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Re: RIN 3064-A

Proposed CR

The proposed Community Reinvestment Act (CRA) changes are anti-public &rest grid sh&d 
be withdrawn. I was shocked to learn that the proposed FDIC plan to increasi'the streamlin~d 
examination plan fiom $250 million to $ 1 billion, will almost eliminate C f i  req&2ments for 
about 2,000 banks (96% of all FDIC regulated banks) with total assets of about $800 billion. 
The plan change would affect branches in over 18,000 communities. Banks that qualify for the 
streamlined changes will then only have to engage in one of three activities (community 
development lending, investing or services) in disadvantaged areas instead of all three. 

In California 122 of the 146 state-chartered banks located in urban areas will have their CRA 
requirements almost eliminated by the proposal. Our San Diego area has a number of banks who 
will no longer be required to serve our minority and low and moderate income communities. In 
fact all locally owned banks will be allowed to have the changes fiom the FDIC proposal. This is 
absolutely wrong! 

Personally, I have a lot of background in opening branch offices and lending in disadvantaged 
areas. The person who got me f ' up on this subject was Governor Ronald Reagan who 
appointed me to 3 positions in his administration and I also served as an alternate member of his 
7 member Cabinet. When Ronald Reagan died I was asked to appear on TV 3 times to reflect on 
my experience with him in Sacramento. San Diego's business newspaper, The Daily T m r i p t ,  
asked me to write an article on my personal experiences with Governor Reagan (article 
attached). Read the varamvh "Business Involvement" which refers to serving disadvantaged 
areas. Reagan was a leader in helping disadvantaged and minority communities. The proposed 
CRA changes will mean that some banks will not be required to serve San Diego areas that badly 
need financial help. 

Upon returning to San Diego I became Managing Officer and later President of San Diego 
Federal. We immediately opened the firstbranches of any financial institution in San Diego's 
primary Afiican-berican and Hispanic Communities. I was very fortunate to retire in 1988 
before the passage of FIRREA. FIRREA has resulted in the elimination of all S & Ls in San 
Diego and the reduction in California is fiom over 200, twenty years ago, to about 20 S & Ls 
now left in our State. San Diego has lost institutions that had very strong desires to serve 
disadvantaged areas. 

Two attached editorials fiom 1989and 1990 provide some background as to the power behind 
the passage of FIRREA in 1989. A question - Is the banking lobby going to win again like they 
did in the passage of FIRREA or will the public prevail by the dumping of the proposed CRA 
changes? 



For the past 12 years I have served on San Diego's City-County Re-Investment Task Force 
which enforces the CRA. I was appointed by the African-American members of both the City 
Council and the Board of Supervisors because of my background and dedication to serve San 
Diego's disadvantaged areas. Ifthe proposed changes to the CRA are made by the FDIC our 
Task Force will be probably be eliminated (this is a public service body with no remuneration). 
We work closely with banks in monitoring their service to disadvantaged communities. 

In San Diego the CRA law has been of tremendous help in upgrading our disadvantaged areas. I 
can see the future closures of bank branches in disadvantaged areas in San Diego if the CRA 
changes are made as the CRA requirements for most banks will be history. Already check 
cashing companies are exploiting low and moderate income people with unbelieveable fees. We 
don't need to force more people to use check cashing companies. 

I personally enjoyed helping to serve San Diego's disadvantaged areasand it was a thrill,as 
indicated in the article, to be told by the FHLBB that our institution had the # 1 CRA ranking of 
all S & Ls in the U.S. We were asked by the FHLBB to help them in educating other S & Ls in 
CRA activities. 

I remember well the events around the passage of the CRA law in 1977. As the California 
representative on the Executive Committee of the U.S. League of Savings Institutions I 
personally lobbied hard in Washington for the CRA bill and was a leader in getting the U.S. 
League to strongly support the passage of FIRREA. The commercial banks were not for it and at 
the U.S. League we led the way to help get the CRA enacted into law. All of our California 
congressional members on the House Banking Committee (both parties) supported the legislation 
as did California's two U.S. Senators. 

In closing, please drop the FDIC's proposed changes and leave things like they are. In San Diego 
the changes will really hurt our area. Smaller banks now can and do make good profits doing 
CRA lending and the communities benefit. The CRA change to streamline will hurt low and 
moderate income areas and is anti-public interest. Don't do it! CRA works so please reject the 
proposal and keep CRA "as is"! 

Sincerely, 

%-James C. Schmidt 
Retired President, Great American Bank (name changed from San Diego Federal) 
Public member of San Diego City-County Re-Investment Task Force since 1992 

CCs -FDIC Board Members, Donald Powell, Chairman, John Reich, Vice Chairman; Thomas 
Curry, Director; John Hawke Jr., Comptroller of the Currency; and James Gilleran, Director of 
the Office of Thrift Supervision. 
Congressmen Randy "Duke" Cunningham, Duncan Hunter and Darrell Issa. 
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WAmclwlmpot: Congress sl~nll n~&eno larv rcspcctic~g 

m etablishment of religion. orprohibiting the free exercise 

OPINION& COMMENT 
themfj or rbri&ing the fimdbnl ofspeech, or of the press: 
or ihc rightofhpcopleperccnbly foawcnrblc, ntrd topcti- 
tion thegovernment for a r e d m  ofgrievilnces. 

