
October 19, 2004 

Mr. Kobcrr E. F d d m  
E~ccudx-eSeaetaq 
Attention: Commcnts/Lcgal ESS 
Federal Deposit Insurlncc Corporarjon 
550 17h Street NW 
Washmgr~l>DC 20429 

Dear Mr. Feldman: 

As a staff rnembrr of an affordable housing and communig dcvclopment otganizadon, I nm writing to 
con- my deepcst concem over several fundamentals of the F e d 4  Deposit Insurance Corpandon's 
(FDIC) proposed changes to thc regulations govElning the Community RLimrestmeat Act (C^RA)). The 
proposition ro raise the assct fireshold for small banks to $1 billion would s e r i ous lyden  CRA and 
undermine pmecships that Naghborhood Housing Services of New Ymk City and its d&r 
Neighborhood Offices and Ilomeirnership Ccnter: (NMS) and 0th- communiy devqbprnent 
organizations have cultivated and formed with banks. The proposed changes will impede thc dccadca of 
progress that has been made in underservcd communities. 

Since 1982 NHSNYC has bcen w o r h g  to provide Im-and modcrate-income residents rhe oppornmiq to 
purchaee heir own home or to provide them with the resources to maintain theit homa. We accornpli.. 
t l u s  mission by rehabi1itatin.g residential housing and rnked-usc prop&: constructingnew affordable 
housing and providmg pre- and post-purchase educadon which ultimately creatc neighborhood 
rmitahation. Furthemore, we are a mernbcr of Neighborworks/ Neighborhood Reinvestment 
Corporation, which is a not-for-protit organization chartered by the U.S.Congress that supports over 200 
community based orffcnizations throughout thc counay to prcnnotc community development and 
stabilization. NI-SNYC is dso a Community Developmenr. Finandal Institution and as such, wc are 
working hxd with otl~cr community md economic dcrrelopmcnt p u p s  to build wcaltb and further 
stabilixe and revinlizc communities with Iow- nnd moderate income familes. 

CRA has befin vital to the work o€Nf,BNYC. W not only providcs an incentive For h a n d  maucudnns 
to dcvelop relationship with NHS, but it is also a critical force in rnaintaiuing these r c b t i ~ n ~ s  and in 
keeping banks cornmined to ploviding products and services to midents in low- and modcra~eiacamc 
communihcs. CRA has been instrumend in increasing homeownashjp ntq bolstering the economic 
dcvelcrpmcnt and enlarging small busitmscs in Neu- York City and communities in Bedford-Stuyvesmt and 
East Flatbush in Brooklyn; Jamaica a n d  Northcm Queens, the North and the South Bronx and Staten 
Island as wrJl as thewghout the nation's low- md modentcincorne ndghburhoods. 

Under the prcscnr CXA regulahns, banks with assets of at least $250 million are graded by pcrfonnance 
based evaluations,which e&e EheL lcvd oflendmg, investing, and sen-ing low- and moderate-incomc 
cammunides. The ptoposcd changes will eliminate the investment and servicc conponcnts of the ClLl 
cram for statecharted banks arlth assets between $250 million and f 1 billion. In placc of the invesancnt 
and s&ce pare of the exam, the FDIC proposes to add a community development criterion. T h e  
community d c v e l o ~ n t  critedon would rcquire bvlks eo oflet commuaity developmat l,oms, 
investments. or savjces. 

This community dcvelopmcnt crirerion which thc FDIC: sccks to impose would clcarly be an insufficient 
replacement for orhe investment and services tcsts. Mid-sizebanks aith assets beween $250 million and 41, 



bil.l.ion would d y  have to consider doing ons of thtcc activities; i.e., community dcvclopmcnt lending 
investing or scrPidug, As ir is today, mid-size bank must q e in all three activiues. W~thFDIC's 
proposal, mid-&a1 banks could now choose rhc easiest or most conveniat communiy dcvelopmcnt 
activity for thcm. ns opposed to pxoviding a daailed rangeof activities which meet theneeds of low- and 
moderate- income communities. 

U~dercurrent CRA requlanents, lenders frequently work with NFISWC to capidhe existing loan pools 
or to aeake new products designed to spea,ficaDy target an undersmed market niche For exynplc, 
NIXSNYC has a loan product apitalizcd by a consortium of 15 bank aimed at rehabilitation of d l 
apaxtmcnt:buildings in low- and moderate-income communities. Wc have another loan product also 
capitalizedby a consortium of banks aimed at providing additional llnnaadresowes to hrst dme 
homcbuyers. Wc also have fines of credit from s w d  hanks which cmbh us to provide affordable homc 
repair loans to low-and moderate incomc homeoaroers. 'These ptoduw mcct a clear community meed but 
arc riskier and more labor jntensive, an4 were it not For CRA, it is unlikely that the banks would have 
collaborated to creatc such products or to provide individual Lines of credit 

Not only has C M  urged lmders to provtdc more appxopriatc products, it hnr alao encouraged lendm to 
become more involvcd in community educadon cffom. NI.ISMC is proud to have ova  forty h d  
institutions involved in providing lcnding, wlunreedng rheL professjonalcxpertisc, and pvtidpting in the 
educational setvices to our dicna. NHSNXC is concerned that if thc proposed changn take effect, it could 
dmnatically impact the degee of investment jn under-semed ioar- and moderate-L.-~.me communities in 
urban and evcn mrnl arcas. Although NHS is proud of the banking relationships that we have culhvatcd 
4 t h  these various ftnancialp u p s ,  it would not havc reached this level without the underlining 
cnforcemmt from CRA. such comprehensive testing, what incentive would many banks have to 
connnuc the depcc of financial investment in many low- and mod~rat~communities? It i s  our hope that 
rnany of these long-time paxtt~erships would conrinue to work with communitydevelopment aqanj7auons 
in urban and rural Arncrica as wcll as NHSNYC. 

On bchalf of Nc+hborhood Housing Serdccs of New York City, I appreciate the oppormniq to rcnclel: 
comments of the propo3ed d e ,  and 1Iitmly recommend that it be dthdrawn and that no action be t b 

on the currcnt regulations governing CRn. 

Thank you for your attention to this critical matter. 

Claire Mitchell-Dumas 
Director 

cc, 	 S a d  Gereckc, Chief Executive Officer 
Louis K j l l ~ ~ ~ y ,  Leading & P r o m  Services~ c t o r  

Bemd Gaer, Chicf Operating Of&cr 

NHS of MewYork City, Inc. 

Janelle Grccnc, Uirector, Government & Communitp Relntions 
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