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The GAO has found that “the regulators have made extensive efforts in revising the
regulations to address the diverse concerns raised about the effectiveness of CRA. GAQ

wrote that “the burden associated with documenting efforts and processes is to be
elminated.”

Isn’t CRA credit allocation?

No. CRA has nothing to do with quotas or allocations. CRA does not specify the number
or types of loans that must be made, CRA is broad and flexible.

“The essential purpose of the CRA is to try to encourage institutions who are not involved
in areas where their own self interest {3 involved, in doing so. If' you are indicating to an
institution that there is a foregone business opportunity in an area X or loan product Y,
that is not credit allocation, That, indeed, is enhancing the market” Alan Greenspan,

Why is CRA lmport;mt for small hanks?

I

‘While many small banks do a good job of serving their communitics, research shows that a

significant number of smaller banks iovest only a small portion of their depositors’ funds in
their local communities.

In 1997, for example, banks under $100 million in assets received 82% of the substantial
non-¢compliance ratings,

Many small banks have low loan to deposit ratios; fully half of small banks have loan to
deposit ratios of 70%, and a quarter of small banks have ratlos of less than 58%.

What about a small bank exemption?

In the Senate Banking Committee, an amendment was offered to the ¢redit union bill that
would have exempted all banks under $250 million in assets from the CRA. Thls
amendment was defeated on a tie vote.

The Clinton Administration has repeatediy stated that it would veto legislation containing

a small bank exemption to CRA. This amendment, which is divisive aud not germane to
the credit union legislation, would prevent enactment of this historic legislation.

The amendment would exempt more than 85% of all banks from CRA. A small bank
exemption would hurt thousands of local communities in states across the country.

In 30 states, small banks make up over 80% of the banks in the state.

There is no need for this amendment. The new CRA rules already lified the regulatory
burden on small banks, with a streamlined examination. These institutions are exempt
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from reporting requirements, and are no longer subject to process-based documentation
requirements. Instead, examiners rate their loan performance.

CRA regulatory reform reduced burdens on small banks and thrifts early and in
overwhelming numbers. Small banks and thrifts benefited from the regulatory burden
reduction effective Jamuary 1, 1996 ~ more than a vear eaglier than large wstitutions. In
addition, more than 80% of all banks covered by CRA qualify for the streamlined
performance standards for small banks and thrifts.

Actual time spent in community banks on CRA. exarninations has been reduced by 30%.

The Independent Bankers Association of America “hailed the final interagency CRA
rules... as a big step in regulatory burden reduction for community banks.” The IBAA
“commended the regulators for instituting a meaningful, streamlined tiered examination
system that recognizes the differences between community banks and their large regional
and multinational brethren,” IBAA press release, April 19, 1995.

“There are some real benefits to both communities and banks under the new rules. The
streamlined exam [for small bauks] is particularly positive because it will free up much

needed resources at these smaller institutions.” Donald Ogilvie, American Bankers
Association.

Small banks have praised the reduction in burden under the revised CRA rules. Bankers
bave said: — “The new regulation takes a lot of burden off our bank and is much fairer.” -
= “The recent change in regulation helped. The examination was less burdensome and less
time consuming ” — “We are cotnfortable with the new examination; it was much better
than the old one.” — “T loved the last exam. It was straightforward and easy to comply
with.” (Bankers in Raymond, IL, Hawley, MN, Madill, OK, and Laucaster, OH).

Why is CRA important to Rural America?

Many rural communities, faced with high poverty mates and low incomes, are desperate for
new economic activity. Access to bank credit In rural communities, where markets are
often dominated by a few institutions, is often scarce, Banks in rural communities often

receive poor CRA ratings and lajz behind their peers In local lending for consumers and
businesses. :

Why is CRA important to Indian Country?

CRA encourages banks to lend in their entire communities, including in Indian
reservations near the banks’ main offices, branches or deposit-taking ATMs. CRA has
helped to increase lending, service and investment in Indian country. For example, on the
Navajo reservation in 1994, before the CRA regulatory reform, there were three bank
branches, Today, there are 12. In 1994, the Navejo had 2 ATMs; today they have 19.
Today, the Navajo branches are highly profitable for the banks, and the residents of the
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reservation have bencfitted from an array of new mortgage and small business loans.

Why should we require credit unions to serve their entire field of membership?

H.R. 1151 rightly reaffirms and reinforces credit unions’ mission of serving persons of
modest means, Section 204 would require periodic review of each federally insured credit
union’s record of meeting the needs of such persons within its field of membership, This
requirement is flexible, taflared to credit unions, and will impose no unreasonable burden.

Tho requirement rests on the Congressionally mandated mission of credit unions and on
the benefits of federal deposit insurance. Such deposit insurance gives credit union
members ironclad assurance about the safety of their savings, and thus helps credit uniong

compete for deposits with larger, more widely known financial institutions (just as it helps
community banks and thrifts),

Section 204 is particularly appropriate in view of how the bill liberalizes the common bond
requirement and thus facilitates credit unions’ expansion beyond their core membership
groups,

Under Section 204, the NCUA would periodically review the record of federally insured
credit unions in serving persons of modest means within their field of membership. The
NCUA would develop criteria for evaluating commmuaity credit unions, and to issue
regulations that emphasized performance, not paperwork.

Credit unions would not be required to serve non-members, or to make preferential loans
to persons of modest means. Credit unions are cooperative institutions, and are orgenized
to serve their membership. The bill would simply require credit unions to serve their
entire ficld of membership, Including persons of modest means.

, P.008
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CRA Talking Points

CRA is working to create jobs, build homes, and grow businesses in communities across
the country.,

The President has been a strong supporter of CRA from the beginning of his
Administration. At the President’s request, the banking regulators reformed CRA to
focus on performance, not paperwork.

The results have been impressive: while we have much more progress to make, home
mortgage lending to African Americans is up 58 percent, to Hispanics by 62 percent and
low and moderate income borrowers by 38 percent, well abovc the overall market.

In 1997, banks and thrifts made $18.6 billion in community development loans and
investments. Over the last six years, the private sector has pledged over $1 trillion in
loans under CRA. ~ that’s over 96% of pledges made since CRA’s enactment in 1977,

Now — again — CRA is under attack. The Senate hag voted out a lnll on party lines that
would seriously weaken CRA. in three ways:

First, the bill provides a safe harbor for banks with satisfactory CRA ratings in their last
examination, effectively removing public comment from the merger application process.

Second, the bill exempts small banks in rural arcas from CRA entirely, removing 38% of
banks and thrifts from CRA in the communities that often face the worst problems.

Third, the bill fails to include a prevision that banks have and maintain an adequate CRA
record as a condition of engaging in newly authorized financial activities, despite the fact
that the importance of these new activities is going to keep growing in the decades ahead,

The President has made it clear that he will veto the Senate bill in its current form. Itis
wrong for financial modemization and it is wrong for Amerxica’s communities.

By contrast, the House banking bill was voted out of committee on an overwhelmingly
bipartisan basis, 51-8, and does not contain these problems, It is a bill we support. We
believe that it will help to preserve CRA's relevance in the years ahead.

The House bill will go to the floor as early as this week. We are urging that there be no
amendments permitted on CRA. Unless we get agreement on having no CRA.
umendments, there is a real danger that the congressional majority could offer up and win
on qute damaging CRA amendments, leaving all of us in a weaker position in
conference.

Our strategy is to remain strong and vigilant on CRA.

The President, the Vice President, and Secretary Rubin have all made it clear how
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strongly we stand for CRA. In the days and months ahead, we will contitiue to make our
case,

. CRA is a moral issue. It is an economic issue. And it is a civil rights issue. CRA is vital
to bringing real economic opportunity to all our comumunities. With all the progress we
have made together, now is not the time to turn back,

. Thank you very much for joining us here today.
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Department of Treasury
Community Development Policy
Questions and Answers: the Community Reinvestment Act
Junc 28, 1999

. Community Reinvestment Act

JUL-B5-1933 19:49

Question;
What are the benefits of CRA?

Answer:

CRA is helping to rebuild homes, grow small businesses, create jobs, and restore hope in
neighborhoods across the country. By encouraging banks and thrifts to explore
opportuuities to make safe and sound ioans in low incorne communities, CRA is helping
to expand the reach of the private sector marketplace.

For example, between 1993 and 1997, home loans to Jow and moderate income
communities grow by 45% compared to average growth of 33%. Banks and thrifts
subject to CRA's reporting requirements made $159 billion in small business loans in
1997, with about 20% going to businesses in low and moderate income areas.

Banks and thrifts made $18.6 billion in cormmunity development loans in 1997. In the six
year period 1993-1998, national banks invested eight times as much in community
development as they did in the previous 30 years.

Question:
As an economist, how can you justify CRA?

Answer:

Federally insured banks and thrifts receive benefits from comprehensive federal
regulation, access to the Federal Reserve Board's discount window and the payments
system, and federal deposit insurance, and are required under their charters to meet the
convenience and needs of their communities.

CRA helps to overcome market failures in the provision of credit in low and moderate
income communities. For example, given impeifect competition in these markets, and
the fact that information has the attributes of a public good, the costs of gathering
information about profitable loans in low income communities may create barriers to
entry that can be efficicntly reduced through CRA’s abligations.

I think what you will find is that banlks have, because of CRA, entered into new markets
and found profitable loans to make to creditworthy borrowers. As Alan Greenspan has
said, CRA is helping by “enhancing the market.”

ion:
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Will the Administration veto Financizl Modernization legislation over the Community
Reinvestment Act?

. Answer:

President Clinton and Secretary Rubin have made clear that the Adminjstration would
veto legislation that weakened or failed to preserve the relevance of CRA.

With respect to the Senate-passed financial modemization legislation, the President has
said that he would the bill, in part because in his judgment the bill would undermine the
effectiveness of the Community Reinvestment Act.

By contrast, the Administration supports the House passed version of fimancial
modernization, which preserves the relevance of CRA.

Background:
Congress enacted CRA in 1977 to encourage federally insured banks and thrifts to help

meet the needs of their communities, consistent with safe and sound banking practices.
Fedecral bank and thrift supervisors assess financial institution performance: loans made,
services provided, and investments in their communitics. CRA regulations tailor
examinations to specific types of institutions. The regulation provides a streamlined
examination for banks and thrifts with assets under $250 million, 2 community
development test for wholesale and limited purpose institutions, and a strategic plan
option for all institutions. Examinations are typically done on 24 to 36 month cycles.

Banks and thrifts make their CRA ratings public. The public has an opportunity to
comment on CRA performance at any time, including in connection with scheduled
examinations, and the filings of certein types of applications, such as those for mergers
and acquisitions, the cstablishment of new institutions, and deposit facilities.

S. 900, the Senate financial modernization. Jegisiation, weakens CRA. in three ways: 1)
The bill provides a “safe harbor” for banks with a satisfactory or better CRA rating. Such
an institution. would be deemed to be in compliance with CRA unless Asubstantial
verifiable information@ arising sinca the time of its most recent examination is filed. 2)
The bill provides a small bank exemption that exempts banks with less than $100 million
in assets located outside metropolitan areas from CRA B 38 percent of total banks and
thrifts. 3) The bill fails to include the House-banking bill requirement that insured
depositories have and maintain a satisfactory record on CRA as a condition for engaging
in newly authorized financial activitics.

Gramm is likely maneuvering for a ACRA neutral@ bill out of conference, dropping his
anti-CRA. provisions, but omitting our Ahave and maintain@ requirement. Given the
changing nature of the financial services industry, with an increased focus on newly
authorized activities, and a decreased emphasis on bank mergers, we have taken the
position that such a bill is not CRA neutral, but would in fact weaken CRA over time.

EXYORTION

JUL-B5-1993 19:50
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amm position:
Gramm believes that CRA is used by community groups to extract payments from banks
for improper purposes by threatening to protest their applications. Specifically, Grammm
contends that community groups have extorted $9 billion from barnks under CRA.

Question:

Isn=t the Communuity Reinvestment Act extortion?

Answer:
We believe extortion is wrong. Extortion is already illegal under federal and state laws,
and extortion 1n any context should not be tolerated.

The vast majority of applications subject to review under CRA are approved without
adverse public comment on CRA. Even applications that receive such comments are
overwhelmingly approved. The regulators determine a bank=-s CRA record based on its
performance, not based on agreements reached with community groups.

CRA encourages banks and thrifts to serve the necds of their entire communities,
consistent with safe and sound banking practices, and I believe it is serving its purpose.

Additional proposals might chill legitimate, normal, arms-length transactions and
productive cooperation between banks and community groups. For example, banks make
grants to community-based organizations to conduct homeownership counseling, which
increases the bank=s ability to make sound loans to low-income borrowers.

Further Background

We would support something along the lines of the disclosure requirement included by
Senators Grarom and Sarbanes in S. 900. Under the provision, banks and community
groups would have to report to the banking regulators on agreements they reach under
CRA. Community groups are divided over the provision.

Gramm claims that under CRA, comsnunity groups have extorted from banks over $9
billion “in cash” for community groups, The reality js that the $9.5 billion he refers to is
the amount that the National Commumni eipvestment Coalition estimates that b

have pledged under CRA in 1997-98, going forward over the next ten years, for a range
of community development efforts — only a tiny fraction of which represents operating

ants to communi! oups.

Of the §9.5 billion, $6 billion derives from the $115 billion Citigroup pledge, issued by
press release upon its merger ennouncement, not under any agreement with a community
group. The $6 billion includes loans, grants, equity investments and technical assistance
for a wide range of commmity development purposes over the next 10 yeats — not just
grants to community groups. It includes investments in low income housing tux credits,
equity investments in community development activities, investments in affordable
housing securities, community development grants for neighborhood revitalization
projects, expansion of a training institute for community development managers and

JUL-@5-1999 19:58
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tenders, project and working capital loans to nonprofit community organizations and
developers of affordable housing, loans to intermediary organizations that provide
financial and technical services to community based organizations, and other activities.

Of the $9.5 billion, $2 billion derives from the $350 billion Bank of America pledge,
issued by press release upon its merger announcement. Bank of America similarly
pledged to undertake a wide variety of community development activities, including
investments in community development intermediaries, such as the Local Initiatives
Support Corporation, the Enterprise Foundation, Rural Community Assistance
Corporation, the Neighborworks Netvork, and CDFIs,

Grants to non-profits include those for home counseling programs, which are proven risk
management techniques that increase a bank’s ability to make affordable housing loans to
a broader range of individuals consistent with safe and sound business practices,

Only a very small fraction ($170,000) of the $9.5 billion in the NCRC sample of 1997
and 1998 agreements, cited by Gramin, constituted operating grants to community groups
signing CRA agreements.

(see further background under banks and community groups)
SUNSHINE AMENDPMENT

uestion:
Do you support the CRA Sunshine Amendment in S.900, which requires community
groups and banks to disclose and report on their CRA agreements?

nswe
We support disclosure. We support aunshine. We'd like to work with the Congress on the
preoise language. '

SMALL BANK EXEMPTION

Gramrm position: S. 900 exempts banks with $100 million or less in assets outside
metropolitan areas from CRA. Gramm believes that small banks should be exempt
because their whole mission is serving their local communities, and the burdens of CRA
are thus unjustifiable.

QOugstion:
Shouldn=t we relieve the regulatory burden on small banks?

Answer;

Most community banks do a good job of serving their communities. However, small
bank CRA ratings are not better then the ratings of large banks. In fact, a 1998
Congressional Research Service study found that banks with less than $100 million in
assets received 70% of the Aneeds to improve@ and Asubstantial noncompliance@
ratings.

JUL-@5-1993 19:51
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The revised CRA regulation issued in 1995 already ralieved small banks of much of the

regulatory burden of CRA. Small barks with assets less than $250 million, are subject to
a streamlined examination that focuses on lending,

The Administration is opposed to the small bank exemption in 8. 900, Small banks, with
assets less than $100 million, located outside metropolitan areas, comprise 38 percent of
all banks. Exempting small banks from CRA would have devastating effects on local
communities, particularly rural communities throughout the country.

Background

Paperwork Reduction Act estimates released by the banking regulators in June find that
small banks spend only an estimated 10 hours per year on CRA record keeping
requirements.

SATE HARBOR

Gramm position: )

Gramm favors a Asafe harbor@ for banks that receive a satisfactory or better rating in
their last examination. Under his bill, there would be a presumption that such banks are
complying with CRA unless substaatial evidence to the contrary arising since their last
examination werc presented. He argues that this will prevent frivolous complaints from
delaying applications.

Question:
‘Why shouldn=t a financial institution be able to rely on its most recent Asatisfactory@
CRA rating during appHcation reviews?

Answer;
The Administration opposes any Asafe harbor@ for banks receiving a satisfactory rating
their last examination.

