
October 12,2004 

Mr. Robert E. FeIdman 
Executive Secrehcy 
Attention: Commcnts/Legd ESS 
Federal Deposit Insurance Corpotrtion 
550 17h Street NW 
Washington, DC 20429 

RE: NN Number 3064-AC50 

Dear Mr. Feldrnan: 

As a staff member of an affordable housing nnd community devdopment organizaddn, I arn arrithg to 
convey my cleepest concun over s e v 4  fundamentals of the Federal Deposit Insurance Corporation's 
(FDIC) proposed chingcs to the reguladons govaning the Communitg Rdnvesunent Aa (a).The 
proposition to raise the asset threshold for small banks to $1billion would seriously weaken CRA and 
undermine partnerships that Neighbarhood Housing Services of New York City and its ughr 
Ncigbborhood Offices and Homeownership Center (NHS) and other community dcvdopment 
organizations h v e  cultivated and fowed with banks. The proposed changrs dimpede t;;c dccadcs of 
progress thrt has bccn made kr undcrserved conzmunides. 

Shca 1982NHSNYC has been working to provide low- and modexareincome residmts h e  opportunity to 
purchase thdr own homc or to provide thcm with the rcaourccs to maintain their homes. We accomplish 
this mission by rehabilitnting residential housing and mixed-use properties; constructuy ncw affordable 
housing and providing pre- and post-purchase cducadon which ultimately create neighborhood 
rcvidkation. Futthennore, we are a member of Neighborworks/ Neighbarhood Reinvestment 
Corpontlon, which is a not-for-profit orgurL~tion chaered by the U.S.Congress &at supports over 200 
communitg based orgakattons ehroughout the counrry to promote commuuity dm-elopment and 
stahhation. NMSNYC is also !a the Community Dwelopment Financial Institution and as such, we are 
working hard with other community and economic developmentgroups to build wealth and funher 
stabilize and revitalize comrnuaitics with low- and moderate income funilies. 

CRA has bear v i d  to the work of NHSNYC. ERA not only provides an incentive for hmda institutions 
to develop relationship with NHS, but it is  also a critical force in maintaining these relationships and in 
keeping banks committed to providing services and products to residars in low-and moderate-incomc 
communities. CRA has been insaumental in the i nea se  of horneownmhip rates, bolsming &e economic 
development znd en.largement of small businesses in New York City and c o d t i t s  in Bedford-
Stuyvesant and f i s t  Platbush in Brooklyn; Jamaica and Northem Queens, the N o d  and the South Bronx 
and Staten Island aswell as throughout the nation's low- and moderate-income neighborhoods. 

Under the present CRA regulations, bankswith asscts of at least $250 million ate graded by paformmce 
based evaluations which examine heir level of lending, investing and services to low-and nioderate-income 
communities. The proposed changesdeliminate the invesmenr and service components of the CRn 
=am for srate-chartcd banks with assets betweea $250 million and $1 bi.Uon. In plice of the investment 
and service pans of the cxam,the FDICproposes to add a community development ctiterion. The 
community development dtedon would obligate b& to offer community dwelopment loans, 
invesrments w sarices. 

This community dwelopmcnt aiterion in which the FDIC seeks ro impose would deatly be an insufficient 
replacanent for the investment and swices tests. Mid-she banks with assee betwetn $250 million and $1 



billion would only have to consider doing one of three activities; i.e,community development lendmg, 
investing or services. Ar it k today, mid-size banks must engage in all rhree activities. In FDIC's proposal, 
mid-sled ba& could now choosc a c o d t y  development acddty that would be easiest or most 
convenicnr for than as opposed to providing a detliled range of activities which m m  the needs of low- md 
modcntc income communities. 

Under current CRA requirements, lendas frequently workwith NHSNYC to api& existing ban pools 
or to create new products designed to specifically to get an undetsvscd market niche. For exunplc, 
NHSNYC has a loan product capidzed by a consortium of 15 banks aimed at rchahiliodon of small 
apartment buildings in low- and moderace-income communities. We have another loanproduct l o  
capitalized by n consordurn of banks limed at prodding addidoell h a n d  resources to h r  time 
hornebuycrs. We also have 1in.e~ of acdit form several banks which enable us to provide affordable home 
rep& loans to low-and moderate income ho rnemas .  These products meet a dcar cornunity need, but 
arc riskier and labor inren.sf~e and were it not for CRA it is unlikely h a t  the banks would not have 
collrborated to create such products ar provided individuallines of credit 

Not only bas CRA urged lenders to provide more appropriate products, it bas also encouraged lenden to 
become more involved in community education efforts. NHSNYC is proud to b v c  over forty hnancial 
institutions involved in providing lending,volunteer their professional espcrtise and pattiApatc in the 
educadonal s e ~ c c s  to out dients. NHSNYCis concerned that if thc proposed changes &effect, it could 
dtarmticdy impact the degree of investment in under-suvcd low- and moderatc in~~mecommunities in 
urban and &entun1 areas: A1,tbugh NHS is ptoud of the banking reLtionships that we have culrivsted 
with these various Gnandalgtoups, it would not ha* reached this lmd without the underlining 
enfoxcement born CRA.Without such comprehensive testing, what incentive would ma* banks have to 
contlnue the dcgree of h a n d  invesrment in many low- and modcrate-communities? It is out hope that 
many of thae 1,ong-time paxtnerships would condnue towork 4 t h  community dc~elopment organizations 
in urban and m a 1America as well a3 NHSNYC. 

On bchalf of Neigl~borhood Housing Scrvices of NearYork City,I appreciate the oppartunity to render 
comments of the propmcd rde and I h l y  recommend that it be withdrawn and that no acdon be taken 
on the current rcguladons governingGRA. 

Thank you for your attention ro this criticaI matter. 

Sincerely, 

-
Loan Officex U 

cc. 	 Sarah Gerecke, Chief Executive Officu 
Louis W e n n y ,  Director Letlding & Program Scrvices 

Neighborhood Director 

Janelle Gieene, Dkect;or, Government & Community Relations 
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