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The GAO has fuund that "the regulators have made e:ictensive efforts in revising the 
regulations to address the diverse concerns raised about the effectiveness of CRA. GAO 
wrote that "the burden associated with documenting effons and processes is to be 
eliminated." 

l~n't CRA credit allocation? 

• 

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

o.cThe essential purpose of the CR.A is to tty to encourage institutions who are not involved 
in areas. where their own self interest ls involved, in doing so. If you are indk;ating to an 
institution that there is a. foregone business opportunity in an area X or loan product Y, 
that is not credit allocation. Thit. indeed, is enhancing the market" Alan Greenspan. 

Why is CRA Important for small banks? 

" While tnany :small banks do a good job of serving their comm.unities, .research shows that a 
significant number of smaller banks invest only a small portion of their depositors' funds in 
their loc.al. communities. 

In 1997, for example, banks under $100 ro.illion in assets received 82% of the substantial 
o.on-eomplianc:e 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 b~ks have ratios of less than 58%. 

"'hat about a small bank c1emption'2 

• fo the Senate Banking Committc:e. B1l amendment was offered to the credit union blll that 
would have exempted all banks under $250 million in assets from the CR.A: This 
amendment was defeated on a ti.1~ vote. 

• The Clinton Administration has repeatedly stated that it would veto legislation containing 
a small bank exemption to CRA This amendment, which is divisive and 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 nee.d for this amendment. The new CRA rules already lifted the regulatory 
burden on small banks, with a str-caml.ined examination. These institutions arc 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 refonn reduced burdens on small banks and thrifts early and in 
overwhelming numbers. Sm.all banks and thrifts benefited from the regulatory burden 
reduction effective Jarruary 1, 15196 - more than a year earlier than large institutions. 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 conrrnunity banks on CRA examinations has been reduced by 30% . 

The Independent Bankers Association of America u.hailed the final interegency CRA. 
rules ... as a big step 1n regulatory burden reduction for community bank&." The IBAA 
"commended the regulators for Instituting a meaningful, streamlined. tiered examination 
system that recognizes the diff-c:rences between community banks and their large regional 
and multinations.1 brethren." ID.AA press release, April 19, 1995. 

• .. There are some real benc;fits to both communities and banks under tho new rules. The 
streamlined exam [for small banks] i~ particularly positive because it will free up much 
needed resources at these smaller institutions." Donald Ogilvie, American Bankers 
Association. 

• Small ban.ks have praised the red:uction in burden under the revised CRA rules. Bankers 
have 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 co~ming." - "We are comfortable with the new examination: it was much better 
thwi the old one!' - "I loved the last ~ It was straightforward and easy to comply 
with.,, (Bankers in Raymond, IL,. Hawley. MN, Ma.dill. OK. and Lancaster, OH). 

W tiy is CRA important to Rural Am,irica? 

• Many rural communities, faced with high poverty mtes and low incomes. are desperate for 
new economic activity. Access to bank credit Jn rural communities, where markets are . 
often dominated by a few institutions, is often scarce. Banks in rural communities often 
receive poor CR.A ratings R11d lag behind their peers ln local lending for consumers end 
busine.sses. 

'\\'by is CRA Important to Indian Couutry? 

• CRA encourages banks to Jend in their entire communities, including in Indian 
reservations ne.ar the banlcs' ma.in offices, branches or deposit-taking ATMs. CRA has 
helped to increase lending, servic:e 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 Na.VH.jo had 2 ATMs; today they have 19. 
Today, the Navajo branches arc highly profitable for the banks, and the residents of the 
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reservation have bencfi.tted:fi"om an array of new mongage 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 ne:eds of such persons'within its :field of membership. This 
requirement is flexible, tailored to credit unions. and \\/ill jmpose no umeasonable burden. 

The Tequirement rests on the Congressionally mandated. mission of credit unions and on 
thei benefits of federal deposit irunrra.nce. Such deposit insurance gives credit union 
members ironclad assurance about the safety of their savings, and thus helps c.-edit unions 
compete for deposits with larger, more widely known financial institutions Gust as it helps 
community banks and thrifts). 

' Section 204 is particularly appropriate in view of how the bill Hbei:alizes the common bond 
requirement and thus facilitates <;redit union$' expansion beyond their core m&nbership 
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 community credit unions, and to issue 
regolations that emphasiud 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 orgaui.z;ed 
to serve their membership. The bil.1 would simply require credit unions to serve their 
entire field ofmember&bipt including persons of modest means. 
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CR.A Talking Points 

CRA is working to create jobs, build homes1 anti grow businesses in communities across 
the country. 

• The President hH.S been a strong supporter ofCRA from the be~ of his 
Administration. At the President's reque~t, the banking regulators reformed CR.A to 
focus on perfonmwce, not paperwork. 

The results have been impressive: while we have much more progress to make, home 
mortgage lending to African Ameri.cans 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 $lB.6 billion in community development loans and 
investments. Over tb.e last six years, the private sector has pledged over $1 trillion in 
loans under CRA- that•s over 96% of pledges made siuce CRA's enactment in 1977. 

Now - again- CRA is under attack. Tue 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 lflSt 
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 the1Se new a1~tivities is going to keep growing in the decades ahead. 

• The President baa made it clear that ho will veto the Senate bill in its current form. It is 
wrong for financial modernization and it is \.vrong for Amenca'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. lt 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 CR.A. Unless we get agreement on having no CRA 
1:1.Illcndments, there is a real danger that the congressional majority could offer up and win 
on quite damaging CRA amendments, leaving all of us in a weaker position in 
conference. 

• Our strategy is to remain :strong and vigilant on CRA. 

U1e 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 a.ud months ahead, we will continue to make our 
case. 

CRA is a moral issue. It is an economic issue. And it is a civil lights issue. CRA is vital 
to bringing real econo~c opportunity to all our conununities. With all the progress we 
have made together, now is not th1~ time to turn back. 

Thank you vecy much for joining us here today. 
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Department of Trea1mry 
Communiity lJc:ivclopment Policy 

Questions and A.nswers: the Community Reinvestment Act 
Jrunc 28, 1999 

Community Reinvestment Act 

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. B:y encouraging banks and thrifts to explore 
opportunities to make safe and sound ioans in low income communities. CRA is helping 
to expand the reach of the private sector marketplace. 

For example, between 1993 and 1997, home loaus to low and moderate income 
communities grew by 45% compared to average growth of33%. Bank!? and thrifts 
subject to CRA's reporting requirements made $159 billion in small business loans in 
J.997, with a.bout 20% going to businesses in low and moderate income areas. 

Banks and thrifts made $18.6 billion in community development loans in 1997. ln the six 
year pe1iod 1993-1998, national bank:~ invested eight times as much in comlllunity 

--._,/ development as they did in the previous 30 years. 

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

Answer: 
Federally insured banks end thrifts receive benefits from comprehensive federal 
regulation, access to the Federal Reserve Board's discount window end the payments 
system. and federal deposit insurance, and are required under their chnrters to meet the 
convenience and needs of their com.a:mnities. · 

CR.A helps to overcome market failures in the provision of credit in low and mode:rate 
income communities. For example, {pven impetlect competition in these markets, and 
the fact that information has the attributes of a. public good1 the costs of gathering 
infonnation about profitable loans in low income communities may create barriers to 
entry that can bo efficiently reduced through CR.A's obligations. 

I think what you will find is that ban1cs have, because of CR.A. entered into new markets 
and found profitable loans to make tc1 creditworthy bprrowers. Al> Alan Greenspan has 
said, CRA is helping by •~enhancing the markeV' 

Question: 
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Will the Adrn.inistration veto Financi2l Modernization legislation over the Community 
~ Reinvestment Act? 

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

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

By contrast, the Administration supports the House passed version of financial 
modernization, which preserves the r1~levance 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. 
Federal bank and thrift supervisors ru:sess financial ins.titution performance: loans made, 
services provided, and investments irL their communities. CRA regulations tailor 
examinations to specific types of institutions. The regulation provides a streamlined 
examination for banks and thrifts with assets under $250 million, a community 
development test for wholesale and lU:nited purpose institutions, and a strategic plan 
option for all institutions. Examinations arc typically done on 24 to 36 month cycles. 

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

S. 900, the Senate financial IDoderni:!:ation legislation, weakens CRA in three ways: 1) 
The bill provides a "safe harbor" for banks with a. satisfactozy or better CRA rating. Such 
en institution would be deemed to be: in compliance with CRA unless Asubstantial 
verifiable infonnation@ arising sinca the time of its most recent examination is filed. 2) 
The bill provides a small bank ex.emption that exempts banks with less than $100 million 
in asset~ located outside metropolitan. areas froID CRAB 3 8 percent of total banks and 
thrifts. 3) The bill foils to include tbe House-banking bill requirement that insured 
depositories have and maintain a satisfactory record on CRA as a condition for engaging 
in newly authorized financial activities. 

Gramm is likely maneuvering for a ACRA. neutral@ bill out of conference, dropping hls 
anti-CM provisions, but omitting our Ahave and maintain@ requirement. Givi::n the 
changing nature of the financial seivices 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. 

EXTORTION 

JUL-05-1999 19:50 
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Gramm posifuu;_ 
,........,....., Gramm believes that CRA is used by community groups to extract payments from banks 

for improper pwpos.es by threatening: to protest their applications. Specifically, Gramm 
contends that community groups have extorted $9 billion from banks under CRA. 

Question: 
Isn-t the Community Reinvestment Act extortion? 

Answer: 
We believe extortion is wrong. Extortion is already illegal under federal and state laws, 
and extortion in 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 011 its 
performance, not based on agreemen1ts reached with comm.unity groups. 

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

Additional proposals mlght 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. 

E.u!!her Background 
We would support something along the lines of the disclosure requirement included by 
Senators Gramm 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, community groups have extorted .from banks over $9 
billion "in cash0 for community groups. The roallty U; that the $9.5 billion he refers to is 
the !ll.JJ.OUnt thgUho National Community Reinvestment Coalition estimates that b@ks 
have pledged under CM.in 1997-28. going forward over the next ten years. for a range 
Qf community development efforts - only a tiny fraction of which represents operating 
gralJ.ts to comm.unity groups. 

Of the $9.5 billio~ $6 billion dcrtves from the $L15 billion Citigroup pledge, issued by 
press release upon its merger announi~ement, not under any agreement with a colllIIJ.un.ity 
group. The $6 billion includes loans, grants, equity investments and technical assistance 
for a wide range of community development pmposes over the next 10 years - not just 
grants to community groups. It includes investments in low income housing tax credits, 
equity investments in commwrity 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-05-1999 19:50 
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lenders, project and working capital loans to nonprofit community organizations and 
....._...- developers of affordable housing, loans to intennediary organizations that provide 

financial and technical services to comm.unity 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 comm.unity development intermediaries, such as the Local Initiatives 
Support Corporation, the Enterprise Foundation, Rural Community Assistance 
Corporation, the Neighborwork:s Network, and CDFls. 

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 w:ith 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 Gramm, comtituted operating grants to community groups 
sigJJing CRA agreements. 

(see further background under ballks and community groups) 

SUNSHINE A.MENJ>MENT 

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

Answer; 
We support diaclosme. We support ounshine. We'd like to work with the Congress on the 
precise language. 

SMALL BANK EXEMPTION 
Gramm pociition: 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 hi serving their local communities, and the burdens of CRA 
are thus unjustifiable. 

Question; 
Shouldn=t we relieve the regulatory burden on small banks? 

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

JUL-OS---1999 19: 51 
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The revised CRA regulation issued in 1995 already relieved small banks of much of the 
----........, regulatory burdeu of CRA. Small banks with assets less than $250 m.illion, arc subject to 

a streamlined examination that focuses on lending. 

The Administration is opposed to the small bauk exemption in S. 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 Jtme find that 
small banks spend only an estimated 10 hours per year on CRA record keeping 
requirements. 

SAFE HARBOR 

Granun 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 CR.A unless substantial ovidence to the contnuy arising since their last 
examination were presented. He argues that this will prevent frivolous complaints from 
delaying applications. 

Question: 
'-~· Why shouldn=t a financial institutio:n be able to rely on its most recent Asatisfacto:ry@ 

CRA rating during application 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, circurostances can change quickly 
aft14 an exru::Wnation, examiners may miss evidence with ;respect to a particular market, or 
applications may involve new markets not covered under tho earlier examination. The 
Asafe harbor@ would prevent regulators from even considering such matters unless a 
public comment is filed meeting the eviden.tia.ry burden. 

141015 

In addition, the safe harbor puts a sjgni:ficaa.t burden on the public to identify .Asubstantial 
verifiable information@ despite the: fa.ct tbatfinancial institutions and their regulators are 
better able to produce relevant infmmation necessary to determine the veracity of the 
comment. 

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

HAVE AND MAINTAJN - NEWLY AumoRJZED ACTfVITl'ES 
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,.._,__,... Question: 

The Administration supports expanding CRA to non-bank financial institutions. Doesn=t 
that deviate from the original focus on institutions that take federally insured deposits? 

Answer: 
The Administration has not supported. extending CRA to non-bank financial iostitutioo.s. 
We have msisted that financial modemization legislation contain a prov.ision that insured 
depository institutions have and maintain a satisfactory record on CRA in order to engage 
in newly authorized financial activ.iticis. 

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 increasjngly important, the allthority 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 pmpose of banks: to serve the 
convenience and needs of their cotnrJ1unities. 

CREDIT ALLOCA.TION 

Gramm positi2n: 
$ GJ'lllllDl believes that CRA is credit allocation and is fond of asld.ng others their 

view on the matter. He argu1's that any government attempt to influence the flow 
of capital is credit allocation. 

Question: 
You arc an economist. Isn:::t CRA credit allocation? 

Answer: 
$ Credit allocation can mean different things, but I think Chairman Greenspan had it 

about right. He said, A The i:ssential 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. 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." 

"POLlTJCIZA.TION" OF OCC EXAMXNATION STAFF 

QuestiQ.D..:. 
Gramm charge: The OCC examination staff were asked to find bankers to speak out m 
favor ofCRA. How cnn you ask m. to support the operating subsidiary when the OCC is 
engaged in these political activities? 

Anr;<.ver 
I am familiar with the incident. My understanding is that the OCC promptly corrected 
the problem. An.y effort to politicize the examination staff would be wrong. 

JUL-05-1999 19:52 
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The Department is not involved in any caiie specific matters before the OCC and is 
'·-....-.-'" coJJUnitted to an impartial OCC. We are committed to maintaining the dual banking 

system in the United States, with appropriate roles for both federal and state-chartered 
banks, because it bas served our cou11try well. We also believe that the Executive Branch 
needs to maintain its input into questions of bllllkio.g regulatory policy, as was the case, 
for example, with the measures need·::d to ease the credit crunch in 1993. 