A bank=s CRA rating can become stale. For example, circumstances can change quickly
after an examination, examiners may miss evidence with respect to a particular market, or
applications may involve new markets not covered under the earlier examination. The
Asafe harbor@ would prevent regulators from even considering such matters unless a
public comment is filed meeting the evidentiary burden.

In addition, the safe harbor puts a significant burden on the public to identify Asubstantial
verifiable information@ despite the fact that financial ingtitutions and their regulators are
better able to produce relevant information necessary to determine the veracity of the
commient.

Regulators already have discretion to ignore frivolous comments, and they exercise that
discretion.

HAVE AND MAINTAIN - NEWLY AUTHORIZED ACTIVITIES

JUL-05-1933 19:51
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The Administration supports expanding CRA to non-bank financial institutions. Doesn=t
that deviate from the original focus or. institutions that take federally insured deposits?

Apswer:

The Administration has not supported extending CRA to nop-bank financial institutions.
We have insisted that financial modernization legislation contain a provision that insured
depository institutions have and maintaln a satisfactory record on CRA in order to engage
in newly authorized financial activities.

If we wish to preserve the relevance of CRA at a time when the relative importance of
bank mergers may decline and the establishment of non-bank financial activities will
become increasingly important, the authority to engage in newly authorized activities
must be connected to a satisfactory CRA performance. Achieving and maintaining an .
adequate CRA record furthers the long standing public purpose of banks: to serve the
convenience and needs of their communities.

CREDIT ALLOCATION

sition:
$ Gramm believes that CRA is credit allocation and is fond of asking othexs their
view on the matter. He arguss that any government attempt to influence the flow
of capital is credit allocation.

Question:

You arc an economist. Isn=t CRA credit allocation?

Answer;

5 Credit allocation can mean different things, but I think Chairman Greenspan had it
about right. He said, AThe essential purpose of the CRA, is to try to encourage
institutions who are not involved in areas where their own self interest is
involved, in doing so. Ifyou are indicating to an institution that there is a
foregone business opportunity in an area X or loan product Y, that is not credit
allocation. That, indeed, is ephancing the market.”

“POLITICIZATION” OF OCC EXAMINATION STAFF

Question;

Gramm charge: The OCC examination staff were asked to find bankers to speak out in
favor of CRA. How can you ask us to support the operating submd.tary when the OCC is
engaged in these political actvities?

Answer
1 am familiar with the incident. My understanding ig that the OCC promptly corrected
the problem. Any effort to politicize the examination staff would be wrong.

JUL-85-1993 19:52
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The Departiment is not involved in ary case specific matters before the OCC and is
comumnitted to an impartial OCC. We are committed to maintaining the dual banking
system in the Umted States, with appropriate roles for both federal and state-chartered
banks, because it has served our country well. We also believe that the Executive Branch
needs to maintain its input into questions of banking regulatory policy, as was the case,
for example, with the measures ncedad to ease the credit crunch in 1993.

PAPERWORK BURDEN REDUCTION ACT ESTIMATES

Question:
The banking regulators found that the burden under the revised CRA regulations

increased by up to 8 times what the burden had been in 1993. How can you say that you
reduccd the burden on banks under CRA?

Answer. .

The banking regulators recently revised their estimates of the time it would take banks
and thrifts to comply with CRA record keeping and reporting requirements. The
regulators did not determine that the actual burden had increased. The regulators
determined that their estimate of the actual burden had been inaccurate. In large measure,
the inaccuracy arose because the regulators had believed that easy to nse software would
be quickly developed to permit automatic “geo-coding” of small business loans — that is,
recording wherce small business loans were being made. This software took longer to
develop and to disseminate than anticipated.

The burden on small banks is modest. The regulators estimate that it would take a small
bank about 10 hours of one employee’s time each year to comply with CRA.

For large banks, with assets over $250 million, the burden estimates are 15 weeks per
year. These large banks have an average asset size of $3.2 billion and 859 employees.

These burdens do not scem dispropertionate to the benefits of CRA in terms of increased
lending for housing, jobs and small business growth in communities.

CRA AND THE INTERNET

Question; :
You're for a tax-free zone on the Internet, do you agree with OTS Director Seidman that
we should tex internet banks with CRA?

Answer:

We strongly support CRA and want to be sure to preserve its relevance in the 21*
century. [ am not very familiar with the precise issue you raise. My understanding is that
Director Seidman posed an interesting, but technical question about the appropriate
assessroent area for such institutions.

EXPANSION OF CRA '

GotLo
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e Question:

Do you support expanding CRA to insurance and seourities fims? If not, won’t CRA
simply wither away?

Answer:

CRA arose in the context of a bank's requirement to serve the convenience apd needs of
its community as part of its charter. We have not proposed expanding CRA to other
contexts. In addition, in the current climate, pushing for such an expansion may
significantly weakon our ability to hold a majority for our position opposing any
safeharbors or small bank exemptions, and our insistance on the “have and maintain”
requirement. We believe that this requirement will help to maintain CRA’s relevance m
the years ahead.

JUL-B5-1999 19:53
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Fair Lending

Question:
Do you consider so-called “predatory lending” practices a problem? If so, what steps would you
recommend to address them?

Aaswer;

VW hile important strides bave been made in extending access to credit to low income
communities for home ownership and business expansion, significant problems remain. In some
instances, lenders may engage in practices that are unfair or deceptive.

In July 1998, the Federal Reserve Board and the Department of Housing and Urban
Developrment issued a joint report which identified abusive lending problems and suggested
proposals to address them. The report noted a number of abusive practices,

For example, lenders may fail to disclose fally the costs of a loan, loans may include high up-
front costs and short-term balloon payments that result in “loan flipping,” the frcquent need to
refinance loans and the rapid reduction of a borrower’s equity in his home.

The Administration believes that Congress should enact the report’s recommendations. In
addition, the Administration has made additional recommendations to address problems
identified in the report, and has asked the Federal Reserve Board to improve reporting under
Home Mortgage Disclosure Act and the Equal Credit Opportunity Act.

Background:

The July 1998 HUD/Fed Report documented continued abuses in the subptime lending market.
The report made a number of recommendations with respect to changes in the Truth in Lending
Act (TILA), the Real Estate Settlement Practices Act (RESPA), and the Home Ownership Equity
Protection Act (HOEPA). The President recently endorsed the report’s recommendations, and
we also proposed additional steps, primarily related to further changes in HOEPA.

Question;
What 15 your view of permitting financial institutions to collect race and gender data on small
business and other non-mortgage borrowers?

Answer:
"We support pennitting creditors to collect such information on the race and gender of borrowers.

We were pleased that the Board decided last week to propose amending Regulation B,
.mplementing the Equal Credit Opportunity Act, to permit such data collection.

Currently, under HMDA, financia] institutions must report the race and income of home
mortgage applicants, but under the Federal Reserve Board regulations implementing the Bqual

Credit Opportunity Act, banks had been forbidden from collecting such data. Treasury and other
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agencies had asked the Federal Rescrve to permit banks to collect data on small business and
S other borrowers’ race and gcnder..
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Q:
Q:
Ac:
Q:
g
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Possible Democratic Amendipents
Would you support a lifeline banking amendment?

We strongly support the goal of increasing access to financial services for all Americans,
We have, for example, through out EFT ‘99 initiative, been encouraging insured
depository institutions to offer low-cost electronic accounts for the receipt of federal
benefit payments. A lifeline banking amendment that flexibly encouraged financial
Institutions to offer low cost accounts such as these would have much to commend it. Jn
fact, we supported last year’s House-passed amendment with respect to lifeline banking.
We would be happy to take a lool at any amendment you might offer in this regard.

Background: Last year, the House-passed H.R. 10 included a provision for
lifeline banking, which we supported. Some versions of lifeline banking may be
overly rigid, so we would want to be careful about what provision we support.

Would you support a ban on ATM surcharging?

While ATM surcharges can prove to be bigh, the rapid expansion of ATMs, supported in
part by such fees, has tended to increase the convenience for consumers to access theijr
funds. We do believe that it is important for financial institutions to disclose prominently
any fees that they may charge prior to insertion of one’s ATM card in the machine.

Background: We have not taken a position on ATM surcharging. We support
increased disclosure, which is part of our proposed financial security act to be
unveiled later this month.

Would you support extending CRA to non-bunk: affiliates of banks?

We strongly support CRA and believe that it has helped to build homes and create jobs in
communitics across the country. We have stood firm against attempts to weaken CRA.
And we have said that, to preserve the vitality of CRA, into the 21* century, banks should
have and maintain adequate CRA performance as a condition for the bank or its holding
company conducting newly authorized activities. This obligation is at the core of what it
meaps to fulfill a bank charter; to meet the convenience and needs of the community.

[In addition, because the Leach/LaFaloe bill permits newly authorized financia) activitics
to be conducted in operating subsidiaries of banks, banks that choose this approach will
have greater asscts to bolster their ability to perform strongly under CRA.]

‘CRA has its origins in the banking charter and federal deposit insurance. We have not

supported extending CRA to other kinds of institutions that do not havc that link.

‘Would you support disclosure requirements similar to the Home Mortgage D1sclosure
Act (HIMDA) for insurance companies?

19754 P.821
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You raise a very important question. Public disclosure of HIMDA data has helped to
improve the home mortgage lending market. Recent data indicate that such lending to
African-Americans and Hispanics, for example, and to low and moderate income
borrowers, is increasing well above overall market levels. As you know, insurance is
primarily regulated by the states. A number of states have laws addressing the
obligations of insurance companies with respect to serving their communities.

Shouldn't insurance companies be required to be in compliance with the Fair Housing
Act if they are to be affliated with banks?

Compliance with the Fair Housing Act is essential for the fair and efficlent functioning of
insurance, and it seems to me that you have a strong argument that insurance firms should
be required to comply with this existing obligation as a condition of affiliation.

Shouldn’t there bea requirement that regulators take into account public comment with
respect to CRA when a bank sceks to engage in newly authorized financial activities?

We beliove that it is essential that banks both have and maintain adequate CRA
performance as a ¢conditlon for conducting newly authorized financial activities. We
believe that communities should be given an opporfunity to comment on a bapk’s CRA
record in the context of a regulator’s review of these newly authorized activities.

Then bow can you support Leach/LaFalce? Isn’t this a safe harbor for banks with a
satisfactory record?

As 1 said, we strongly support making it clear that communities should be given an
opportunity to comment on a bank’s CRA record in the context of a regulator’s review of
these newly authorized activities. The creation of the new enforcement mechanism for
CRA in this bill — requiring that hanks both have and maintain an adequate CRA record
as a condition for conducting newly authorized financial activities — 1s a significant one.
We believe that this provision will preserve the vitality of CRA into the 21 century.

Banks make public commitments to ephance their reputations under CRA, but no one
seems to know whether these comnmitments are ever fulfilled. Shouldn’t the banking
regulators monitor compliance with commitments?

We believe that CRA is waorking. Cwrently, banking regulators monitor compliance with
2 bank’s performance under CRA. Publicly announced commitments are not the beasis for
a CRA rating, unless they are reflected in a bank's strategic plan submitted for review, or
result in actual loans, investments or services. As you may know, the OCC has
requested comment on whether it should collect information from national banks with
respeot to their CRA comumitments. You do raise an important question.

19:55 P.B822
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Research Confirms: CRA ls Expanding Lending in Low and Moderate Income
Communitics,
= Evanoff and Segal’s study of mortgage iending in lower-income arcas between 1991 and 1956

found “overwhelmingly statistically significant” cvidence that an increase in mortgage loan
originations to low- and moderate-inoome neighborhoods was atiributable to CRA.

Federal Reserve Governor Edward Gramlich has said: “There seems to be little doubt that most
of thesc outcomes would not have oceurred in the absence of CRA and other fair lending laws.™

The LaCour-Little study cited by Gramlich found that at least half of the loans made to low-
income individuals in low-income census tracts would not have been made without CRA if
standard credit-scoring was the only screening criterion. *

A Federal Reserve study found that recent consolidation among banking organizations has not
reduced home mortgage lending to lower-income and minority borrowers and neighborhoods.®
In fact, consolidated organizations increased their proportion of loans going to lower-income
and minority borrowers by more than institutions not involved in consolidations. The study
notes that “these results are conaistent with the view that CRA has been effective in encouraging
banking organizations, particulzrly those involved in consolidation, to serve lower-income and
minority borrowers and neighborhoods.” The study also notes that banks may have become
aware of newly perceived profit opportunities and may bave determined that increased lending
to targeted areas would serve their long-term interest in community stability ag well.

According to the 1998 Federal Reserve Board's Report to the Congress on the Availability
of Credit to Small Businesses, CRA enabled bankers to identify opportunities and redesign
products to increase small business lending,

CRA Loans: Sound and Profitable

CRA lending has been expanded consistent with safc and sound banking practices. Banks report strong
petformance of loans in the low- to moderate-income housing markot.

For example, BankBoston lent $140 million to low- and moderate-inoome borrowers and found
performance to be no different than in its regular mortgage portfolio.”

According to Federal Reserve Chairman Alan Greenspan, “there is little or no evidence that
banks’ safety and soundncsshavc been compromised by [CRA] lending and bankers oftenreport
sound business opportunities,”’

A 1997 Federal Reserve study examining the net operating income of commercial banks that
vary in the extent to whioh they provide home loans to lower-income borrowers or in lower-
incomeneighborhoods, found that banks that are active lenders in these markets do not have any

* Bdward M. Gramlich, “Examining Community Reinvcstment,” remarks at Widener Univeraity, 11/6/98,
! Cited by Gramlich, op cit.; Michael LaCour-Little, unpublishcd paper, 5/98.

¢ Avery, Bostic, Calem, end Capnor, 1999.

7 «Sucecss in Community Development Lending,” The Federal Reserve Bank of Philadelphia, 1993.

JUWL-B5-1999

105 Angcles, California, January, 1998,
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3
lower profitability than other mortgage-oriented comnercial banks.?

n A 1996 survey of large financial institutions active in home Jending in metropolitan areas found
that 98 percent said that CRA lending was profitable and credit risk manageable.'

x A Bear Stcarns study found that CRA home loans had low prepayment risk for investors, and
borrower credit scores consistent with conventional finaneing guidelines. !

. Statistical analysis did not find any notable relationship between bank profitability and the level
of lower-income mortgage lending.

=  Former Federal Reserve Board (Governor Lawrence Lindsey has said: “The CRA has helped
stimulate loans for home mortgage, housing construction and rehabilitation, and small and
minority business development in low- and moderate-income communities ... without sacrificing
safety and soundness.”""

CRA: Vital to Overcoming Continued Barriers to Capital

The cconomic literature points out that market impcerfeotions in the supply of credit persist, highlighting
the continuing importance of CRA. for both the business and home mortgage markets. For example,
uncertainties or the lack of information may Jead to missed opportunitios for profitable lending in
low-income or minority communities."* Altering the strategic incentives of lenders through CRA. can
induce profitable entry and incrcase eficiency. Especially for institutions that do not have prior
experience in these markots, assessing the creditworthiness of these borrowers may be relatively
difficult, These arguments are bom out try banks® experience, cited in the studios above, that profitable
loans can be made in communities that had previously been overlooked.

Ongoing Barriers to Business Credit

n In 1997, the loan-to-business ratio in upper-income areas was roughly 40% greater than the ratio
in low-income areas," '

u In 1992, minority entcrprises represented a small share of the business community, accounting
for just 11.4% of all firms and 6% of business receipts despite the fact that minorities were 25%
of the population. While African-Americans accounted for approximately 12% of the
population, African American-owned businessesrcpresented 3.6% of businesses and accounted
for just 1% of all business Tcceipts.

- Controlling fornet wbrth, education, age, and other factors, African Americaos get smaller bank
loans than whites with identical traits; African-Americans received $0.92 in loans for 2 dollar

¥ Cauner and Pagsmore, 1997.

1% Mesker and Myers, 1996,

" Bear Steamns, “Securities Backed by CRA. Loans,” 10/2/97.
1 Avery, Bostic, Calem, and Canner, 1996.

BStatement to Congress, 3/8/95.

" Beshouri and Glennon (1996) and Celomiris et al (1994)

" Federal Financial Institutions Bxamination Couacil, 1998,
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To: See the distribution list at the bottom of this message

ccC:
Subject: CRA Letters

See below letter to pOTUS from 60 groups thanking for support and urging he hold strong on CRA in Fin
Mod conference. (Better than one from Greenlining coalition and friends that urged him to veto the Fin
Mod bill because it doesn't expand CRA to securities and insurance.) Do we want to send a reply to these
groups from President? Another chance to be on the record? WH correspondence may do something in
any event, so best we make sure it is what we want. If so, only 4 or 5 sentences. Treasury want to do a
first draft?
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To: "Hill/Admin List" <chn3@lyris.ombwatch.org>
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Subject: CRA Letters

Community Reinvestment Act
Organizational Sign-on Letters



August 16, 1999

The following letters, each signed by over 60 organizations, were
sent to conferees on pending financial modernization legislation
(HR 10/S 900) and to the president earlier this month. The
letters urge the preservation of the Community Reinvestment Act
(CRA) in the final bill that emerges from Congress and is sent to
the president.

