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March 29, 2004

Regulation Commens
Chief Counsel’s Office
Office of Thrift Supervision
1700 G Street, NW
Washington, DC 20552
Artention: No. 2004-04
Faxe (202) 906-6518

RE: Proposed Revisions to the Community Reinvestment Act Regulations

Dear Sirs:

I am writing to suppont the federal bark regulatory agencies' (Agencies) proposal to enlarge
the number of banks and saving associations that will be examined under the somll
mstitution Community Reinvestment Act (CRA) examination. The Agencies propose to
increase the assel threshold from $250 million 1o $500 million and 1o eliminatc any
consideration of whether the small insttution is owned by a holding company. This
proposal is clearly o nwjor step towards an appropriate implementation of the Comumunity
Reinvestment Act and should greatly reduce regulatory burden on those ix stitutions newly
made cligible for the small instimution exarmnation, and I strongly support both of them.,

When the CRA regularions were rewritten in 1995, the banking indus try recommendod thag
comrmunity banks of at least $500 million be eligible for a less burdensome small nstitution
examination. ‘The most significant improvement in the new regulations was the addition of
that small institution CRA examination, which actually did wiat the Act required; had
examiners, during their examinarion of the bank, look at the bank’s loans and assess whethor
the bank was helping to meert the credit necds of the bank’s entire community. It imposed
no LIvestment requirernent on small banks, since the Act is abour credit not investment, It
added no data reporting requirements on small banks, fullilling the promise of the Act’s
sponsot, Senator Proxmire, that there would be no additional Paperworls or recordkeeping
burden on banks if the Act passed. And it creared a simple, understandable assessment test
of the banl’s record of providing eredit in its community, the test considers the mstitution’s
Joan-to-deposit rtio; the percentage of loans in its assesement areas; its record of lending to
borrowers of different income lovals and businesses and farms of different sizes; the
geographic distribution ol its loans; and its record of taking action, if warranted, in responsc
to written complaints abour its performance in helping to meet eredit needs in its AS5CSSMeEnt
areas.
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, \ / in(‘]uding massive
Hew reporting requircinents yndey HMDA, the USA Patrioy Act and the

. _ ‘ privacy provisions
of the Gramm-Leach-Bliloy Act, Bug the nature of community banks has net changed.
When a community bank must comply with the tequitements of the I

12.¢ uge instrution CRA
Exaltunation, the costs to and burdons on that community bank increase dramatically. Tn

looking at my bank, converting 1o the large institution examination requires, among other
things, that we devore additional staff time 1o documenting services and investments, which
we currently do not do, and, begin to geocode all of our loags that might have CRA value,

‘This imposes a dramarically higher regulatory burden thar draing both moncy and personnel

away from helping to meet the credic needs of the institution’s communiry.

I believe that it is as 1rue today as it was in 1995, and in 1977 when Congress enacted CRA,
that a comurnity bank meets the credit needs of its community if it makes o certain amount
ol loans relative to deposits taken, A comimuniry bank is typically non-complax; it takes
deposits and makes loans. Iis business activities are usually focused on small, defined
geographic areas where the bank is known jn the community. The smmal] imstitution
exAmination accusarely captures the information necessary for examiners to assess whether o

community bank is helping to meer the credit needs of its community, and nothing more is
required to satisfy the Act,

As the Agencies state in their proposal, raising the small institution CRA examination
threshold to $500 makes numerically more community banks eligible, However, in realivy
mising the asset threshold 1o $500 million and eliminating the holding company limitation
would retain the petcentage of industry assers subject 1o the large retail institution test. It
would declinc only slightly, [rom a little mope than 90% 10 a little loss than 90%. "That
decling, though stighr, would more closely align the current distribution of asscts berween
small and large banks with the distriburion that was anticipated when the Agencics adopred
the definition of “small instirutjon.” Thus, the Agencies, in revising the CRA regulation, are
really just preserving the status guo of the regulation, which has been allered by a drastic
decline in the number of banks, inflation and an enormous inctease in the size of lasge
banks. T bebeve that the Agencies need 1o provide greater selief 1o community baoks than
just preserve the sz quo of this regulation.

While the small institution test was the most significant improvement of the revised CRA, it
Was wrong 1o limit its application to only banks befow $250 million in assets, depriving mary
community banks from any regulatory relicf. Currently, a bank with more than $250 million
in assets faces significantly more requirements that substantially increasc regr.llamryl?urdene:
without consistencly producing additional bencfits as contemplated by the Community
Reinvesument Act. In today’s banking marker, even a $500 pullion bank often has onlya
handful of branches. I recommend raising the asset threshold for the small instirution
exanvnation to at least $1 billion. Raising the limiz to $1 billion is appropriate for 1wa
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reasons. First, keeping the focus of small mstitutions on lending, which the small institution
cxamination does, would be entirely consistent with the purpose of the Community

Reinvestment Act, which is 1o ensure that the Agencies evaluate ke banks help 10 meet the
credit needs of the communites the ¥ serve,

$ecor1d, raising the limit 10 $1 billion wil] have onlya small effect on the amount of 1otal

ndustry assets coverad under the more comprehensive large bank tost. According to the

Agencies” own findings, raising the limit from $250 to $500 million would

70 2 $500 million limit). Accordingly, T urpe the Agencies to raise th
billion, providing significant regulatory relief whils, to quote the
not diminishing “in any way tho obligation of all insured depository institutions subject to
CRA 10 halp meet the credit needs of their communilies. Tnstead, the changes are meant
onlyto address the regulatory burden associared with evaluating institutions under CRA *

Agencies in the proposal,

separate holding company qualification for the small institution examination, since it places
small communicy banks that are patt of a larger holding company at a disadvantage to their
peers and has no legal basis in the Act. While community banls, of course, still will be
examined under CRA [or their record of helping to meet the credit needs of their
communities, this change will eliminate some of the most problematic and burdensome

clements of the current CRA vegulation from community banks thar are drowning in
regulatory red-tape,

Sincerely,

A i e

e,

Grant Markham
President and Chief Executive Oflicer
First Independent Bank of Nevada
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