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Youth Enrichment

Computer-tdgenet

©' Edgemont Neighborhood Coslition urnes you to withdraw the proposed changes to the -

" Community Rainvestment Act (CRA) regulations. CRA hae been instrumental in increasing

'~ access to homeownership, boosting ecanomic development, and expanding small businesses in
the nation's minority, immigrant. and low- and maderae-

‘ Income communities. Your proposed
3 i thariges are contrary to the &RA statute because they wilt halt the progress made in community

Edgemont Neighborhood Coalition

. Edgemont Neighborhood Coalltion, Inc. Is a honprofit cormmunity organization Jocated in Dayton.

;" Mormtgomery County, Ohio. Thie group consists of resigents of the Edgement neighbormaod. 3

' “lweincome African American neighborhood in Dayton, who have associated in order to fostar

" pride In their neighborhaod and address the issues of crime, youth and aduft joblessness,

" ihadequacy of educational opportunities, atfordabillty of utiltles, and business and community Sponsor

(:7 Standard Register

Partnership

* Chem First

= Dayton Urban League
* University of Dayton
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M Edgament Neighborhood Coaliion 44372004

gemont Neighborhood Coalitian, Inc. has been the avalabii
of affordable financial services jn th i abiity

: : ve access to malnstream financial Servicas
' 8t msinstraam prices, and not be relegated to high-cast *fri

- : nge bankers™ such as payday lenders,
- subpiime mongage lenders, rent-{c-own vendors and pawnshops.

" in furtherance of these Qoals, Edgemont has commented on proposed regulations by federa)

- 8gencies and has appearad as amicus curae in court casag Involving payday lending ana
predstory mortgage lending. Edgemont has baen a party In proceadings in the Public Utilitjes

7 'Commission of O, and has aiso eosponsored confe

fencas concerming payday lenders and
‘their effects on the community. Edgemont supports the work of the Nationai Community

"7 Reipvestment Coafition, and of the Community Reinvestment Institute Atumni Association here in
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e addition ta being a cammunity organizatian, Edgemont Nelghthorhood Coalitian,
" 'asa small business, aperati

Inc. functions
ng an offlce, siorefront, community garden and cammu
s pemer, '

nity computer
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tocal Concemns

‘Montgomery County, Ohio, where we are located, i

s experlancing an explosion of maortgage
foreciosures. There were more than 4,300 forecle

sures in Montgomery County in 2003 up 250%
ib-Prime Landing marker Montgomery County —

associated with foreclosure filings and found
»'- that a significant minerity of sub-prime loans involv '

i Subprime mortgage lending is more prevalent In minority neighborhoods. Minority homeowners.
" padicutarly women, have frequentiy been the targets of predalory lenders. Foreclosed homes

¥ "gdd to the problem of abandoned propertiss, which blight the naighborhood and contribute to
4, ertme.

' - Dayton/Springfield area were made by higher cost subprime lenders, a5 opposed 10 6% to
whites." A study by the National Gommunity Reinvestmem Coalition found thai African-

Asrrericans are more likaly to get a subprime loan that whites even if the borrowers cregit scores
gi+ .ore the same, .

w

" The Federal Ressrve Board has found that the medlan val
" "anly 1/5 of that of whites.® The equity in a family home Is
" Afrean-Amaricans. Unreasanably high cost mort
= pimvent upward mobility and ultimately can resulr
-1 Amenican dream.

ue of fingnclal assets for non-whites is
the most common financial asset for
gage loans attach the gquity In the hama,

In Iosing the home and whal the homa means 1o

Our neighborhoods also suffer from {he proliferation of pa
* “ratas for shori-lerm loans. The community is also in seve:
jolby which businesses provide.

yday lenders wne charge nigh interest
fe need of business development and

© 1 Predatory Landing in Amorica, ACORN (Frbryrary 2004) mvailable i
3o hittpe//euom,orp Siwadmin TCo vl mentRaporierSanoE 2004 sesatalaamd UNaquUA 200 pdt

The Bralen Cradit Eyntarn, Naonst Commumity Reinvesimen! Coallion, (2003) gwailablo of kA, A GG iimaty vy, pul
Ascarbe, Kennickal and Moors, Recent chonfos In Family inonces. Evidenoe from the 1938 und 2001 Sutvoy of Consumar
Flearows, Faderal Rissers Bytfasin, Jamiuary 2003,
Carr and Echust?, Finanekol Sardoos ia Bldremaad Communiiles: Framig the e,

Pracsiory Londing: An Overview,in Financial Servined In Ointtennos Communition:
Augnml 2001).
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Fifnding “wlulion, ant Gar wng Kultun,
BEyo% Bnd Anvwals, (Fannle bae Foundatlon,
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Objections to the Proposad Changes

"-°  We are eancamed that the proposed CRA changes would facilitate
"' the ability of the g_enalral public to hold financial insthutions accountable for compliance with

" goals of improving the aeonomie status of immigran
-homeownars by the end of the decads.