P Al'ERWORKBUJU>EN REDUCTION ACT ESTIMATES 

Questh,in: 
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 
reduced the burden on banks under CRA? 

.Ans\'ler: 
The banking regulators recently :revi:>ed 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 
detenn:ined that their estimate of the actual burden had been inaccurate. In large measure, 
the inaccuracy arose because the regulators had believed that easy to use software would 
be quickly developed to permit automatic "geo-coding'' of small business loans - that is, 
recording where 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 tini.e ea.ch 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 a.veirago asset size of$3.2 billion and 859 employees. 

These burdens do not seem. dispropeirtionate to tho benefits of CRA in terms of increased 
lending for housing, jobs and small business growth in communities. 

CRAANDTHJ!:INTERNET 

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

Answer: 
We strongly support CRA and want to be: sure to preserve its relevance in the 21 •t 

century. I 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 
assessment area for such institutions. 

EJCP ANSION OF CRA . 
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'-_..,/ Question: 

NATL ECONOMIC COUNCIL 
TREAS LEG AFFAIRS 

Do you support expanding C.RA to insurance and securities :firms? If not, won't CRA 
simply wither away? 

Answer: 
CRA arose in the context of a bank's requirement to serve the convenience arid needs of 
its community as part ofits charter. We have not proposed expanding CR.A to other 
contexts. In addition, in the current climate, pushing for such an expansion may 
·significantly weaken our ability to bold 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 in 
the years ahead. 
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',___ F~ir Lending 

Qclestion: 

NATL ECONOMIC COUNCIL 
TREAS LEG AFFAIRS 

Do you consider so-called "predatozy lending" practices a problem? If so, what steps would you 
reco:rnmend to address them? 

Am;wer: 
\\rule importaut strides have 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 prnctices that are unfair or deceptive. 

In July 1998, the Federal Reserve Board and the Department of Housing and Urban 
Developlllent issued a joint report which identified abusive lending problems and suggested 
proposals to address them. TI1e report noted a number of abusive practices. 

For example, lenders may faj} to disclos.e fully the costs of a loan, loans roay include high up­
front costs and short-term balloon payments that result in "loan flipping," the frequent need to 
refinance loans and the rapid reduction i:>f a borrower's equity in his home. 

The Administration believes that Congre.ss should enact the report's recommendations. In 
addition, the Administration has made t1dditional recommendations to address problems 
identified in the report, and has asked the Federal Reserve Board to improve reporting under 
Home Mortgage Disclosure Act and the1 Equal Credit Opportunity Act. 

Background: 
The July 1998 HUD/Fed Report documented continued abuses in the subprime lending market. 
The report made a number ofrecommendations with respect to changes in the Truth in Lend;ng 
Act (TILA), the Real Estate SettlemeLl_t Practices Act (RESPA), and the Homo Own~ship Equity 
Protection Act (HOEPA). The Preside11t recently .endorsed the report's recommendations, and 
we also proposed additional steps, primarily related to further changes in HOBPA. 

Question: 
'Nb.at is your view of permitting :financial institutions to colleot race and gender data on small 
business and other non-mortgage borrowers? 

,\nswer: 
We support pennitting creditors to collect such jnfonnation on the race and gender of borrowers. 

We were pleased that the Board decided last week to proposo amending Regulation B, 
:mplementing the Equal Credit Opportu.uity Act, to permit such data collection. 

Currently, under HMD~ financial institutions must report the race and income ofhom~ 
mortgage applicants, but under the Federal Reserve Board regulations implementing the Equal 
Credit Opportunity Act, banks had been forbidden from collecting such data. Treasury and other 
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agencies had asked the Federal Reserve to pennit banks to collect data on small business and 
other borrowers' race and gender. 
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Additional Questions and J\.hs\vers on Community Reinvestment Act and related issues -
·,..__,...,,. Possible Democratic Amendments 

-... ._ ... _,./ 

Q: Would you support a lifeline barning amendment? 

A: We strongly support the goal ofiucreasing access to financial services for all Americans. 

Q 

A: 

Q: 

A: 

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. In 
fact, we supported last year's House-passed amendment with respect to lifeline banking. 
We would be happy to take a look at any amc:ndment you Illight offer in this regard. 

Background: Last year, the House-passed H.R. 10 included a provision for 
lifeline banking, which we 5Upported. Some versions of lifeline banking may b~ 
overly rigid, so we would want to be careful about wbnt provision we support 

Would you support a ban on ATM surcharging? 

While A TM surcharges can prove to be high, the rapid expansion of A TMs, supported in 
part by suoh fees, has tended to increase tho convenience for consumers to access their 
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 nc1t taken a position on ATM surcharging. We support 
increased di5closure, which is part of O\U proposed financial security ac::t to be 
unveiled later this month. 

Would you support extending CRA to non-bunk affiliates ofbanks? 

We strongly support CR.A and believe that it has helped to build homes and create jobs in 
communities across the country. Wo have stood firm against attempts to weaken CRA 
And we have said that, to preserve the vitality of CRA into the 2111 century, bm:iks should 
have and main.ta.in adequate CRA. performance a.s a oonditlon for the bank or its holding 
company conducting newly authorized activities. This obligation is at the core of what it 
means to fulfill a bank charter: to meet the convenience and needs of the community. 

[In addition, because the Leach/LaFaloe bill permits newly authorized financial activities 
to be conducted in operating subsidiaries of banks, banks that choose thi:; approach will 
have greater assets to bolster their ability to perform strongly under CRA.] 

CRA has its origins in the banking charter and federal deposit insurance. We ha"Ve not 
supported extending CRA to other kinds of institutions that do not ha.vo that link. 

Q: Would you support disclosure i·equiroments similar to the Home Mortgage Disclosure 
Act (HMDA) for insurance co01paoies:? 
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A: You raise a very important question. Public disclosure of HMDA 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 over<tll market levels. AB you know, insurance is 
prilnarily regulated by the states. A number of states have laws addressing the 
obligations of insurance companfas with respect to serving their communities. 

Q: Shouldu't insura.uce companies b1~ required to be in compliance with the Fair Housing 
Act if they are to be e.ffliated with banks? 

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

Q: Shouldn't there bee. requirement that regulators take into account public comment with 
respect to CRA when a bank seeks to engage in newlj' authorized financial activities? 

A: We believe that it is essential that banks both have and maintain adequate CR.A 
performance as a condition for cc1nducting newly authorized .financial activities. We 
believe 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. 

Q Then how can you support Leach/LaFalce? Isn't this a safe harbor for banks with a 
satisfactory record? 

A As I said, we strongly support Il.\.ilking 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 banks both have and maintain an adequate CRA record 
as a condition for conducting newly authorized financial activities - is a significant one. 
We believe that this provision will presel'Ve the vitality of CRA into the 211t century. 

Q: Banks make public com:mitm.ent:J to enhance their reputations under CRA, but no one 
seems to know whether these commitments are ever fW:Jilled. Shouldn't the banking 
regulators monitor compliance with commitments?. 

A: We believe that CRA is working. Cl.llTently, banldng regulators monitor coxnpliaa.cc with 
a bank's performance under CR.A. Publicly announced commibncnts are not the basis for 
a CRA rating, unless they are re1lected in a bank's strategic plan sub:mitted for review, or 
result in actual loans, investmen.ts or se!Vices. As you may know, the OCC has 
requested colllIIlent on whether it should collect information from national bank.s with 
respect to their CRA conunitments. You do raise an important question. 
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Research Confirms: CRA ls Expanding Lending in Low nnd Moderate Income 
Communities. 

• Evanoff and Segal's study of mortgage lending in lower-income areas between 1991 and 1996 
found "ovcrwhehningly statistfoally significant" evidence that an inctease in mortgage loan 
originations to low· ond modcrnte-il1oomc neighborhoods wu attributable to CRA. 

• Federal Reserve Oovcmor Edward Gramlich has said: "There seems to be little doubt that most 
of these outcomes would not hav·: occurred in the absence of CRA and other fair lending laws. "4 

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

• A Federal ResW/e study found 1hatrecent consolidation among banking organizations has not 
reduced home mortgage lending to lower-income and nrinority borrowers and neighborhoods.e 
In fact, consolidated orgauizatiims increased tbeir proportion ofloans g~ing to lower-income 
and minority borrowers by more th.an institutions not involved in consolidations. The study 
notes that "these results arc cons istentwith the view tbAt CRA h~ been effective in encouraging 
banking org8ll.izations, particularly those involved in consolidation, to serve lower-income and 
minority borrowers and neighborhoods." The study ah;o notes that bllllks may have become 
a.ware of newly perceived profit opportunities and m11.y have determined that increased lending 
to targeted areas would serve their loog-tenn interest in community stability as 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 :im.all business lending. 

CRA Lonn5: Sound and Profitable 

CRA lending has been expanded consistent with i;afe and sound banking practices. Banks report strong 
pc=rformance ofloans in the low- to moderate-income housing market. 

• For e.xample, BankBoston lent 5140 million to low- and moderate-income borrowers and found 
performance to be no different than in its regular mortgage portfolio.7 

• According to.Federal Reserve Chairman Alan Greenspan, ''there is little or no evidence that 
ba.tlks' safety nnd soundness have been compromised by [CRA] lending and bankers often report 
sow1d business opportunities,"i 

• A 1997 Federal Reserve study examining the net operating income of cofilJllercial banks \.bat 
vary in the extent to which they proVidc home loans to lower-income borrowers or in lower· 
income neighborhoods, found that banks that arc active lenders in these markets do not have any 

• Edw11rd M. Gramlich, "Examining Community Reinvestment," remzuks at Widener Univti&ity, 11/6/98. 
' Cited by Oramlich, op cit.; Michael Lacour-Little, unpubllihcd paper, 5/98. 
•Avery, :Elastic, Calem, and CllllllOr, 1999. 
1 "Success in Community Development Li:ndllig." 'The Federal Resexv1J Bank of Philadelphia., 1993. 
1 Los Angeles, Czlifotnla, Januaey, 1998. 
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lower profitability than other mortgage-oriented com!nercial banlcs.9 

A 1996 survey oflarge financial institutions active in home lending in metropolitan areas found 
that 98 percent said that CR.A lending was profitable end credit risk manageable. iu 

A Bear Stearns study found that CR.A home lo.ms bad low prepayment risk for investors, and 
borrower credit scores consistenic with conventional financing guidelines. 11 

Statistical anaJysis diduot fllld a.n.y nota.ble relationship between bank profitability and the level 
of lower-income mortgage lending. 12 

Fonner Federal Reserve Board Governor La-wrence Lindsey has said: "The CR.A has helped 
stimulate loans for home mortgage, housing construction and rehabilitation, and small and 
minority business development in low- ap.dmoderate-income communities ... withou.tsacnfi.cing 
safety and soundness."13 

CRA: VU.al to Overcoming Continued Barriers to Capital 

The economic literature points out that market imperfections in the supply of cr~dit persist, highlighting 
the continuing importance of CRA for both the business and home mortgage markets. For example, 
uncertainties or the lack of information may lead to missed opportunitios for profitable lending in 
low-income or minority communities.1~ Altering the strategic incentives of lenders through CRA can 
induce ptofits.ble entry and increase e:j\ciency. Especially for institutions that do not have prior 
experience in these markots, assessing· the creditworthiness of these borrowers m11y be relatively 
difficult. These arguments are bom out by banks' experience, cited in the studios above, that profitable 
losns can be made in communities that ha.d previously been overlooked. 

Ongoing Barriers to Buslness Credit 

• In 1997, the loan-to~ business ratio in upper-income areas was roughly 40% greater than the ratio 
in low-income Ol'easY 

• In 1992, minority enterprises represented a small share of the business community, accounting 
for jU$t 11.4% of all fums and 6% ofbus_iness receipts despite the fact that minorities were 25% 
of the populatioIL While Aftican-Amerlcans accotmk:d for approximately 12% of the 
population, African American-owned businesses represented 3.6% ofbusines5es end accounted 
for just 1 % of all business receipts. 

• Controlling for net worth, education. age, and other factors, African Amerlca.os get smalierbank. 
loam; than whites with identical traits: African-Americans: received $0.92 in loans for a dollar 

~ CaUDer and P9.tlamore, 1997. 
10 Meeker and Myon, 1996. 
11 Bc:ar Steanu;, "Securities Backed by CRA Loans," 10/2/97. 
12 Avory, Bostic, Cv.lem, and Canner, 1996. 
13St.ntemcnt to Collgrcss, 3/8/95. 
11 Beshouri and Glennon (1996) and Cl\lom.irls et al (1994) 
•S Federa..l Finllncial Institutions Examination Council, 1998. 
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Record Type: 

Sarah Rosen Wartell 
08/16/99 02:11 :00 PM 

Record 

To: See the distribution list at the bottom of this message 

cc: 
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? 
---------------------- Forwarded by Sarah Rosen Wartell/OPD/EOP on 08/16/99 02:06 PM ---------------------------