- Patrick Lester, CHN

August 6, 1999
Re: Financial Services Modernization
Dear Conferee:

As you begin the process of reconciling the differences between

the "financial modernization” bills passed earlier this year by

the House (H.R. 10) and Senate (S.900), we urge you to take a
strong stance in support of preserving the Community Reinvestment
Act (CRA). The CRA has brought development, opportunity and hope
to Americans in low and moderate income and minority
neighborhoods in rural and urban communities across the country.
Your negotiations over the final language in S. 900 will

determine whether or not the CRA will continue to open up doors

to the financial mainstream for all Americans in the future.

The bill passed by the Senate contains three provisions that,
individually or collectively, would severely undermine the CRA.

It exempts 72% of the nation’s rural banks from community
responsibility, 3,893 banks with branch offices across the

nation. These may be small banks, but it is not the size of the

bank that counts; it is the size of the needs of the citizens

that live in the communities whose convenience and needs these
banks are chartered to serve. The bill also places a gag on

citizens and communities, effectively blocking meaningfu! public
comment on banks' lending performance when they seek to merge or
otherwise expand. It also contains an unacceptable amendment
(under the guise of "sunshine") which will create mounds of
meaningless paperwork and discourage the cooperation and
agreements which the CRA has fostered between banks and community
groups as part of mutually beneficial community development

efforts.

The House bill adapts CRA to the changes in bank structure that
are authorized by the legislation. |t requires that when banks
expand through financial holding companies, they have and
maintain a satisfactory CRA rating. CRA has always required that
the banking regulators consider community lending records when
banks expand, and certainly the formation of financial holding
companies, combining banks with insurance companies and



securities firms, is a significant expansion. The House bill
also creates a new class of banks -- wholesale banks -- and
simply applies CRA to those banks as it does to other banks.

Some would contend that the House bill expands CRA. We disagree.
Matching CRA to the changes in bank structure, as dictated by the
Congress, is not expansion. Rather, these two provisions are the
minimum needed to insure that the benefits of this important law

are not lost in the new financial services system created by this
legislation.

This is not a situation where you can split the difference and
still produce legislation that preserves the CRA. We urge you to
craft a final bill that maintains the provisions from H.R. 10

that preserve CRA and eliminates the provisions in S. 900 that
would undermine CRA. This is essential to make sure that CRA
continues to be a useful tool into the next century.

Sincerely,

Alliance for Children and Families

Alliance to End Childhood Lead Poisoning
American Friends Service Committee
American Network of Community Options and Resources
Americans for Democratic Action

ARC of the United States

Association for Enterprise Opportunity
Association of Community Organizations for
Reform Now (ACORN})

Campaign for America s Future

CDFI Coalition

Center for Community Change

Coalition on Human Needs

Consumers Union

Development Training Institute

Employment Support Center

Enterprise Foundation

Greenlining Institute

Housing Assistance Council

International Union of United Auto Workers
Jesuit Conference

Local Initiatives Support Corporation
McAuley Institute

NAACP

National Alliance to End Homelessness
National American Indian Housing Council
National Association of Counties

National Association of Housing and Redevelopment Officials
National Association of Housing Partnerships
National Center on Poverty Law

National Coalition for the Homeless

National Community Capital Association
National Community Development Association



National Congress for Community Economic Development
National Council of La Raza

National Council of Senior Citizens

National Fair Housing Alliance

National Family Farm Coalition

National Federation of Community Development Credit Unions
National Housing Conference

National Housing Law Project

National Housing Trust

National League of Cities

National Low Income Housing Coalition

National Neighborhood Coalition

National Neighborhood Housing Network

National People s Action

National Puerto Rican Coalition

National Rural Housing Coalition

National Trainihg and Information Center

National Urban League, Inc.

NETWORK: A National Catholic Social Justice Lobby
Office for Church in Society, United Church of Christ
Organization for a New Equality

PolicyLink

Ralph Nader

Surface Transportation Policy Project

Sierra Club

Union of Needletrades, Industrial & Textile Employees
United Methodist Church, General Board of

Church and Society

US Public Interest Research Group (PIRG)
Volunteers of America

Woodstock Institute

August, 6 1999

The Hon. William J. Clinton
President of the United States
1600 Pennsylvania Avenue, NW
Washington, DC 20500

RE: Financial Services Modernization
Dear President Clinton:

We are most appreciative of your consistent support of the
Community Reinvestment Act (CRA) throughout the consideration of
financial deregulation legislation (H.R. 10 and S. 900). Your

clear message that any bill that weakens CRA would be subject to
veto has been cheered by citizens in low and moderate income and
minority neighborhoods across the nation -- rural and urban
communities where CRA has brought development, opportunity and
hope.



Your forceful support is needed more than ever as the House and
Senate conferees prepare to paste together a final legislative
product out of H.R. 10 and S. 900. The conference holds special
dangers for CRA and the future of urban and rural communities.

As you have pointed out, the Senate bill rolls back CRA. The
Senate version is pitted against a House bill which essentially
contains a bare bones, status quo approach to CRA. This leaves
no room for traditional compromises where House and Senate
conferees simply "split the differences." While there are many
provisions in the legislation where splitting the difference

might work well, it would be a disaster for CRA, and would negate
your efforts to preserve and reinvigorate the Act.

The Senate bill exempts 72% of the nation's rural banks from
community responsibility, 3,893 banks with branch offices across
the nation. These may be small banks, but it is not the size of

the bank that counts; itis the size of the needs of the

citizens that live in the communities whose convenience and needs
these banks are chartered to serve. The bill also places a gag

on citizens and communities, effectively blocking meaningful

public comment on banks' lending performance when they seek to
merge or otherwise expand. It also contains an unacceptable
amendment (under the guise of "sunshine") which will create
mounds of meaningless paperwork and discourage the cooperation
and agreements which your administration has attempted to foster
between banks and community groups as part of mutually beneficial
community development efforts.

Senate Banking Committee Chairman Phil Gramm will contend that
the House bill, rather than maintaining the status quo, expands
CRA. This argument is without merit.

The House bill does not expand CRA. Rather, it adapts CRA to the
changes in bank structure that are authorized by the legislation.

It requires that when banks expand through financial holding
companies, they have and maintain a satisfactory CRA rating. CRA
has always required that the banking regulators consider
community lending records when banks expand, and certainly the
formation of financial holding companies combining banks with
insurance companies and securities firms is a significant
expansion. The House bill also creates a new class of banks --
wholesale banks -- and simply applies CRA to those banks as it
does to other banks. Matching CRA to the changes in bank
structure, as dictated by the Congress, is not expansion.

We urge you to maintain your strong stance on CRA during this
final phase of deliberations over the financial deregulation
legislation, and to let the Congress know that you will not sign
a bill that contains any of the three provisions in S. 900 that
would undermine CRA or that fails to contain either of the
provisions in H.R. 10 that preserve CRA. This is the bare
minimum needed to insure that this bill, which has been called



the "financial constitution” for the new millenium is a
constitution that includes, rather than excludes, low and
moderate income and minority Americans.

Sincerely,

Alliance for Children and Families

Alliance to End Childhood Lead Poisoning

American Friends Service Committee

American Network of Community Options and Resources
Americans for Democratic Action

ARC of the United States

Association for Enterprise Opportunity

Association of Community Organizations for Reform Now (ACORN)
Campaign for America s Future

CDFI Coalition

Center for Community Change

Coalition on Human Needs

Consumers Union

Development Training Institute

Employment Support Center

Enterprise Foundation

Greenlining Institute

Housing Assistance Council

International Union of United Auto Workers

Jesuit Conference

Local Initiatives Support Corporation

McAuley Institute

NAACP

National Alliance to End Homelessness

National American Indian Housing Council

National Association of Counties

National Association of Housing and Redevelopment Officials
National Association of Housing Partnerships

National Center on Poverty Law

National Coalition for the Homeless

National Community Capital Association

National Community Development Association

National Congress for Community Economic Development
National Council of La Raza

National Council of Senior Citizens

National Fair Housing Alliance

National Family Farm Coalition

National Federation of Community Development Credit Unions
National Housing Conference

National Housing Law Project

National Housing Trust

National League of Cities

National Low Income Housing Coalition

National Neighborhood Coalition

National Neighborhood Housing Network

National People s Action

National Puerto Rican Coalition



National Rural Housing Coalition

National Training and Information Center

National Urban League, Inc.

NETWORK: A National Catholic Social Justice Lobby
Office for Church in Society, United Church of Christ
Organization for a New Equality

PolicyLink

Ralph Nader

Sierra Club

Surface Transportation Policy Project

Union of Needletrades, Industrial & Textile Employees
United Methodist Church, General Board of Church and Society
US Public Interest Research Group (PIRG)
Volunteers of America

Woodstock Institute

Patrick W. Lester

Senior Program Associate
Coalition on Human Needs
1700 K Street, NW

Suite 1150

Washington, DC 20006

Phone: 202-736-5886
Fax: 202-785-0791
Email: pwlester@chn.org
Web: http://www.chn.org

Documents circulated on this email list are not necessarily
endorsed by the Coalition on Human Needs or its member
organizations.

You are currently subscribed to chn3 as: William_G. Dauster@opd.eop.gov

To subscribe or unsubscribe contact Patrick Lester at

<pwlester@chn.org>. If you are subscribing please indicate your name,

organization, phone, fax and email address.
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THE WHITE HOUSE e
WASHINGTON : o/
i .
March 2, 1999 . A
e Tl
- S _’ '
. ” - AL
The Honorable Phil Gramm ;o
Uniced States Senate : fd;

‘Washingtom, D.C. 20510

Dear Mr. Chairman: .
Thigs aAdministration has been a.abzong proponent of financial
legislation that would reduce costs and incrzase access to
financial services for comnsumersa, businesaea and communities.
Nevertheless, we camiot support the "Financ¢iml Services --
Mocerpization Act aof 1999" now pending before your Committee.

In its current form, the bill would undermine the effectiveness
of the Community Reinvestment Act (CRA), a law, that has helped
to build homes, create jobs, and restore:rhope 1n communities
across hmeriéd. The CRA is working, and we must preserve
its vitality as we write the financial constitution for the
215t Century. The bill would deny financial services firms
the fresdom Co organize themsalves in fthe way that best sarves
their customers, and prohibit a structure with proven advan-
tages for safety and-soundpess. The bill would alsc provide
- inadequate consumer protectiona. Finally, the bill could
exvand the ability of depository dnstitutions and nonfinancial
firms teo affiliate, at a time when experitence around the waorld -
suggests the need for caution in this area.

Y agree with you that reform of the laws governing our nation’s ...

financial services industry wonld promote the public interest.
Howevar, I will veto the bill if 1t is presented to wme in its

current form.

Sincefely, -

JUL-9S-1933  13:57



May 4, 1999

MEMORANDUM FOR THE PRESIDENT
VICE PRESIDENT

FROM: ROBERT RUBIN
BRUCE REED
CHUCK RUFF
GENE SPERLING
LARRY STEIN

SUBIJECT: Community Reinvestment Act (CRA) Strategy

Action Forcing Event

CRA will be a central issue in the Senate floor debate on financial modernization legislation
scheduled to begin as carly as Monday. The Gramm bill, voted out of committee on a straight party-line
vote, would significantly weaken CRA. We expect that both sides will offer CRA amendments.
Democrats have made procedural demands in exchange for their cooperation in bringing the bill to the
floor.

We will work to focus the message on a unified Democratic position on CRA. Earlier today
Secretary Rubin spoke to the Democratic Caucus where he reiterated your veto pledge on CRA, and he
will also testify on financial modernization in the House Commerce Committee tomorrow (5/5). Just as
he was today, we expect that he will be asked to clarify the items you cited in your letter threatening to
veto the Gramm bill tomorrow as well. Specifically, we expect that he will be asked whether, if all other
problems with the financial modernization bill were resolved, you would veto a bill that fails to require
that banking organizations “have and maintain”™ an adequate CRA record as a condition for engaging in
newly authorized financial activities.

Background

You sent a letter on March 2, 1999 (attached) to the Senate saying that you would veto the bill for
four reasons, including concern that the bill would weaken CRA. Your letter did not specify how the
Gramm bill would seriously weaken CRA, but it does so in three ways:

I Its “safe harbor™ provision exempts any bank that reccived a satisfactory CRA rating in a previou
banking examination from regulators’ review -- and community groups’ input -- at the time of an
application to merge or expand.

2. Its “'small bank cxemption™ provision removes some 4,000 banks and thrifts with under $100
million in assets, located outside metropolitan areas (38% of all banks and thrifis) from CRA.
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PRM. Personal record misfile defined in accordance with 44 U.S.C. b(9) Release would disclose geological or geophysical information
2201(3). concerning wells [(b)(9) of the FOIA]

RR. Document will be reviewed upon request.
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3. It fails to mclude a requircment that banking organizations both Aave a satisfactory CRA rating as a
precondition to engage in newly authorized financial activities and maintain their CRA rating in
order to continue engaging in these activitics. Chairman Gramim considers this requirement an
expansion of CRA. We, on the other hand, believe that failure to include this provision would
seriously erode CRA’s relevance over time, as banking organizations increasingly focus on thesc
new activitics. (See appendix.)

In the House, the Banking Committee reported out a bipartisan bill (51-8), that we endorsed, that
docs not contain any anti-CRA provisions. The House Banking bill includes the “*have and maintain”
requirement. [t'a bank fails to maintain its rating it must develop and implement a compliance plan or
risk penalties -- including the possibility of forced divestiturcs of the newly approved activities and,
according to some mterpretations of the bill, civil moncy penaltics.

When the Senate bill comes to the floor, Democrats currently plan to introduce both a Democratic
substitute bill, and a comprehensive CRA amendment striking the anti-CRA provisions and adding the
“have and maintain™ requirement. Democrats will likely vote for the amendment -- although support for
individual picces may vary -- and against final passage if the amendment fails. Republicans may ofter
anti-CRA amendments. In addition, there may be amendments offered by members of either or both
parties with respect to permitting banking organizations to conduct new activities through operating
subsidiaries, and limiting the unitary thrift provisions. We support such amendments as consistent with
your veto letter, although there 1s some question about our likelihood of success on the floor. Our strong
support for the “have and maintain” requirement for CRA 1s likely to further bolster our support from
Democrats for these other amendments. If the Democratic CRA amendment fails, Democrats are likely
to be unified in opposing the bill on final passage, and we may have more leverage to fix other issues in
conference, such as banking and commerce or the operating subsidiary. If the CRA amendments
succeed, we may be in a weaker position to make other changes to the legislation in conference.

Community groups strongly support our opposition to the Gramm bill, but believe that the House-
passed version, with its “have and maintain” requirement, is at best minimally acceptable. They are likely
to oppose any financial modernization legislation that does not significantly expand CRA.




APPENDIX: BACKGROUND ON CRA

Current Law. CRA requires a bank to serve the convenience and needs of all communities in
which it operates. The Fed, OCC and OTS examine the banks they cach regulate periodically (every 24-
36 months) for CRA comphance, and make these CRA evaluations public. However, enforcement comes
only when a bank files an application to merge with another bank or opens a new branch. (A bank's CRA
record 1s not currently scrutinized in connection with applications to affiliate with non-banking
companies.) In considering an application, the regulator must take into account the banks CRA and the
public has an opportunity to comment. Regulators issued regulations in 1995 in response to your request
that CRA focus on performance not paperwork. CRA ratings are now based on a three-pronged test:
lending, services, and investments. In addition, regulators revised and streamlined the examination
process, particularly for smaller institutions.

Effectiveness of CRA. Evidence suggests that public disclosure of CRA ratings, together with
the changes made by the regulators under your leadership, have significantly contributed to improved
performance by financial institutions in meeting the needs of low and moderate income communities and
minorities. Since 1993, the number of home mortgage loans to African Americans increased by 58
percent, to Hispanics by 62 percent, and to low and moderate income borrowers by 38 percent, well
above the overall market increase. Since 1992, nonprofit community organizations estimate that the
private sector has pledged over $1 trillion in loans and investment under CRA. In 1997, banks and thrifts
subject to CRAs reporting requirement made 2.6 million small business loans for a total of $159 billion,
two-thirds of all small business loans made that year. More than one-fifth of those loans were made to
small businesses in low and moderate income communities.

