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Fxerutive Secretary
Attention: Comments _
Foderal Depaosit, Tnsurance Comporation
550 17¢h St NW

 Washington DC 20429

Regulation Cormments,:Attention: Nui. 2004-04
~ Chief Counsel®s Office
" Office of Thrift Supervision
1700 G Streer NW
 Whashington DC 20552 .

RE: Comments Regarding Revisions to the Regulations Implementing the CRA

" Dear Officials of Federal Bank and Thrift Ageneies:

On behalf of the Fair Housing Coumedl of the S8an Fernande Valley, | urge you to withdraw the
proposed changes to the Commumity Reinvestment Act. (CRA) regulations and to mstead adopr
changes that would enhance and improve CRA and similar fair lending principals. The Covgnu ni:i;y
Reinvestment Act has been instrumental in increasing access o homeownership, aceess to financial

;erw.fes in |.md‘t;rwrvwdd communities, developing multi-family housing, bonsting economic
eveloprent,. and cxpanding small businesses § ion's minority, imrmi |
S P g small businesses in the nation's minority, immigrant, and low. and

moderate-| : i inc
ode te-ncatne commumities. Lr:vwnlm.nmr-.-. and people of color communities have urilized CRA as
a ool to contest redlining and discrimination in their commmities. S
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The Fair Housing Council of the San Fernando Valley is a private, non-profit agency that provides
education, coumseling, investigation, and legal roferrals to persong who helicve they are victims of
houging, insurance and mortgage lending discrimination. The Council providles education, traimng
and connscling to private housing providers, real estate and mortgage lending professionals and the
general public regarding their rights aned obligations under federal and state fair lending laws.

Our agency, which is celabrating its 45" anniversary this year, is committed to the principals of
rxpanding and promoting cqual access to credit and Fnancial services without regard to race, color,
religion, gender, national arigin, famnilial or disability status, disohility, sexual oricntation, age,
marital status and source of income. The Cmmcil believes that the proposed changes will work
against these principale and adversely aflect, communities of color, women and low and modernte-
income commumties.

[ do not agree with the propused changes that intend to: 1) increass the asset threshold from $250
willion to $500 million for banks to be eligible: for & small bank exam; agd 2) eatablish a weak
predatory lending complianice standard under CRA.

Purthermare, 1 urge the federal regulaters to roconsider the rejeetion of a proposel, which wonld
have tied a bank's CRA obligations to its market share in a given area, rather than just the location
of its branches. In California, Countrywide Home Loans and JP Morgan Chase are two such
entitics that despite the high number of loans made in the state, they have no CRA obligations. The
agencies alzo failed commmmities by continuing to allow hanke to elect, to inchnde affifiates on CRA
exaros at their option.  Banks have the ability to manipulate their CRA cxams by exchiding
aFiliates not serving Jow- and moderate-meome horrowers and/jor those engaged in predaiory
lending. "The federal regulatora shonld require that all affiliates b included on exams.

Small Bank Kxams

Under the ourrent CRA regulations, large banks with sssets of at least $250 million are rated by
performance evaluations that sorutinize their level of lending, investing, and services to low- and
moderate-incnme communities. The proposed changes will eliminate the investment and sorvice
parts of the CRA cxam for banks and thrifis with assets batween $250 and $500 million. The
propased changes will also no jonger reference alfiliations with holding companies, 1t s expected
that these proposed changes would create strearlined exams for 1,1 11 banks that account for mure
than $387 billion in assets.

The elimination of the investment and service tests for more than 1,100 hanks translates into
considerahly less access to banking eervices and capital for underserved comsmunities. For example,
chese hanks would no longer be held accountable wnder GRA exams for investing in Low Incarne
Housing Trx Credits, New Macket Tax Credits and exity investments in Commumity Develepment
Financial Institutions (CDFls).  Such invesiments have promated econormic development and
puilti-family affordable housing developraent. Banks in this new catogory would no longer be held
aecountalle for the provision of hank branches and checking/deposit. accounts. Many barks with
nssots between $250 to $500 million ore located in rural areas. These banks wonld no fonger be
rerpired to have a continuing and affirmative obligation fo serve the investment ancd deposit needs
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of all the communities in which they are chartered and from which they take deposits.

. Predagory Lending

‘ The proposed CRA changes contain an anti-predatory sereen that will actually perpetuate abusive
lending. The proposed standard dofines "predatory” loans as those baserd on the foreclosure value of
the collateral and the borrower’s ability to repay. Roth conditions have to be met hefore the
regulators will downgrade on an exam. The asset-based standard creates a de-facto definition of
predatory lending without taking into account cther predatory tactics. These tactics inchade: 1.
Targeting of rinoritics, low-income, and the elderly for sub-prime Jending; 2. Originating sub-
prime loans to borrowers that could qualify for prime loans; 3. Prepayment penalties; 4.
Fncouraging horrowers to refinance ungeonred debt as 8 means of increasing the loan size and
related point, fees, and commissions; 5. Selling of single credit insurance products as part of the
home loan; 6. Mandatory arbitration provisions; 7. Excessive points and fecs; 8. Yield spread
previum, payments or ather compensations that rewards brokers for steering butrnwers to higher
cost praducts and larger loans; and 9. Purchasing and investing in predatory loans as part of a
mortgage backed scourity.

Any stanclard that does not address the aforementioned nine tactics will allow CRA exama 1o be uzed
to cover up predatory lending practices. Rigorous fair lending nudits and severe penalties on CRA

exarns for abusive lending are necessary to ensure that Jow income and penple of color borrowers
are. protectod.

Conclusion

The proposed changes regarding streamlined exams and the anti-predatory lending atandard
hreaten CRA's statutory purpose of the safe and sound provision of credit and deposit services.
Full compliance with CRA regulations needs to aceur where lending and profit making activitics
take place in substantial proportion, The proposed date. enhancements would becorne much more
meaningful if the agencies update procedures regarding assesament. arcas, affiliates, and the
treatment of high cost loans and purchases on CRA exams. CRA gives ordinary the citizens the
opportumity fo have a voice regarding a bank's lending, investment and service components. Thank.

.+ youi for your atzention to this critical matter.

t n Kinlaw
Assistant, Director




