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The Honorable span: ‘The Hon rable Donald E. Powel!
Chairman of the- Board o Hors -Chairman -

Federal Reserve S o7 Pederal Depos1t Insurance Corporanon
20" and C0nst1mtmn-Avcnue NW oer 550 17" 'Street, NW

Washington, DC 20551 el 'Washmgton DC 20429 3 ¥
S . i

The Honorablc Jol_m_;D‘ awke,Jr. 0 . The Honorable JamesE Gﬂleran

-Comptroller of the Curtency ..\ .. -+ - Director

Office of the Comptrolier o © Office.of Theift “Supervision

250 E Street, SW. "~ 1700 G Street, NW

~ Washington, DC 20552

e itgme s

Washington, DC 20‘

Dear Sirs;

We are wnt.mg to Subxmt our Jomt coxm.ncnts rcgardmg thé’ agencxes proposed rule’
published in the Febru"‘j_‘ y ederal Regzster to update implementation of the

“We Aappreciate the opportunity to comment on thi !
uest your consxderatxon of our comments as the §
: .

ST . S

-agencies” propos
rule ig finalizad.

Smoll Institution
The agencies propose ] mbcr of: -banks and thnfts t.hat -qualify for
examination under thé strgamilined CRA process; We commend the-agencies for
proposing this expahsion s it is ‘well nown'that small institations incur a
disproportionatelyhigh régulat cost' when su‘bjcctcd to-the large retail institution

exam. However, W@*bch‘e_ agencxcs must conmder addmnnal relief in this area thay ;o
has been proposed SR et . ‘

Under current rules, only lhosc in tmmons wnh lcss than $250 nulhon in assets bemg
independent or affiliated with'a. holdmg company with less than $1 billion in assets
qualify for the streamlined exami ation process.  The agencics propose to increase the
asset size lnmtatlon to $500‘mﬂ io "and elnmnate the holdlng company restriction.

The agencies note that al ity _lmnt o $500 million will have little material :
impact on the amount 0f tqt issets cirrently covered by the Jarge retai] institution examd
but will rcduce by apptoximately half the number ‘of § mstxtutmns subjr;ct to such review,
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Specifically, the ;

“Raising th
number of inst
all insured déposito;
the large retail ins
90% to a little.les

» $500 million. .. wo ld approximately halve the

Ject to the large retail institution test (to roughly 11% of
stitutiens), bt the percentage of industry assets subject to
est:-would decline only slightly, from a little more than
%" Federal Register, Vol. 69, No. 25 (p. 5738)

nation to ensure the Vast majority of industry assets
. However, we note that increasing the exemption
$1 billion in assets atcomplishes this same

We concur with the
remain subject to

amount from $500 nti
purpose. :

Our analysis of ay
Deposit Insurancé
industry assets (FD
institutions, 8,088
$1 billion or less.-

bleinformation shows that as of December 31, 2005, the Federal .
ed 9,182 banks and thrifits representing $9 trillion ip |
king Profile, Fourth Quatter 2003). Of these 1

00 million or less while 8,612 had total assets of ‘ ;
‘ with $500 million or less in assets account for | |
$1.03 trillion in ass -Percent’of total industry assets; The data also showed that!

institutions with $1 billiox or Jess in assets account for $1.38 trillion in assetsor 15
percent of total industry assets. - - . B !

=

Under the agencies” proposal; approximately $8.05 trillion in industry assets will remaii# :
under the large retailexam;: If the-$1 billion threshold is adopted, approximately $7.68 | |
trillion will remain undér the large retail exam.: This is a difference of only 524 o
institutions and $362 billion of industry asséts: R

arge retail institution exam to $1 billion would not
mpact on al:amount of assets nor the total number of institutions
covered by the exam; Stch dment will provide relief to an additional 524 :
institutions while ensuring that'85 percent of total industry assets are covered under the |
large retail exam. Accordingly. we $trongly encourage the agencies to raise the threshold, -
to $1 billion. e SR

- Increasing the ass{a‘g‘_t_
have a significant impact'on the

Investment Test - - .
The agencies propose: to’addr
principal ways. Fi
streamlined CRA éxam; the nu;
reduced. Secondly;thy
through additional

conceins w1th tegard to the:{'f.gh'Vest,rnent test in two -
“number of institutions thiat qualify for the
institutions subjected to the.investment test will

ommentcrs ra:iécd issues Witﬁr}egﬁfid to the investment

were excluded from consid ra:ﬁ’,c‘jh‘éf*iﬁ's.titutibqé?'CRA—rél’atéd_.imgs,trnent activities
while others discussed the subjective manner in which institutions" investments have

ﬂ N iy

been judged as “innovative o complex.

