
October 19,2004 

Mr. Robert B.Feldman 
Eiccudve Secretary 
Attention; Coinmmrr/Legd 
F& Deposit Insurance Corporation 
550 17QStreer NW 
Washmgton, DC 20429 

IUN Number 3064hCSO 

Deae Mr. Feldman: 

As a staff member of an afforhblc housing and community b d o p m c n t  o r w a d o n ,  1am ~% to 
convey my deepest concern over several hdnmencals of the Federal Deposit Insurance Colporntion's 
(FDIC) proposcd changes to the repladons governing the Comrnuniy lidnvesrm~nr hct (a).' f l ~ l c  

proposiaon to raise the asset threshold for smallbanks to f1 billioil would seriously weaken CRA and 
undermine pann~rships that Neighborhood Housing Services of New Yo& City and its eight 
Ncigl~borhood Offices and Homeownership Ccntex (FJHS) and o tha  cammuni y devcJopment 
organiz..ncions have cultiwted and formed with banks. The proposed chnngcs will impcde the dccades of 
progress that has been made in undersuvcdcommunities. 

Smce 2982 NIiSNYC has been w o w  to provide low-and moderate-incoinc residents the oppomnicy to 
purchase their own home or to pro& thcm wirh thc resources to maintain their homes. We accomplish 
tlis mission by rehalilinhg residend housing znd mixed-use propdes;  construcdng new affordablc 
houshg and Goviding pro  and post-purchase Education which h&ately creatc neighbarhood 
revimlizahon. Furthermore, we are a rneinbcr of Neighborworks/ Neighborhood Reinvestment 
Corporation, which is a notifor-profir orplization chaitcred by ihc LJ.5Congress that supports o v a  200 
community based organizaaoas throughour: the country to promote community development uld 
stabilization. NHSNYC is also a Community Development P inand Institution and as such, we are 
working hud -with other community and economic development groups to build wealrh and further 
stnbdkc and revidkt  cornunities with low- and moderate income Funllia. 

CRIl has been vital to the wOsk of NHSNYC. CRA not only provides an incentive for linanaal, institutions 
to develop ela ad on slip with NHS,but it is also a critical force in mainraking these relationships and in 
keeping banks committed to providing products and senices to redenrs in low- and moderare-hlcome 
communities. CRA has been inrimmental in increasing h o r n e m w h i p  ratcs, bolstedng the economic 
development and tnhging smallbusinesses in New York Ciy and communiues in Bdford-Smyvcsant and 
East Flarbush in Brooklyn;Jamdmand N o r h  Queens, the Nard1 and the South Bronx and Staten 
Island as w d  as throughout thc nation's low- and modcrate-income neighborhoods. 

Undcr the present CRh regulations, banks with assets of at leasr $250 million are graded by perfarmance 
based evaluanons, which d  e thek lwel of lendrag, investing, and serving low- and moderate-income 
commuaities. The proposed changes deliminate the investment and service components of the CRA 
exun for stare-cb&ed banks d t h  assets benveen $250 million and $1 bdlion. In placr of the investment 
and swice parts ofthe e x q  the FDIC proposes to add a community dewelopment criterion. The 
communiy dvclopment cmerion would require bank co offer community dwelopmcnt loans, 
il1vcstmeno. orscrrria. 

This coinmunity developmat criterion which the FDIC seeks to impose would clearly bc an insufficient 

replacemenr for he invesrrnencand swices tests. Mid-Jzc banks with assets betwcen $250 million and $1 




billion would only have to consider daing one of dvee activities; ie., community development lendmg, 
investing ox servicing, As it is today, mid-size banks must enpge in all rhcw activities. Wlth FDIC's 
proposal, mid-sized b& could now choose the ensiest or most convenient community dcveloprncnt 
activiy for them, a9 opposed to propiding a detailed m g e  of activities which ineer rhe ncds of low- md 
moderate income comnunidcs. 

Under cunent CRA requirements, lenders Erequently work with NHSNYC to capidhe c?Fisdng loan pools 
or to create new products designed to specificaly target an undersmed market IS&. Far example, 
NHSNYC has a Loan product capitahzed by a consol~umof 15 banks aimed at rehabilimtion of small 
apartment budcling3 in low- and mo&;te-income c-&tics. We have another lorn product also 
capirnlizcd by a consortium of banks aimed at providing additional h a n d  resources to tkst time 
homebuyers. We also have lines of acdrt fromseveral banks which enable us to providc affordable home 
repair loans to low-and moderate income harncowners. These ptoductk mect a dey community need, but 
are riskier and more labor intensive, and, wme it not for CRA,it is u&cly chat the banlu would have 
collaborated to cxeate such products or to provide individual lines of crc&t. 

Not only has CRA wged lenders to proddc more appropriate products, it has also cncourjgcd lenders to 
become more involved in comrnuuty cducadon cffom. NHSNYC is proud to have o v a  forty financial 
institutions involved in providing lending, volunteering their professional exqxrtke, anq participating in the 
cducadond strvices ro our clients. NHSNYC is concerned that if the proposed changes take effm, i t  could 
damaucally impact thc degree of invesunent in under-sewed low- and moderate-income communi&s in 
urban and even m d  areas. Although NHS is proud of rhe baaking relationships that we have culdvated 
with these various hnanaal groups, it would not h a ~ e  reachcd this levcl wirhout the un-g 
enforcement from CRA.Wlrhout swh camprehensive testing, what incentive would many banks have to 
condnue rhe degree of t i n a n d  investment in many low- and moderate-communities? It is ow  hope that 
many of these long-dmc partnerships would conrinue to work wtl~comntmity development organizations 
in urban and m a 1  America as w d  as NHSNYC. 

On bchalf of Neighborhood Housing Services of NLWYork City, I apprcclace the opportunity to rendu 
comments of thc proposed rule, and I firmly recommend that it be wthdrawn and chat no actlon be taken 
on the current ~eguladons govenJngC k i .  

Thank you for you  attention to this uitical matter. 

cc. 	 Sarah Gereckc, Chief Executive Officcr 
Louis IGkemy, Dkcctor Lending &Program Services 
Bemell Grier, Clkf  Operating Officer 
NHS of .Neighborhood Director 
Janelle Greene, Director, Govanmcnt & Community Relations 
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