Changing Nature of the Financial Services Industry. Commercial banks have seen their share
of total financial intermediary assets decline from about 60 percent at the end of World War I1, to
roughly 25 percent today. In the future, the relative importance of banking merger applications --
and, thus, occasions for reviewing a bank's CRA record, may decline and the establishment of
non-bank financial activities will become increasingly important. Communities groups are likely
to oppose any financial modernization legislation unless CRA were extended to securities and
insurance providers, which Trcasury has not supported in the past, which stands no chance of
success 1n the current or foresceable political environment, and which presents practical and
theoretical difTicuities.
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The Honorable Phil Gramm
United States Senate
Washington, D.C. 20510

Dear Mr, Chairman:
This Administration has been a strong proponent of financial

legislation that would reduce coste and increase access to ?fj
financial services for consumers, businesses and communities. /(\

Nevertheless, we cannot support the "Financial Services e
Modernization Act of 1899" now pending before your Committee. 4?%“/
In its current form, the bill would undermine the effectiveness f2§?
of the Community Reinvestment Act (CRA), a law that has helped </

to build homes, create jobs, and restore hope in communities
across America. The CRA is working, and we must preserve

its vitality as we write the financial constitution for the
21st Century. The bill would deny financial services firms
the freedom to organize themselves in the way that best serves
their customers, and prohibit a structure with proven advan-
tages for safety and soundness. The bill would also provide
inadequate consumex protections. Finally, the bill could
expand the ability of depository institutions and nonfinancial
firms to affiliate, at a time when experience around the world
suggests the need for caution in this area.

I agree with you that reform of the laws governing our nation’s
financial services industry would promote the public interest.
However, I will veto the bill if it is presented to me in its
current form.

Sincerely, C /> Y
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CRA TALKING POINTS

CRA is working to restore healthy markets in distressed communities and to create jobs,
build homes and grow businesses in communities across the country.

Since 1992, the National Community Reinvestment Coalition estimates that the private sector
has pledged more than $1 trillion in loans going forward for community development.

CRA regulatory reform reduced burdens on small banks and thrifts early and in
overwhelming numbers. Small banks and thrifts benefited from the regulatory burden

reduction effective January I, 1996 — more than a year carlier than large institutions.

In addition, more than 80% ot all banks covered by CRA qualify for the streamlined
performance standards for small banks and thrifts.

Actual time spent in community banks on CRA examinations has been reduced by 30%.

The Importance of CRA in Rural America

Many rural communities, [aced with high poverty rates and low incomes, are desperate for
new economic activity. Access to bank credit in rural communities, where markets are often
dominated by a few institutions, 1s often scarce. Banks in rural communities often receive
poor CRA ratings and lag behind their peers in local lending for consumers and businesses.

The Importance of CRA in Indian Country

CRA encourages banks to lend in their entire communities, including in Indian reservations
near the bank’s main oftices, branches or deposit-taking ATMs. CRA has helped to increase
lending, service and investment in Indian Country. For example, on the Navajo reservation
in 1994, before the CRA regulatory reform, there were three bank branches. Today. there are
12, In 1994, the Navajo had 2 ATMS; today they have 19.

Now CRA is Under Attack
The Senate has voted out a bill on party lines that would seriously weaken CRA in three ways:

[First the bill provides a safe harbor for banks with satisfactory CRA ratings in their last
examination, eflectively removing public comment from the merger application process.
Second, the bill exempts small banks in rural areas from CRA entirely, removing 38% of
banks and thrifts from CRA in the communities that often face the worst problems.
Third, the bill fails to include a provision that banks have and maintain an adequate CRA
record as a condition of engaging in newly authorized financial activities.



" Sarah Rosen Wartell
09/20/99 02:07:04 PM

Record Type: Record

To: Lisa Green/OPD/EOP@EOP

cc:
Subject: Re: People Attending CRA Meeting 4

| am preparing for gene a paper that describes the 5 issues that are in the groups letter, what the groups
say on those issues, and the administration's position on those 5. It will highlight what Gramm is
signalling he wants in a compromise, and where we might be willing to go, so Gene knows where to leave
some room and where he can be emphatic.

| also will include to American Banker articles: (1) citing Larry Summers speech at the CBC showing that
the Administration will not back down on CRA just cause Rubin left; and (2) citing Gov. Bush's recent
endorsement of Senator Gramm's views on CRA.

The rest of the packet should be the stuff that you cited. Does this work?

It now looks like i am doing a hill briefing during the meeting, so you will be there on your own.

Per Melissa, | have a call into Henderson to get a better feel what they want out of the meeting. Based on
the list, however, | guess they are looking for further assurances we won't back down specific by specific.



ROUTING SLIP
DATE: 09/ w99

FROM: Stephanie Streett
Assistant to the President and Director of Presidential Scheduling
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Comments

SUBJECT: S EfY AT CUAA wany Avp PRES. [lEcoGN | TIon)
EVENT fon AWRLDS MapE 15Y JEPT. oF m%év/w

Kris Balderston

Joe Lockhart
Paul Begala

Sean Maloney
Lisa Berg o
Capricia Marshall
Samuel Berger L
Thurgood Marshall Jr.
Sidney Blumenthal L
Minyon Moore
Charles Burson o
Bob Nash
Mary Beth Cahill L
/ Beth Nolan
Davis/Emrich v
Jenniter Palmien
Maria Echaveste o
/ John Podesta
Terri Edmonds ~
Steve Ricchetti
George Frampton o
Bruce Reed
Nancy Hernreich o
Dan Rosenthal
Mickey I[barra .
Patt Solis-Doyle
Ben Johnson L
Doug Sosnik
Joel Johnson -
Gene Sperling
Neal Lane L
Larry Stein
Sara Latham L/
Carrie Street
Ann Lewis o

i\&ll\l)1|li!!l\\\ll\

Loretta Ucelli
Bruce Lindsey
Melanne Verveer

Mark Lindsey

Lisa Glegn



SCHEDULE PROPOSAL September 14, 1999

ACCEPT REGRET PENDING
23 ST 5
TO: Stephanic Streett ' 4// :
Director of Scheduling 44
FROM: Gene Sperling

Assistant to the President and
Director of the National Economic Council

REQUEST: CRA “rally™ and Presidential recognition event for awards made
by the Department of Treasury’s Community Development
Financial Institutions Fund. These awards will be announced in
early September and will involve a total of $80 million in public
sector grants, most of which will be matched by private sector
investments in CDFls across the country. As part.of the event
we would also focus on the importance of the Community
Reinvestment Act.

The event could be held at a local CDFI in the DC metropolitan
area. The audience and attendees would include more than 100
representatives from CDFIs and major commercial banks that
are receiving technical assistance grants and bank enterprise
awards. We would also invite representatives from private
financial institutions and foundations that are making matching
investments in CDFls.

PURPOSE: This event would be billed as a New Markets follow-up event
and could include an announcement about the Fall tour. It
would also be an opportunity to emphasize the President’s
support for the Community Reinvestment Act.

BACKGROUND: Community Development Financial Institutions (CDFls) are locally
based institutions with expertise in lending and investment in
underserved areas. They represent an important vehicle for greater
investment in new markets. The President’s FY 2000 budget includes
$125 million for expansion of the CDFI Fund.

The Community Reinvestment Act was enacted in 1977 to address
problems uf disinvestment in low and moderate income communities.

President Clinton and Vice President Gore have been champions of the
CRA which is now under attack by some members of Congress.

DATE AND TIME: Any time in early October.
BRIEFING TIME: 15 minutes

DURATION: 45 minutes



PARTICIPANTS: President. Vice President. and Members of Congress who have
CDFIs located in their districts that are receiving awards.

OUTLINE OF EVENTS: Speaking program to include representatives from a CDFl and a
Senior Executive or CEO from a major commercial bank, that is
supportive of CRA.

REMARKS REQUIRED: To be provided by speechwriting

MEDIA COVERAGE: Open.

FIRST LADY'S

ATTENDANCE: The First Lady may want to participate in this event given her
strong interest in micro-enterprises which is part of the overall
New Markets Initiative tramework.

VICE PRESIDENT’S

ATTENDANCE: Requested

RECOMMENDED BY: Gene Sperling

CONTACTS: Lisa Green, 6-2803



BACKGROUND ON CRA ISSUES IN FINANCIAL MODERNIZATION
September 20, 1999

On August 6, 1999, a letter signed by over sixty organizations was sent to the President. (See
attached.) The letter expressed the groups™ appreciation for the President’s “consistent support of
the ... [CRA] throughout the consideration of financial deregulation legislation.” It also adds:

“['Y]our forceful support 1s nceded now more than ever.... The conference holds special
dangers for CRA and the future of urban and rural communities.”

“As you have pointed out, the Senate bill rolls back CRA. The Senate version is pitted
against a House bill, which essentially contamns a bare bones, status quo approach to
CRA. This leaves no room for traditional compromises where House and Senate
conferces simply “split the differences.” While there are many provisions in the
legislation where splitting the difference might work well, it would be a disaster for CRA,
and would negate your efforts to preserve and reinvigorate the Act.”

Finally, the letter asks the President to let the Congress know that he will not sign any bill that
contains any of the three provisions that undermine CRA or fails to contain the two provisions
that preserve CRA. (For your reference, the five issues mentioned in the letter, the position of the
advocacy groups, and the Administration’s views on these issues arc all detailed below.)

The Leadership Conference for Civil Rights is not a signatory to the letter; however, a few of the
groups attending your meeting are signatories and the letter reflects the full inventory of CRA-
related concerns of low-income advocates.

Note that Treasury has been asked to draft a reply to the groups’ letter to the President on CRA.
(The draft was delayed because Cliff Kellogg just had a baby, but they promise a draft this week.)
It will present an opportunity for us to be a bit more specific on the nature of our veto threat than
we have been before, without eliminating all flexibility for a compromise that saves face for
Gramm.

Scnator Gramm — Signaling Interest in a Compromise on CRA

In a September 15" meeting between the leading players in the Fin Mod conference (Gramm,
Sarbanes, Leach, LaFalce, and Bliley — Dingell was unavailable), Senator Gramm'’s posture was
reportedly constructive. On CRA, he indicated that he wanted three things: (1) the sunshine
amendment; (2) hmitations on penalties for have and maintain; and (3) eliminate reporting
requirements and enforcement mechanisms for small banks (not a full small bank exemption as
previously proposed, but effectively similar). In public statements. Gramm has focused on the
importance of the first two items. Conventional wisdom says that, in these two areas, some
compromise (face-saving for Gramm) will be possible.  (These 1ssues are explained in more
detail below.)

Small Bank Exemption

Description: The Senate bill would exempt from CRA rural institutions under $100
million. This would exempt 72% of non-metropolitan banks (3893) from community
responsibility. No comparable House provision.



Groups’ View: “Itis not the sizc of the bank that counts; it is the size of the needs of the
citizens that live in the communities whose convenience and needs these banks are
chartered to serve.”

Administration Position: In 1995, the Administration threatened to veto the Financial
Institutions Regulatory Relief bill in significant part because 1t contained a (much larger)
small bank exemption from CRA. Although we have not specifically itemized CRA
provisions that we would veto, we have said that the President would not sign a bill that
weakened CRA. 1t 1s widely assumed inside the Administration and on the Hill, that we
would veto any small bank exemption from CRA.

Gramm signals: Senator Gramm recently suggested that he just wanted to exempt these
mstitutions from CRA reporting and annual audit requirements. Thus, CRA would apply

but there would be no enforcement.

CRA Safe Harbor

Description: The Senate bill provides that banks rated “satisfactory™ in the most recent
exam and for the last 3 years shall be deemed to be in comphance until their next exam
(and thus when a merger or new activities application is filed), unless substantial
verifiable information arising since the last exam demonstrating noncompliance is filed
with the regulator. The regulator must determine if there is sufficient proof that the bank
is no longer in compliance, with the burden on the complainant to show noncompliance.
As thousand of institutions are examined for CRA compliance every 24 to 36 months,
community groups simply do not have the resources to evaluate CRA performance of
each institution on an ongoing basis. They focus their attention on institutions that have
applied for merger or branch approval. This would dramatically diminish their ability to
raise questions about community service at the time when that question is most relevant.
There is no comparable provision in the House bill.

Groups’ View: “The bill places a gag on citizens and communities, effectively blocking
meaningful public comment on banks’ lending performance when they seek to merge or
otherwise expand.”

Administration Position: While we have not itemized which CRA provisions would
prompt a veto, we have said we would veto if the bill weakened CRA. It is assumed that
this provision is entirely unacceptable.

Gramm Signals: Gramm has not mentioned this provision in recent comments on CRA.

Sunshine Amendment

Description:  Senate bill requires that any “CRA agreement” be filed with regulator and
disclosed to public. Also requires reporting to regulators about activities under the
agreement. If not disclosed, agreement is unenforceable. “CRA agreements” are any
between bank and non-governmental entily with a value of $10k or more. No
comparable House provision.

Groups’ View: The bill “also contains an unacceptable amendment (under the guise of
“sunshine”) which will create mounds of meaningless paperwork and discourage the
cooperation and agrecments which your administration has attempted to foster between



banks and community groups as part of mutually beneficial community development
efforts.” Despite this statement, we believe that some groups are more open to some
sunshine provisions remaining than others.

Administration Position: While grossly over-broad (might be read to cover, for example,
contracts between banks and mortgage brokers or mortgage msurers involving
community lending), the amendment was accepted on the Senate floor by UC. The
Administration shared our concerns about its breadth and potential chilling cffect
privately with both Gramm and Senate Democrats, but we have not made any public
statement about the amendment. It is generally thought that the Democrats and
Administration cannot be positioned to be against “sunshine.” We must not imply that
there is something to Senator Gramm'’'s extortion arguments that we are seeking to hide
by hiding the terms of these agreements. However, the burden and overbreadth of the
amendment should be addressed.

Gramm Signals: Conventional wisdom is that Gramm needs something on “sunshine” as
minimal tace-saving if he is to compromise on the small bank and safe harbor provisions.

“Have and Maintain™ Requirement

Description: The Housc bill provides that a financial holding company can engage in
activities “financial in nature or incidental to...” (i.c., insurance and securities) provided
the depository subsidiaries arc well capitalized, well managed and “have and maintain” at
least a satisfactory CRA rating. Also provides for substantial fines for officers and
directors of non-compliant institutions.

Groups’ Views: “The Housc bill does not expand CRA. Rather, it adapts CRA to the
changes in bank structure that are authorized by the legislation. It requires that when
banks expand through financial holding companies, they have and maintain a satisfactory
CRA rating. CRA has always required that the banking regulators consider community
lending records when banks expand, and certainly the formation of {inancial holding
companies combining banks with insurance companies and securities firms is a
significant expansion.”

Administration Position: While never stated in writing, Secretary Rubin told Senate
Democrats that the Administration is prepared to veto the bill if “have and maintain”
language is not included. We have made clear in various statements that we believe that
the absence of “have and maintain™ requircment would “weaken CRA.” However, we
have not gotten involved in the Hill discussions of what penalties and enforcement
mechanisms are necessary to ensure that the “have and maintain™ requircment is
meaningful. As the options have not been fully presented, there may not be a consensus
in the Administration yet on what penalty provisions would be acceptable. Democrats on
the conference committee also have indicated openness to discuss the penalty provisions
for this requirement.

Gramm Signals: Along with sunshine, the penalty issue 1s one that Gramm recently
identified he must have on CRA. He said his simply couldn’t allow banks to be incurring
million dollar a day penalties for CRA noncompliance. This is his “bottom line.”



Wholesale Financial Institutions

Description: The House bill authorizes the establishment of WFIs (“woofies™) —
uninsured banks that may not receive deposits of less than $100,000. These banks for
banks must be well capitalized, well managed, and are subject to CRA. The Senate bill
does not authorize the establishment of WI's, so the issuc of application of CRA 1o WI'ls
did not arise in that bill.

Groups’ Views: “The House bill also creates a new class of banks ... and simply applies
CRA to those banks as 1t docs to other banks. Matching CRA to the changes in bank
structure, as dictated by the Congress, is not expansion.”

Administration Views: When the Administration proposed its own legislation in 1997,
WFIs were subject to CRA. We believe that, if they are created, they should be subject to
CRA. However, recently, industry interest in the authority to establish WFIs has
dramatically diminished. Thus, the Senate bill has no WFIs at all. It may be easier to
simply drop the WFI provisions of the House bill than to have a fight about CRA
application, which Gramm claims is CRA expansion.

Gramm Signals: WT1s are not even in the Senate bill.
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Treasury Chief
Yows to Resist
Call for Easing
Of CRA Rules

+ By DEAN ANASON

WASHINGTON — Treasury Secre-
tary Lawrence H. Summers on Friday
strongly” defended the Community
Reinvestment Act, dispelling ques-
tions about whether he might be soft-
er than his predecessor on the issues
stalling financial reform legislation.

Speaking at a Congressional Black
Caucus forum on banking, Mr.
Sumnmers said the “next frontier” of
aivil rights policy is promoting eco-
nomic opportunity for all Ameri-
cans: He underscored his point by
modifying an adage popularized by
First Lady Hillary Rodham Clinton

“It takes capital to build a village,”
said Mr. Summers, whe moved into
the top Treasury post in July, suc-
ceeding Robert E. Rubin, “We have
to democratize the access to capital
in this country and make capital

avatlable to all”

Preserving the 1977 reinvestment
law, he emphasized, is the top prior-
ity of the Clinton administration's
economic development agenda.