_The proposed changes include three major elements: 1) provide streamlined and cursory exams
=" for bands with assets betwean §250 million and $500 million; 2) establisn g week predatory
' tanding compliance standard under CRA; and 3) expand data collection and reponling for small
" business and home lending. The beneficial impacts of the thirg proposal are sverwhslmed by the
©  damage imposed by the first two proposals. In addition, tha federal banking agencies did nar
P ppaste procegures regarding affiiiates and assessmem areas in their proposal, and thus missed a
P - vial opportunity to continue CRA's effectiveness,

Streamlined and Cursory Exams:

P ‘Under the current CRA reguiations, large banks with assets of at lease $250 million are rateg by
" nerfarmance evaluations that serutinize their lovel of lending, investing. and services to law- and
moderate- incame communities. The proposed changes wiil ellminate the investment and service

" proposed ¢hanges would reduce the rigor of CRA exams for 1,111 banks that sccount for more

g R . then 8387 bilfion assets. "

4 2 The efimination of the investment and service tests for mare than 1,100 banks transtates intg

©oWUEEE e Gonsiderable less access to banking services and capital far underserved communities. For |
L example, these banks would no longer be held accountable under CRA exams for investing in |
N m’ = 7 Low Income Housing Tax Credits, which have been a major source of sffordable rental housing ;
i e R L

"3 %' meéded by |arme numbers of immigrants and lower Income segments of the minonty populatior.
RS Likewiso, the banks would no longer be held accountable for the provision of bank branches,
e e checking sceounts, Individug) Development Accounts (IDAS), or debit card services. Thus, the
L st éffectiveness of the Adminisiration's housing and community development programs would be
- e AR w diminished. Moraover, the federsl bank agencies will fail to enforce CRA's statutory requirement
“7 " that banks have a cantinuing and affirmative obligation to serve credit and deposit neads if they
" ellminate the investmemnt and Sefvice test for a Iamge subset of depository institutions.

Predatory Lending Standard:

* " "'The propased CRA changes contain an anti-predatory screen that will actually perpetuate

e abhusing lending. The proposed standard states that loans based on 1he Toreclosure value of the

o ﬁﬁ“‘-iﬁzﬁ it oollgtaral, inslead of the abillty of the borrower to repay, can result In downgrades in CRA ratings

T R SEEE wee The peeet-hased standamd falls shart because it will not cover many instances of prodatory

2 %" lending. For example, abusive lending wauld not result in lower CRA ratings when it strips equity

2 ivitheul (eading 1o delinquency or forectosurs, lo other words, borowers can have the necessary |

< income to afford monthly payments, byt they are stil losing weatth as a result of a tender's :

" pxamsslve fees or unnacessary products.

é:RA exams will allow abusing lending i they contain the proposed antl-predatory standard that
‘ = goes not address the problems of the packing of fees into mortgage loans, high prepayment
T mandatary arbitrstion, and other numerous abuses. Rigarous fair lending

** that the new minority homeowners servea by the Administration are protected, but the proposes
* "predatory lending standarg will nat provide the necessary protections.
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Anti-Predatory Standard Muat Apply to All Lnans
Made By the 8and And All Of s Aftiliates

v ap‘di!ion. and arti-pradatory standard must apply (o all logns
ol *f'l - affilietes, not just real-estale Secured loans issued by the bank in its ‘assessmemt ares” as

% vﬂ,‘? “"  proposed by the agencies. Many banks have subprime sffillates that charge unjustifiably nigh

. *1 "ﬁ&fv "t retes and engage in abusive practices or fund loanz made by monnage brokers who engage in

b wm, "t ¢ em. By shielding banks from the eansequences of abusing lending, the proposed standard will

BV frutvete CRA's statutory requirement that banks serve [ow- and moderale-income communities

A B consistent with safety apd saundnaess,

made by the bank and aif of its

* The positive aspects of the proposed data enhancements do not begin 10 make up for the
“signifieant harm cayused by the first two proposals. Furthermore, the federal agencies are not

. utllizing the dala enhanceiments In order to make CRA axams more rigorous. The agencies mus|

" 107 not merely raport the new data on CRA exams, bul must use the new data to provide jass waight

oh CRA exams to high cost idans than prime Joans and assign less weaight for purchases that
. ib@in originations.

flissed Opportunity to Update Exam Procedures: The agencies also failed lo close gaping
loopholes in the CRA regulation Banks can stjlf elect to include affillates on CRA exams at their
“opHon. The can thus manipulate their CRA exams by excluding affllizies nol service low- ang
=0 inpderate- income bomowers and excluding affiliates engaged In predatory lending. The game
= " playing with affiliates will end only if the federal agencies require that ail affiiates be Included on
¢ "exams. Lastly, the proposed changes do rot address the needed tg update assessment areas to
\ *ihchude geagraphical areas beyond bank branches. Many banks mada considarable portions of

“thelr loans beyond their branches; this non-branch lending adtivity will not be scrutinizeq by CRA
Y.  OXBmS, '

s “The proposed changes lo CRA witl directly undercut the Administration's emphasis on minority

B i . tomeownership ang immigrant access 1o jobs and banking services, The proposals regarding
PR W streamilined exams and the anti-preqatory lending standard threaten CRA's Slatutory purpose of
4 Wi ‘c“;‘ _‘. LY SR 5 1

vital to he gutted by
to this criticai matier.
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‘Barbara J. Hurt, Executive Diractor
“Edgemon Neighborhood Coalition

Ce;” Natlonal Community Reinvestment Coalition
o - President Geome W. Bush
Treasury Sectstary.dehp W, Snow