Remembering.the governor from California. 
Gordon Luce ptd1Irad'tlwereat flies-r returnedfrom the state tour sluken An exeellent oncpage memo plan for cabinet 

Commentary honor of joining Ronald Re&& at byWIGhe kamed. meetitlgrwasrecommendedby cabinetSecretaryBill 
the start of his tern) as gwcrnor of Ho immedi i  announml that he Clulr urd doptsd by thepmnor ,  The memo plan By Jitrl WUI in fuU 
Cdifornia in January 1967. support of Scl~tnidt the principles of the W o r d  Act and 

We ran the Business and d6pgweu1~~egkl . t lon th . tu fa r ldbawr i -
Tkansportationwcy ur kagank ties in improving their h6uhgD6tdb 

appointees, with Gordon as secretary and m y d m  Reagan deeply bJkved th.t I.boa .nd 
assis011srcretar).and clricfdcpr~ly. a lon~w i U 1  the minoriv community, should n d  the cabinot mcmbcrs, then h iat the cabinet 

We oversaw the four transportalion d  ~ t togetlier s tosdve housing pmbkma meeting. The gvcmor would then makehidecision. 
,and the scvcnbusiness regulatorydqmrments,whidc I was p a w d y  inMhred in the &with As an .kanuts member of the &net as the 
included Banking, Savings and LOMB,RCJ Estate, the gmunor,as the Housing and Community BllsiwsinB 

Dcvdopmeht DepUtm~tfdl unda our ~~ 
' n&ncyreprarcntaaiq I 

Cnpmhions, Insurance, Housing and Community ~~~t in state m-
Development.and Alcuholic Devrrage CmtmL and mm*tY. mmt thanin thbprinte aector and it d y helpad in 

When I returned to San Digo, Gov. Reagan Mter IjoincdSIll-DicgoIbdml- k&cr-ta my f u h  ~ r a 
appointed me bthe Stace lhnsportation B60nl and Great Amerian in 1969 u g olfim,
the California Toll Bridge Authority tohelp continue immediatelyimplementedthe Reagan p h i 4  in Biputb.qpbip
his plans to improve t m u p r t n t i o ~ ~  in W f o m i r  serving Sari Dkp'a  older and dhdvantagsl a r ~ a ~ ,  Reagan led tile way as a Republican in dmloping 

I have many great men~ories. but hen a n  mv rec suchasIaP.nHdpJ,ta- .  witlr adan to financchousina- good mlath&ps with DanacRta He did such 
ollectio~~s &I. 

a 
of important il~ingsthat happened in h s e  .;;ek good* inthisdfortthat Hugh Bwna of Ptesno, 

durirrg 111y t i~ae in Sacramento: In t l ~ e  1fi@(~, we ere told by theF e d d  Home DcmoarticpresidentprotemofthtSenate,was~ 
Logn M k  B o d  tllst mI d  the No.1 Community chair ofhganbIg?oF M M ~ ~campaign. 


Bluinfmiawhrameat Re-Investment Act nnking in &ng di8uiyu1@ Demoentic Sen. Randy Collier of Yreka, who 
Reagan believed the business comnrunity - is kev to arena nmonx1111 mines and ImMin thecountry. savcd ovu in the statro Senateand wss chair 

addressingsocial pmblenls. I wiU -r f e &&thelpvunotb en&rage- of the~enr t s7ha@at ion  Commilloc, a l w o ~ ~said 
B d  on perso~~al involvement. lac was concerned mcnt for the busineae conununitv to helo and serve that R48n was the Imam- g m o r  - he had 

about but supportedonlysonte of UIC principlesorthe the minority community And thehadwuitaged. worked&. 
1964 Rumford Fair Housing Act,d~ ic l rI d  bnnned M n gRugan in !&mamento was an experience1 
housing discriminstio~l hued on race. lire act had Muumnmt* 
 will alwkyi remember. It t l d  not have been better. 
been declared unconstitutional in 1967 and was a Reagan's cabinet on$ had m& members, indud- Hewas thtniasrpmonanyonecwldmrmeet. 
controversial issue in Sacramento. Reagan I d  ques- ingtfour secretaries ocraseeing 40 -nb, a 
tionsh u t  i t  dirator of finance, executive wxxetaqfchiefof d, S d u n ~ a w r p n s i c h t o f ~ ~ F ~ S a v

In January 1968, Reagan 
-
toured t l ~estate and met UICcabinetsecretsrvand also UGw.Bob F i i .  a d  Lu&hut Amcrimn h&m &'ring inI98B.He 

only with minority groups with no media pnsent. The cabinet met-twice a we& fot *n hour and a rnuad under Gov, R d Rspgan m adatant ran-
Bobby Ke)w of San Diego tookthe trip with trim. half. Only cabinet members sat at the table with the taw 4thBusiness and nunaportation Agmcyfrom 

Keyes, an Mrican-hericnn, was one of tlw minor- gwemor.Thecounseland kgidativedirrdor were at 1967-69. 
ity n ~ c n r k aof the Reagan adn~inistmtion. the sides to ariswem questionsif needed. Bo- Code: 2oauw1otzb 

i n ~  
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Are the Referees Neutral? 

