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Ocrober 19, 2004

Mz, Roberr E. Feldman

Executive Secretary

Attention: Comments/Legal ESS
Federal Depoait Insusance Corporation
550 17* Street NW

Washimgton, DC 20429

RE: RIN Numbert 3064-AC50

Dear Mr. Feldman:

As 2 staff member of an affordable housing and commmunity development organization, I am wroting to
convey my deepest concern aver several fundamenmls of the Fedem) Deposit Insvrance Corporation’s
(FDIC) proposed changes to the regulations governing the Community Reinvestment Act (CRA). The
proposition to mise the assct threshold for small banks to §1 billion wonld seriously weakon CRA and
undermine parmexships that Neighborhood Housing Services of New York City and its eight
Neighborhood Offices and Homeownership Center (NHS) and other commmumity developroent
organzations have cultvated and formed with banks. The propored changes will impede the decades of
progress that has been made mn underserved communities.

Since 1982 NIISNYC has been wotling ro provide low- and moderate-income residents the opportunity to
purchase their oum home or to provide them with the resources to mainrain their homes, We 2ccomplish
this mission by rchabiktating resid ensial housing and mived-use properties; constructing new affordalile
housng and providing pre- and past-purchase educanon which ultimately create nsighbothood
revimlization. Furthesmore, we are 2 member of NeighborWorks/ Neighborchood Reinvestment
Corporation, which is a got-for-profir organization chartered by the U.S. Congress that supports over 200
commuaity based organizatinns throughout the country tn promote commmnity development and
stabilization. NHSNYC is alsa a Commuanity Development Fimancial Instinttion aad as such, we are
wortking hard with other community and cconcmic development groups o build wealth and further
stabilize and revitalize commumisies with low- and moderate income families.

CRA has been vic] to the work of NASINYC. CRA not only provides an inceanve for financial mstrtunions
to devclop telationship with NHS, but it is also a critical force in mainnining these relztionships and in
keeping banks committed to providing products and setvices to residenrs in low- and moderate-income

. communitics, CRA has been mnstrumentsl in increasing homeounership tates, bolstering the economic
development and cnlarging yonll businesses in New York City and commuaities in Bedford-Stuyvesant and
Fast Flatbush in Brooklyn; Jamaica and Northern Quecas, the North and the South Bronx and Staten
Island as well as throughout the mtion’s low- and moderste-income neighborhoods.

Under the preseat CRA regularions, banks with assets of at least $250 million are graded by perdformance
bascd evalusrions, which examne therr level of lending, investng, and serving low- and moderate-income
communities. "The proposed changes will ciminate the investment aad service components of the CRA,
exam for state-charted banks with asscts between $250 million and §1 bilkon. In place of the investment
and sexvice parts of the exam, the FDIC oses to add 2 commmnity development eneerion. The
community dcvelopment criteron would require banks to offer community development Joans,
INVeSstents, or services

This community development criterion which the FIJIC seeks to kmpose would cleadly be an nsufficient
zeplacement for the investment and services tests. Mid-size banks with asscis between $250 million and $1
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billion would oaly have 10 consider dotng ore of theee acuvities; Le., communaity development lending,
investmg ot servicing, A it is today, mid-size banks must cngrge ™ all diree activides. With ['DIC’s
proposal, mid-sized banks could now choose the easest or most convenient community deve!

acuvity for them as oppased 10 providing a detailed range of activities which meet the nceds of low- and
modernte- income communities.

Under curcent CRA sequizemnets, lenders frequently work with NHSNY(C to capitalize existing loan pools
or to create new products derigned to specifically @rget an underserved marcket nicke. ['or cxample,
NHSNYC has 2 loan product capitalized by a consortum of 15 banks 2imed at rehabiktation of small
apartment buildings in low- and moderatc-income corammities. We have another loan proctuct 2lso
capmalized by 2 consortium of banks aimed at providing additional finzacial fesources tn first vme
homebuyers, We also have Jnes of credit from severa) banks which enable us to provide affordable home
repair loans to low-and moderats jacome homeowners, These products meet a clear commmunity need, bue
are ziskiex and more labor intensive, and, were it not for CRA, it is ualikely that the banks would have
collaborated to create such products or to provide individual knes of credit

Not only has CRA urged lenders 1o provide more appropriate products, it has alao encoumped lenders to
became more mvolved in community education efforts, NHSNYC is proud to have over forty Sinancial
instituttons involved 1 providing lending, voluntesdng their professional expesmise, and participating in the
educational services to our clients, NEISNYC is concerned that if the proposed changes take effeet. it could
dramatically impact the degree of invesoment m under-sexved low- and modenate-income communities in
urban and even rural atreas. Although NHS is proud of the banking relationships that we have cultivated
with these various financial groups, it would ot have reached this level without the underlining
enforcerent from CRA. Without such comprehensive testing, what facentive would many banks have to
continue the degree of financial mvestmeat in many low- and modessre-communities? It is our hope that
many of these long-time partoerships would continue to work with community development omganizations
m urban and rural America as well as NHSNYC.

On behalf of Neighbochood Housing Scrvices of New York City, T appreaate the oppartanity to render
comments of the praposed rule, and T fomly recommend that it be withdeawn and thar no action be taken
on the current regulations govemning CRA.

Thank you for your attention to this catical marer.

S

Officer

cc. Saxah Gerecke, Chief Txecurive O ffcer
Louis Kilkenny, Director Lending & Program Services
Becnell Grier, Chief Operating Officer
NHS of Bedford-Stuyvesant, Neighbarthood Ditector
Janelle Greene, Director, Government & Community Relations
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