11 • __ w_i_lli_a_m_G_. _o_a_u_st_e_r __ 

' 08/16/99 01:48:12 PM 
········~ 

Record Type: Record 

To: Sarah Rosen Wartell/OPD/EOP@EOP 

cc: 
Subject: CRA Letters 

FYI: 
---------------------- Forwarded by William G. Dauster/OPD/EOP on 08/16/99 01 :48 PM ---------------------------

~~~-:"."'." Patrick Le~te_r <pwlester@chn.org> 
.. ·~...;,..~ .. 08/16/9911.38.54AM 

Please respond to Patrick Lester <pwlester@chn.org> 

Record Type: Record 

To: "Hill/Admin List" <chn3@lyris.ombwatch.org> 

cc: 
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 1 O/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 

August6, 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 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 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. 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. 

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 ~ousing 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 
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; 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 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. 

Message Sent To: 



michael.barr@do.treas.gov@ inet 
cliff.kellogg@do.treas.gov @ inet 
marne.levine@do.treas.gov@inet 
gary.gensler@do.treas.gov@inet 
Lisa Green/OPD/EOP@EOP 
Paul J. Weinstein Jr./OPD/EOP@EOP 
Joel K. Wiginton/WHO/EOP@EOP 
Broderick Johnson/WHO/EOP@EOP 
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The Honcrabl~ Phil Gramm 
Uni:.::ed Statais Senate· 

·washington, D.C~ 20510 

Dear Mr. Chai""rrrian: 

·- ...... . 
\. . 

/ >~ 
··l ·:·....:;-

··· .... ~ 

·-·-,,. 

This Admi:uistri;i.tion has.been a.s.\::r.ang p:i:oponent of financial 
legi.slatioa t.hat·w9uld reduce costs and. increase access to 
fina.ncia;L services t:or consumere, J:msin-e.sse:s·· and communities. 
Nevertheless,· we cannot support the 11 Financial Se:rv±ce·s­
Moc.e:rni:zation Act of 1999'' now pending .before· your Committee. 

In.its current: form; the bill would undermine the effectiveness 
of t.he tonunun.i,.ty Reinve.stmeD.t:. Act {CM) , a law. that has helned 
t:o build homeSr· cq:eate jqbs, and .restore:· hope in cctnmunit.ie; 
ac:cos:s. .Americ~. The· CRA is worki.ng, and· we must p:rese::z:-ve 
it:~; vitaJ.ity as we writ.e t.hi:~ .l'!iilBllcial coIJ.st.itution fer the 
21.~;t Cenr:uey ._ . :r;'he bill would dfiW.y financial se:r:vices firms 
t:he freedom r:o or5[_an.ize themsal ves in the -w-a.y t.ha.t best serves 
t.huir custome:r.s, .iUld prohi..bj.t a structure '.ir:lth ·proven adv;an­
tagae: for safety· and.- soundnn:ss. The b±-1.1" would als9 provide 
in.oi.deguate consumer protect:Lone. · Finally; the l:Jill oould 
ex:iand the abi~ity of depas:lto:ry ·insti'Eutions and nonfinancial 
firm.s to affiliate, a.t a ti1ne. when e:x:per±ence arol.lll.d the world 
su:rge~ts the need for cauti1.:in in th.is area. 

r agree with you that reform. cif' ·the laws gc:rr.ferning our nation's 
financ::ial services indu:st.:ry wal.J.l.d. p:i:omot.e .. the p\!.,blic int.erest .... 
However, r wil1 veto the bill if it is presented to me in its 
current:. £orm. 

Sincerely, 

JUL -o:: -- 19';19 1 '3 : 57 

P.027 

~020 



May 4, 1999 

MEMORANDUM FOR THE PRESIDENT 
VICE PRESIDENT 

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

SUBJECT: 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 early 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 linancial 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 docs so in three ways: 

I. Its "safe harbor" provision exempts any bank that received 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 exemption" provision removes some 4,000 banks and thrifts with under $100 
mi 11 ion in assets, located outside metropolitan areas (38% of all banks and thrifts) from CRA. 
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3. It fails to include a requirement that banking orgm1izations both have 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 activities. Chairman Gramm considers this requirement an 

expansion of CR.A. 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 these 

new activities. (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. If a bank fails to maintain its rating it must develop and implement a compliance plan or 
risk penalties -- including the possibility of forced divestitures of the newly approved activities and, 
according to some interpretations of the bill, civil money penalties. 

When the Senate bill comes to the floor, Democrats cunently plan to introduce both a Democratic 
substitute bill, and a comprehensive CR.A amendment striking the anti-Cl?.A provisions and adding the 
''have and maintain" requirement. Democrats will likely vote for the amendment -- although support for 

individual pieces may vary -- and against tinal passage if the amendment fails. Republicans may offer 
anti-CR A amendments. In acluition, 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 is some question about our likelihood of success on the floor. Our strong 
suppo1i for the "have and ma111tain" requirement for CRA is 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
passcd 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. 

\ ~ . ' 
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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 each regulate periodically (every 24-
36 months) for CRA compliance, 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 is 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 i nsti tut ions. 

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 
perf(xmance by financial institutions in meeting the needs or 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 
subj eel to C RAs reporting requirement made 2.6 111 i II ion small business loans for a total of $159 bi Ilion, 
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. 

Clla11gi11g Nature of tlie Fi11a11ci1ll Services lmlustry. Commercial banks have seen their share 
or total financial intennediary assets decline from about 60 percent at the end of World War II, to 
roughly 25 percent today. In the future, the relative importance or 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 Treasury has not supported in the past, which stands no chance or 
success in the current or foreseeable political environment, and which presents practical and 
theoretical di fTiculties. 
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THE WHlTE HOUSE 

Marc:h 2, 1999 

The Honorable Phil Gramm 
United States Senate 
Washington, D.C. 20510 

Dear Mr. Chairman: 

WASHINGTON 

41! 008 

1JONF!DENTIAL 

This Administration has been a strong proponent of financial ~ 
legislation that would reduce costs and increase access to C)(/A, 
financial services for consumers, businesses and communities_ \.//~ 
Nevertheless, we cannot support the "Financial Services /'\_M 
Modernization Act: of 1999" now pending before your Committee. ~<...&/ 

In it:s 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 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 consumer 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 gov·erning 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, 

20\2-00~3-S 
DETERMINED TO BE AN 
ADMINISTRATIVE MARKING 
INITIALS: !N1<9-- DATE: 1 \ - 7- II 

~ 



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$ I 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 earlier than large institutions. 

• In addition, more than 801Yo of all hanks 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, faced 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, is 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 offices, branches or deposit-taking ATMs. CRA has helped to increase 
lending, service and investment in Indian Country. ror 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: 
• rirst the bill provides a safe harbor for banks with satisfactory CRA ratings in their last 

examination, eff'cctively 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 focc 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. 



Record Type: 

Sarah Rosen Wartell 
09120199 02:07:04 PM 

Record 

To: Lisa Green/OPD/EOP@EOP 

cc: 
Subject: Re: People Attending CRA Meeting ~ 

I 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. 

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

Melanne Verveer 
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SCHEDULE PROPOSAL 

ACCEPT ------

TO: 

FROM: 

REQUEST: 

PURPOSE: 

BACKGROUND: 

DATE AND TIME: 

BRIEFING TIME: 

DURATION: 

REGRET ------

Stephanie Streett 
Director ur Scheduling 

Gene Sperling 
Assistant to the President and 

September 14. 1999 

___ PENDING 

:Jg. ~ B[P/s 
A// • 

. "" 
Director ur the National Economic Council 

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 ~rivate 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 I 00 
representatives from CDFls 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. 

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. 

Community Development Financial Institutions (CDF!s) 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 :moo budget includes 
$125 million for expansion of the CDFI Fund. 

The Community Reinvestment Act was enacted in 1977 to address 
problems Llf disinvestment in low and moderate income communities. 
President Clinton and Vice President Gore have been champions of the 
CRA which is now undt:r attack by some members of Congress. 

Any time in early October. 

15 minutes 

45 minutes 



PARTICIPANTS: 

OUTLINE or EVENTS: 

REMARKS REQUIRED: 

MEDIA COVERAGE: 

FIRST LADY"S 
ATTENDANCE: 

VICE PRESIDENT'S 
ATTENDANCE: 

RECOMMENDED BY: 

CONTACTS: 

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

Speaking prngram to include representatives from a CDFI and a 
Senior E.\ecutive or CEO from a major commercial bank, that is 
supportin: of CRA. 

To be provided by speechwriting 

Open. 

The First Lady may \\ant to participate in this event given her 
strong intere~t in micro-enterprises which is part of the overall 
New Markets Initiative framework. 

Requested 

Gene Sperling 

Lisa Green. 6-2803 



BACKGROUND ON CRA ISSUES IN FINANCIAL MODERNIZATION 
Scpkmhcr 20, 1999 

On J\ugust 6, 1999, a letter signed by over sixty orgarnzations was sent to the President. (Sec 
attached.) The letter expressed the groups' appreciation for the President's "consistent support of 
the ... ICRA] throughout the consideration of financial deregulation legislation." It also adds: 

"[Y]our forceful support 1s needed now more than ever .... The conference holds special 
dangers for CRJ\ and the future of urban and rural communities." 

"As you have pointed out, the Senall'. bill rolls back CRJ\. The Senate version is pitted 
against a House bill, which essentially contains a bare bones, status quo approach to 
CRJ\. This leaves no room for traditional compromises when: House and Senate 
conferees simply "split the differences." While there arc 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 111 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 attend mg your meeting arc 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. 

Senator Gramm - Signaling Interest in a Compromise on CRA 

In a September 15 111 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: (I) the sunshine 
amendment; (2) limitations 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 s11111lar). 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 issues are explained in more 
detail below.) 

Small Bank Exemption 

Description: The Senate bi 11 would exempt from CRA rural institutions under $I 00 
million. This would exempt 72<yo of non-metropolitan banks (3893) from community 
responsibility. No comparable House provision. 



Groups' View: "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." 

Administration Position: In 1995, the Administration threatened to veto the Financial 
Institutions Regulatory Relief hill in significant part because it 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. It is widely assumed msidc the Admmistration 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 
institutions from CRA reporting and annual audit requirements. Thus, CRA would apply 
but there would be no enforcement. 

CRA Safe Harbor 

Descriptiou: The Senate bi 11 provides that banks rated "satisfactory" in the most recent 
exam and for the last 3 years shall be deemed to be in compliance 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 C:RA. 

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 entity with a value of $1 Ok 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 agreements which your administration has attempted to foster between 



banks and community groups as part of mutually bcnelicial community development 
efforts." Despite this statement, we believe that some groups are more open to some 
sunsh111c provisions rcmaming than others. 

Admi11istratio11 Position: While grossly over-broad (might be read to cover, for example, 
contracts between banks and mortgage brokers or mortgage insurers involving 
community lending), the amendment was accepted on the Senate floor by UC. The 
Administration shared our concerns about its breadth and potential chilling effect 
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 ovcrbreadth of the 
amendment should be addressed. 

Gramm Sig11als: Conventional wisdom is that Gramm needs something on "sunshine" as 
minimal face-saving if he is to compromise on the small bank and safe harbor provisions. 

"Have and Maintain" Requirement 

Description: The I-louse bill provides that a financial holdmg company can engage in 
activities "financial in nature or incidental to ... " (i.e., insurance and securities) provided 
the depository subsidiaries are 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 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." 

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" requirement 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" requirement 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 is one that Gramm recently 
identified he must have on CR/\. 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 I-louse bill authorizes the establishment of WFis ("woofies") -
uninsured banks that may not receive deposits of less than $100,000. These banks for 
hanks must be well capitalized, well managed, and arc subject to CRA. The Senate bill 
docs not authorize the establishment of wns, so the ISSUC of application of CRA to WFis 
did not arise m that bill. 

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

Atlmi11istratio11 Views: When the Admirnstration proposed its own legislation in 1997, 