Without referring directly to Sen-
ate Banking Committec Chairman
Phil Gramm, Mr. Summers made it
clear that the administration will
not cave to the Texas Republican’s
demands to  exempt small,

cn-/20°d

rural banks from the CRA or roll
back other parts of the Jaw —
even if it means vetoing financial
reform legisladon.

“We are this year, 1 hope,
going to pass comprehensive leg-
islation to modernize our finan-
cial system,” Mr. Summers said.
“But we should pass legislation
that is right.... We will not
accept it [the CRA] being scaled
back or its basic function
spurring investment in commu-
nites being interfered with.”

Speaking to reporters after his
speech, Mr. Summers said the
reform deal being negotiated by a
House-Senate conference com-
mittee also must grant broad

powers to direct bank subsidiaries

and contain adequate privacy and
other consumer protections.

When Mr. Summers succeeded
Mr. Rubin, observers wondered
how hard Mr. Summers would
fight for the administration’s
positions on reform, or whether
he might be more inclined to
compromise. Treasury officials
had maintained all along that no
change in policy would occur, but
last week Mr. Summers raised his
profilc on the legislation,

Early in the week, for example,
he praised four studies released
by the Financial Services Round-
table supporting the Treasury's
argument that direct subsidijaries
of banks enjoy no unfair com-
petitive advantages over holding
company units or nonbanks.

“The work of these econo-
mists,” he said, “confirms the con-
duston that the Treasury Depart-
ment, the Federal Deposit Insur-
ance Corp., and other independent
analvsts reached some time ago: a
finandal services modernization
bill should allow banking organi-
zations to choose the “structure
that best serves their customers
without adversely affecting com-
petition of safety and soundness.”

Besides CRA, Mr. Summers

orities to promote econornic
opportunities for minorities.

Noting that 10% to 13% of
Americans — induding an est-
mated 25% of blacks — do not
have bank accounts, he urged
more banks to provide the low-
cost accounts that Treasury recent-
ly unveiled for electronic delivery
of federal benefits payments.

“There won't be high fees or
punitive overdrafts” he said,
“and more Americans can come
into the mainstream.”

The federal government also
must ensure that banks are abid-
ing by fair-lending laws and that
they openly disclose their crite-

- ria for evaluating borrowers, Mr.

Summers said. “We cannot aliow
discrimination
in lending in
this country,”
he said.

The secretary
urged Congress
to appropriate
the $125 mil-
. lion the admin-

Summe_rs istration s
seeking for the Community Devel-
opment Financial Institutions
fund, and he praised the Presi-
dent’s New Markets Initiative to
promote economic development
in inner cties.

But the bulk of Mr. Summers’
remarks centered on CRA and
insisting that compliance with

‘the law is actually in banks' self-

interest.

In 1998, he said, banks and
thrifts made $32 billion of
small-business loans in low- and
moderate-tncome  areas and
another $16 billion in commu-
nity development loans. Mort-
gage lending to minorities’ has
skyrocketed, too.

“Banks are doing that because
it is profitable,” he said. “We speak
often to banker after banker who
tell us that they now have prof-
itable lines of business in com-
munitics and areas ... where they
never would have been without

listed other administration pri- the spur” of the CRA. o |
-7
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' ]esse ]ackson Assails Gramm
;And ABA in Defense of CRA

#By DEAN ANASON

The Rev. Jesse L. Jackson presented a powerful
defense of the Community Reinvestment Act on
Wednesday, blasting Senate Banking Committee Chair-
man Phil Gramm and the American Bankers Associa-
tion for trying to weaken the 1977 law.

“The Community Reinvestment Act is to economic
justice what Brown v. Board of Edication is to public
accommodations,” the civil rights leader said at a com-
munity development conference co-sponsored by the
ABA and the Federal Housing Finance Board.

“I will fight with-every last ounce of energy I have to
_preserve the CRA,” he said, describing Sen. Gramm’s
“position as the economic equivalent of. George Wallace’s
blocking black students from entering Alabama public
-schools. “I"will -battle_those who wish to undo’ it or
“weaken it.-] will go to the mat on this one”
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"‘But'on Wednesday, Sen Gramm plcked upa potent

Jesse Jackson Assails ABA,

Gramm in Defense of CRA

Continued from page 1

ally as presidential candidate
GeorFe W. Bush backed his fe]-
20w __exas nepuplicgn.

-“Gov. Bush supports the Com-
munity Reinvestment Act, whi

Iped provide access to

credit to many historically under-

munities _and their

residents,” according to_a_policy
statement released Wednesday by

the B ai

“However, the law is not per-
fect and .needs to be reformed.
Sen. Gramm has proposed some

reasonable reforms, includin

helping small banks that are
averly burdened by the current
CRA requirements and requir-
ing public disclosure of all CRA

deals between banks and com-

munity development groups.
Community activists and

Department of Housing and

- Urban Development officials

called for tougher enforcement

laws after releasing studies
Wednesday showing that mort-

~gage lendcrs continueto discrim=--

inate against minority borrowers.

rt makes it clear,that

'COI;?::s:ePs?loﬂd be looking- at
strengthening CRA, not weaken-
ing it,” said Maude Hurd, presi-
dent of the Association of Com-
munity Organizations for Reform
Now. An Acorn study of 41
lenders across the country has
concluded that blacks are twice as
likely as whites to be rejected for

~ conventional loans, and that refi-

nanced mortgages increased
162% for whites last year but 85%
for blacks and 136% for Latinos.

" When' minorities do get a

nity -banking’
“You shouldn’t be able to have it

mortgage, they tend to get worse
terms on the loan, according to
the report commissioned by
HUD. In most of the cities sur-
veyed, “minorities were less like-
ly to receive information about
loan products, received less time
and informa-
tion from loan
officers, and
were quoted
higher interest
rates,” it found.

Rev. Jackson,
speaking about
the CRA for the
second - time
this year, toughened his anti-
Gramm rhetoric since his last
speech in April. And his remarks
Wednesday were distinctive in
directly criticizing his host, the
ABA, for supporting Sen. Gramm.

Jackson

“It’s got to be a little dysfunc--

tional sponsoring a conference
on community development
while calling for a rollback in the
very piece of legislation that has
breathed new life into commu-
“efforts;” ~he=said.

botp ways. ‘A, comm1tment to
economic and . community
development requires a commit-
ment to the CRA”

Rev. Jackson pointed to a let-
ter that ABA president R. Scott
Jones sent the Senate this spring.
It endorsed two changes to the
CRA sought by Sen. Gramm in
the pending financial reform
bill: preemption of rural banks
with less than $100 million of
assets, and a requirement that
protesters must present substan-
tial evidence to block the merger

of a bank that has earned a “sat-
isfactory” or better CRA rating
for three consecutive years.

Judith Knight, director-of the
ABA’s Center for Community
Development, defended the
group’s position by saying small
banks — which represent a tiny
portion of industry assets — must
serve their entire communities in
order to survive, and that CRA
red tape only hinders them.

“By exempting rural banks
with assets less than $100 mil-
lion, we would free up the tools
and resources community banks
need to broaden their lending
practices,” Ms. Knight said in a
statement. “We also believe that
banks that receive satisfactory or
higher ratings under CRA
should be able to proceed with
normal business practices.”

A spokeswoman for Sen.
Gramm said Rev. Jackson “com-
pletely misrepresents” the law-
maker’s comments and positions.

Rev. Jackson accused Sen.
Gramm of overstating the default
rate on CRA loans and understat-
ing the number of banks failing to
comply with the law: Noting that
less than 1% of mergers have been
protested, Rev. Jackson also said
that the Texas lawmaker has exag-
gerated the ability of community
groups to extract donations by
threatening to hold up deals.

But Sen. Gramm’s spokes-
woman disputed the figures
offered by Rev. Jackson and said
the threat of blackmail alone is
enough “to make banks cough
up money.”

Katharine Fraser contnbuted
to this article
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Memorandum

To:  Gene Sperling
Lisa Green

From: Michael Barr
Subject: CRA Bricfing

Attached, in declining order of importance, please find:

. CRA Talking Points for Civil Rights Brieling
. CRA Update on Legislation

. NYT Editorial

. Veto letter

. Rubin letter

. CRA Background

- CRA Fact Sheet

. CRA is under attack

. Small bank cxemption

. Safe harbor

. Rubin testimony
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CRA Talking Points

CRA is working to create jobs, build homes, and grow businesses in communities across
the country.

The President has been a strong supporter of CRA from the beginning of his
Administration. At the President’s request, the banking regulators reformed CRA to
focus on performance, not paperwork.

The results have been impressive: while we have much morce progress to make, home
mortgage lending to African Amcricans is up 58 percent, to Hispanics by 62 percent and
low and moderate income borrowers by 38 percent, well above the overall market.

In 1997, banks and thrifts made $18.6 billion in community development loans and
investinents. Over the last six years, the private sector has pledged over $1 trillion in
loans under CRA -- that’s over 96% of pledges made since CRA’s enactment in 1977.

Now — again - CRA is under attack. The Senate banking committee has voted out a bill
on party lines that would seriously weaken CRA in three ways:

First, the bill provides a safe harbor for banks with satisfactory CRA ratings in their last
examination, effectively removing public comment from the merger application process.

Second, the bill exempts small banks in rural areas from CRA entirely, removing 38% of
banks and thrifts from CRA in the communities that often face the worst problems.

Third, the bill fails to include a provision that banks have and maintain an adequate CRA
record as a condition of engaging in newly authorized financial activities, despite the fact
that the importance of these new activities is going to keep growing in the decades ahead.

The President has made it clear that he will veto the Senate bill in its current form. It is
wrong for financial modernization and it is wrong for America’s communities.

By contrast, the House banking bill was voted out of committee on an overwhelmingly
bipartisan basis, 51-8, and does nol contain these problems. It is a bill we support.

The President, the Vice President, and Secretary Rubin bave all made it clear how
strongly we stand for CRA. In the days and months ahead, we will continue to make our
case.

CRA is a moral issue. It is an economic issuc. And it is a civil rights issue. CRA is vital
to bringing real economic opportunity (o all our communities. With all the progress we

have made together, now is not the time to turn back.

Thank you very much for joining us here today.

ooz
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Peter A. Weissman

04/21/99 02:13:27 PM

Record Type: Record

To: Brian A. Barreto/OPD/EOP, Melissa G. Green/OPD/EOP, Lisa Green/OPD/EOP@EOP

cc:
Subject: Re: CRA

Here is the background | was able to gather from Maritza. | suggest someone check in w/ Barr's office for
more detail.

Treasury (Michael Barr) has been meeting w/ these groups but some of the members asked, where is the
White House on this (esp Wade Henderson of LCCR). The groups are supportive but, it is time to get
them re-focused.

Wade's group also has some concerns with us that Barr should be able to outline for us.

Maritza stressed that this is not a "briefing" (where we would be rhaking presentations to them), but a
meeting (ie- more back and forth dialogue).

We are doing this meeting because:

We need to refocus and re-energize these civil rights and religious groups on CRA.

Listen to their concerns- some will say we are not going far enough supporting CRA because we do not
extend it securities.

Although the groups have been meeting with Treasury, Aida Alvarez and Sarbannes were concerned that
we weren't doing enough to beat back Gramm's proposal.

The Hispanic groups have not been very involved, so with this meeting we should motivate them.

To show that the White House is concerned about CRA and that we are on-board with the meetings
Treasury has been having with them.

Forwarded by Peter A. Weissman/OPD/EOP on 04/21/99 01:29 PM

__.'/‘V Maritza Rivera
04/21/99 01:24:22 PM

Record Type: Record

To: Peter A. Weissman/OPD/EOP



cc:
bec:
Subject: Re: CRA '_|

By the way. Another point of the meeting is to get the Hispanic community on board with this issue.
Peter A. Weissman

s

Peter A. Weissman

04/21/99 01:07:59 PM
Record Type: Record

To: Maritza Rivera/WHO/EOP
cc:
Subject: Re: CRA _]

yes. noon tomorrow.
just let me know the room.
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SENATE BANKING-MINORITY

do13/038
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NATL ECONOMIC COUNCIL
TeL:202 224 208U

1629 "X” S1.. pw, Su|w laig
Weshinguan, b.c. 10006
Phooet 201/466.331

Pax: 2102/366-3435
ww.civilrighis.org

on Civil Rights
Ma.x;ch [B, 1559

The Honerable Phil Gramm

Chairman -

Cormumuittee on Banking, Housing,
and Urhan Affairs

United States Senate

Washingtan, D.C. 20510

Dear Senatar Gramm:

We are writing 10 cxpress our decp concerm over your public
mischaracterizations of the Camrhunily Reinvestment Act (CRA), and aver
the treatmient of CRA in the Financial Services Modemizatian Act of 1999
as reported aut of the Senare Banking Camynines on March 4.

The Leadership Conference on Civil Rights is the nation’s aldest,
largest, and most diverse coslition of organizations comumitted to the
protecion of civil Wghts in the United States. As leaders of the civil rights
cornmunity, we rdke strong issuewith your descriptian of CRA as a vebicle
for “freud and extortion.™' and td your charactenization af CRA as “‘perhaps
the greatest natopgliscandal in America.”® To the contrary, we agres with
Presidant Clintaq that the Comrmunity Reinvesiment Act (s "'a [aw that has
lielped to build homes, creare jobs, and restore hope in communities across

Amenca."!

CRA has proven to be an effective means of encouraging federally
insured fnancial instimtions 6 extend prudent and pmﬁrab_lc lcc}nE in
underserved urben and rural communities. CRA has been credited with

'‘Congressional Record, September 30, 1998.
*Congressional Record, Qctoher 3, 1958

"Lener fram President C‘.Ljnwn to Secator Phul Gramm, March 2,
1999. '

Sa i dn e Free, Sopzi Cuerae L ooTanar.
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Separor Phil Gramun

March 1§, 1599 :

Pige twa

the dramanc wncrease in homeawncrship rates amang minority, and low- and moderace-tncome
indjviduals. Since 1993, the number of home mortgage loans extended to Afican-Amedcans has
increased by 58%, ta Hispanics by 62%, and o low- and moderale-income borrowers by 38%.*
CRA has similarly served as the impetus for revitalizing distressed rural and urban communities
theoligh small business and sma!l farm lending and community development invesanents.

Dara from federal bank regularars reveal that the CRA has not been used arbitrarily lo block
ar delay bank applications to the regulators. Community groups and athers rarely file adverse
cemments ta bank applicationg based on CRA. Leas than 1% of bank applications have received
adversc camments.” Morcover, assertions thar banks provide comminnents [0 comrnurity groups
and others because they are afraid thar regulators will deny or substantally delay the processing of
their application is not supparted by the record. Bank ap:plications that receive adverse comments
are denied only 1% af the time.® In sdditon, few applications are substantially delayed due to an
adversc CRA cammaent. :

Despite the strang recerd of CRA success and the lack af evidence of abuse, the bil] that wes
reported ou? of the Senate Banking Cormnmittee senously weakens CRA in-three ways. First, it daes
not require thart all hanks in a bank holding company hax_}e a “sansfacror)i" CRA rating to exercise
the new powers pravided by the legislatiorn. This wauld subsrantially roll'back CRA by permitung
banks that are not meccting the credit aeeds af their comumuditics to benefit from the expended
powers to affiliate with securities and insurance firtns. . :

Second, the bill would provide 3 “safe harbar” from public comment on CRA perfarmance
for banks with a “satisfactery” CRA ran.ng Under the bill, an institurion receiviag at least a
satisfactary CRA rating during the previoug 36-month p:nod would be deemed in compliance with
CRA and immune fram public comment unlcss individuals present “substantial venfiable
information’ to the cantrary arising since the last examination. Since aver 95% ofbanks receive 2
satisfactary rating, the pravision would fundamentrally undercut the right of community groups and
others to camment on a bank's CRA performance.” Cammunity group participatian in the CRA
nrocess has been criticul to the success of CRA. Public comment an other aspects of a bank's

‘Home Moartgage Disclosure Act dats gited in Secretary Robert Rubin's lemer to Senatar
Phil Crramm, February 23, 1999.

!Cemptroller of the Currency, Qffice of Thrift SHPCW)SIOR Federal Depasit [nsurance
Corparanioy, and Federn]| Reserve Board.

‘Id.

"Federal Financial Inatitutions Examination Caunecil.
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Scnator Phul Gramm
Marcn 18, 1998
Page three

performance, such as management or financial resowres, would nor face similar limitations on the
scope of inforrmation that may be infroduced nor be suhject to the same burden of praof,

Thurd, the bill exernpts banks with less than $100 millien in assets fram CRA. This
represents 63% of all banks.? If enacted the provision wul have devastaring consequences for rura
communities because small banks arc oftep the only source af credit in rural areas Despite claims
that amall banks by their narure serve the credit geeds of local communities, data from regulators
reveal that these instirutians have dispropartionately poor CRA records.

