15:13 FAX 212 337 1988 NHS OF NYC @008

10/20/04
= == === NecHaosHoOoD HOUSING Seavices _
===
= North Bronx _ Tel 718.881.1180
' 1178 E. Gun Hill Road » Bronx, NY 10469 S\TYL Fax 718.881.1150
October 19, 2004

Mr. Robert L. Feldman

Execurive Sccretary

Attention: Comments/Legal ESS
Federal Dopogit Ingurance Carportation
550 17 Steect NW

Washington, DC 20429

RE: RIN Number 3064-AC50

Dear M, Feldman:

|
As 2 staff member of an affordable housing and community devclopment organization, I am writing to
convey my decpest cancern over scveral fundamentals of the Federal Deposic Insurance Cozporation’s
(FDIC) praposed changes to the regulations goveming the Community Reinvestment Act (CRA). The
proposition to raise the asset threshold for small baaks to §1 billion would sedously weaken CRA and
undermine parmerships that Neighborhood Housing Sexvices of New York City and its cight
Neighbashood Offices and Homeownership Ceater (NHS) and other community development
organizations have cultivated and formed with baoks. The proposed changes will impede the decades of
progress that has been made in underserved communines.

Since 1982 NHSNYC has heen working to provide low- and moderatc-income residents the opportunity to
purchasc their own home ot to provide them with the resources to maintin their homes. We accomplish
this mission by rehabilitating residential housing and mixcd-use propcrties; constrocting new affordable
housing and providing pre- and post-purchase cducaton which ultimately create neighborhood
revitalization. Fucthezmore, we ace 2 member of NeighbarWorks/ Neighborhood Reinvestment
Corporadon, which is 2 not-for-profir arganization chartered by the U.S. Cangress that supparts over 200
community based organizations throughout the country to promote community development and
stabilizadon. NHSNYC is also a the Community Development Finandal Institution and as such, we are
wotkng hard with other community and cconamic development groups to build wealth and further
stabilize and revitalize communites with lows 2nd moderate income families.

CRA has been viml to the work of NHSNYC. CRA not only provides an inceative for financial institutions
1o develop rclationship with NIIS, but it is also a cdtical force in maintaining these relationships and in
keeping banks committed to providing services and products to residents in low- and moderate-income
communities. CRA has been instrumental in the jncrease of homeownership rates, bolstering the economic
development and enlargement of small businesses in New York City and communities in Bedford-
Srayvesant aod Fast Flatbush in Brooklyn; Jamaica and Northern Queens, the Nerth and the South Bronx
and Staten Island as well as throughour the narion’s low- and moderate-income neighbarhoods.

Under the present CRA regulstions, banks with asscts of at lcast $250 million ace graded by petformance
based cvaluations which cxamine their level of lending, investing and scrvices to low- and modecaterincome
communities. The proposed changes will eliminare the investment and secvice components of the CRA
cxam &". state-charred banks with assers between $250 million and 31 billien. In place of the invesonent
and sexvice parts of the cxar, the FDIC proposes to 2dd a community dcvelopment caredon. The
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community development criterion would obligare banks to offer community development loans,
investments o7 scrvices.

This community development critedon in which the FDTC sccks to impose would clearly be an nsufficent
replacement fox the investment and scrvices tests. Mid-size banks with assets between $250 milllon end $1
billion would only have to consider doing e of three activities; ic., community development leading,
investing oz services. As itis today, mid-size banks must engage in all three activitics. In I'DIC’s proposal,
mid-sized banks could now choose 4 cammunity development activity that would be easicst or most
convenient for them as opposcd to providing  demiled range of sctivities which meet the nceds of low- and
moderate- incame commuaitics.

Under current CRA tequirements, lenders frequeatly work with NHSNYC o capitalize existing loan pools
or to create new products designed to specifically to target an underserved market niche. For example,
NHSNYC has a loag product capitalized by a consortium of 15 banks aimed st rchabilitadon of small
apartment buildings in low- ahd moderate-income communities. We have another loan product also
capitalized by a consorthum of banks aimed at providiag additional finaqcial resources to first time
homebuyers. We also have lines of credit form several basks which enable us to provide affordable home -
repair loaas to low-and moderate ncome homeowners, These products meet a cleas comrmunity need, but
are tiskier and labar intensive and were it not for CRA it is unlikely that the banks would not have
collaborated to create such products ox provided individual lines of credit.

Not only has CRA usged lenders ro provide more appropdiate products, it has also encouraged lenders to
become morc involved in community educason cfform. NHSINYC is proud to have over forty financial
instrutions involved in providing lending, volunreer their professional expertise and patticipate in the
educational setvices to our clisntn. NHSNYC is concerncd that if the proposed changes take effect, it could
dramatcally impact the degrec of investment in under-served low- and moderato-income communitics in
urban and even rural aveas. Although NEIS is proud of rhe banking relationships that we have cultivated
with these various financial groups, it would not have reached this level without the underlining
eaforccment from CRA, Without such comprehensive testing, what incentive would many banks have to
continue the degree of Gnandal investment in many low- 20d moderate-communitics? It is our hope that

many of thes¢ long-timc partnerships would continue to work with communiry development ozganizadons
in urban and ruzal America 2s well 28 NHSNYC,

On behalf of Neighborhoad Housing Secvices of New Yotk City, I appreciate the OppOTWNIty to render

comments of the proposed rule 2ad I frmly recommend that it be withdeawn and that no action be taken
on the current regulations governing CRA.

Thank you for your attention to this critical matrer.

Sincecely,

M

Theress Ortiz
St. Loan Officer

cc. Sarah Gerecke, Chief Executive Officer
Louis Kilkenny, Director Lending & Program Services
Bermell Grier, Chief Operating Officee
NES of Notth Bronx, Neighbothood Directos
Janclle Greenc, Dircctor, Govermnment & Community Relations
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