10/20/04 15:12 FAX 212 337 1988 NHS OF NYC @oos

- e

October 19, 2004 -

! 75 17
Mz. Robert E. Feldman =|'
Bxecurve Secretacy
Attention: Comments/Legal ESS
Federal Depoait Insurance Co:pc:nlioa
550 17% Speeet NW i
Washington, DC 20429 n

RE: RIN Number 3064-AC50

Dear Mr. Peldman: !

As 2 staff member of an afforda‘ﬁpc housing 2nd cammunity development otganizadon, I am writing to
convey my deepest concem oves several fundamentals of the Pederal Deposit Insurance Carpatanon’s
(FDIC) proposed changes to the‘}cgnﬂmm)s goveming the Commuairy Reinvestment Act (CRA). The
proposition to raise the asset threghold for small banks to ¥1 billion would sesiously weaken CRA and
undermine partnezships that Neighbarhood Housing Services of New York City and its eight
Neaighborhaod Offices 2nd Homjpownership Center (NHS) and other community development
organizadons have culdvated and) formed with banks. The proposed changes will impede the decades of
progress that has been made in uderserved communiries.

|
Since 1982 NHSNYC hss been qarklu.g to provide low- and moderate-income residents the oppertuaity 0
purchase their own home or to fitovide them with the resources to maintzin their homes. We accomplish
this mission by rehabilitaring residential housing and mixed-use properrics; constructing new affordable
housing and providing pre- and post-purchase educaton which wtimately crcate neighbozhood
revitalization. Furthermore, we ite 2 member of NeighborWarks/ Neighbothood Reinvestment
Co:pormon, which is a not-for-p oEt organization chartered by the US. Ca.nguss that supparts aver 200
commuaity besed organizations throughout the country to promote community development and
stahilizadon. NHSNYC is also n ommunity Dcvd-opmenl: Financial Institution and as such, we aze
working hard with other commugity and economic developmeat groups 10 build wealth and further
stabilize and revitalize communities with low- and modarate income families.

CRA has been vital to the work @ ! NHSNYC, CRA pot only p:avidcs an incentive for finaacial insttutions
to develop relationship with NH3, burit is also a critical force in maintaining these relationships and i
keeping banks caommitted to p:o products and services 10 sesidents in low- and moderate-income
communitics. CRA has been mshumcnt:alm increasing homeownership rates, balstering the economic
development and enlarging [bus:.nes ses in New York City and communities in Bedford-Smuyvesaat and
East Placbush in Brooklys; ] and Narthem Queens, the Narth and the South Bronx and Staten
Island gs well as throughour the fation’s low- and moderats-income neighbarhoads.

Under the present CRA :cgulzunliu, banks with assets of 2t least §250 million arc graded by perfocmance
based evaluations, which examing their level of leading, i investing, and serving low- and moderate-income
communities. The proposed chzhges will eliminare the investment and service components of the CRA
exam for state-chacred banks with assets hetween §250 million 2nd §1 billion. Ia place of the investment
and service parts of the exam, d:t{ FDIC p:oposcs to add a comamunity development critedon. The

community devdopmmr criterich would require banks w0 offes community development loans,

invearmsnrs or services. | !

This commuaity development cﬁkcmn which the FDIC seeks 10 impose would clearly be an insofficent

seplacement for the invesanent 2hd services tests. Mid-size banks with assets between $250 million and §1
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billion would only have to constder daing one of three actvites; i.e., community development lending,
investing or gervicing. Asitis n#day, mid-size banks must engage in 2l three activitics. With FDIC’s
proposal, mid-sized banks could now choose the easiest or most coavenient community development
activity for them as opposed o broviding « detailed aage of activities which meet the needs of low- and
moderate- income communities!

I
Under currentr CRA requirements, lenders frequently work with NHSNYC to capiralize existing loan pools
oz 10 create new products desigﬁ‘od to specifically target an underserved market niche. For example,
NHSNYC has a loan producr qpitalized by a consortium of 15 banks aimed ar sehabilitation of small
apartment buildings in low- andimoderate-income communities. We have another loan product also
capitalized by a coasortium of b%nks aimed ar providing 2dditional Aaancial resources to first time
homebuyers. We also have lines of credit from several banks which enable us to provide affordable home
zepair loans to low-and mo * income homeowners. These products meet a clear commaniry nead, but
are oskier and more labor intensive, and, were it not for CRA, it is uplikely that the benks would have
collaborared 1o create such p:ocflm.:is or 1o provide individual lines of credit.

Not only has CRA urged lenders to provide more appropriate products, it has algo encopraged lendess to
become more involved in commpnity education efforts, NHSNYC is proud to have over forty finandal
institutions involved in providing lending, valunteesing their professional expestise, and partcipating in the
educational services to our clienfs. NHSNYC is cancerned that if the proposed changes take cffec, it could
dramatically impact the degree of investment in under-sesved low- and moderate-income communities in
urban and even rural areas. Alrﬁmgb NHS is proud of the banking relationships that we have cultivated
with these vazious finandial groups, it would not have reached this level without the underlining
enfarcement from CRA. Withopt such comprehensive testng, what incentive would many banks have to
continué the degree of financial investment in many low- and modératc-communities? It is our hape that
many of these long-time partnerships would continuc to wask with community development organizations
in urban and rural America as well as NHSNYC.

1.

Oa behalf of Neighborhood Housing Sexvices of New York City, I appeeciate the oppartunity to reades
comments of the propased rule,'and I firmly recommend that it be withdrawa and that no action be taken
on the current regulations gove::ﬁ:;.{ng CRA.

Thank you for your attention to Lhm cdtcal marrer.

Angella Cummings A
Loan Officex I
|

cc Sarah Gerecke, Chicf Eéncum Officer
Louis Kilkenny, Directot Lending & Program Services
Bernell Grier, Chicf Opfizating Officex
NHS of __East Flatbush _ Tanya Ores, Neighborhood Dircctor
Janelle Greene, Directot, Government & Community Relations
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