We would note that the financjal gervices bill reported qut af the Hoyse Banking Camunittee
last week on a bipartisan vote of 51-8 did nat conrain any of these shertcomings in regard @ CRA.
Thus 15 10 sharp conirast fa the 11-9 party line yote by which the Seqare B anking Commiltee reparted
out its bill, In significant measure becausg of the cam.mvcrsial CRA provisions.

Fair access to credit, which ia the purpz:s:: af CR.A is a critical civi] rights issue. As the
President has said, “CRA is working, a.n&'wc must preserve its vitality as we writc the financial
consupudan for the 21 century.'” As reponed out of the Senate Banking;Comminiee, the Financial
Scrvices Act of 1999 would drastically weaken CRA. 'Unless this shoccomiog is addressed, we
would urge strong cppasginan to tus l=gislation.

Sincerzly,
Dr. Darathy I, Height Andrew H. Motrt
Chairperson Executive Director
Leadership Cooference on Civil Righls Center for Community Change
Rarbara Arnwine .. Wade Henderson
Executive Dircator Executive Dircctor _
Lawyers’ Committes for Civil Rights Leadership Conference on Civil Rughts

Under Law

‘Federal Deposit Insurancs Carparafian.

"Sze supra acte 3
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Senatar Phil Gramm
March 18, 1999

Page four
Karen Narasaki oy
Executive D::ctk:r Hllﬂr}' Shelton
Natianal Asiar: Pacific Amen Washingson Bureau Directar
L cosl Consorium Sduencan National Assocjation for the Advancement
& ; e of Colared People
Ja . .
Ann K Chase Raul Yzaguirre
Execunve Directar President
National Cangress of American Indians National Council of La Raza
Shanna L. Smith Manuel Miraha!
Executive D_i.rcctor_ Presidenr and Chief Executive Officer
Nanonal Fair Housing Alljaoce Natianal Puerto Rican Coalition, Inc.

Hugh B. Price .
President and Chief Executive Officer 3
Natjonal Urban League

-
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Natiopal Organizations Qpposing Gramm's CRA Provisions (as of 4/12/99)

NATL ECONOMIC COUNCIL

Orgnnization and Date

Opposition to the Bill

Hispanic Graups (4/8):
-League of Unitad Latin
American Citizens

-Mexican American Legal
Defense and Education Fund
-National Association of
Latino Elected Officials
Eduearion Fund

-National Council of La Raza
-National Hispanic Housing
Council

-Nationul Puerte Rican
Coalition

-Puerto Rican Legal Defense
and Education Fund

Oppose three provisions in
the bill and support
amendmeats that strengthen
CRA

National Low-Income
Housing Coalition (4/6)

Oppose three CRA
weakening provisions in bill

California Hispanic

Oppose Senator Gramun's
efforts to weaken the CRA.

Chambers of Commerce (4/2)

AFL-CIO (3/25)

Opposes the three CRA

provisians

Narianal Farmers Union
(3/29)

Opposes the three pravisions
particularly small banlk
provisien

rLeadership Conference on
Cuvil Rights (3/18)

Qpposes three pravisions in
the bill ‘

MaryKnoll Sisters (3/11)

Opposo legislation that
wealens CRA

United States Catholic
Conference (Department of
Social Development and
World Peace) (3/4)

QOppose effarts in bill to
weuken cansumer protectians
and dilute fair lending laws

dooz



04-21/99 13:30 FAX NATL ECONOMIC COUNCIL doos

Bsuit Conference Board of Urge continwing suppar for

the Society of Jasus in the safeguarding CRA and

United States (3/3) cffectively applying CRA to
financial modernization.

NAACP (Washington Oppose efforts n financial

Bureau) (3/2) madernization bill ta weaken
CRA

srpuppl. wpd
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. NATIONAL Low INCOME Ratael Torres, Chair
HouvsiNg COALITION/LIHIS Shetla Crondey, Presiden:
April 6, 1999

The Honorable Paul S. Sarbanes
Uruted States Senate

Hart 309

Washington, DC 20510

Dear Senator Sarbanes,

On behalf of the National Low Income Housing Coalition, [ must express in the
strongest terms possible aur objection to the evisceration of the Community Reinvestinent
Act in the Finaacial Services Modemization Act of 1999 recently reported out of the
Senate Banking Commirtiee.

The National Low Income Housing Coalition represents thousands of local
housing arganizations that are doing the hard work at the local level 1o rebuild
netghborhoads that have been depleted by disinvestment, and to produce gafe, decent, and
affordable housing for peaple at the low end of the economic spectrum. These are
orgamzations that are masrerful at the management of multiple funding streams, bringing
rogerher the public and private resources required 1o stimulate and produce new housing
and economic development initiatives at the local level. Each of our members can atrest (o
the necessity of the Community Reinvestment Act in purting together the resources
required to do the job we all expect of them. At a time when respoasibility for solving
serious community problems is being develved to local arganizatians, it is mystifying as to
why one of their most critical resource development tools would be pulled out from
underneath them.

Especially serfous is the provision in the Senate bill which allows baniks not in
compliance with CRA to expand their affiliations and engage in new powers. This would
essentially render the CRA useless in the new world of financial modermization.

We also object to the crearion of so-called “safe harbors™ for insticunions with at
least a satisfactary CRA rating, which in effect eliminates opportunity for public comment
on the commuruty reinvestment activities of the banks, while maintaining opportunity for
public comment on all other aspects of the instinitions” finctioning.

Finally, the small bank exemption would mean that rural communirieg have no
aptions for acquirng credit. as small banks are often the only source of credit in many
rural parts af the country.

" )017 founeenth Street, NW. Suit2 610 - Washington, OC 20005 - Tel: 202/562+1830 + fzx: 202/193-1973 - e-mall:info@niihcorg - hegp//wwwniinears
et
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The Community Reinvestment Act is a model of the Federal governmenr ar tts
best, sumulating invesument in poar neighborhoods and creating a true partnership amang
the private, for profit sectar, the pcivate, not for profit sactor; and the public sector. As
we move into an era of a bigger and more comprehensive banking system, building on, not
tearing down, this care element of commumity reinvestment should be an essential
principle.

We urge that the Senate not take this action, and prevent the dire Consequences

that would resulr in s wake of its passage.

Sincerely.

T .
B o8 g g
>

Vg
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April 2, 1999

The Haonorahle Trent Lot
United States Senarte
SR-487

Washington, DC 20510

Latino Business Growth, Home Ownership and CRA

Dear Senator Lom:

We are writing on behalf of major Ladro groups including the two
largest Latino business groups in Californya, the largest immigrant
cinzeuship group in the U.S. and the largest Ladno polidcal arzanization
in California’.

In California slane, there are more than elaven million Latinos and
300,000 Laano-owned small businesses. [n the year 2000, it is expected
that aver 15 percent of the vorers will be Latino.

Latinos in California are primary beneficiaries of the Community
Reinvesmnent Act, including billions in small busigess loans and muln-
millions in equity and philanthropic investments. Similarly, since CRA
was enforced, Latino homeownership bas significantly increased.

W do oot view CRA as 4 political football. [t is an essentiz] part
of our struggle to share in the prowing American economic pie. Our
views are shared by virmually all the CEOs of majar California financial
institutions ard the vast majority of the 34 million Hispanics in aur great
naran.

We thers=fore urge you and members of the Scnare Banking
Commitree to dissociate yourself from Senator Gramm’s misguided
hostility 10 our legitimate aspirations. Tq help the Larino community,
including our rapidly increasing business base, every Senatar should
vare to fully enfarce CRA, and to expand CRA o all financial
instutions including investment houses and insurance campanies,

Senator Lotr, 34 million Hispanics ask for the oppartunity to share
in the American economic pie. '

' Lanin Busincss Associstlan, CA Hispanic Chamber of Commerce, Mermundad
Mexicanz Narinnal, and Mexican American Political Associntion.

doos- 036
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Sineerely,
\ —
Aarnis—
ew Ysiana gc cjo

State President ard Member

CA Hispanic Chamber of Commerce Lzm.n Business Associatian

/Bom Eﬁ. WonndE2 %erd Coorva_

Ban Benavidez Bert Carana

State and Natienal President Co-Execunive Directar

Mexican American Political Associaton Hermandad Mexicana Nacional
Caarlld

Viola GQouzales Mated Camarillo

Exccunvc Director VYice President of Board

(carmo Federtion

. ‘Arabella Martinez
President President and CEO
Orange County Minority Business Cauncil Spanish Speaking Uniry Council

Bl —

David Lizarraga
President
TELACU

ce: Members of the U.S. Sensrz Banking Coptrmittes
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AMERICAN FEDERATION OF LABOR KT\ID CONGRESS OF INDUSTRIAL ORGANIZATIONS

JOHN J. SWEENEY
813 SIXTEENTH STREET. N.W, PRESIDENT
WASHINGTON, D.C. 20008
RICHARD L TRUMKA
SECAETAARY-THLASUREA

LEGISLATIVE ALEBT! .orcermonmon

EYECYTIVE VICE-PALSIOENT
(02) A437-39Q5a

March 25, 1999

Dear Senator:

The AFL-CIO is deeply concemned that the Financial Services Modemization Act of
1999, as reported by the Senate Banking Commitize, severely undermines the Community
Reinvestment Act (CRA) an essential instrurnent in ensuring working families’ access 1o capital.
We urge you to oppose the bill in its current form.

The CRA was enrcted in 1977 to address problems of disinvestment and redlining in low
and moderate income communities. The law places an obligation cn banks and thrifis 10 meat
the needs of the local communities from which they draw deposits by providing appropriate
credit and services. Under the CRA, financial institutions have caommitted more than one mllicn
dollars to low and moderate income communitiss without compromising the instimitions' safaty
ar soundness. This public obligation is a reasonable exchange for the benefits financial
instimytions receive in the form of Federal deposit insurance and access to discounted borrawing.

The Financial Services Modernization Act undercuts the CRA in three fundamental ways.
First, the legislation eliminates the requirement that all banks within a holding company have and
maintain satisfactory CRA retings as a condition for exercising new financial powers provided
by the legislation. Currendy, regulators may deny the applications of banks that are not meeting
the credit needs of their cornmunities. Without this modest requirernenr, banks would be
permitted to exercise the new powers even though they were not meeting exisung credit nesds
The bill could make CRA irrelevant in the super-merger prane financial services industy.

Next, the bill provides a “safe harbor™ to insnutions that received a satisfactory CRA
rating during the previous 36 months. This would render banks immune from public comment
on CRA performance unless “substantial verifiable information” is filed. Regulatars often rely
upon public camments 1o assist them in gaining a comprehensive view of a bank’s performance
in meeting the credit neads of its coqununitics. This new standard would effectively eliminate
public camments on banks CRA performance and create an unfair and excessive burden that
most ordinary ciuzens would not be able to meet.

Finally, the bill campletely exermnpts rural banks with less than 5100 million in assets
fram the CRA requirements (76% of all nural banks). This exemption is particularly disturbing
given the remendaous need for credit in rural areas. Rural communiries generally have only one
bank and small banks already have the worse CRA performance records. Removal of this
minimal r=quirement for banks could have devastating effects on working families in rural
communities, particularly family farmers.
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The CRA has significantly increased working families’ ability to acquire and maintain
small businesses, purchase homes, and pay for their kids’ educations. The AFL-CIO will appose
any amempts to roll-back these CRA geing. We urge you to appase the Financial Services
Meodernization Act of 1999 until these provisions are addrcssed.

Sincerely,

Peg I, Dxrec;e‘r
DEPARTMENT OF LEGISLATION

39 HAR 25 PH 3: 01
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MIRTICNMARL
FRRARMERSE
VIMIoOm

March 24, 1999

Dear Senator:

Qn Ebehalt of the 300,000 farm and ranch families of the National Farmers Union, I write to
express our strong opposition to the Financial Services Modernization Act of 1999, 25 reported
cut of the Senate Banking Committee earlier this month. Specifically, we are concerned that the
bill would undercut the Commumty Reinvestment Act (CRA)Y—a law that has significantly
expanded access to credit in rural communities across the nation

The Community Reinvestment Act prohibits redlining, and encourages banks to make affordable
martgage, small farm and small business loans, Usnder the impetus of CRA, banks and thrifts
made 311 billion in farm loans in 1997. CRA loans assisted small farmers in abtaining credit for
gperaling expenses, livestock and real estate purchases, Law- and moderate-income residents in
nual communitics algo benefited from $2.8 billien in small business loans in 1997.

Iz 1958, access to credit i tighter than usual, makipng it critical to maintain the CRA. There are
three provisians in the pending legislation that jeopardize the CRA.

First, the bill exempts banks and thrifts that are located in rural areas and have less than 3100
million in assets, from CRA requirements. This provision would exempt 76 percent of all banks
and thrifts in rural compnunities. A Congressional Research Service study of data from 1997 to
mid-1998 found that banks with less than $100 million in assets receive 70 percent of the “below
sefisfactory’” CRA radngs.

Second, the banking bill fails ta require that banks have a satisfactary CRA mating in order to
affiliate with securities and insurance firms. In the absence of this requirement, banks cauld
ignare local credit needs in favar of expanding to ather areas.

Third, the bill has the effect of eliminating the public’s oppertuniry to comment on 2 bank’s
performance pending expansian, if that bank has had a satisfactory CRA rating during the
pravious 36 months.

There 19 no compelling reascn ta weaken the CRA. In fact, CRA regulations were revised in
1995 to reduce compliance burdens on small banks and allow for streamnlined exarmination.

The CRA has hesn extremely successful in encouraging financial instirutions to help mest the
eradit needs of rural communities across the nation. Therefore, we urge you to oppose the
Financial Services Modernization Act of 1999 until the provisions against the CRA are remaved.

Sincerely,

Z{g—%&@
Leland Swenson
President

400 Virginia Avanus, S.W. « Suite 710 -~ Washingtan, D.G. 20024 - Phone (202) £54-1800

e el
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2806 Lake Ave.
Raltimore, MD 21213
March 11, 1599

Washmgtun, D.C. 20510

Dear Senator Sarhanes,

- We are writing with concern about proposed financial modemization legislation that will
have a negative effect on the Comumunity Reinvestment Act of 1977. This legislation would
promote the creation of nationwide financial conglomerates without holding them accountable
ta laws that foster community reinvestment and consumer protection.

This legislation will essentally make the Community Reinvestment Act ineffective in
meeting the needs of local communities, especially law and muddle-income people. CRA works,
and must be strepgthened, not weakened.

If Congress intends to modernize the banking system, it must modernize the CRA at the
same fime. Mega-banks that are created out of mergers will receive one CRA 1ating, meaning
local community needs will not be well served. Provisions tnust he extended ta cover these new
financial realities.

We must work to promote institutions that understand that local commumiy development
is at least as important as making a prafit. Wc urge you to Work and vote against any legislatian
that weakens the Community Reinvestment Act. Thank you for giving this your attention.

Peace to yauo

Sincersly,

S, ﬂiﬁm% M‘//‘/”LJ%Z ‘

Sister Rita Nixon  Sister Flelen Scheel  Sister 1\4 jarie Schnclhnger
Maryknoll Sisters
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Department of Soclal Development and World Peace ! £
CAONFERENCE 3217 4th Screet N.E. Waahinptan. DC 20017-1184  PAX (202)5413339

March 4, 1999

The Honcrable Paul Sarbanas

Banking, Housing, and Urban Affairs Committee
United States Senate

Washington, D.C. 20510

Dear Ssnator Sarbanes:

| write to ask that you oppose any provisions in the Financial Services Act af 1339 that
may eliminate consumer pratactions and/ar dilute the fair lending laws.

The United States Cathalic Conference has vigorously supported the disclasure of
lending patterns since 1975 and was ane of the ariginal supporters af the Home Mecrngage
Disclaosura Act. Wae helieve people must have access ta information about the lending practices
and pafterns of the financial institutions in their cornmunities that are seeking their business. in
the past banks, mortgage companies, insurance brokers and other financial institutions havs
discriminated against minority populations, low-income individuals and the cammunities in which
they live with virtual impunity. The Community Reinvaestment Act (CRA) and the effective
enfarcement of its requlations have praved significant toals in ensuring that financial institutions
meeot the credit needs of the lecal communities in which they are located, particularly by
incraasing ths flow of cradit to low-income and minarty communities.

Since 1977, CRA has channeled tsns of billians of dallars profifably back into rural and
urban communities This success of lacal communities gaining access to private capital should
not be jeapardized. Communities and neighborhoods need the investment of private capital
particularly as gavernment curtalls its spending an housing and social services. programs and
local cammunities are being asked o assume more respansibility for their own development .
Low and moderate income families of all races and ethnicities have benefited from CRA with
increased oppartunities to purchase hamss, apen small businesses or operate farms.