WFls were subject to C:RA. 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 WF!s 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: WFis are not even in the Senate bill. 
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Treasury Chief 
Vows to Resist 
Call for Easing 
Of CRARules 
+By DEAN ANASON 

WASHINGTON - Treasury Secre­
tary Lawren~ H. Summ~ on Fri<by 
srroilgly delendcd ihe Community 
ReinYestment Act, dispelling ques­
tions about whether he might be soft­
~ than his prtdeQSSOr on the krues 
stalling financial reform legislation. 

Speaking at a Congressional Blaclc 
Caucus forum on banking. Mr. 
Summers s.aid the Mnext frontier" of 
civil tights policy is promoting eco­
nomic opportunity for all Ameri­
cans·. ~e underscored his point by 
modifying an adage popuJarized by 
Fust Lady Hillary Rod.ham Clinton 

."It takes capital to build a village," 
5.11d Mr. Summers, who 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 
availi!ble to all." 

Preserving the 1977 reinvestment 
law, he emphasized, is the top prior-
1ry of the Clinton adrninistration's 
eco~omic development agenda. 

Without referring directly to Sen­
att' Banking Cornmittec Chairman 
Phil Gramrn, Mr. Summers made it 
dear that the iidrninisrration will 
not cave to the Texas Republican's 
demands lo exempt small, 

c0/c0"d 

orities to promote economic 
opportunities for minorities 

rural banks from the CRA or roll Noting that 10% to 13% of 
back other parts of the law - Americans - including an esti­
even if it means vetoing financial mated 25% of blacks - do not 
reform legislation. have bank accounts, he urgc:d 

"We are this year, I hope, mort banks to provide the low. 
going to pass compreheosive leg- cost accounts that Treasury recent­
islation to modernize our finan- ly un~ed for demonic deLvcry 
cial system," Mr. Summers 53.id. of federal bendits payments. 
"But we should pass legislation "There won't be high fres or 
that is right .... We will not punitive overdrafts," he said, 
accept it !the CRA] being scaled "and more Americans can come 
back or its basic function into the mainstream." 
spurring investment in com.mu- The fedcra.I government also 
nities being interfered with.. must msure th.at banks are abid-

Speaking to reporters afte:r his ing by fair-lending laws and that 
speech, Mr. Summers said the they opcn.ly disclose their crite· 
reform deal being negotia~d by a · m for evaluating borrowers. Mr. 
House-Senate conference com- Swnmcn said. "We cannot allow 
mittee also must grant broad discrimination 
p<JWm to direa bank subsidiaries in lending in 
and contain adequate privacy a.nd this countrv," 
other consumer protections. he said. · 

When Mr. Summers succeeded The secretary 
Mr. Rubin, observers wondered urged Congress 
how hard Mr. Summers would to appropriate 
fight for the administration's the $125 mil-
positions on reform, or whether lion the admin-
he might be JIJore inclined to Sumrne:_rs istration is 
compromise. Treasury officials seeking for the Community Devel. 
had maintained all along that no opment Financial Institutions 
change in policy would occur, but fi.md, and he praised the Presi­
last week Mr. Summers raised his dent's New Markets Initiative to 
profile on the legislation. promote economic development 

Early in the week, for example, in inner cities. 
he praised four studies released But the bulk of Mr. Summers' 
by the Financial Services Round- remarks ~ntered on CRA and 
table supporting the Treasury's insisting that compliance with 
argument that direct subsidiaries the law is actually in banks' self­
of banks enjoy no unfair com- interest.. 
petitivc advantages over holding In I 998, he said, banks and 
company units or nonbanks. thrifts made S32 billion of 

~The work of these econo- small-business loans in low- and 
mi.\ts," he sa.id, uconfirms the con· moderate-income ar~as and 
ciusion that the Treaswy Depa.rt- another Sl6 billion in commu­
mem, the Federal Deposit Insur· nity developmenr loans. Mbrt­
ance Corp .. and other independent gage lending to minorities1 has 
analysts reached some time ago: a skyrocketed, too. 
financial services moderniz.a.tion "Banks are doing that because 
bill_ should allow ban.king organi- it is profitable,'' he said. "We speak 
zatJons to choose the structure often to banker after banker who 
that best serves their customers tcll us that they now have prof-· 
wi~?ut advmely affecting com- itable lines of bw;iness in com­
petJnon or safety and soundness.· munities and areas . -. where they 

Besides CRA, Mr. Summers never would have been without 
listed other administration pri- the spur" of the CRA. o [ 

/ ? / 

/ 
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::Jesse Jackson Assails Gramm 
~(And.ABA.in Defense of CRA 
~; . ,, . . , . 

+By D~ 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 Education 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 
.qfocking black students from en~enng Alabama public 
schools. '"I will battle ·those who wish to undo it or 

v'Weaken it.-1 will go to .the mat on this one." . 
~?But•on Wednesday,:Sen. Gramm picked Up a potent 

:··. . . . ".-, .,. 
-_:__~~~~~~~~~~~-:--:--:-~--::-~~--::: 

See page2 
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Jesse Jackson Assails ABA, 
Gramm in Defense of CRA 
Continued from page 1 mortgage, they tend to get worse 

terms on the loan, according to 
ally as presidential candidate the report commissioned by 
Geor~e W. Bush backed his fol- HUD. In most of the cities sur­
low foxas Repubhcan. veyed, "minorities were less like-

"ttGov. Bush.supports the Com- ly to receive information about 
munity Reinvestment Act, which loan products, received less time 
has helped provide access tq and informa-
credit to many historically under- tion from loan 
scqed communities and their officers, and 
residents," according to a poliQ: were quoted 
statement released Wednesday by higher interest 
the Bush campaign, rates," it found. 

"However, the law is not per- Rev. Jackson, 
feet and .needS to be reformed. speaking about 
Sen. Gramm has proposed som~ the CRA for the 
reasonable reforms, including, Jackson second time 
helping small banks that arr this year, toughened his anti­
overly burdened by the curreD;t Gramm rhetoric since his last 
CRA re~wremepts and reqwr- speech in April. And his remarks 
in~ubq c disclosure of an Cl(A Wednesday were distinctive in 
de s between. bankS and com- directly criticizing his host, the 
munity development groups. ABA, for supporting~Sen. Grainrn. 

COmmumty actmsts and . "It's got to be a ~ttle dysfunc­
Department of Housing and tional sponsoring ? conference 

·Urban Development officials on community development 
called for tougher enforcement while calling for a rollback in the 
laws after releasing studies very piece of legislation that has 
Wednesday showing that mort- breathed new life into commu-

->~age 1rn~ers co~tin~eto discrim" · !!1ty' b~("effortS;1' ·he· :sai~. 
·mate agamst mmonty borrowers. · You shouldn t be able to have it 

"Tl¢ ~rt makes it cl~._ that bot,h: -\'lays. ;/1.,:~9,ID.IDitment to 
'congress shoiild be looking at economic and •. ·community 
strengthening CRA, not weaken- development requires a commit­
ing it;' said Maude Hurd, presi- ment to the CRA." 
dent of the Association of Com- Rev. Jackson pointed to a let­
munity Organizations for Reform ter that ABA president R. Scott 
Now. An Acorn study of 41 Jones sent the Senate this spring. 
lenders across the country has It endorsed two changes to the 
concluded that blacks are twice as CRA sought by Sen. Gramm in 
likely as whites to be rejected for the pending financial reform 
conventional loans, and that refi- bill:. preemption of rural banks 
nanced mortgages increased with less than $100 million of 
162% for whites last year but 85% assets, and a requirement that 
for blacks and 136% for Latinos; protesters ip.ust present substan-
. When. minorities do get a 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 r.ural 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 
high.er 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 contributed 
to this article 
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Memorandum 

To: Gene Sperling 
Lisa Green 

From: Michael Barr 

Subject: CRA Briefing 

Barr Comm Dev Policy 

Attached. in declining order of importance, please find: 

• CRA T al.king Points for Civil Rights Briefing 
CRA Update on Legislation 

• NYT Edi to rial 
• Veto letter 
• Rubin letter 
• CRA Background 

CRA Fact Sheet 
• CRA is under attack 
• Small bank exemption 
• 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 COillltry. 

• The President has been a strong supporter of CRA from the begimling of his 
Administration. At the President's request, the banking regulators refonned 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, wel1 above the overall market. 

• In 1997, banks and thrifts made $18.6 billion in commw1ity 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 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 rnral areas from CRA entirely, removing 38% of 
banks and thrifts from CRA in the comnmnitie::> 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 condjtion 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 contra5t, 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. 

• The President, the Vice President, and Secretary Rubin have 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 issue. And it is a civil rights issue. CRA is vital 
to bringing real economic opportunity Lo all our communities. With all the progress we 

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

• Thank you very much for joining us here today. 

l4J 002 
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Peter A. Weissman 
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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 I was able to gather from Maritza. I 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 making 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---------------------------

Record Type: 

Maritza Rivera 
04/21/99 01 :24:22 PM 

Record 

To: Peter A. Weissman/OPD/EOP 



cc: 
bee: 
Subject: Re: CRA 2J 

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

&if' 4fi&¥@ & 

Peter A. Weissman 
••,.~•·•-•--c-· "·----·--• ---

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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March l8, 1999 

The Honorable Phil Gramm 

Chairman 
Commirree. on Banking, Housing, 

a.nd Urban Affair.!! 
United Srar=s Sonare 
Wa.shiI:igcan, D.C. 205 tO 

Dear Sc:natar Gramm: 

W~ are writing !O c:i;press our dc:cp concern ovtr your publlc 
misc:hariu:teriiations ofthr: Community Rcinvesrment Act (CR:\), and ov~r 
the treatn1c:nt of CR.A: in che Financial Servkc:s Moderniu.ticn Ace of 1999 
as repan~d au~ of the Senate Banking Comm.im::c on Ma.rch 4. 

The Leadership Confere~c: on Civil Rights lS r.h~ nation·s old.est. 
lil.fgest. and mosr. diverse coal~rion of organizadou.s eammit:ted to thi;: 
protection of civil ngbts Ln r.hc Unit~d Stari:!s. As leaders of the civil rig hes 
community, we take strong .issuewith your dc::scripcian of CRA. a.s ii. vehu:k 
for "frs.ud and c:~tortian." 1 and to" your cbar:i..crcriz.ntian cf CR.A. as ''perhaps 
the greate&C nanon.al~c;inda.[ in A.rnerlC::l, "1 'f 0 the;; r::onr.ra.ry. "U(C a·gri::e Wi T.h 
Pre.liJdi:nt Clintc~ that r..he Ca~unity Reinvestmc:nt Act LS "a law that ha..s 
liel-ped to build hemes, crcnre jab!l, aod re!lrnre hopi: in communities across 
Amc:nc;i_ "1 

CR.A ha!l proven co be ~ effoccive m.c::rms of ~ncoura.gmg ft:C.eraJly 
i.n~ured £.i.n;mcial i.nsr.iruc.ian.s to extend prudent and profir<i.blc: louns rn 
underse:rved. urba.n and rural communir1~S- CRA h;;i.s bec:n c:reditcd wit:t 

: Congres.riorial Record, September JO, l 998. 

"Cong-re~sional Record, October 5. \ ~98 

ilener from Presid~nc CLimon 10 s-".~~tor Ptul GrarT'.m. ;\fan.:::-i 2. 
1999 

·:11 In r: Free. - ._,;:,_ O~·rr·_:,_ ·- ~ - ' - .. 
·''- l~ .. 
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the drarn.<!tic mcrea..sc:: in homea"Vlicrship roites amcmg minority. :ind low- and rnoderµ~e-tncomt: 
indiviciu..lls. Since 1993. th~ nwnber of home morcguge loam c:::m::nded to A..fiicun-. ..1....'Tlericans has 
increased by 58%, to Hispanics by 62%, and to law- and moderate-income borrowers b:y Ja%.' 
CR.A. h;:is similil.rly sc::rvi:d as th~ impecus for r~vi tali zing disrrcss~d rur-a.1 a.n.d urban cornmuni ti es 
throLtgh small busines.:i and small farm lending and comm1.miry de!vdopment invesanenrs 

Dara from fc::dc:ral bank regula.rors reveal that the CRA has nor been used arbitrarily lo block 
or dd:.y bank :::i.pplicacians ro the rt!gUlarar~. Community groups ::i.nd others riln::ly file adverse 

comments ta bank applic;itian.9 based on CR.A. Lc:ss than I% of ban..1< applications hav~ rec~1vc:d 
advasc cc:imrncnr.s.J Marc:over. assertions tbilt ban.ks prciYide comrn.innc:nts ro c.ommuruiy groups 
and ot.h~rs bec.;mse rh~y arc:: afraid t.ha.t n:gulators w111 deri.y or substa.nrially delay i:hc: processing of 

thc:ir applic;:i.tion is not supported by the rc:c.ord. Ban.le ap:plicarion.s that rc:ceive adverse carnments 

are de:iied only l % of the time." Lri llddition, few applic;rrions are- substa.nt~a!ly delu.yed due: to an 
J.dve~c CRA. c:aromem. 

Des pit: the strong rec:crd of CRA suc:ces!i and the: Lack of evidcm:e of ab~c. the: bill t.ha.t was 
reponed out of the Senate E anking Committee serio1J.Sly .;veilkens CR.A in·tbree ways. Fitsr, it does 
not require thar all banks in a. bank holding company ha~e a "satisfactorY" CR..A.. r:iting to exerc:ise 
c.he new powers provided by th~ legislation. This would substantially rolrbai::k CRA by permitting 
banks that u.re not meeting tbe crc:dic n=iis· c:if their c:oinmwtitics to be'nefit from the c:xpa.ndee 

pow~n:1 to affiliate with .:i.:~uriries and insursllce firms. ; 

Second, thr: bill wo1J.ld provide J ''safo barber" from public comment on CR.A performilllce 

for bunks wirh a "sarisfocrory" CR.'\ ra.ting. Under the bill, :in insti.rution rc:cciving a.t lea.st a 

sat1.s.facrory _CRA r'3.ting during the previaw Jo-month p~:riod 'il/ould be deemed in i:ornp!ii1!l.cc with 

CRA and immune from public: comment unless in4jvi.dua.ls present ''subsrantiat verifiable 
inforrn:ition'' to the ccntrary arising since the lase e;x::uniriation. Sine~ aver 95% ofban..\:s receive .l 

s3tisfac:tory rating, the provision would fu.Ildamc:nrally~dercut rhe right afcomrounity groups and 
