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Dear Sir or Madam:

JPMorgan Chase Bank, N.A. and its bank affiliatedléctively, “Chase”) appreciate the
opportunity to comment upon the Proposed Revigionke Community Reinvestment Act Interagency
Questions and Answers Regarding Community Reinvagtithe "Proposal”) of the above-named
agencies (the "Agencies").

Chase has a strong commitment to the communitiedich it does business and brings a wealth
of experience to helping meet the credit needswf hnd moderate-income borrowers and
neighborhoods in its local communities by providamgmmunity development loans, investments and

services across its banking markets.



Chase supports the Agencies’ effort to periodicafigdate the Community Reinvestment Act
Questions and Answers (the “Q&As") to provide aidbtiél guidance and clarification in areas where
guestions or inconsistent practices are known tpresent. We further believe that opportunitieste
make changes to the CRA Q&As to assure that thié apd intent of the statute continues to be metri
environment that has changed greatly over time@sblogical, environmental and other advancements
have affected all communities, including thoseosf-and moderate-income.

As requested in the Proposal, Chase is providimgneents on specific topics and questions in the
Proposal.

Proposed Revisions to Existing Q&As
I. Access to Banking Services
Chase supports the proposed revision to expand tleRA guidance to reflect a more

balanced approach, recognize the role of technology meeting banking needs and give
greater CRA consideration to alternative delivery nechanisms that meet those needs.

A. Availability and Effectiveness of Retail Banking ®rvices

The Agencies are proposing to revise section 4(d)&3)-1 to clarify how examiners should
evaluate and consider alternative delivery systemdelivering retail banking services within an
institution’'s assessment area. The proposaténded to provide additional clarification on theeat to
which alternative delivery systems will be consetem a CRA exam.

As the Agencies indicate, “given the extent of teslbgical innovation in the delivery of banking
services, alternative delivery systems can cregperunities for institutions to better reach aedve
low- and moderate-income geographies and indivedualVe agree with the observation of the Agencies
that the emphasis on full-service branches hasrma to be present in CRA exams, despite
technological advances that include, but are nutdd to, online banking, mobile banking, remote
deposit capture and 24-hour banking kiosks. Chebeves the proposed change supports and clarifies
the intent of the Agencies to “encourage the usdldfpes of delivery systems to help meet thedeead
low- and moderate-income geographies and indiveualhis change is also consistent with evidence
that low-and moderate-income consumers are follgwhie broader trend toward adopting online and
mobile technology.

As indicated in the Federal Reserve Board Studwfiktarch 27, 2013 entitled “Consumers and
Mobile Financial Services”, among the 90% of undanked consumers with mobile phones, 49% had
used online/mobile banking in the twelve monthceding November 2012, up from 29% since

December 2011. Additionally the study noted thabile phones may also allow for the extension of



financial services to an additional 10% of the papon that is unbanked, as 59% of this group has a
mobile phone, half of which are smartphones. Bhd=Study from April 2014 entitled “Assessing the
Economic Inclusion Potential of Mobile Financiar8ees” further found that 26% of the underbanked
use online banking as their main method to act¢essaccount, and the underbanked are more likely t
use mobile banking (9%) than the fully banked (5%).

Recognizing these changes in consumer behaviomvitib CRA guidance is fully consistent
with the spirit and intent of the CRA statute tompote the role of financial institutions to meed th
convenience and needs of local communities by eaging consideration of all means of providing
access to retail banking services.

B. Alternative Systems for Delivering Retail Banking ®rvices

Q&A Section __.24(d)(3)-1 is being modified to piae further guidance regarding how
examiners will evaluate the availability and effeehess of alternative delivery systems, include
examples of alternative delivery systems, and ti@eexamples are not intended to limit consideragif
future technological advances. The proposal étarthat the focus of the evaluation will be toiegwthe
extent to which the alternative delivery systemesarailable and effective in providing financiahdees
to low- and moderate-income geographies and indalil

