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My comments are limited to three CRA issues that impact affordable housing
development and preservation for low-moderate income (LMI) people. Those issues are
affiliate activities, community development, and CRA data collection, reporting, and

disclosure.
Affiliate Activitics

The agencies should revise CRA regulation to require that examiners routinely
consider activities not just by all bank affiliates, but by all bank subsidiaries and
independent mortgage companies' so that CRA regulation applies to all of today’s
mortgage lenders and all mortgage-related activities, including insurance companies and
Wall Street investment houses.” Revising CRA regulation will benefit all consumers,
especially low-LMI individuals and households. 2006 Home Mortgage Disclosure Act
(HMDA) data indicates that while 34 percent of all mortgage loans are LMI loans, 13
percent are by banks and their affiliates outside their CRA assessment areas and 11
percent by independent mortgage companies.” In other words, over 70 percent of LMI
loans are outside current CRA regulation.

The agencies should also revise CRA regulation to expand the definition of a

CRA assessment area to include all areas in which a financial institution is profiting and
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conducting f{inancial business.” Alternatively, as many commentators have proposed, the
assessment area should at least include all areas in which an institution has more than a
specified share of the lending or deposit market.® To leave the current definition of
neighborhoods as where banks have branches and take deposits only tempts banks to
resume risky subprime lending outside their CRA assessment area.’

Community Development

The agencies should consider a]l appropriate revisions to the definition of
community development. Their recent proposal to add “loans, investments, and services
that support, enable, or facilitate NSP-eligible activities in designated target areas
identified in plans approved by HUD under the Neighborhood Stabilization Program
(NSPY*7 is an appropriate revision. The proposed addition will give a financial
institution favorable CRA consideration for, among other things, donating other real
estate owned (OREO) properties to non-profit housing organizations in eligible LMI
areas.”

Another appropriate definition revision would be to add “loans, investments, and
services that support, enable or facilitate community land trust (CLT) provision of

affordable housing to LMI persons and households in CLT-identified and CRA-approved

LMI areas.” Given that CLTs have the lowest foreclosure rates,’ this addition would
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ensure that the housing in those areas remains LMI affordable for at least the initial 99
years of a typical CLT ground lease. Alternatively, CLTs should be given priority over

other non-profit housing organizations under the recently proposed NSP addition.

CRA Data Collection, Reporting, and Disclosure

The agencies should consider changes to CRA data collection, reporting, and
disclosure requirements. Incorporating more quantitative measures into the CRA Service
Test would enable the CRA to assess more accurately the quality of a financial
institution’s outreach and disclosure to the IMI public it serves.”” Quantitative measures
should include the number and percent of a financial institution’s branches and deposit
accounts in LMI neighborhoods.!” This will ensure that CRA exams contain substantive
analyses on the distribution of a financial institution’s branches and deposit accounts
instead of simple assertions that it provides services to LMI consumers. 2

Quantitative measures should also include a financial institution’s record of
receiving and denying loan applications.”® The number of loan applications a financial
institution receives and denies in a community relative to other communities is a good
indicator both of its commitment to lend in that community and of the number of loans

that community will receive,*
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Quantitative measures should require separate analyses of both a financial
institution’s loan purchases and loan originations and its prime and subprime lending,
Separate analyses of loan purchases and loan originations would make it difficult for a
financial institution to manipulate a CRA exam by buying loans made to LMI borrowers
immediately before that exam. '’ Separate analyses of prime and subprime lending would
ensure that a financial institution doing both types of lending offers a balanced product
mix to LMI borrowers and communities.'®

Quantitative measures should also require a financial institution to compare its
prime and subprime lending record to all lenders in its area. Such comparison would
enable it to determine if its loans in an LMI neighborhood do more harm than good.'”

If an ultimate CRA goal is promoting community development, the CRA should
assess whether it has achieved that goal.'® Incorporating the above quantitative measures

should enable the CRA to make that qualitative assessment.

Respectfully,

Barbara Corkrey, Attorney
Community Economic Development

Legal Aid Foundation of Los Angeles
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