arhers to comment ~In a ban.1.c' s CRA perform;ince_ 1 Co-mmunity group pJrticipatlan in the CRA 

process ha..s been critici.ll to rhe success of CRA. Public ccmmt:nC on other aspects of a bank's 

•Harne Mo.rteag~ Disclosure Ac:t data~ in Secrerary Robc::rt Rubin's lt?n:er to Sena tar 

Phil Grsmrn, Februll")l 2J, 1999. 

iccrnpcrotlL:r cf rhe Cum:ncy, Office: ofThrifl: Superv1s1on, Fed=ral Deposit {m;urancc 

Corporu.not'., :1nd Feder11l Re~i:r.JB Baud 

1f eder;ij Financia.l lnatirutians "Examination Counci!. 
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pcrfonna.ncr::, such as managcmenr or financ.:ial resources. would nor face similar lJmitJlic:ms on me: 
9cope af information rhat tn::i.y be introduced nor be 3ubject r.o the :1amc: burd~n of proof. 

Third, Uie bill exempts banks wirh Less thm SI 00 milliori in asse[S f.ram CR.A This 
represent;i 63% of all ba.u..~s.~ If enacrcd the provision wtJl have: devastating consequencc:s for rural 
communities because sm;:ill ban.kg arc oft(;p_r,.\le: only sauic:c: of credit: in rurul ::i.re!l.s DeBpite d:i.ims 
ChJ.l 3mall l:lJ..rl.ks by their na.run: 9erve the credit ni:.:.=ds of local carnmuniri~.s. daril from regulators 
r~vc:al that these inscirutioru have disprapanianatdy poor CR'\ rt".cords. 

We would note that the: financfa.l scrvicc:s bill reported our a f the House B 3.11..k:iog Corruninc~ 
la:it wc=k ari a bipartisan vote of 51-8 did not conrain a.ny of rhese shcrti::oming.s in n::ge..rd ra CR.A... 
'Th.is is in 9hilrp ccnn-ast t~ rhe 11-9 party l..i.nc yore by whi~h the S enare 8 all.king Cammi tree !E:partcd 
out its bill, in significant mes.sure becat.l.Sc; cf the camroversial CR.A provisions. 

Fair .iccess to crc::d.it, which LS chi:. purpose of CR.A.. is a critical :civil right!! issue. As the 
Preside!nr has said. "CR.A is wod.:.i.ng, aiifi.hve musr preserve i~ vitilllry as we write the fi.nar.c;.ia! 
c:a.n.st.irucian far the 21 11 i:c::nh.li.y.'" As rt:P~rtc::ci out afr.h~ SecaLc Banking:Commi1.1ee. the Finan~ial 
Services !\cc of 1999 wauW drastically weaken CR.A. :unless this shortcomiug i.s addr<!s;i~d. we 
would urge ~mong appagicion to th.is l~gislation. 

Sinccr:ly, -

Dr. Dorothy I. Height 
Cha.irpc:rson 
Leadc:rship Cooferc::nce an Ci vii Righl9 

Bubara Arnwine 
Ex.ecurive Din:c:ror 
Lawyers' Com.rr..incc:- for C1vtl Rights 

Urtdi:r Law 

1 Fcd~rai Depas;_t lnsura.nc:: Carpararian. 

~s ::c 1ldJ!ll no [I! 3 -

Andrew H. Motr 
Ex:ec.utive Director 
Center for Community Change: 

Wade Henderson 
Exei=uiivc: Director 
le!adersh.ip Car..fo..re':'lce or. Civil Rights 
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Karen Narasaki 
E.xc-cutive Dir:'Ctar 

Nariana.l Asi~ Pacific American 
Legal Con!!or:ium 

JoAnn K. Ch11.!le 
Exccunve Direc~or 
Nationtil Congress cf American Indians 

Sh a11na L. Smith 
Exi:cmivc Director 
N3.nonal Fuir Hou.sing Alliance 

Hugh B. Price 
Pre:sidcn! md Chief E.recu.ri...,c: Officer 
Narional Urban League 

.!i; 
·~ 

··~· -· 

,,r•··,-··.- ....... --"· 

Hilary Shelton 
Washington Bureau Director 
National Association for th<:! Adva.ncer.ncnr 

of Coicrc:d People! 

Raul Yzaguirre 
Pre:i;idenc 
N~tianal Col.U'lcil of La R.:u.;i. 

Manuel Mirabal 
Prcsidenr and Chief Executive Offa:er 
National Puc:::-ta Ri~;m Coalition, Inc. 
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N;itiooal Org:mizatlons Opposini:: Grtlmm's CR.A Provision!:! (as of 4112/99) 

Orgnniz~tiou aad Date Opposjtion to the Bill 

Hispanic Groups (4/8): Oppose tluec provisions in 
-League of United Latin the bill a.IJ.d support 
American Ciciz~ns arncmdmeots that strengthen 
-Mexican Am~ican. Legal CRA 
Defense and Education Fund 
-National Association of 
Latino Elected Officials 
Educarion Fund 
-Nil.ti on al Council of La Raz~ 
-National Hispanic HollSing 
Counc:il 
-N ationul Puerco Rican 
Coalition 
-Puerto Rican Legal Defense 
and Education Fund 

National Low-Income Oppose three CRA 
Housing Coalition (4/6) wt:?akeoi.ng provisions in bill 

California Hispanic Oppose Senntor Gramm ·s 
Ch;unbers of Commerce (4/2) efforts to weaken the CR.to... 

AFL-ClO (3/25) Opµosei:o the three CRA 
provisfons 

N.:1rional Fann(l!rs Union Opposes the three prov]sions 
(3/24) partictilady small ban.le 

provision 

Le;ldership Confi:rence on Opposes thrc~ provisions in 
Civil Ri:5hts (3/l 8) the bi11 

MaryKnoll Sisters (3/11) Oppose legislation that 
weakens CRA 

Un1 ted States Catha lie Oppose effons in btll to 
Conference (DepLU"tment of weu.k:en consU!Ucr protections 
Soc[al Development and and dilute foir lending l.iws 
Worltl Peace) (3/4) 
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J !:!Suit Cnnferenci:: Board of Urge cont1mung suppon for 
che Society of J~sus in the safeguarding CRA und 
United States (3/3) c::ffectively applying CRA to 

financial modernization. 

NAACP (Washington Oppose efforts in financiul 
Bureau) (31?.) modernization bill ta weaken 

CRA 

:,'i"pupp I. "'1li.I 
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• • NATIONAL Low INCOME 
-. HoustNG- CoAurroN/LrHrs 

R'"fod Tor;~i, C/1,11r 

SJ,~,1 .. Crut•l~:i. Prc,1,lc11( 

April 6, l 999 

The Honorable Paul S. Sarbanes 
Unired States Senate 
Hart 309 
Washington, DC 205 lo 

Dear Senaror Sarbanes, 

On behalf of the National Low lncome Housing Coalition, I must express in [he 
strongest terms possible our objection to the evi.si;cration of the Communiry Reinvest~ent 
Acr in the Financial Services Modernization Act of 1999 recently reported out of the 
Senate Banking Comminee. 

The National Low Income Housing Caalitiorr represents thousands of local 
housing organiz.ations that are doing th~ hard work at the local level to rebuild 
neighborhoods that have been depleted by disinvestment, and to produce safe, decent, and 
affordable housing for people at the low end of the economic spectrum. These are 
organizations that are rnas~erful a.t: the: management of multiple funding streams, bringin~ 
together the public a.nd private resources required to stimulate and produce new housing 
and economic development initiarives at the local level. Each of our members can attesr ca 
the necessity of the Comrnuruty Reinvestment Ace in putting togerhcr the resources 
required to do the job we all expc:ct of r.hem. At a time when responsibility for solving 
serious c;ommurucy problems is being devolved to local organiza.tion.9, it is mystifying as ra 
why one of their most critical resource development tools would be pull~d out from 
t..ind emeath_ them. 

Especially s~ricus is the provision rn the Senate bill which allows banks not in 
compliance with-CR4.. to expand their affiliations and engage in new powers. This would 
essentially render the CRA useless in ths new world of financial modemizarion 

We also object co the crearion of so-called "safe harbors" for instirurions with at 
lei!::;t a satisfactory CRA rating, which in effect eliminates opportunity for public commenr 
an rhe commun.iry reinvestment activities of t:he ban.ks, while mainraining oppom.inity for 
public commenr on all other aspects of the instirutians' functioning. 

finally, tht> smalI bank exemption would mean t.ba.t ruraJ communities have no 
oriticns for acquirinf! credit. a.s small banks are often the only ~ource of credit in many 
rural parts of the .:::ountry 

"•••···•···••-•••t"'''"''""""•O"""""'"'''"""""""""""'···•••·•••••••o "'"""""'"''·'··••••·•••""''"'""''''"""•••••u•uooo•.,11•0•0•••••••• 1 •""'•'"''"'""""•··"·• .. """""''"'"•""'""""•••····••••&ll"••ooo• ···-····••••·•·•"''""••"""""'" 
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The Community Reinvesnnent.Act is a rnodel of the Federal govemmenr ar its 
best, .mmularing investment in poor neighborhoods and creating a true pannership among 
the private, for profit sector; the private, not for prafir sector; and tht:: public sector. As 

we move into an era of a bigger and men: comprehensive banking sysrem, building on, noc 
tearing down, chis core element of community reinvestment should be ~n essential 
principle_ 

We urge that 1he Senate not take this action, and prevent the dire consequences 
that would resulr in its wake of its passage_ 

Sincerely. 

Y vr~ 
Sheila Crowley ~ / ~ 
President ~ ~: yY ~ 

J--r:. ~ 

I, \J'.J, 
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April 2. 1999 

The:: Haoorable: Trent Lart 
United St.ates Senate 
SR-487 
Wil.Shington, DC 2051 O 

Latino Business Growth, Home Ownership and CRA 

Dear Senator Lon: 

Wr; ~ writing on behalf of major Latino gl"OUpS including rhe ~o 
Largest Latino bll.:iinr:.ss groups in Califom.i;i, the largesr immigranr 
citizenship group in the U _s. and the largest Latino politicJJ or~anization 
in Catifomia1

• 

In California alone, cl:iere <!le mere: thac. el~ven millioc. Latinos and 
500,000 Lati..tto~wned small businesses. In the year 2000. it [s expei:te'1 
tha.t aver 15 peri:ent of ilie votern will be Latino. 

Latiru:ls in California a.re primary beneficiaries of the Cor.rununity 
Rcinvr:stmcnt A.a, including billioll13 in small bu.siness loaJ:!S arui multi­
millions in equity azid 1=1hilant.hropic in....,esttnent.'l. Similarly, since CRA 
was c:nfon::cd. Latino homeownership has significantly increased. 

W~ do cot view CRA as a political football. It is an ~ssential pan 
of our struggle to iliarc in me growing .A.merie!W. et: c:mo mic pi~. Our 
vic:ws are shared by vinwilly all the CEOs of ma.jar California fin.anciaL 
institutio!l.9 ~the vast majority of the 34 million Hispanics in cur gn:ar 
nan.an. 

We !.b.en:fore urge you and members of the Senare Ban.king 
Committee to dissociate yourself from Senator Gr:urun's misguided 
hostility ro our legitimate aspirations. To help the Liltino comrnuniry, 
including our rapidly inct'c:asing busine<Js base, c:Yc:ry Serultar should 
voti: tc fully c:ciat'Cc.'! CR.A. and to expand CR.A.. rn all financial 
institutions induding investrne:O[ house!".! and inslJr.lnce companies, 

Si;!natcr Lott. 34 million Hispanics ask for the:: oppartunity to shari:: 
in the Ameri.~ ~onomic pi~. 

I L.Jrin Bll!inCllll A~oci.tlan, CA. Hi:ipWliC: Ch.:un~er or Comml"rr:I", 1'1<:ITT1UJld'1ci 

Mexic..'.l!U Nacirma.J, and Mc;r,;ii;;;u:i A.m.:rican Pcilici=I A.uoc:;intion. 

141 oos · o;rn 
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Stare Prc:sicknt 
CA Hispanic Chamber of Commerce 

{3-l>-- r?_p_ "1.. ~'Jr 2-
Ben Benavidez 
State and National President 
Me:cic:m A . .rneric::m Political Associ.:ition 

Executive Direi:mr 
· a Issues F arum 

P~sidcnt 
Orange County Mi:c.ority Busi:o.css Council 

David Lizarraga 
Pre.:iidec.t 
TELA CU 

JJr.ik.Jiio 
CE-a.rd Member 

Latin Business Association 

Bert Caranu 
Co-Executive Director 
Hermandad Mexic:ma Naciona.1 

A~ (};.JMMl/u 
M:r;J C~arilla 
Vic~ President af Board 

· carro Federation 

.Arab ell a Marti..c.e2: 
Pn:sidi:nt and CEO 
Spanish Spe:llcing Unity Council 

[4J009i036 
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AMERICAN FEDERATION OF LABOR AND CONGRESS OF INDUSTRIAL ORGANIZATIONS 

Dear Senator: 

81 :I SIXT!!:ENTH 9TREE:T- N.W, 
W.A.5HINGTON, ~.C:::. 2000s 

LBGISLJl.7'.IVB ALEB'l'! 

March :25, 1 999 

.IOHl'I J_ SWEcNE"Y 
l'f'tSit:llONT 

RICHARD L TRU 1.1,.;.i. 
S!<CflE'TAAr·i"H~SWHEi\ 

1.llllDA CHAl'EZ-THOP.lP~ON 
~:tfCtJnllE: VICE- .. fleSIOCNT 

The AFL-CIO is deeply conc~rned thai the Financial Services Modernization Act of 
1999, as reported by the Senate Banking Comminee, sevi:rdy undermines me Community 
R=:invc:st.ment Act (CR..13,.) an essential instrument in ensuring working fomrnes' access ra capiwi.!_ 
Wr;:. urge you to oppose the bill in its ~WTent farm. 

The CR.A was enactt!d in 1977 to address problems of disinvestment and redlining in low 
and rnoderate income communities. The law places an obligation on ban.ks and thrifts w rneer 
Ll--ie needs of the local communities ftorn which !hc:y draw deposits by providing a.ppropri~te 
credit and services. Uodii!r the CRA, financial instirutions have c:ommined more than one tri11.icm 
dollars to low and r:naderate inc:orm:: communities 'Without compromising rhe insi:itutioos' safety 
ar soundness. This public obligation is a reasonable exchange for the benefits fio.anciaJ 
instirutions rC!c:eive in the forr:n ofFi:deral deposit insurance and access to di.scowited borrowing. 

The Financial Services Modernization Act undercuts the CRA in three fund:im~ntal ways. 
First, the:: legislation eliminares the requirement that all banks with.in a holding company have and 
maintain satisfactory CRA ratings as a condition for exercising new fuuncial powers provid~d 
by the lc::gislation. Curr~ntly. regulators may deny the applications of banks that ar~ not meeting 
the credir needs of their communities. Without this modest ri::quircmc:nt. banks would be 
permitted to exercise the new powers even though they were nat meeting existing credit needs 
The bill could mak~ CR.A.. irrelevant in the super-rnergc:r prone floancial services i.-i.dusrry. 

Next, che bill provides a .. safe harbor" to insrirutions that received a satisfactory CR.'\ 
raring during rbe previous 36 monrh.s. This would r~nder banks inunune from pubfo:. comm~m 
on CRA perforrnancl= unless "substantial verifiable information" is filed. Regulators often rely 
upon _public c:amrnents to assist chem in gaining a c;;omprehensive view of a bank's perform:mce 
in meeting the credit needs of irs conirounitic:s. Tills new standard would effectively diminatc: 
public comments on bunks CR.-<;. perfonnance and create an unfair and excessive burdc::n that 
mo.st ordinary citizens would not be able to meet. 

Fin.ally, rhe bill completely exempts rural banks with less i:h.an $100 million in assets 
from the CR.A r~quircments (76% of all mra.l banks). This e:-.::emption is particularly disturbing 
given the trenu:ndaus need for credit in rural areas. Rural communities generally have onJy one 
bank and small banks a.lr~ady have the worse CRA perform.a.nee: records. Removal of lhis 
minimal r.::quiremenr for banks could have di::vastating effects on working families in ruml 
communities, particularly family fanners. 
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The CRA has significantly im:reased working families' abiHty to acquire and maintain 
small businesses, purchase homes, a.nd pay for their kids' educations. The AFL-CIO will oppose 
any an:empts to roll-back these CRA gains- We urge you to oppose the Financial Servici::s 
Modernization Act of 1999 Until these provisions are addressed. 

SinccrcJy, 

/lt:Ilr~& \_ 
DEPARTMENT OF LEGISLATION 

--0-

r u t t 
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Dear Senator: 