The proposed language makes clear that consideratildbe given to any information provided
to examiners demonstrating that an institutioftasraative delivery systems are available to, asedu
by, low- and moderate-income individuals, suckl@s on customer usage or transactions. The pabpos
also includes a list of factors that examiners g@ysider including:

» ease of access, whether physical or virtual

e cost to consumers, as compared with other delisgstems
» range of services delivered

* ease of use

» rate of adoption

» reliability of the system

In response to a specific question asked in thai&@gdor Comment, Chase suggests the
evaluation of the cost to consumers, in comparisather delivery systems, is best evaluated wittn
specific context of each financial institution. elprovision of retail banking services at a redunest is
not a requirement of the regulation and it is int@otr the Q&As be clear in that regard.

We believe the list of factors otherwise provideSisient flexibility and is generally appropriate.
To ensure consistent treatment in exams, we atpgesti it would be helpful for the final revision to
clearly specify that the above list includes pdssictors examiners may consider but is not iréenad
be exhaustive or to receive greater consideratian bther information an institution may elect to

provide. In addition, when evaluating the effeetiess of alternative systems, we recommend exagniner



utilize the population benchmark that is currestipulated in the regulation for use in the evaaraof
retail bank branches. Evaluating all elementhefretail banking services test against a common
benchmark will promote consistent treatment oflallvery systems across exams; i.e. comparing the
distribution of branches or addresses of custom#izing the alternate delivery method, to the
distribution of population within an assessmengare

Il. Innovative or Flexible Lending Practices

Chase believes the inclusion of innovative or flellie lending practice examples can
potentially be interpreted as encouraging practicethat may be neither safe, sound nor
sustainable.

As stated in the request for comment, one of tedierformance factors used by examiners in
the Lending Test for large financial institutiossain assessment of the institution’s use of “intiegar
flexible lending practices” in a safe and sound naario address the credit needs of low- or moderate
income individuals or geographies. While the gnmaclearly states that such qualitative considerat
are not required, but may be used to enhance CRArpence, an expectation has generally existed tha
an institution provide examiners with evidence wdtspractices.

The current CRA Q&As contain two examples of inrtoxeor flexible lending practices
pertaining to a:

1) community development loan program that incoafes a technical assistance initiative, and

2) small business lending program in a low- or erate-income area that incorporates an

initiative to contract with the small business loavers.
The Agencies are proposing to expand the list afrgtes of innovative or flexible lending practices
to include two new examples described as thoserinection with:

1) a small dollar loan program, outreach initiativesilmancial counseling targeted to LMI

individuals or communities, and

2) mortgage or consumer lending programs targeted/tiogeographies or individuals that
include underwriting standards that use alternatreglit histories in a manner that benefits
LMI individuals.

It is unclear if the proposed examples will resulinore programs that would be deemed
innovative or flexible in this regard, however e tixamples in the CRA guidance may lead to the
interpretation by some banks, community organinstiand examiners as a regulatory expectation that a
financial institution engage in the illustrated grees for the benefit of the CRA rating.

To enhance its usefulness, we believe it is ctifigenportant for the CRA Q&A guidance to also
reflect the importance of safe, sound and susthériabding practices as contained in the regulataint

.21(d) which states, in part, “Banks are permitiad encouraged to develop and apply flexible



underwriting standards for loans that benefit lowmoderate-income geographies or individuals, dnly

consistent with safe and sound operafioshsent the inclusion of specific language thatlerscores

the importance of balancing flexibility with safecasound business practices, there continues o be
possibility for other interpretations or a singutanphasis that would not have positive long-termefie

to low- or moderate-income geographies or indivislmar to financial institutions.

lll. Community Development
A. Economic Development

Chase supports the efforts of the Agencies to cldyithe definition of economic development

and proposes the purpose test component of the dafion be removed to ensure that all

small business and small farm loans, investments gervices meeting the size test as stated
in the CRA regulation receive CRA consideration agconomic development.

