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March 23, 2004

Communications Division

Public Information Room

Mailstop 1-5

Office of the Comptroller of the Currency
259 E Street SW

‘Washington DC 20219

RE: Daocket No. 4-06

RE: Proposcd Amendments to the Communily Reinvestment Act Repulations
To Whom it May Concern:

We are writing to you at this rime to support the regulations proposed to update the Community
Reinvestment Act. In particular, we support your proposal fo expand the number of financial instinutions
that will be examined under the streainlined small institution exarmination provisions of CRA. Your
proposal achicves this result by increasing the asset threshold of banks that would qualify as commuunity
institutions from $250 million (v $500 million and distegarding ownership by a bank holding company.
While we strongly suppott your proposal in its current form, we would urge you to considor extending the
beneflts of your amendments by raising the assct threshold even further to $1 billion.

The Ohio Bankers League is a non-profit trade association that represents nearly 300 Chio commercial
banks, savings banks and savings associations. Our membership includes nearly all of the FDIC-insured
depositorics in Ohio, so we represent the full diversity of financizl institutions, from small, locally managed
institutiens up to and including large mult-state bank holding companies.

The mmll bank examination process is a simple, straight forward analysis evaluating five criteria:

An institution’s loan to deposit ratio,

The pcreentage of total loaus in its assessment area,

Its record of lending to individuals of differcnt income levels (and businesses and farms of
different sizes),

The geographic distribution of its loans; and

Its record of taking action in response to written complaints about it performance in helping to
meet the credit needs in its assessment area.
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The streamlined examination program was added to the CRA regulations in 1993 for a number of very
good policy reasons that were valid then and remain valid today. First, many of the traditional CRA tests
like the investment test or the service 1est are not relevant for community banks. The business of
community banking revolves around making loans in their communities. Second, the regulatory burdens
fall disproportionately on small banks thet don’t have the staff, software or the cxpertise to comply with the
more complex CRA tests and data coding requirements. Finally, and perhaps more importantly, a e
community bank will not survive if it is not responsive to the borrowing needs of its entire community.
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Since the Copvmunity Reinvestment regulations were last updated the regulatory burdens on small banks
have grown much larger, including new reporting requitements under HMDA, the USA Patriot Act and the
new privacy requircments under Title V of Gramm-Leach-Bliley. The nature of community banking has
however not changed. Community banks have less staff and fewer resources to comply with this ever
increasing compliance burden. Your proposal is an opportunity to help stem this ever-increasing tide of
regulatory costs, and ensure that community banks can survive, so they will be around to help serve the
needs of their communities, The streamlined exam for smaller institutions accurately captures the
information necessary for examiners to assess whether a community bank is meeting the credit nceds of its
cormnrpunity, Nothing mare is required to satisfy the requirements of the Community Reinvestment Act.

"There are many valid reasons for raising the fhreshold and expanding the application of the streamlined
CRA test. Most importantly, inflation and consolidation have reduced the number of inetitutions covered by
the streamlined exam over the last six years, The rational for the alternate examination procedures, lack of
resources, apply cqually well to community instimutions over $250 million as well those under that
threshold. Increasing the amount of assets to $500 million howcver will merely restore the banking assets
covered by the streamlined program to what it was at its inception in 1997. We would urge you to go
beyond maintaining the status quo by expanding the exemption to include communiry banks with assets up
to $1 billion.

There are many good policy reasons for raising this threshold even further than initially proposed. First of
all, raising the threshold in this fashion will still Jeave the vast majority of the assets in the banking system
under the more complex CRA analysis, Nationally, increasing the threshold to §1 billion will add only 524
financial institutions to the small bank cxam program. The proposal as published in the Federal Register
will cxempt 9% of banking assets, and the more cxpansive exemption we suggest would only expand that
to 11% of banking assets. Second, increasing the threshold will keep the focus of community banks on
local lending, This is consistent with the requircments of the Community Reinvestment Act, and what
policymakers should want as our nation works through a jobless recovery. Exempting those additional
institutions will turn Inose additional Jending resources, particularly in smaller communities. In America’s
smaller towns the only economic engine to invest in new jobs and new growth is the local {inancial
institution,

In conclusion, the Ohio Bankers League strangly supports your proposal 1o increase the asset threshold for
banks to be eligiblc for the streamlined CRA exam. For the policy reasons stated, we also enceurage you to
consider extending that exemption to include larger community banks. Updating the CRA regulations will
still allow the regulators to {ulfill their responsibility under CRA to ensure that all banks are helping to
meet the credit needs of their community, This action however will remove some of the burdensome red
tape that is costly, and docs not help community banks meet their responsibilities under the act.

Sin?erely,
(L ~7>- gﬂﬂ/@/
D JQuayle

Senior Vice President & General Counsel
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