NATL ECONOMIC COUNCIL [4] 1Jl2/0.'.l6 

On l:::r:::h;:i.lf oft.he 300,000 fann ElJld ran~h families af the National Farmers Union. I write to 
express our strong apposition to the Fi.rumcial Se.r..ice.9 Mode.miution Act of 1999, as reported 
out of the Senate Banking Committee earlier this month. Specifically, we are concerned that the 
bill would unden:ut the Community Reinvestment Act (CRA}-a law that ha.9 significantly 
expanded access to cn:dit in rural communities across the nation. 

The Community R~investment Act prohibit.9 redlining, a.nci encourages ba..nk.<i to rnake affordable 
mortgage, small farm and small business loans. Under the i.c:ipetus of CRA, banks and tb.rifu 
made $11 billion in farm loans in 1997. CRA loans assist~d small farmers in obtaining credit for 
operating expemes, !ive~-tock and real estate purchases. Low- and moderate-income resident.'l in 
roral communities also benefited from $2.8 billiou in small business loans in 1997. 

Ia 1999, access to cn:dit is tighter than usual. making it critical to maintain the CR.A... Then: are 
three provisions in the pending legi.9Ia.tion that jeopardize the CR.A. 

First, the bill exempts baoks and thrifts that are located in rural aceas and have less rb..an $100 
million in asset.s, from CRA requirements. This provision would exempt 76 percent of all banks 
and thrifts in rural communities. A Congn:ssiana.l Research Service study of data from 1997 to 
mid-1998 found rh.at banks with kss tbBll .$100 million in assets receive 70 percent of the "bdow 
se.tisfactory" CR.A ratings. 

Second, the banking bill fails to rec:iuire that banks have a satisfactory CR.A rating in order to 
affiliat~ with securities and insurance fl.CTilS. In the absence of this requirement, banks cauld 
ignore local credir needs in favor of expanding to atll.er areas. 

Third. the bill has the e:fftct of elimirni.ting the public's opportunity to comment on a bank's 
performance pending expansion., if that bank has had a satisfa.c:tocy CRA rating during the-: 
previous 36 months. 

There is no compelling reason to weak.en th~ CRA. In fact, CR.A regulations were revised in 
1995 to reduce compliance burdens on small banks and allow for streatnlined exam.i!latiorr. 

The CR:\ has been extremely successful in encouraging financial instirutiom to help meet the 
credit needs of rural communities across the nation. Thereforel we urge you to oppose the 
Financial Services Modernization Ac:t of 1999 until the provisions agrunst the CRA are removed-

Sincerely, 

~u~ 
L~land Swenson 
President 

400 Virginia A11enue, S.W. • St.Jite 710 ·Washington, D.G. 20024 • Phan~ (2021 554-1600 

... ~ .... Id 
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Senat aul S. Sarbanes 
US. nate 
Washington. DC. 20510 

Dear Senator Sarbanes, 

2806 Lake Ave. 
Baltimore, !YID 21213 
March 11, 1999 

[4JCJliill.'.l6 

We a.re writing with concem about proposed financial modernization legislation that will 
have a negative effect on the Community Reinvestment Act of 1977. This legislation would 
promote: the creation of nationwide finaru;ial conglomerates without holding them accountable 
ro l.aws r.hat foster community reinvestment and consmru::r protection. 

This legislation will essentially make the Community Reinvestment Act ineffective:: in 
m~etio.g the needs of local corn.mwrities, especially low and middle-income people. CRA works, 
and must be strengthened, not weakened. 

If Congress inteods to modernize the bfLillcing system., it must modemiz~ the CRA at the 
same time. Mega-banks that are created aut af mergers will receive one CRA. rating, meaning 
local community needs will not be well secved. Provisions must be extended ta cover these new 
financial realities. 

We must work to promote institutions that understand that local community c!f:Yelopment 
i.s at lea!lt as import.ant as ma.king a profi.L We Uige you to work and vote against any legis.latian 
that weakeilli the Corrununity Reinvestment Ai:t. Thank you for giving tbis your attention. 
Peace to yatL 

Sincerdy, 

$.l!.i.1~~ 
S~rRita Nixon 

~µ~i.4. ~~ ~~ 
Sister Helen Scheel Sister lv'tarjonc Schm:llin~r 

Maryknoll Sist1::rs 
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March 4, 1999 

The Honorable Paul Sarbanes 
Banking, Housing, and Urban Affairs Committee 
UnitBd States Senate 
Washington. D.C. 20510 

Dear Senator Sarbanes: 

~UlS 'll.'.16 

I write to ask that you oppose any provisions in the Financial Services Act of 1999 that 
may eliminate consumer pratsctions ~nd/or dilute the fair lending laws. 

Ths Un!tecl States Catholic Conference has vigorously supported the disclosure of 
lending pQtterns sines 1975 and was one of the original supporters of the Home Mortgage 
Oisclasura Act We bslieve people must have acces!l to information about the lending practices 
and patterns of the financial institutions in their communities 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 communities in which 
they live with virtual impunity. The Community Reinvestment Act (CRA) and the effective 
enforcement of its regulations have proved significant tools in ensuring that financial institutions 
meet the credit nseds of the local communities in which they are located, particularly by 
increasing the flow of credit to low-income and minority communities. 

Sines 1977, CRA has channeled tens of billions of dollars profitably back into rural and 
urban communities This success of local communities gaining access to private capital should 
not be jeopardized. Communities and neighborhoods need the investment of private capital 
particularly as government curtalls its spending an housing and social services programs and 
local communities are being asked ta assume more responsibility for their own development -
Low and moderate income families of all races and ethnicities have benefitsd from CRA with 
increased opportunities to purchase homes, open sm~ll businesses or operate farms. 

As Congress seeks to modernize the banking and financial industry, fair lending laws 
must not be undermiAed. Once more, we urge you to oppose any effort to diminish consumer 
protsctians and to weaken fair lending laws. 

Sccl'1"ll:ilrlij~ 

1202) ~~l..J190 
Dameal.Jo So<:litl D~ll"Jpnii::o~ 
(<!02] ~41-311l6 

Sincerely, 

His Eminence 
Cardinal Roger Mshony 
Archbishop of Los Angeles 
Chairman. Domestic Policy Committee 

/n~rnat1ona1 JuaLlc:i: 8r f'e.occ 
(20::?1 541-3189 

E:n<JlranmQnt<il JtJBL/cc 

(20'.?J 511 <I JtlO 

Oli;ici:~an Re1auone 
120:!.) 5-11 ·:.1'95 
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JESUIT 
CONFERENCE 

TH1: Soc:1r:TY oF Ji:~u~ IN T11G UN11lLl S1,\1LS 

The Honorable P;:i11I Sarbanes 
Senate Committee an Banking, Housing, l\nd Urbun Affo.irs 
Uni~d Srate.s Senate 
Washington, DC 205 J 0 

:-...tB.rch 3, l 999 

DetJr s~nacor Sarbanes, 

We are writing you on behalf oft.he fosuit ~anferenc;e Bo<i:rd ofrbc Sc:iciety of Jesus in chc Uni rte 
W1rh rile House and Senarc Banking Curnmrtte<!s 5i:l1eduled to mark-up financiul modc:miz;ilion / 
Lr.:s week :i.;:,,i vigvrou~ d!scus.s-io~<> <1.!n;ailv u11derway, we call your urgt:nt attcnrion to the st21tus-: 
Communi_cy ReinvestmenL Ace (CRA) in tnis d~ba~. w~ urge your vocal and unconditional stJPF 
safe1;1:uardini; and effoc:tive1y applying CRA to any proposed financial modernization leQ;i:>!J.tjon. 
m<ix.1mlzing t!1e capiml ava1l~ble to Lmderserved urban and rural areas, CR.A. has proven robe an, 
means or promoting vital and sustainable communiti~s. CRA s1lot1\d be ;J!Jo"'ed to conrinue its ir 
work. 

There •1re: approximately 4,000 U.S. Jesllit priests and brorhers working .ibraad ;md in our dornus; 
"Vh ich include; 28 Jesu ir-affi liatod universitie:s and col le~es, more: than 50 1 osu1t 11 igh schools and 
schools, llcarly I OD Jesui[ parishes, and various other apostolic pragr11ms throughout the '.:ountrv. 
overridirq; commitmencto cmpo..,vi:r individuals. fomilles ancl communities: who arc mosr at-risk i1 
society_ Jn cssenrial ways, CRA enables lhese marginali2cd b'TOUps to fully ititegrJ.tc jnto society. 

Propelled by a mission of justice and social progre.s.s, ksLJi! institutions h.wc CR.A-type goals of i1 
thti comrnunities where they ai-e locat!!d. For example, Fordham Univc:rsity is slruatc:d in one of rJ· 
urban counties in the nation. ln l 983, Fordl1am formalized a long-stnndirii; parmership wirh the')\; 
Bronx Community and Clergy Coalition ra form ~he University Neighborhood Housing Corporatic 
UNHP be!i!!ve.:;_in wor~ing aggressively to develop an_d preservl!! innovariv7, comm_u_nii:y-cam'.olk 
<1.ffordabli: housins. With the strc:rigtn and leverage of CRA, UNHP has built n pasmve, working r 
with C!1asc Manhai:r.o1n B:lnk. From the lat!: I9&0s, chis relationship has n:sulrc::d in million:; t.Jfdal' 
cnpiral for .iffordable housin~ and economic development in rile northwest Bronx. Recencly, this :c 

partnership yielded $25 mill ton ill housing rehabilitation funding from Fannii;: Mac. The force oL 
leaders working w_irh univer:'lity, b:J.J1kin$ ~nd F:mryi.e Mae: representa[ives_is not mere~y a lifeline f, 
nortl1wesr Bronx; 1r has added self-sustaining st<1b1liry and growth to an h1stor1cally d1s1r:!SSc:d. der. 
populared neighborhood. This j::; one ex.ample of an t!~-rimated $1 trillion in CRA-lc:vc:mged frnaJic 
cornmirmc:nrs since 1977_ · 

W(.) ask for yaur concinued support for national ccunurnii; developrncnr policies which c:qL1ip peopl 
rn~ans to l~ad respectful ancl diwiified lives. CR.A is "in rhe interest oFunderserved ..:ommuniries; 

.interest of our ksuit institutions: and it is in our cal(e~tive, 1rntion<1I interost. 

Thunk yoLl for your considerntion J.lld effons. 

Sincerely, 

~~-~ 
Rev. Rich;ird Rysc.uvage, S.J. 
Secretary 
Jcsi1ir Sac:i;il & lnrernational Ministries 

Ms. Briri::;h Robioson 
Narional Director 
fosuir SociEJ.f & forernational Min: 
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WASHINGTON BUREAU 
NATIONAL ASSOCIATION FOR THE ADVANCEMENT OF COLORED PEOPLE 

1025 VERMONT AVENUE, N.W. • SUITE 1120 • WASHINGTON, D.C. 20005 
(202) 63B~2269 FAX (202) 6JB-5~36 

March 2, 1999 

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

RE: The Financial Services Modernization Act 
and the COM1\1UNITY REINVESTMENT ACT 

Dear Senator Sarbanes~ 

The National Association for the Advancement of Colored People 
(NAACP), the nation's oldest and largest grassroots civil rights organization, 
strongly supports the Community Reinvestment Act (CR.A) and opposes any 
attempts to weaken it. The CRA has been instrumental in the revitalization 
of literally tens of thousands of communities nation\Vide, 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 instirutions are discovering thar there are 
benefits to working m and with low to moderate income and minority 
couununities. Since its enactment in 1977, CRA bas helped lenders tap into 
previously unchartered areas and consequently they are learning what a 
viable, profitable market the low·maderate and minority commWlities an:. 

One example of a CRA success story would be the NAi\CP' s 
Community Development and Resource Centers (CDRCs). The NAACP, 
working together with Nation.sBank. opened our .first CDRC in 1992 in part 
to help NatiansBank comply with CRA. Since that time, N ... A..ACP-CDRCs 
ha.vc mlldc mortgage, cooSl.lmer and- Qmall business loan referrals amuunting 
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to over $100 million, and more than l 0,000 individuals and businesses have 
received counseling or ti;:chnicaJ assisrance through CRDCs_ 

Due to the vital role the banking industry plays in the success or 
failure of every American neighborhood, CR.A. is a necessary tool for the 
sustained economic development of our nation. Thus the NAACP urges 
you, in the strongest terms possible, to oppose any arrn:~ndments or bills that 
would in any way weaken the effectiveness of CRA. The NAACP also 
urges you, again in the strongest terms possible, to support 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 rhe financial 
services industry, you would effectively be denying whole communities 
access to rnuch·needed mortgages, consumer or small business loans, or 
basic financial assistance. 

I hope that you \l/ill feel free to contact me if you have any questions 
regarding the NAACP position on CR.A, or if there is any way that I can 
work with you to ensure that CRA is allowed to continue ta prosper ar1d 
provide assistance to people and corrunumties across the nation. 

Sincerely, 

Hilary 
Direct 
NA.A.CP Washington Bureau 

HOS/cnk 
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~ewmHgHfDllt~ IHie a( EditQ[i..1ILActicle 

Piruburgh Post-Gazette (PA) ··Good (Re)investment: Don't Scro.p <:1. L:i.w 
\'farch 24, t 999 ch;ir Boosts Neighborhood loans" 

The Rc:cord (Bergen County, NJ) ''AB.ad Banking tde:l--Kcep Incentives for 
\farch 22. 1999 Comrmmity [nvestment'' 

Th~ Charleston Gazette (W. VA.) "Neglect Return to Slums?" 
\-larch 19, 1999 

SL Pecersburg Times (FL) "K~ep tbe Lo:ms Flowing" 
.\.[an::h 19, 1999 

The New York Ti.mes "Mischief from i\lf.t. Gramm" 
:..rarch l 7. 1999 

:-.J'~\Vsday (NY) "Release Banks from Depression-«'!:r.i. 
y(~h l 0, 1999 Restraints" 

The Providence JaumJ.l (RI) "Ler:'s Not Abandoc. the Comrn.Lmity 

Ma.rch 9, 1999 ReinvesllJlem Ac:r'" 

Tb.e Philadelphia Lnquirer (PA) ··comm.unities and Lendcrs--Don'c Cuna.il 

).,fa.rci 4, 1999 rnand.ares for inclusive banking that have 
helped p~ople and neigb.borhaods. ·· 
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5TH STORY of Level 1 9rinced in FULL Eorrn~c-

Capy~~gh~ l999 F.G_ Publi9hi~s Co_ 

~ic~sburgh Fasc-Ga~e~ce 

Mar~h 24, 1999, ~edne~day, soa:tmR EDITION 

9g. A-24 

HEAO~IN:C:. Goon (RE)DNESTM£NT; 
CON' T SC.R.>.9 A UW TH.h.'I l:lOCSTS ~IG!-rnOruiCCO LOANS 

8CD'1: 

Ee t · .... e~n 1:38 C a~d 19 8 7, Unic:i Na.t.ional 3ank made onoO! ;na!:'C;3''3.t;e l.~~ i.:::i t~~ 

Nor~h Side fer a grand t:Qt:iJ.l of .S 10, 000. I=i 1997, Nacional. Ci i:~· 3~';. - i;he 
me:g~d 3Uc~esaor co Union Naci~na!. mad~ 98 home purchase mor:g~s~ ~ca~5 an~ 6~ 
;:-e::'i:i.anctng and home irnproveme::.t: lcan5 on che No::;-t:h Sicic:::, t.::it.a.1_:__~5 :i -: . '.:! S 
r."1.i 11.i.on 

Several fact:or:;:; may contribute t.c i:hac staggerins ju.r.ip i.n ir.•.resi:;::~~i:., bu.i: c'.:le 
~ey was puccing ~he Community aeinv~stmen~ Act: ~o work. No~ Sen. ~h~l G=ar.m, a 
T~x~~ Repul::lica..~. is aimiug co limit: ii:s ~ff~ci:ivene9~- Thac uould ce a 
deva.si:acing blo\11 t:o u.;::;-!:Ja:i. revit:4lizat:ic:in. 