As Caongress seeks to modernize the banking and financial industry._ fa'irllending jaws
must not be undermired. Onca mors, we urgs you to oppose any effort to diminish consumer
protactions and to weaken fair lending laws.

Sincaraly,

@kﬂ//w%/

His Eminence

Cardinal Roger Mahony

Archbishaop of Los Angelas

Chairman, Domestic Policy Committes

Digeudan Rejgdons

Scor=tariat Demesuo Social Develapment Intzrndtlonal Jysitice & Puaco Bavirapnmental Justice d
(202) 541.318%

(202)3%13180 (202)941-3188 (2021541-3180 {202) 5473160
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JEsulT
CONFERENCE

THE SOCIETY QF JESUS INCTHE UnNirgo Srags

The Haonarable Paul Sarbanes

Senate Committee on Banking, Ilousing, And Urban Aftairs
United States Senate

Washington, DC 20510

March 3, 1999
Dear Senatar Sarbanes,

We are writing you an beha)f ol the Jesuit Canference Board af the Sacicty of Jesus in the Unirec
With the House and Senate Banking Commitrees scheduled to mark-up financial medemnization |
this weelk aid viporous discussioas already underway, we call vaur urgent attention to the status «
Community Reinvestmenl Act (CRA) in this debatc.” We urge your vacal and unconditional SUpF
safeguarding and effectively applying CRA to any proposed financial mademization legislation.
maximizing the capial availahble to underserved urgan and rural areas, CRA hag proven 1o be an ¢
mca;:s of promating vital and sustginable communitics. CRA should be allowed to continue its ir
work.

There yre approximately 4,000 U.S. Jesyit priests and brothers working abraed and in our domest
which include: 28 Jesuir-affiliated universities and colleges, more than 50 Jesuit high schools and
schoals, hearly 100 Jesuit parishes, and veriaus other apostolic programs throughout the sountry.

averriding commitment to empawer individuals, families and communities wha arc mast at-risk i
society. In cssenrial ways, CRA enables these marginalized proups to fully integrale into saciety.

Propelied by a mission of justice and socia) progress, Jesuit institutians have CRA-type goals of it
the communities where they are located. For example, Fordham University is situated in one of T
urban counties in the nation. In 1983, Fordham formalized a long-standing partnership with the N
Branx Community and Clergy Coalition ta form the University Neighborhoad Housing Corporatic
UNHMP betieves in warking aggressively to develap and preserve innovative, community-cantrolle
affordable housing. With the strength and leverage of C?{A, UNHP hasg built a positive, working ¢
with Chase Manhartan Bank, From the latz 1980s, this relationship has rL'SLI’[CCFiH millians of dal’
capital for affordable housing and cconomic development in the northwest Bronx. Recently, this =
Fanncrship ielded $25 milllon in housing rehabilitation funding from Fannie Maz. The force of ¢
eaders working with university, banking and Fannie Mae representatives is not merely & lifeline £
northwest Bronx; it has added self-sustaining stability and growth ta an historically distrassed, der:
populasted neighborhood. This is one example of an estimated 31 trillion in CRA-{eversged finalic
commitments since 1977, -

Wo ask tor yaur continued support for national economic development pelicies which equip peapl-
means to lead respectful and dignified lives. CRA is in the interest of underserved communites; .
4nterest of our Jesuit institutions; and it is in our callective, national interest.

Thank you tar your consideration and effors.

Sincerely, .
i&‘ 'ﬂé y :"‘:"" *%:4 1-4/& @ A_,.J. \“’\\’ '; DLrvvvC

Rev. Richard Rysecavage, S.J. Ms. Brirish Robinsen

Secretary Narional Director . o

Jesuit Social & Internatianal Ministries Jesyir Socinf & International Min'

1616 1" STRECT Now. s ('L 40Q WASTHINGTUON, D.C. 20006 1+08 PHONF 102-262-0400 [ SIRERPN LK
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WASHINGTON BUREAU
NATIONAL ASSOCIATION FOR THE ADVANCEMENT OF COLOAED PEOPLE

1025 VERMONT AVENUE, N.W. - SUITE 1120 - WASHINGTON, D.C. 20005
(202) 63B-2269 FAX {202) 639-5936 :

March 2, 1999

The Honorable Paul S. Sarbanes
U.S. Senate '
Washington, D.C. 20510

RE: The Financial Services Modernization Act
and the COMMUNITY REINVESTMENT ACT

Dear Senator Sarbanes:

The National Association for the Advancement of Colored People
(NAACP), the nation’s aldest and largest grassroots civil rights organization,
strongly supports the Comurnunity Reinvestment Act (CRA) and opposes any
attempts to weaken it. The CRA has been instrumental in the revitalization
of literally tens of thousands of comumunities nationwide, and is an important
tool in the NAACP’s efforts to help people and communities achieve their
goals at no cost to the taxpayer.

Through CRA, financial institutions are discovering thar there are
benefits to working m and with low to moderate income and minority
comumunities. Since its enactment in 1977, CRA has helped lenders tap into
previously unchartered areas and consequently they are leamning what a
viable, profitable markef the low-moderate and minonty communines are.

One example of a CRA success story would be the NAACP’s
Commmunity Development and Resource Ceuaters (CDRCs). The NAACP,
working together with NationsBank, opened our first CDRC in 1992 1n part
to help NatonsBank comply with CRA. Since that time, NAACP-CDRCs
have made martgage, consumer and small business loan referrals amountng

do20/036
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to over $100 million, and more than 10,000 individuals and businesses have
received counseling or technical assistance thraugh CRDCs.

Due to the vital role the banking industry plays in the success or
failure of every Amerncan neighborhood, CRA is a necessary tool for the
sustained econemic development of our nation. Thus the NAACP urges
you, in the swangest tertns possible, to oppose any amendments or bills that
would In any way weaken the effectiveness of CRA. The NAACP alsa
urges you, again in the sirongest terms possible, to suppart any move to
expand or modernize CRA as the financial services industry is allowed to
change and grow. By not including CRA in any restructuring of the financial
services industry, you would effectively be denying whole communities
access to tmuch-needed mmortgages, consumer or small business loans, or
basic financial assistance.

1 hope that you will feel free to contact me if you have any questions
regarding the NAACP position on CRA, or if there 1s any way that I can
work with you to ensute that CRA is allowed to continue to prosper and
provide assistance to people and communities across the nanon.

e A

Hilary (. Shelton
Direct
NAACP Washington Bureau

HOS/enk
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Pirtsburgh Post-Gazette (PA)
March 24, 1999

"Good (Re)investment: Don't Scrap a Law
thar Baosts Neighborhood Loans”

[ The Record (Bergen County, NJ)
Viarch 22, 19599

"A Bad Banking Idea--Keep Incentives tor -

Community [nvestment”

The Charleston Gazette (W. VA.)
Mlarch 19, 1599

“Neglect Return to Slums?”

St. Perersburg Times (FL)
March 19, 1999

"Keep the Loans Flowing™

The New York Times
March 17, 1999

“Mischief from Mr. Gramm”

Newsday (NY)
March 10, 1999

“Releage Banks from Depression-erz
Restraints”

The Providence Jaurnal (RI)
March 9, 1999

“Let’'s Not Abandon the Cormumunity
Reinvesmment Act”

The Philadelphia Inquirer (PA)
Marca 4, 1559

“Cammunities and Lenders--Don't Currail
mandares for inclusive banking that have
helped people and neighborhaods.™

sdirgo. »nd
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5TH STORY of Level 1 princed in FULL formar.

Copyrighc 1239 P.G. Publishing Co.
pictsburgh Fosc-Gazeccae

March 24, L3999, Wedneaday, SOONER EDITION
SECTICN: EDITAQRIAL, B5g. A-24
ILZNGTH: €19 warda

LINZ. GOQO (RE) INVESTMENT;
CON’'T SCRA2 A LAW THAT BGOCSTS N=IGHUORHCCD LIANS

gchoYy .

Eetween 1380 and 1%87, Unica Natiomal 3Jank made one martgage lsac ia the
Norzh Side fcor a grand cocal ef § 10,000. I3 1957, Nacianal Citv 3a=ik,. che
merged successor co Union Nacicnal. made 38 home purchase merszgage —cana and 63
relfinancing and home improveme=z=t lcana on che Nezth Side, kostaling 3 7.29

million.

Several factors may contrihucte ta chat staggering jump in ipvaescz=ent, hut the
key was DUCCing the Community Reinvestmenc Act %o wark. Naw Sen. 2hol Gzamm, a
Texas Republican, 13 2iming ta limit ics effectiveneas. That would e a
devastacing blow to uzban revicalizatiazn.

law, which requireg hanks ta make loans in the neignberhgods Z-om which
tract depaagics, pasgssed inm 1577, hut ics effmcts were nsc 2l in
sburgh urcil 1588. That's when 3 group of communitv activiscs Iocusad

ricn oxn Urnion National's sacherie record of lending in low-ingcme anc
minorizy ne:ighharhaads 2nd urged the bank ta dg better.

Union Nacicnal responded guickly and promised to make 5 105 mililzn in leans
ra low-income neighhorhoods chyoughour the area over the next £ive sears. The
bank nag made goacd on ics promZse through igcs wvarious mergers and pesuticicna.

Fram thet beginning, che Pizcsburgn Cemmunicv Reinvagbment GIsup 145
agaoriazad agzreement= with 13 landexrs resulcing in § 3 billien 1o inv/escmenc
er

the lasz decade to neighbcrhoads zhac had be=n tradircionallr redliced cor
ackad.

*J

v
w

0 G

rr-

Individuals who had previcuzly Sesn deniad were able cao cwnr tiglr IWD Bcmes,

reighborhpoda were saved Erem asandermenc and che banks found thac. wallz che
delinquency =at=s mav be mar giaally higher, che locans hawve nac =ee 2 lazwng
granosltion. Many panks concancd chat chey discovered opporctunicies zthev dida'c

resalizc exisced.

13 o bazIisr Chan

Sen. Gramm, ncneth=2laess, inslists cthat che procedura
Teminocaas paltsing

#MXToIrticn ard Ne digmioseg nhe Saalt tcsotimonzalo, uaTi.ng =nak
the mafia far proceccion dan' € zaadily cemplaiiz either.

sl
(&
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Piusburgh Post-Gazette, March 24, 1999

The Texas Republican must be halding his chavyrt on powar relatiaonas upside down
if he thinks that community accivists wield anarmoud sway cver poor, defanselass
banks. The Community Reinveastmenc Act gives sSome measzurs of power to the
compunicy, but ic hardly levels che playving field. It simply days that because
banks gec many servicas from the federal goverument. thar che2y mught contTibuite
something back.

As Cengregs cansiders legislabion revamping bankiag regulaticns to allow
lending iratitutions tg expand the nacurae ¢f the financial gervices they angage
in, sSen. Gramm ie seiziny the opportunity te targetc the Community Reinvestmenc
Act. He has proposed that banks with assets of less than § 100 millien - thac's
55 percent of all bamks - be exempted fram ics provisions.

But that 1s exactly che wzong dizecticn in which co move. The relnvastment
act i3 3o imporcant that it should aot only survive, but it should alse be
axtended ta any bank-related institution char =ngage= in leading.

Naticnally gema S 1 krillien has heen reigvested in cities bringing new life to
communitias that bad langulshed withour zegources and without hope. The
Community Reiavestment Act shares a large porcion of rhe credirn for that
guccess. It deserves caoncinued suppazrt.

L2AZ-DATS: March 24, 19399

<030
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Bergen Record editorial

A bad banking idea
Keep incentives for community
investment

Monday, March 22, 1999

BEFORE 1577, banks routinely denied loans o nmunorides and athers
who lived in poor neighborhoods. Some pecple found it next 1o
impossible to get loans, even from banks where they had accounrs. The
pracuce was called red-liming.

To cambat this widespread lending discrimunation, Congress that year
passed the federal Community Reinvestment Act. [t gave the government
the power ta fight red-lining by blocking mergers or expansions of banks
that did net have satisfacrory CRA ranngs.

The CRA Is partially responsible for revitalizing communities throughout
the country. Unbelievably, Sen. Phil Grarnm, R-Texas, has proposed
legislation that would exempt 63 percent of all banks from CRA
abligadons. Fortunately, Presidenit Clinton has vawed to veto it

Mr. Gramm's CRA revisions are part of a financial overhzul bill recently
appraved by the Senate Banking Cormnrittee. The main purpose of the
bill is to remave the barriers between banks, securiges frms, and
Insurance companies. [t would allow companies n any of these three
areas to expand into the other twa. Theoretically, these husinesses could
create huge Onancial superrnarkets thar offer consumers checking
accounts, mumal funds, insurance palicics, and maore.

An amendment supperted by Mr. Gramim -- head of the Senate Banking
Cornmitree -~ waould exempt banks with less than 3100 million in assers
fram communicy lending laws. Mr. Gramm complaing that cormunuruly
groups use the CRA fo extort money from banks and says the CRA
paperwark requirements are odious.

Ir's true that the CRA requires paperwork, but it alsa takes time and

effart to comply with fair housing and employment laws. Bur that's nat a
Jjustification far eliminating thase laws. As for extortion, the commuity
groups that Mr. Gramm is complaining about do nat have much leverage
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aver banks abiding by the fair-lending rules.

Poar and minority communities have received more thag S1 tillion in
laans since the CRA passed, In the past 10 years, New Jersey Cinzen
Actan — a Hackensack-based coalition of 90 community organizations
-- has negonared deals worth more than $8 billion.

The deals bave pravided special loan programs for frut-dme
homeowners and personal and home-improvement loans at competitive
interest rates. Banks have established loan programs for homeowners
wha need to remove dangerous lead paint from their bouses, or provide
handicap accessibility. Non-profit groups have received grauts and loans
to build affordable housing,

Wauld banks continue to make money avalable for such worthy
projects without the CRA requirements? Some prabably would. But the
banking industry's sorry history before federal intervention suggests that

many would not :
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JRD STORY of Focus printed La FULL Format.
Copyxight 1995 Charlescan Newspapezs
The Charleston Gazecie
March 15, 1938, Friday
SECTICN: Edigorial; 2qg. P4A
LENGTH: 252 wards
HZADLINZ : Neglecr Recturn co slumy ?
BYLINE: Gzedic
2CDY:
TWQ DECADES ago, whea Demacrars confralled Cangzress. thev wassed the
Community Reinvestment Act, forcing banks to lend money far hetter
homes in black and poor neighborhaods that previously werse shunned.
Since ther, che Naticnal Community Reinvestmenr Coalitlen says, mcre
than $ 1 crzllionr has been leat for such housing. The result, accazding

t3 The New York Times:

"Cities thatb were iro dradtic decline 2Q yeazss ago ars experilencing
rehirth, tharnks to new hameowners who are rrangforming neighhkorhoads
of Eraagiencs iaca placesa where familles have a gtake in wnat
m~appena. "

BUC how, with Republicanas in contzal of Congzess, an effort is being

made to cur aid to ghercos. Sen. Phil Gramm. R-Texas, savs the

Jeinvestment Act 13 unfair Lo bankers.

The Times says Gramm wants "a return co the bad old déys, when barmka
294k 2vexycne's dangsits bue leat rhem only ta the affluenc.”

Sramm would drap the reicvestmenlt requisement for bapks wich less chae
5 100 million asseca - cwa-thizda af all bazks. Yis bill also would

weaken ather lending requiremencs thar help lov-inceme families.

When inper cicles aze akandoned, laft co sink i=2-a decay, avervane
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The Charlssion Gazere, March |9, 1999 FQCus

guffers, including comfoxtable folks in the suburhs.

agerica mesc not cease efforts to rescue hlighted neightarhoods. Wae
hope West Virginla's Demacratic membhers of Congress, although
aqutaunbered, do whatever thev can co abatruct Gramm's

nill.

TOAD-DATE: March 19, 1399
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4TH STORY of Focus printed in FULL farmac.

Copyright 1939 Times Publishing Campany
St. Petarsburg Timas

March 13, 13893, Friday. 0 Souch Pinellas =diticon
SECTION: EDITORIAL: ZDITORIALS; Fg. 20A
LENGTHE: 177 wards
FZADLINE: Kaep the loans flawing

BCDY:

Neighberhoods and commuuirties that only twa decades aga were dving or in
rapid decline are paw showing new signs of life, thanks in part ta che Fedsral
Community Reinvestment Act. The 1977 law effectively curlawed redlining bv
ragquiring banks to investc in law-income and minarity areas where landexs

higcaerically refused co make loans, even tqg their own depositora. Just aa che
succedag of the act is becaming visible, some members of ngress want Co weaken

ic.