: tién‘:—lt-hat‘-@:crtain- activities fostering community development

# 3/ 8

st to-clarify the application of the investment test}: i
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ons subjetted to the investment test may decrease the -
ittle to.correct identified probiems, Likewise,
nstitutions.that remain captive to the subjective
; thie examination process.
give certainty to institutions,
i

Expanded definitic ; { ST

The cwrent defidition of Ommuhity: ment ignores the myriad development 14
(]
H

litiori of commitinity developmen ‘
projects that prorrib’tez.;';nd:'s’tabi'li:'e.'efigdmm';jqiti@s. Such activities include, but are not
limited to the revitalizati
remediation effoits; firian

financing of educs 1 ‘ ar pre -
communities. In many instances, such projects languish dug to a lack of sufficient local,

state and federal ré nding the définition of community development may i
ke siich pj'djccts‘.lqc_éonbmica]]y‘fe_'a_‘,Sible,‘themby improving dw

rstabilization of communities; financing of environmenta} 3
ng. f ‘-was;swate_rjfgcilitics, finaticing of infrastructure, -
itie: financmgof other similar projects vital to

several commenters eXpressing significant difficulty 4

fug to a Yack-of viable oppottunities, while others 3

the investments regardless of the impact of the P

he agencies write: a i
L S . 1 i
petition for a limited sipply of community ;

ts has depressed yields, effectively turning many %f
¥ some claimed that institations had spent resources ;
transforming: wo o4ns:into-equity investmetits therely to satisfy the

H
cpressed concern that institutions were forced to 1

|
i
%

1t 1 sufficient iumber and amount of investments than % |

, veness __'f‘thei_r-jnvgst:héms for their communities.” Federal P

Register, V0l.69; No. 25 (p. 5733) - S I
Institutions should;:.fnbvcr,lc o1t "by_-‘rcgulaﬁpnfto operate ij an unsafe or unsound i

- manner; yet, it would seem the current definition of community development lends itself _‘
1o this very result. Furthermore; the efficient deployment of capital is essential if CRA it 3
to achieve the public:policy goals for which it was enacted. Regulation must not preven
nor provide a disincentive for instifutions to participate in opportunities that will have the
greatest impact on their commuriities. Therefore, we strongly urge the agencies to adopt|
an expanded definition-of the tertn -“commqnity._dcveIOpmcntfff_tha‘tmaximizcs the
investment test’s impact on communities nationwide. -~ - - -

It is important to nd
implementation of the investme:
implemented jn a manng

st.- Howevet, this flexibifity should not be )
the existing CRA burden. 'No institution should bg. ;

' s'titﬁt',i'én_s must be gi}i}gn additional options in the!" ﬁ '

#

4/
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f an expanded list of approved community

‘Rather. Qsﬁtu'tioﬁs\fshéuld be granted the option of participating
development activities. - ‘ . '

d from the large retail exam, fewer institutions will be
vestment activities. We strongly believe the existing

incentive program
for capital are met ;

be retained; but also enlianced to ensure that demands’
rved:by exempted insﬁtutions. While lending must

-are rated under CRA, we urge
ions to continue CRA. 7

iters ‘ized the 'ﬁ'__mm'guous nature of the tering i
CRA investrienit activities. Althongh the agencies |

10 changes have been proposed, Rather, the
ditional guidance for examiners and institutions,

We encourage the agencies t6 consider the impact of an investment an institution makes
rather than the complexity or'uniqueness of the transaction. ‘The purpose of CRA, as the
agencies note, was not to forée institations 10 make loans or investments that will
Jeopardize safety and soundness;: Institutions that fulfill the requirements and spirit of ; ¢
CRA through economically sound investments must receive full credit irrespective of the
“Innovative or complex™ chara ics of those transactions. - - .

?
1

¥

Erim innovative and complex, we strongly urge the tcmis ﬁ
‘guidance. ‘Mstittions need regylatory certainty in =

ith CRA; vident from the joint notics of proposed rulemaking
that a significant fiumber of 10

and subjective meaning of these terms; While the agencies tightly note that exempting § ¥

greater number of éhS'ﬁmﬁbhsf;frdm_i'tlg;jﬁ_ investment test will bring relief, this offers no
relief for large retail "Vi'ns"ti_tutigns‘., 'unrgg the agencies to a,ddress these concemns to the d.
greatest extent possible and provide large retail institutions With the necessary rcgu_lator-* ‘

certainty to fulfill their Gbligations under the investment test

improve regulations
ur comments:and look forward to

is falr to fingnéial institutions and that

have made to update 4
consider:
iange that'j 13

es in communities across the nation.

7

er- Svpencex’Bachus

We appreciate thee
implementing CRA.

M -, vt
R il i R P

“Sincerely,

]
r

18 submitted comments. regarding the ambiguous  *
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