~~~ law, which requires banks tc make loa~s in the neighborhoods :=am u~~ch 
:hey atcrac~ d~pas~cs, ~assed ~n 1977. btl'C ics eff~c~s were no~ f~:~ ii 
::1i.'.:'.::'3!:::c.rgh ur:ci:.. 1988. Tha.c' s ·4ne.r.. a g:.ccup oi commllili::y acciv:!..scg :~cuse:cl 
~c~en~ia~ o~ U~io~ National's ~a~hecic recorc of lending i~ lou-i~ccm~ anc 
m~~o=i~/ ~eisr..bQr~oads ;.nd urg~~ t~e bank ~o ~q betcer. 

Union Naci~nal res9ond~~ qu~c~ly and promised i:a make ~ lOS ~i:~~~~ i~ lo~i3 
C:O low-i::icorne ne_!.g-hbo.::-hcod5 t:h:::"Oll'=houi;: t:::.e al:'(;a OV"!J:' the r'.eX'C t:'..•te_ j"~3-.r'S · r::.e 
barV.-: has made gacd on ii:s prom~se ~:'.lrcush Le~ •rariou9 mer~er~ and ~~::--;-nuc~Licn3. 

~~orn ch~c begi!l.ning, ~h~ Pi:csburgn Cammunicy R~in~~~~m~~t G~=~P ~4S 
n~sacia:eci agreement~ ~ith 13 :~n~C%5 resulci~g in ~ 3 billion ~~ ~~~~scmecc 
c;.ive~ t'.:-ie las;: dee.ii.de to neig::-.bcr~ood~ c:::ai: h;;i.C. be~n t;;:-ac;!ir..!onal::..~- =eC:::c."'·~ er 
cve.::-:!_2cJ.:.~C.. 

i:nci·Jidual"' ""h<) h.J.d p:i:-evi...::u:o:::· !:ieen j~~ied -,.,ere .:i.blo: i:o c~ ::i~:i..:: ::· .. 1~ '.-:.cr:.~s. 
r:eiSl"..l:lo:i:.::.ood~ . .,~re saved C:!:'em s_::iandor--ment 3.nd. che b~s eound c:-:~c. ·..ii:'l.:l~ che 
delinqu.,,:-:.cy :::it:<!,; m;;,y o~ mar gi.;ial1-: hig-h<!x;-, c:~e laan" h.a·r~ t".oL :C,ee;: a la=:.ng 
9roi;:iosicion. M~:-:y 'oan.~s cant:::::.c i:h<i:: che:r discove:red Dt=i_:iarcu:iic!.e:i :::.!'!'! ::l..!..d..-r' c 
ri::ali::c ex:..5c:ed. 

s~n. G~amm, ~cnetr-~l~ss, _i_~~i~c~ chac ~h~ 9~oc"'dl.l~G i3 ~o b~c=e~ C~d_~ 
~x:::on::1-cn .tu'_ct tic c;li;.imiLl~c=::r r:.l':.c ;,o=,,:i.h t:._;:it::.m.:.n~"'l", ..... '.r'"-"'9" ::.nit: °='"r".'i.'"'-"cr.Hoo ~J.l~lic_c:; 

i:h~ ma~.!.a for prcc~cc:ian do~ c =eadily ccmpl~~~ e~t~er. 

I IJ~j 
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Pitrsburg.h. Post-Gazette. March 24, 1999 

The Te~~~ R~publican mu~t be holding his cha=c on power r~latian~ upsi~e doWT:. 
if be th~nks thac community a~tivisc~ ~ield enarmoua s~ay over poor, def~nsel~s~ 

bank.~. Th~ Ca11\mu.nicy Reinve9tm~nc Ac~ gives some mea~ure of power to the 
cornmunicy, but it hardly levels th~ pl~ying field. It s1mply 5ay~ th~t bec~use 

banlcs get many se:vi~d~ from the federal government, thac c~ey muet cont~ibu~~ 
::iomething back. 

As Cangr~s~ cons~ders legislation 4evamping banking regulaciaos ~o allow 
lending institutio~s to expand the natur~ of the financial ~@rvices they e~gage 
in, S@n. G~amm is eeizing the appo=tu.nity eo ~argec the CommWlity Rei~vestm~nt 
Acc. He has prapo~ed thqt banks ~ith asset3 of less than S lDO million - th~~·s 

65 per~en~ of all banks - be exempce~ from ics provisions. 

But that is ex~c~ly ~he ~~ong di~ectic~ in which ca rnove. Th~ ~ei~vestm~n~ 

ac: t is so impori::ant: tha.t: it: should noc: onJ.y su~i ve, .but i c: should 11.l!!c be 
extendeci ta any banl<:-related ir-stitution ~ha~ engage~ in lentiing. 

Naticnally scm~ $ 1 trillion has been re~nves~ed in cities bxinging new life ~o 
communi~i~s that had langui3hed wi~bouc: :esou~ces a~d withou~ hope. The 
Community P.einvestmenc: A~c: sha~es a larg~ porLicn of i::he credit for that 
success. It Qe~e~Je~ con~inued suppart. 

r..::;.AD-DATS. ~1arr::h 24, 1999 
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A b.:id banking idea 
Keep incentives far community 

investment 

Monday, March 22, 1999 

BEFORE l977, banks routinely denied loans [O minorities and others 
wb.o lived i.o pacir neighborhoods. Same people found it next ta 
impossible: to get loans, even frorn ban.ks where chey had acc:cunrs_ The 
prai=tice was called red~lirung. 

To combat t:hi.s widespread. lending discriinination. Congl'esS mat ye-;rr 
passed the fi::de.rnl Community Reinvesn:neD.t Act. It gave tb.e governrocnr 
the power to figb.t rcd~lin.ing by blocking mergers or- expansions of banks 
that did nae hav~ satisfa.crory CR.A. rarin~. 

The CR.A is partially n:spoDsib1e for revitalizing communitii:s thraug.h.aut 
the country. Unbelievably, s~. Phil Granu:n. R-Texa.s, has prapa5ed 
legislation that would aempt 65 perc:ent of all banks from CRA 
ablig::i.tio~. Fornm.a.tely, Presideni: Clinton has vowed to veto iL 

:Mr. Gramm.'s CR.;\ revisions are part of a fincmi:ia..1 overhaul bi!I rec::ently 
approved by the Senate Banking Commirtee. The main purpose of the 
bill is to remove the barriers between ba:u.1.cs, sec::urities firms, and 
insur>....nce companies. Ir would allow companies in any cf thesi: three 
area.s ca expand into the orher two- Theon:tically, these bu.sinesses cau.ld 
create huge financi:tl supermarkets c.hJ.r offer- i::oIJ.SUiners checking 
accol!.Ilrs, murual funds, insuraoc:i: policies, an.d more. 

An ;iroendmen! supported by !Yir_ Gramm -- h~::i.d of the Si!nare Bom.king 
Canunitrcc: -- would exempt ban.ks wi.tb. le.ss thao. S l 00 million in assecs 
from cor:nruunicy l~nding laws. Mr. GrilIIll!l complJ.ic.s ili~t com.-nu.nicy 
groups use tb.e CRA to ~xtorr tnon~y frorn banks and s:iys rhe CR...l,. 
paperwork r~quirernent.s are odious. 

Ir':; true r:hat the! CR.A ri::quires paperwork, but it also ta..."ces cimc: and 
dfari: t.o comply \Vii:h fuir housing and t:mploym.c:nt laws. Bur that's nae <1. 

JlL'i'tificaticm far eliminarin2' those laws. ~ for extortion. the c:ommua.i.ry 
groups ch.2.t ~(r. G1'Ullln is compl:i.ining abour do nat hJ.Ye much leve:r:i.ge-

l4J 025, 0.'36 
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aver banlcs abiding by Che faii"~l~nd.ing rule11. 

Poor and minority communities have received more than S l trillion in 
loans since the CR.A passed. In rhc: past IO years, New Jersey Cirizen 
Action - a Hac:kE!ruack-ba.sed coalition of 90 commucicy organizations 
-- t::I.as negotiated di:als wcnh more rhan $8 billion. 

The deals have provided special loan programs for first-time 
homenwner.i and personal and hom=-improvc:m.eo.t loans at compc:tiuvc: 
i.nt~rest rates. Banks have est:abli.s:hed law progr;:un.s for homeowne~ 
who need to remove dangerous lead paint frai:n tb.c:ir houses, or provide 
handicap acc~oility. Non4 prafit groups have received g:ruits and loans 
to build affordable !lousing. 

Would banks continue to make money available for such wortlly 
projects without the CR.A.. requirements? Some p!Obably would. But the 
banking indUstrjl's sorry history before federal intc:rvention suggests that 
rruny would not. 

14J1126 '1136 



NATL ECONOMIC COUNCIL 

~RD STO~Y of focu~ printed tn f'U!.L formac. 

Copy:i:ight 1399 Ch~rle~~cn Newspapers 
The Cha=leston Ga~ec:e 

M~rch 13, 1999, Friday 

SF:C'!'rc~J; Edicori3.l; ~g. P4.A 

LENGTH: 252 wcrdG 

~Lnii::: Neglec~ Recu.rn co slunts ? 

8:."LINE: G.:::edi c 

2GDY': 

TWO DECADES age, ~~~n Demccracs c:cnc~clled ConS"=eas. they gassed th~ 

Community R~inve~tment Ace, forcing banks en lend money fo~ better 

homes in black azd 900= neighl:Jc~hoods that previoualy we~e shww.ed. 

Since c.he~. ~he Na~ional Community Reinvestmenc Coaiie~cn says, mc~e 

cha..~ S l cr:..llion b..a.s been leut fer ~uc~ housing. The result, acca~c~~~ 

~~Th~ N~w YorY. Times: 

;:.,;i,ppenoi." 

:St.:.t:: c..c:w. '"'J. t:h Ri::pi.Wlica.n:i i.n corit::;;ol of Co:c.5:::-ess, an eff.:ir-:: i~ be ins 

made co c.:uc aid to ghe~~os. sen. Phil Gramm. R-Texas, sa?~ the 

Th:= ~.:..rr.e,;i !lay:;; G:::-amm -.. a."lC:> "a rel::u:r-n co the bac old d:0.ys. ·.,.he:i. bar-_Jc~ 

s 100 million a.ssec:~ - c·"'<J-l:hi::-ds of s.11 ba__-..Ks. !iis bill also ..,.ould 

·.,<'!."L.lc~n atli.<"'::: lend.ins; ::-e"1.iiremeni:::i t:li.a.c h.el;i 101.J- income fam.ilies. 

[4J 02i 1036 
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The Ch;i.rlesion Guercc. Marcil t9, 1999 

auff~~~. including comta~~a.l:lle fol~a in che su.burbs. 

A.,'!".~rica lTI\"-.~n:: r:.ot:: cea.:se ~ffort.s C:o rescue blighted neightorhoocs. W~ 

hope l'fesc: ViJ;sin.ia' s Demcc::.=atic members of Congre;;is, a.lthotJ.gh 

aut:'l:u.mbered, do whatever they- can i:o abst:=uct:. G~Qmm' s 

!:Jill. 

LOAD-DATE; M~rch 19, 199~ 
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Capyrisht l999 Times Publishing Carrrpcui.y 
St. Pe~sr~bur9 Times 

Harch l9, 1993, F~ioay, O Sau~h ~inella~ ~ditian 

S~CTION; EDITORl.A.L: 2DITOR!AI.S; Pg. 20A 

LZNGTE: 377 words 

ECDY: 

~eig~..l:icrhooQS a..nd ~ommUlli~ies that only t~o decada~ ago were dyi~g or in 
ra?id decli.ae are no~ shc~ing oe~ signg a£ li~e, thar~a in part: ta cb.e Feaer~l 
Community Reinvestment Acc. ~he 197? law effeccively outla~ed r~dlining by 
~~qt.U~~~g ba.nk~ to invesc in lo~-~~oorne a.r.d. minority areas ~he~e land~~s 
~~sca~ic~lly refu~~d ~a make la.ui.~. ev~~ to th~i~ or.on depositcr~. Just a_:i ~~e 

s~cce~a cf the ~c~ is becoming vi~ible, sorne m~IJ!berQ of ng-ress w~n~ ~o we~en 

i~. 

U.S. Sen. Pail Gramm. chairman 0£ th= Senat= Ear..ki~g ccmmiccee, an~ o~ne~ 

Senate Republicans are supparci~g legi~laticn that would eXSITTEJt banks with 
a3set~ of less cha.n $ 100-million f~om the community reinveetment la~. Th.a~ 

accounts fer about 65 per~e.tJ.t: of all ball.k~. The bill also would maJ.:;e it ~a=~ 
~~:ti~lt ~or commtJ.ni~ies co prove a bar-lc's lending ~ractice:~ a~e unia~= a~ 

ti.i.;ic!'"irr\i::;.a.i:.:i::=y. 

).c::o:::-cilng to t:O.e Hatio:c.a.l Col't\tnl.m.it:y Reinve:~i::rneni: C'o,al.itian, ba..nk.s h.a•.re 
.::arranir:o::ed mer'= 1:.ha.n S l-t.:r:i.11.ion i:.o ur.ba..'1. rsvital:!..:::d.~ion e.ffor-i:s sinc::e t:.l-_.,, l<i'"' 
pa~~~d- The: erfec~G are visibl~ as far Qway as New York, Les Angeles and Dal.la~. 
Clase= ca home in St. Pecersbu~g. a $ 4-million p~r~nershl.p bet~een ~a~~ans3a.n.~ 
~4d N~igbborhood Housing Se::viccs is ~~i~gi.ns so ~ffardable s~ngle-fam~~Y hemes 
i:.o the aa:tlett ~a:k area. 

Ccn~~ess should r~j~ct Grarttrn.'s ar:~ernp~ to !.!.nder.n.i~e such prog=e~s ~~ d time 
~ben many impoverished comrnur:ities a=e beginning c~ ~~boi.m.d. Sa.~.Jcs put 
c::i~rn!3~lve:;i a:: ri9Jc and aic.~r: O:::iiIIl less when they ma.t.::t:! srn-all, carnmunicy-'.:J..i.:;~d 

lca~s. ~~chout pr~ssu;::-e from che feder~l governmen::, ch~ fir..a.nci~l ~esa\U'.ce~ 

=.hAt have b~en trickl:.ng inr:c 5lt:Z:Ugglins commt:nitie.s over t;he pa.9~ 2:2 year!; 
·..1culC. b"'-gi.n to dry up. 

