agenmes propose that they wnll
_ publicly report the speclfic census tract Jocation of small busmesses

- receiving loans in addition to the curtent items'in the CRA small

" business data for each depository mstltutlon This will |mprove the
~ability of the general public to determine if banks are serving ,
traditionally ‘neglected nelghborhoods with small business’ Ioans Also
©the regulators propose. separately reportmg purchases from loan - -
- ongmataons on CRA éxams and separately reporting hlgh cost Iendsng
] (per the new: HMDA data reqwrement startmg with the 2004 data)

The positlve aspects of the proposed data enhancements do not begin .
- to make up for. the significant harm caused by the first two proposals ‘
Furthermore; the federal agencies are not utilizing the data .
enhancements in order to make CRA exams more rigorouis. The
agencies must not merely report the new data-on CRA exams, - but -
must use the new data to provide less weight oh CRA exams:to htgh =
cost loans than prime loans and a55|gn less welght for purchases than‘
loan orlglnatlons : .

i ' : Proc dures: The agencues also S
. ,fa:led to close gaping: Ioopholes in the CRA' regulatlon Bariks can still.
“elect to include afflliates on CRA exams at their-option. They can thus -
manipulate their CRA exams by excluding affiliates not serving low--
. and moderate-income borrowers and-excluding affiliates engaged in .~ .
- predatory lending. The game playmg with affiliates will end’ only if the
federal agencies. require that all affiliates be mcluded on-exams.

- Lastly, the proposed changes do not address the need to update ,

| ""assessment areas to lnclude geoqraphlcal areas beyond bank




- branches Many. banks make consrderable portlons of thelr Ioans -
- beyond their branches; this non- branch iendlng aCthIty wul not be
‘ ;-SCI‘UtInIZGd by CRA exams. : .

 The proposed changes to CRA WI|| dlrectly undercut the

Adm|n|strat|on S emphas:s on mmorlty homeownership and immlgrant- B
“access'to jobs and banking:services, The proposals regarding L

- streamlined exams and the anti- predatory lending standard threaten :
" 'CRA’s statutory purpose of the safe and sound. provision of crédit-and

 .deposit services, The proposed data enhancements would: become
~ much more: meanlngful if the agenaes update procedures regardlng o
assessment areas, affiliates; and the treatment of high cost loans and_ S

S purchases on CRA exams. CRA is simply a law that makes capitahsm O

work for all Americans. CRA is too vital to be gutted by harmful. -

o regulatory changes and neglect Thank you for your attentuon to this |
i 1Cr|tlca| matter.. - e :

B Dorsey
PreSIdent & CEO
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