The CRA definition of economic development invol\esh a size test and a purpose test. A
loan, investment or service meets the size tésfiffances or otherwise supports an entity thag¢tmehe
size eligibility standards of the Small BusinessvAuistration’s Development Company (“SBDC”) or
Small Business Investment Company (“SBIC”") prograonsas gross annual revenues of $1 million or
less. To meet the purpose test, the activity ipr@hote economic development by supporting
permanent job creation, retention or improvemenirfdividuals who are_“currentiyow-or moderate-
income, businesses in low-or moderate-income gebggs, or businesses located in areas targeted by a
government agency for redevelopment. There isthdupresumption that any loan to, or investment i
an SBIC, SBDC, Rural Business Investment Comparyy Nlarkets Venture Capital Company, or a
New Markets Tax Credit-eligible community developrhentity meets the purpose test.

The existing Q&A language is more restrictive thiag regulation, which requires only that
activities meet the size test to meet the definibbeconomic development. The purpose test ilfQ&Aa
also has, in part, had the effect of limiting CR#nsideration to activities that produce low-wadasjo
which is inconsistent with the spirit of the CRAhe additional criterion has served to distort the
reflection of the totality of a financial institot’s efforts in support of economic development.

We strongly urge the Agencies to delete the purpest from the CRA Q&A to better reflect an
understanding of the important role small businegéay in the economic growth and strength of local
communities and remove the added requirementitfsitutions must limit activities and document the
wages paid or jobs created or retained by the ededdusinesses. The importance of small bussess
as vital economic engines for our economy is wetiuinented. As reported in the “SBA Frequently
Asked Questions”, March 2014, small businesses mpke

e 99.7 percent of U.S. employer firms
» 63.0 percent of net new private-sector jobs
e 48.5 percent of private-sector employment



All activities that meet the size test as definethie CRA regulation should receive CRA
consideration as economic development. The abs#nbé approach has fueled an erroneous
impression among some CRA stakeholders that bark @Bgrams do not support economic
development activities.

The proposal seeks input in regard to the natutkeoinformation examiners should review when
determining the performance context of an instituseeking CRA consideration for its economic
development activities. The existing Q&A explathat an institution may provide examiners with any
information it deems relevant, including information economic, demographic, institution- and
community-specific opportunities in its assessnagef(s). We believe this provision provides sidfit
guidance and changes that are overly prescriptouddibe counter productive to an institution’s effo
to balance innovativeness and responsivenesstwitimique business strategy.

Additionally, the proposal requests input on paittic measurements of impact that examiners
should consider when evaluating the quality of joleated, retained, or improved. We strongly lvelie
that the determination of CRA consideration forremic development activities should not include any
assessment of the quality of the jobs providedchbybusiness as such consideration is outside tpesc
of the CRA. Further, if the purpose test is rempwich consideration would not be necessary.

B. Community Development Loans

Chase is in favor of the proposed change to includedditional examples of community

development in the Q&A and clarify that CRA consideation may also be given to loans

related to renewable energy or energy-efficient témologies that also have a community

development component (“‘green’ activities), inclaling in cases where the financial benefit

to low- or moderate-income individuals from reducedcost of operations is indirect.

The inclusion of a specific example that clarifieat green activities can receive CRA
consideration will help ensure consistent treatneéigreen activity, which can contribute to the @ale

health of all communities, including low- and maaterincome areas.

C. Revitalize or Stabilize Underserved NonmetropolitarMiddle-Income Geographies

The bank believes the proposed addition to the Q&&xamples of activities that help to meet

essential community needs and may receive CRA codsration, to include new or

rehabilitated communication infrastructure, will be helpful but that additional specificity is

warranted.