Ac the Bush plan to bring financial integrity u~ che deposit insurance 

sysyrccm hlr worked its way through the A d m i n u d o n  and the Congress, i 
we've h e d  a lot about pressure from "spcaal interests.' 

The phnse generally means the thrift industry Pzde groups and a I 

number of legkkmo who are viewed u being b i d  on their &half. 
But in hcr no group has lobbied u hard - or as cffcctivciy - as the 

Amcricur Banken Association. 
On the crucial issues of parity in premiums and he quadon of innar- 

race stickas, the ABA has prevailed. 
The banking p u p  had a h a d  SM on ocher lobbying organia&ns. \ 

The A W s  point of view hy already won out in the dntdng sta&s rr the 
Trasuzy D e v r  

By preserving w o  separate insurance identities, rhe Treuury h u  
locked thrift insdmtions into a rimadon in w h i  their insurance will c o b  
h u e  m cost more and the funds that will k covered by tbat i n n r ~ c e  
a hwill b a r  a pcdy price. 

had now it has been disclosed rhit the w o ' i n d i d d  gi& xtqmnsi-
. 	 biity for dnfdng the masure (recnrircd m T-u~ ortcamily u Gin-

tcreskd academics) earned enormous consulting fees from major ' 
' 

c o m r n e ~bank and a n  crpccr to resume rhore rckrionships when 
fhy lave governmar 

We don't accuse Robert Chube r  o r  David Mullins of showing 9

f i v o r i r k  to the bank position. But the appunnce  of I confIiu cc&y i 
exiscr 

We think the Treasury dedrion to accept chc imaonal scpvuc in& 
rnce sacker dunand of the ABA not only will g k  burlu a conhued  huge 
compcadvc a d v ~ ~ ~ q e .  

IciLowillmaa theevenmaicouto - the 
... 
arpryvwillbeincstsred by

b i in so fdo Ikn .  . . . -. -
On the rcicker h e .  the Treasury made d m  chu it had decided ariy 

on m conhue  the wo separate idcndf)ing deak and mrde surt'rhurhe 
Gngrcuionaf cammittces concerned u n d e n d  that rhe subject was 
d d .  


The deregulation process wu supposed to assure a "Id.pk$ng 
field,' something Qe ABA dwayr suppom. at l a r r  &I)'. 

But in k t  rhe playing field for reail deposio hu borne a kbs~rial 
d m  slope in rhe d u d o n  of the banks for some y e r n  now and the 
pending legislacion asurea it will remain out of kiler 

1 

We hope the decision to hand chis crucial cornpeuciw long-ccrm 
advanqe  to Qe commercial banks was reached without an eye m any 
one's fuarrc consulring fees. 
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An Ideologue' Departs-
When Robert R Clauber and David MuJlins were nvncd as key 

depurica w Treasury Secrc- Nicholas Brzdy back in early 1989, we 
voiced coaccm abour their ncprive atdtude towvd spe&Lized housiag 
Lendca. 

Both men tud ough t  at  H v v u d  and had worked on a consulhg 
basis for major commac id  bank 

Mr. M d l h  now b vice chairman of the Federal Ruervc whcrc he 
h u  kenan advoacc of monetary policia that appa r  designed to widen 
the r p r d  of big c o m m d  banks and that would allow banks cnay 
into h o u  say ,b&o;r r h q cover 

And Mr. C l a u b a  now LO^, is leaving the ~ r - & y  to return to 
academia (and c o d r i n g ) .  

His luting legacy sr u h d m e c r c ~for Gnance ir che Fiirncid 
Lnsumdons M o m .  Recovery and Enforcement Acr . -

Under FIRRILL rhe Lhriit i n d u a y  was to be rauucnucd into an 
e&cient horuing lender and the governmenr m a  to be protected &om 
my hnuo dbaer in deposit h u r m c e .  211 ac a supposed cost of $50 
billion plua inccrar 

The Lopage ofFXRRE.i hr;Left for dead dozens of W c kdardocu 
chat had bem profitable and solvtnb 

And it has meed a r c g u l r o y  sywm chat has stined p o d  and 
profiably beyond anyone's woot feuz 

In rhe current tinand,cpvironment avifu should be gmwing rapidly 
m d  cvning au&anrial profits. 

But only a portion of the indruoy L protuble and veiy few a a  
afford cvcn minimd g m h .  9

By the wry. tb rc  $50 billion plus i n t a a c  hu gmwa in n ~ w d 4 a I f  
7LO more than$200billion plua in-& despite the Admirrirrrrdon's 
-cce - chrr FIICRUbad solved the pmbfcn.

IfMr.Bush ia d e a d .  we hope & k e n r l  Brrdy (or r aace-r) 
will seek rcpkccncnm for MerPI CLubcr aad Mullina thac don't come 
burdened wich aa ideological position thac aEccn wfurc~erthey do. 

The  counay  can ill afford another round of govctnmenc by 

w 
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