U.S5. Sen. Phil Gramm, chairman of the Senate Bankiag Cammiccee, and onnes
Senate Repuhlicans are supparting legislation that would exampt banks witi
azgeca of legs than § 1l00-million f-om the community reinveatment law. Thar
accounty fer aboukt 65 percent of all bankg. The bill also would make it mo=-s

difficull far communicies to prove a bank's lending bractices axe unfais o=

discrimizatary.

According to the Natiaral Communlty Reinvesacgmanc Coalitien, banks have
zommicted merz than $§ l1-trillion ta urban ravikalizacion efforts sioce the
pasgcsd. The effects are vigible aa far away as New Yaxk, Les Angeles and Dallas.
Claser ta hame in St. Pecersburg, 3 § 4-million partnership between Nations3ank
and Naighhorhood Housing Servicas 13 brianging 50 affardable single-family hemes

to the Baxzmlet:s Dazk area.

law

Czng=a3s should rfject Gramm's arzempt to uhdermine such progzess 2c a timé
vhen many impoverished commurities ase beglnning to rebound. Harks put
chemselves at risk and aofcan earn less when they maks small, caommunoirty-sased
lecans. Withoul pressuze from the faderal dgovernmens, the firancial zesources
“hat have been trickling inta gcruggling communities aver the paac 22 vears
weuld begin tog dry up.

Gramm glaims the acr needs tc be r=written because communicy organizacicns
thac build affardable housing and help promorte small bhusiness ar- using ic ko
“exzoarc' money from banks. That iz a sham argumenc. Few panks axe clamoering =9
shange the Csommunity Tnuesrcmant act. and many have keen pleasantly surpriged
w.ch the guczess of che laan pregrams rhey have institured undax ic.

29,036
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St. Petersburg Times, March 19, 1999 FOCUS

b

Toe much pragzegs has been made for Congresa Lo alleow Gramm to caks away o2
capital chat hag been the lifehlood far rhe gencrificacion slowly taking placs
in cities all over the United SJcaces.

LANGUJAGE: ENGLISE

LOAD-DATE: March 19, 1399
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THE NEW YORYX TIMES ' WEDNESDAY, MARCH 17, 1999

Kza

Mischief From Mr. Gramm

Cides that were (1 drastic decline 20 years ago
are experiencing rebirth, tyanks to Dew homeown-
ers whe are rrandforming nelghborhoeds of oran-

- slents inro places where familles have a stake in

what happens. The renasgance is due in pare o the
Fedaral Commutyty Reipvestmenr Act, Which re-
quires hanks 1o reipvest acrively n deprassed and
munaricy arsas that wers historically wrinten off.
Separor Phil Gramm of Texas now wants to weaken
the Reinvestment Art, epcalraginy a retirn in the
bad old days, when banks tock everyone’s depusits
bur Jest them anly to the affluear. Sangible members
of Cangress need (0 kesp the measurs Intacr,

The 2ct wasg passed in 1977. Undd] then, prospec-
tve home or busingss gwners i many cmmanites
had Umle chance of landing loans even from banks
where they k=pt money an depasic. But according ta
the Narional Communiry Reinvestment Cgalidan,
banks have commuitred maore than $1 rrillion to once-
neglecred neighbourboods sinee the aet wad passed,
the vas: majarity of it in tde last six years.

I New.York Cicy's South Brunz najghbarhood,
the mozey has cirned burned-oge areas infn havens
far affordable homes and a new middle class. The
banks =zt less an communicty-based loang than on
corparale business. Bur the moast civic-minded
banks have accepted this reduced revenue gs a cost
of doing business — and as 2 reasaonable sacritice.

lor keeging the surrounding comMunitas strone.

Federal bank examiners can block mergers or
expansions far bagls diat fail o gchieve a sgnsfac-
wry Commounity Reinvestment Act ranng, The Sen-
are proposal tiar Mr. Gramum supports wauld ex-
empt banks with assets af less than $100 millon
from rheir cbligadons under the act. That wguid
include 63 percenc of all baoks. The Senate Qil
would alsa dramatically curzail the commumity’s
right to expase what it cansiders unfair pracoces.
Withant Federal pressure, however, the amoaunt of
maney fowing o poarer aeighbarhoods would drup
suhsrantially, undermining the urban recovery.

My, Gramm argued thar community grogps are
"extordng’” monay fram banks in remum for ap-
praval, and describes the requited paperwark as
odlpus. Bur comrmunity orgapizadans that bui'd
atfardable heusing in Mr. Gramm's horme state
heartily dlsagres. Mayor Ran Kirk of Dallas dis-
agrees as well, apd ald The Dallas Maming News
thar he welcomed the opportuniry o explain o Mr.
Gramm that ‘‘there is oo downsida (o ipvesting n
all pans af qur community. ™

In a perfecr world, lending practices wguld be
fair and the Reigvestment Act wouwld be unneces-
sary. Bur withaur Federal pressure the country
would refurn ro the era of redUning, When communi-
ties cur off from capital withered and died. :

Yjo31/03b6
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BQrY:

Sen. BFhil Gramm (R-Taxas) seems dacarmined taQ sacrifice refazm of chis
country's outdatad banking laws ta combazing hig perc teeve, the fadaral zulea
that engure thac banks puer rhei- money ce werk in all segments of their
communities. :

Now that he has replaced former Sen. Aliconse D'Amaka (R-N.Y.) asg chairman of
tke House Banking Commictee, he nas puskad through a bank derequlaciar hill tharc
wemakang exiscing communicy-invescmenc rules, aliepacing the committee's
Democracic minerityv and inviking a presideantial veca.

Modernizing Depragsian-era banking laws is importanc if hanks aze to adapt to
tha demands of 2latCenctury finance (even if bamk requlacoxy agenciea have
managed co reinterpret exdiscing law ancugh to give bagks some needed latitude) .
Arnd the commurityiavestment rules have helped ensure chat bankers actecd tg
thelr pecoregt depooitors needs, without being impassibly burdenscme.

Gramm, wha blocked a promising bill last year whez he was a mazs membex of
the cammiccee, pledged when he became chairman co win eazly passage of a broadly
acczptable bill. New he's Qbollixed chings up bhadly.

farturacsly, cthe House is developing 2 cansensus bill that appears to achieve
Che eggential goals of reform - allowing banks to engage more IZresly ia
securiciea and insurance businesges -~ withaut Ffaoliash addizions t=hat iavice a

well-desarved presideacial vero.

It's rat cleiar whether Graimm can even dgec his bill chraugh che Sernacs, with
the bacgage he hag leaded cntg Z:. If it deasn't die cheze, che Housez-S=nacea
conference commizcee ghould excilse Gramm's acddicions, Then Corgrsss may acIually
achicve whac it nas cried ir va:ia co do for two decadas - na Chaoks co che
zurzentc chairman of che Sazire Janking Cammlctec.
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BQDyY:

Sen. Phil Gramm (R-Texas) seems dectezmined bt sgaczifice reform of chis
cguncry's outdated banking laws ‘fo comharing his pec peeve, ctha federal rulag
thac ensuyra char banks put cheir money to wark in all segmencs of their
comauities.

Now that he has replaced former Sen. Alfonse D'Amato (R-N.Y.) as chaizman af
the House Banking Committee, he has pushed thxough a bank deresgulation hill ckar
weakmns existing coemmunity-invaestment rules, alienacing che carmiktee‘s
Demaczatic mingricy aznd invitdng a prasidenrial veto.

Modernizing Depression-era banking lawg iz imparcanr if banka are ko adagt ta
the demanda of ZlacCencury finauce (even if bank recgulatory ageacies have
managed ta reinterpret exigting law snough fo give hanks some oesded lacitude) .
And the communityinvestment riles have helped ensure cthat hapkars attend ta
theilr poorest deposifors needs, without heing impassibly kurdengome.

Gramm, who blocked a promisiog bill laat y=ar when he was 3 mezre memher or
tha commictae, pledged when he became chairmar to win eacly passage of a hrecadly
accepcables bill. Now he's Qhallixed thiags up badly. '

Forrunately, the House is develcplng a csonsensus hill thgt appeazrs co achiave
cha easenrial goala af raefarm - allowing hanks to engage more Ifrealy in
gacurities and insurance husinesses - without foalish addiciens that invica a
well-degazved p-egidential vero.

It's not ¢lear whethar Gramm can even get hig bill ghrougk ch2 Senace, wiih

the haggage ha haas locaded onto it. If it doesn'c dis echere, cha House-Senac:
conferecace commictee should excise Gramm's additians. Then Congress may actuallvy
achieve whabt ic haa tried iz vaian Ca do for two decadas - nc thanks to the
Turrent chairman of the Sanaza Sanking Committae.
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TX Banking-Gramm, Bjt,0633
Gramm’s stance on community lending draws unwanted guests

WASHINGTON (AP) The 13 busloads of community actlivists who
spilled onto Senate Banking Committee Chairman Phil Gramm's front
lawn in a bit of political theater represent the latast
manifestation of the sensitivity surrounding Congress’ attempted
rewrite of Depression-era banking laws.

Gramm, R-Texas, has drawn the ire of comimunity hausing
organizations and has placed himself on a collision course with the
Clinton administration and Senate Democrats with his dislike far
the Community Reinvestment Act. That 1977 law requires banks to
lend monay in low- and moderate-income neighborhoods.

Last year, Gramm killed a sweeping financial modernization bill
that would atiow full-throtiied competition between banks,
insurance companies and securities firms because of the
legisiation's community lending provisions.

Nawly installed as chairman of the Senate Banking Committee,
Gramm last month pushed through his committee a new financiai
modemization bill that would water down some aspects of community
fending. That bill, which diverges widely from a measure pending in
the House, has drawn a vato pledge from President Clinton. The
administration contends the Senats bill doesn't do enough to
pratect consumars and would harm communily lending laws.,

Gramm's stance drew a visit Sunday from hundreds of protestors
who massad outside his Washington homa, dropping leaflets calling
him " Philly the Kid” and accusing him of being a ""hired gun”
for the banking and insurance industries.

“If they think they are intimidating him or the Banking
Committae, they are very wrong,” committee spokeswornan Christi
Harlan said of the demonstration organized by National People’s
Action.

Gramm, who was home at the timae, didn't address the activists,
who eventually ware shepherded away by police.

1 have no regrets,” one demonstrator, Tommy Calvert of San
Antanio, said Monday. “'He refused to attend our confarence, so we
went g his hause "

Calven. who is president of the Neighborhood First Alliance of
San Antonio, charged that Grarnm has "scld his saul to the banking
lobby."

Community lending laws remain an important tool to ensure that
peopla and businesses in low- and maderate-income communities have
access (o capital, community activists say.

But Gramm has vaiced concam that the provisions are too
onerous. He also contends the CRA, which aliows community groups to
comment on pending banking merger applications, provides a forum
for those organizations to demand cancassians from banks in
exchange for their silence. He has likened the practice to
axtortion,

“"Every small banker in America chafes undar” the 1977 laws,
Gramm said, inglsting that the govermment shouldn't dictate to
banks what peaple or companies they can do business with,

But the head of the Natlonal Community Reinvestment Coalition
and ather activists 3ay Gramm has vastly overblown reality. ~"Sen.
Gramm is basing a premise an faulty informatian,” NCRC President
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John Taylor said in an interview.

“"We feal that there's this push to fix something that isn't
broken,” Taylor said.

The president of the Independent Bankars Association of Texas
acknowledges that while small banks are philosophically opposed to
sommunity lending laws, in practice the mandates aren't overly
oneraus.

"Most of the small banks are really very accustomed to
complying with CRA," said Christopher Williston. “"Now that they
know exactly what the regulators are looking for, many of my
members would just say "CRA is here and | can live with it.™

(Copyright 1999 by The Assaciated Prass. All Rights Reserved.)
APTV-04-12-99 1818EDT

SSUBJECT: TX
Copyright (c) 1999 The Associaied Press
Raceived by NewsEDGE/LAN: 4/12/99 6:17 PM
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League of United Latin American Citizens (LULAC)

Mexican American Legal Defense and Educational Fund (MALDEF)
National Association of Latino Elected Officials (NALEQ) Educational Fund
National Council of La Raza (NCLR)

National Hispanic Housing Council (NHFHC)

National Puerto Rican Coalition (NPRC)

Puerto Rican Legal Defense and Education Fund (PRLDEF)

April 8, 1999

The Honorable Paul S. Sarbanes
309 Senate Hart Office Ruilding
United Stares Senare
Washingten, DC 20510

Dear Senator. Sarbanes:

The undersigned organizations write to express strong opposilion to the Financial Services Modemization
Acr af 1999 as reported oyt of the Senate Banking Comminee on March 4®. The Act would restructure
the financial services industry in the United States by allawing broad affiliations among banks, insurance
companies, and securicy firms. Currenrly, the law strictly limits awnership among different financial
entities and between financial companies and commercial corporations. The Act seeks to ease these
resirictions, withaut commensurate expansion of the Community Reinvestmenr Act (CRA) to caver
insurance compen|es, securities TS, mortgaye companies, and other financial emtities allowed 10
affiliate with banks. The Act would undermine one of the mast effective revitalization vehicles for
underserved [ow-income and minority communitics, including Hispanic American communities across
the country.

We have found, and research confitms, thar all toa aften the credit and financial needs af these
cammuniues are severely underserved, Historically, many financial instirutions have avaided investing in
these communities due to thair perceived higher level of risk. Unformnarely, “perceived higher level of
risk’ |s often code for “low-income” or “minority.” But the facts shaw that low-income and minorty
communities are not inherently riskier than other communities. In facr, most financial institutions find
them to be quite profitable, ance they begin investing in them. Unfortunately, without the CRA, many
financial iastitutiens have not and would not be encouraged to do so.

As the data show, Hispanics are the fastest-growing population in the United States. We are a growing
farce in the expansion of homeownership and small business development, two leading indicators of the
cconomic well-being of this country. For example, between 1987 and 1992, Hispanic-owned husiness
grew hy over 76%, campared ta 26% for U.S. businesses overall. Accordingta a 1997 Harvard study,
“the number of Hispanic homaowners has shown the mast specracular rise™ in recent years compared to
thar of Whites and of other minarity groups. Population projections forecast Hispanics to be the largest
minonty graup in the U.S. by the yesr 2005, causing the U.S. economy 0 be increasingly dependent on
the continued prosperity of the Hispanic Ameatican communicty. Withoutthe CRA, this growth may be
impeded.

As repared out of the Senare Banking Commtities, the Finansial Ssrvicss Medernization Act ot (999
would hinder that growth by weakening the CRA in the following three ways. First. a “sarisfactory” CRA

-
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Senator Paul S, Sarbanes
April 8. 1999
Papge 2

rafing 13 not required in order for financial institurions 1o enjoy the new powers afforded ta them by the
legislation, theraby allowing banks to exercise their privilege, even if they are not meeting the credir
needs af the cammunities where they do business.

Second, banks receiving a “satisfactory” CRA rating would be given a “safe harbor” from public
comment on CRA performance. Since over 5% of banks receive a “satisfactory™ raring, this would
undermine the effectiveness of the law by rastricring a community’s right to voice its experience with
banks. Whilc a “satisfactory” sefing provides a helpful guide to a bank’s averall performance, it may not
provide an accurate picture at the naighbarhood level,

Third, the Act proposes to exempt all smell rural banks (those with less than 3100 million in assets) from
CRA, thereby releasing 76% of all rural banks from their CRA abligations. As with the safe harbor
provisicn, this undermines the spirit and the effectiveness of the law by exempting mast rural banks. This
would have particularly adverse consequences in low=income niral communities where nfren the only
source of credit is a small bank. Moreaver, researchers have found that small banks have
dispropartionately poar CRA records campared ta larger banks, thereby highlighring the need for CRA in
rural communities apd small towns.

CRA is one of the strongest incentives to encourage investment in low-income and minority communities.
Over the last twenty-two years, neighborhoods across the country have benefited from CRA-encouraged
investments. This has resulted in increases in homeownerghip and business development. leading to the
rebirth of many American neighborhoads. However, many communities remain underserved by capital
and investment vehicles. For this reason, reinforcement, not weakening, of CRA is critically needed. We
urge you ta suppart the continued strengrhening of America’s communities by vigorously appasing the
Financial Services Modemization Act of 1999 as reported out of Cammimee, and supporting amendments
that would strengthen the Bill's CRA protections. Thaok yau.

Sincerely,

Rick Dovalina Antania Hernandez

Narional President Prasident and General Counsel

League of Unitad Latin American Citizens MALDEF

Arturo Vargas Raul Yzaguirre

Executive Directar President and Chief Executive Qfficer
NALEO Educadional Fund National Council of La Raza (NCLR)
Ruth Pagaoi - Manuel Mirabal

Executive Director President and Chief Execurive Officer
Natianal Hispanic Housing Council (NHHC) Natjanal Pyerto Rican Coalition (NPRC)

Juan Figueroa
Presideuat and General Counsel
Puarto Rican Legal Defense and Educarion Fund (PRLDET)