The inclusion of a specific example pertaininghe tinancing of broadband internet service that
benefits, in part, low- or moderate-income residamitl be a helpful addition to a list of examptbat
includes the financing of hospitals, schools, indalkparks and other types of activities. Thdlson

will help promote consistent treatment across erarsi It is also complementary to the proposed



change to provide consideration for the deliverfirdncial services via alternative delivery medkars
that include online and mobile delivery as welkapporting economic development in rural areas.
Existing examiner practice when evaluating actgtihat benefit consumers of all income levels
is to permit CRA consideration only if the institut can evidence that greater than 50% of thoseder
are of low-or moderate-income; alternatively, exaans may allow CRA consideration for a percentage
of the institution’s financing that equates to gfeecentage of those served who are of low- or natder
income. It would not be feasible for instituticiosbe expected to be able to determine what prigpoot
financing for broadband infrastructure benefitsHommoderate-income people or communities nor to
expect that such financing primarily benefits sfieéncome categories. We propose that when the
financing of an infrastructure project benefits somers of all income levels, examiners utilize the
institution’s performance context and any otheoiinfation the institution may provide to develop an
effective proxy for determining the proportion bétfinancing that should receive CRA consideration.
Further, we believe it is important to clarify whet the proposed example regarding the ability
to receive CRA consideration for broadband infrasttire retains the existing requirement that the
activity must beapproved by the governing board of an Enterprise@onity or Empowerment Zone
and is consistent with the board'’s strategic plahave similar official designation as consisteithva
federal, state, local, or tribal government plantfe revitalization or stabilization. As currgnilritten,

the requirement to evidence a plan is not clear.

Proposed New Q&As
I.  Community Development Services
A. Evaluating Retail Banking and Community DevelopmentServices, and
B. Quantitative and Qualitative Measures of CommunityDevelopment Services

We do not believe the proposal pertaining to the eduation of Retail Banking and
Community Development Services achieves its stat@ttent to reduce uncertainty regarding
the performance criteria, encourage additional CD 8rvices by “affirming the importance”
of this component of the Service Test, and suffiaily explain the importance of the
gualitative factors related to community developmetservices.

The proposed Q&A attempts to emphasize that comydeivelopment services are evaluated
on two criteria that differ from the criteria usiedevaluate retail banking services and that angpeized
of the:

() extent to which the institution provides commurdgrvelopment services, and

(ii) innovativeness and responsiveness of its camnity development services.

The proposal attempts to clarify that the evalumtbcommunity development services is not

limited to a single quantitative factor, such astlumber of hours a bank employee spends on dispeci

7



community development service. However, the psapdoes not sufficiently clarify how examiners
evaluate community development services underattye linstitution service test. The lack of
transparency regarding how much impact the commuleitelopment services have on the service test
outcomes combined with the perception of unevemidenation of such services by examiners will
continue to contribute to the ongoing uncertaiefative to the performance criteria.

An institution’s provision of community developmesgrvices will often align with the business
strategy of the institution and its assessmenbofraunity needs. We suggest ongoing examiner
guidance and training that encourages examinarsrtsider any information provided by the institatio
that demonstrates community development servi@eseaponsive to those needs is the best option for
reducing the uncertainty this proposal seeks toesdd

Il. Responsiveness and Innovativeness

A. Responsiveness

B. Innovativeness

The Agencies have introduced two new Q&As to prevgéneral guidance on how examiners
evaluate responsiveness and innovativeness, tife afualitative aspects of an institution’s actdgtthat
are included in the regulation, with a focus on:

» how examiners consider whether a financial instituhas been responsive to credit and
community development needs, and

» the circumstances in which a lending, investmersteovice activity would be considered
innovative.

The stated intention of these new Q&As is to higifilithe importance of being responsive to
credit and community credit needs, encourage ungtits to think strategically about how to best mee
the needs of their communities based on their padace context and clarify that innovative actesti
are not required for an institution to achieve aiactory” or “outstanding” CRA rating.

We feel the proposed Q&As meet the stated intertidgrcould be enhanced with a reiteration of
the language contained in the regulation part 2thét states “This part and the CRA do not reqaire
bank to make loans or investments or to provideiees that are inconsistent with safe and sound
operations. To the contrary, the OCC anticipatedk®aan meet the standards of this part with sade a
sound loans, investments, and services on whichdhks expect to make a profit.” This additioruvdo
facilitate further consistency in examiner expdotet relative to the extent an institution shoutd b

responsive or innovative in meeting community needs



Chase is pleased to have had the opportunity tmistitbese comments. We would be happy to

discuss them further with you.

Sincerely,

O Winguoet- Fhfuo—