G~arnm claims ~ne a~c ne~ds tc be r~w:-icte~ because communicy organ.i~ac~c~z 
~hac bu1Ld affcrda.ble: hou~i.ng a..~d help promoce ~mall bu~iness a.r~ us:Lng ir: to 
"<:~c::::i=i:" rnal:'.ey f:i::-om bare.ks. That i.;i a 'lha.m argumen~. F!!!w bank.:'! ar<i! cla.morinS' r:::i 
:::b""'"'-:0"' t:-,,"' C-:;i<n<T'l<+n.:l..:y rn•~e51r.m1.;or"~ ;:ic~. a.nd many h.avr! been i;ile~.:i<!.nc:ly ~·...irp"'iseC. 
·..i.:.c::i. th"' auc::::ees cf i:.he J..:i3.rt ;;r~g:::-ams r:hey hav.,, instit:1.u:~d ll..'ld~::- ic -

I • U .:_ J 
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Mischief From Mr.· Gramm 
Cities c.hac were !n drit!itic. dedine 20 year.s ago 

are: ex.perieDcing n:binh. ttla.n.k.s ~ acw hccru:own­
ei-s who are rrarufortll.ing i:ieigt:i.OOrhwds ot cran­
.sie.otS Imo places o;vhe.rc ta.rn.illc.s l:!.ave a smke in 
what ~ppt!.Il.S. Tbs ren~anca is due in pan: ~ the 
Fe1foral CommWtity ReinVCS'CIOCJlt Act., Wt:JJch re­
quires !Ja.oks to reinvest acrlve!y tn i;!~prl!ssed and 
m.inoricy arail.5 th.at were ~r;;irically written of!­
Seaaror ?h.il Gramm o! T~ now WaDts tc weaken 
the R.einvestfnerl.[ Act. c:i::u:oun1giilg a retU.nl co the 
bad old d.a~. whe:i. ban.ks took tf\'erytil'le' s clepaSits 
btJr leot r:ham only to the a!flueat. Sensible rn.ec:i.bers 
at U:Jcg.r~!i 11eed to ~p the f!le:SU~ lllc;ici:. 

The act was p 8.S5cd il1 1'177. Uotil chen.. pr-cspec­
t:i ve home or business cl'WnerS III many c:::immUitir:les 
had ll Cl.I e c:ba.nce o ~ tan ding le an5 ~ tro m !Jal"l.ks 
where Chey ~pt cnaoey an depo.sir. Bl.lt a.c:c.or-Qmg to 
the Nat:iana.I CD:timwtiry Reinve:su:of;!.11t Coalit:!cn. 
banks h.<Lve t:1Jmmitted more r.he $1 U"i.lllon t:c> cnr:e­
oc:glected rutl.ghborb.oads .sicc:e the ac:1: was passed, 
me Va..5t majcrity af it in tl:!.e last s:l% yur.s. 

In New- York Ci-cy":s Scium Bron% ll.Ci£h.bcrbood., 
tb~ mon.1:1y w rurned b'.Jllled·o'ut are.as inra llavcn.s 
for a.tlcnfab[e horne:i and ;i n.e~ r:niddle class. The 
bank::! c~ less cm communiey-ba.sed lDaM Chan o!'l 
corparll.r~ b~esa. But che ~St dVic-tr:Unded 
ban.ks !lave accep~ this reduced riwe.cue p.s a. caSt 
of doiog bu.sme.ss - and a..s a· re.a.sen ah le sacritice. 

!or keeping the .su:rn:n.Jllding ::omm1J.Cticil!S sm:ing. 
F ed~ra.l ban.IC aamwers can block merger.; or 

e:>;:pomsi 1:;rds for- b .:mks wac I ail ro Clc:h.iev e a 94 tisfa c. 
a:iry W:laununity R~invesrm.enc Ai:r racing. Tr.e Sen-
11.ce proposal Chat Mr. Gra.mrn S\lppons ~cu!d ex;. 

empc baclts with assc:ts of less than SlOO milll1.m 
trci:n rheir obligations under cbe ai:t. That wol.l.ld 
i.ndude 65 pen:eJ:a. of a.U b~. The Senare \;iill 
...-ould also dram a ticlllly curtail th~ c::o m mUJli.ty' s 
tioJ:tt ca ~se what ic cansiders unfair r:iracnces. 
Wit.hoQc Fed~n.J. pressure. llowever. i:a.e amounr of 
rncney tlo'iVW.g co poo.rer oeighbcrlioods wou!d d:up 
subsrantially. unde~ c:ne urtia.n reco'l.lery. 

Mr. Gramm argues th.at com.mun.i.ry gniJps a.re 
''e::rt.ortitlg'· mon~y !rnm biUJ.ks in remm for ap­
proval., aud de..5c:til:ie:9 the n!qui.red paperworl\ "1..5 

odii:ius. Bur colllt!lllltity crg~c:ion~ r.hac bui!.c:l 
a.ttcrda.bl~ ncll.,';mg in Mr. Gr:i.mm's b.cme sure 
heartily d.1..sa.grec. Maycc- Rim Kirk of Dalli...9 dh;­
~ as well. aad rold Ule Dallas Mon:ili:tg N~ws 
tllar Ile welcomed the opporrun.try re explall:i (.0 Mr. 
Gni.mm that "there is co d1:r.vo.sic1a ~a· l.J:lvesLJ.ng- J.n 
all pans o~ 1Jl.U' O'.lraatunitY." · 

1D fl. perfect wodii. Iendini p rac:Uc:es would ~ 
fair a.lld r.be Reinvesa::ril!Ct At:t would be l.!ll.nec~­
sary. :Sm UTithou~ Fedel'"il.L pres.sure t!l~ col.l!ltry 
wol.lld re'Nrll ro the era at red.Uning, <;then cccn~uni­
ties cut off Cror:i. c:~µit:a! 'llrithe~ and d.ied. 
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Sen. Phil Gramm (R-Ta.xa3J sc~~G ce~ermi.ned to sacrifi~e refo:i:m of this 
~~unt~·~ oucda~~d ba.nJt::~ng laws to ccml::a~i~g nis pet 9eeve, c.he federal !:Ule~ 
ch~~ enaur~ ~hat bank~ pu~ r:hei= money co ~er~ in a1l segrnenc3 ce their 
colIDTIUni i:ie_g. 

~ow c:.hat he ha~ repla~=d fo::::ner Sen. JUfonse D'Nlla~o (R-N.~-l as c:b.d~=man o~ 

t~c aouse Ban.king Cormnit~ee, h@ has pua~ed throu~h a bank de~egulac~on bill thaL 
~e~~en~ exiaLin~ ~ommu:Ucy-in~estmenc rule3, ~lier.acing the comtnittee's 
Democra~ic minority and i~vitins a presidentiai veco. 

Moderni:z:ing CeprBasion~era ba.nk.ing la1o1a is impor~a.nL if bo!Ul.Jc.;;i a.::-e to adapt to 
cbe demand.s of ~1~eCenttJ.zy !in.a.nee (even if h.!l..tl.Jc regu.laco:ry agencie.;;i hav~ 
T..a.naged co reinterpret e...-Q.s~ing law auough to give banks aome needed la~it~del 
And C'.l:le communityinves~mf!.!lt rul~9 have help~d ensure t~t aa.."l.ke~s acte~d to 
c~ei= pcore~c d~~ositors needs, withou~ being impossibly burdengome. 

Gra.mri, ~ha ~lo~k~d ~ ~~crrti.Gii::.g- bill la~c year ~he~ he ~a~ ~ rne~e membe~ of 
c~e comrnitce~. pLedged when h~ became cha~J::;nan co uin early pag~age of ~ broadly 
acc:::i::c3..bl~ bill. No1o1 he's Qboll~;rnd c:hi:ig3 1.J.P badly. 

Fo:i:.-c:•..u::u:ely, tb.e Ho<.J..Se is de'leloEJing a. ccnsen.:ius bill tb.at: apFea.r::i to ~chie·Te 
c=:~ es:;i~n.tiaJ. 9oa.l.5 of reform - a.llo1o.1ins b~s to engage mere f=eely i;i 
securities a.nd insurance businesses ~ ~ichaue foolish additions ~ha~ i~vice a 
'"l!'.2-.:.-dc:sl!rved presid~t:1.-:i.l v-ei:o. 

!C'S r.at cle~: ~hecher G~amm =~~ ev~~ gee ~is bill thrau~h ch~ Ser.ace, -J~~~ 

che basgage ae hds lca~ed cnt~ ~~- !fit:. ~oe~n'L qi~ ch~~e. ch@ ~ou~c-S~n~=~ 

~onie~e.n== commi~c~e should exc~3e Gramm'~ acicic~ons. Then Co~sr~ss may ~C~'-Ll.~~~ 
ach:::..:v~ whar: it::. na.s C-t"i e:d i~ va,_:.4 CO de for t:·_.,o dec.3.Ci.i:lS - na t~:in.ks t;O C~I!!' 
~ur=~nc chairrn.a..~ of ~~e 3~~~c~ canl<~ug Commi~ce:~-

r. u..: ~ 
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1« i:. m<r1t~' mm(I-'~). k b in~.Llc 
Ht>l l~nu{1loa emu "'ill \lf nil fYfr:l l1111hn' .. 
Whrn llit lk\Jhm.I hll1 eul~ng •rod ln;an 
iw..,.i.1U... 1~tl ·~ IJy fiJf lhr,li tn;A, 
Gm1i;< U1'1rr ...,11 t•'-e '"'t ni11t,...nJ. Ctll 
11 <1un-1mir1 ul H•k. [111 ii f!.}n~lr>f •I lht 

milknn.h.1m- !Jul oot ''"~l' or t.n4lhcr, ll)' 
(ll•~b)'f In liw b.IMU w.1in h.J l}lf 1Jlfl( 1.ruj 
lnl.rfUI Ill r~._,_., •l11ry, 

la k \un, thelt roi4·1Jlll'lllf' niu..1i;1u 
.,.,.,... f ~ nn'\C)ll\U1, too: (~ b lh«&f'CJ lh.l n 
11 "'1:ulj tc .. tw:iv-IK, •nd lul11 ikrlt.~..u 
VllT'it maic qulrli:I)'. f111 (\Jllll~ ~ I~ 
1Jic ut1it~ Ulfll.\.c ru11rr,11 m~h lJ'lfl 
~r ~ M'Mii. Mi ur-'14 malt 1/fi. 
cltlllly. la Jhtll1. OJMrllTICO nn ·a\111 ~fa 

·~ tt>t - t:a!'IPffilt1 '" aak. fitl1dttrcq1 Wwnilh. Uin:lrri1h1kin In 
ttv: ~~r.i.1~ lroul.Jiy 11 • ni:n:uaty t•rl, cl\JI 
~ (if'l ltc ..,.. llXY'&a.hlo.. i:u1lt1-«l1i11Cn 
fDIJk [11:111.~ allrJni lh~ p;•Jl'~ II'\• ..,_,,11, 
IKI. Tftt COlfllll)' W&l llr.! tnJJJI oNJ by fiJUll· 

tl.Jll1 p-u~ lo•Tr011r1. rnuadu:tu fTll aNl 
/ "'lnf<l ~ fir'li or0tt rJ h..oin::JJ WU lo 
rndi -M:nR ""U. tE ,,, n \li11111n C. I>i.n nl, 
(!1 t fpr.mdu Cll G.r.e1a I t.1~~11. ~vu!~ t>A~ 
bV~ IN lnl.J Cllf.W•I Jomi.a1i... ..-.n k 
nl ol\Ul arJ mtl h<.dic>l. bul It on 11<" L< 
lcurd1..J rnJ '"11l.;;10r. · 

To f"Om<~r opJ1"f fmr1u1win 1ll<\"ll"Ct1 

11nd slr.rttNl~ •mru.O;i lull ™"'e, 1t.c b;in~' 
Int 1¥i.1Cm mu4 lr""'f'!\nlt ~..w.Jro,a i>f 
lfu on..lnmtr, tl("n,~ I\ II b, 111111 lhc ~ 
,J .. 11-ml~lnf:" fimccl.1. Th~ hd1.-.I Drptali 
ln.ilernnlry C••fl'\rlllioi.n ncnll fv dn1r1ullud 
ll1h lnl'Cnllltt, &.lhrll In p ~nttnlll """~­
~ lhe ~h 1.t ·Hr.1ww \'Ill.Ir Ci.all'lmt1: 
t~~ IDH:'J. ~r.rlti1 Aalolft Tuk frm: Pf1\­
J'llaed •l\d rhtn auji~ly i..ct.dmoi • 
~~fnl: Kf:IJ""J.ln lhzil Wllll'ld fff!LIR ~ 
tu (U1tfik' a.11d r.lef:Tirht •II N t!>1it drp-al· 
111r¥e11 bc1~1oi11111itOi\W1n1111<,11 fundi. 

A hvll nf t·mnil.U1'(!Ped 1hl cll1111, r-~ ~ 
f "U\C ~r~l'l"I~ )f \Uf 1 u\Jrom~ wn • lutl !du 
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•11f~lr1 ""'~! fn"'t IHl<'ll<tJi. !~UO::~'D\.Ulm!"' 
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"'' ~ t\'1:\il.ill~l(I .... u.a.i he II.~·' Cl')'. CflA 
khahl JW! lhr flltlll~ IMI fl&11.lly ltf'Jl.lt• 
c-4 P~l'Uil h~IMlum h;nt: •n 111dipl'°'1 lol 
H rvt lunl nn.l!J ntidL To c\11hu tlftnf~l)i 
•~rnlin"'i~., wcllu~. 

G~ll&t t!;Hcy 11rr1i!i1 ~ tie«n (Hn•,ld lea 
thltn mrlh lrlf"lli.c.Crunmuoky llrw-:nm1r.I 
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lntihmmmunllyh .......... t>.c .111.i ._iyd.l)'.11 
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n( lls Ir.mu \f'\ .tll nf the c1•mm.mllltt ard 
Ml'•ri,:' 1dl 111 thit nU11lltuc~ Jt.Ll~'1f. 
lk>I, lll'ftfr•ll~, u \'.'( lnm~ lht dctnha cl 
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t1eklj;: t'li.acludon ~ol UiN. 

ln..it~ t1! «h:l•n\ln( flll11Mri'11f'S In 
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Umllrk;lk ~ fl'HI Ill" !(C&n. CM 
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s~n. ?hil Gramm (R-Texasl seems dct~~ued t~ sac~i~ice reform of this 
~=LL~c-::y'3 ou~d..i!.~ed banking laws ·~a cambati~g his pee pe@ve, the federal rule~ 
:hac ~11!'1~r~ tl::!.a.~ banks pu~ chei~ mon~y to ~ork in all 3egm~nte of t~eir 
c:::imml.L"li.ties. 

~o~ t!tat he hzts replaced fo:rmer Sen. JUfo~e C'Amato (R-N.Y.) a~ ch.a.i~an of 
the Houee Ea.nl<:ing Commi.tt~e. he b.a.~ pushed t~ough a bank deresu.lation bill c~ac 
~~ak~ns e..~s~i~ cccmn:in.l.ty-~~v~scm~t .::i.i.l~~. aiienacing che ccmmictee'~ 
o~mocratic l'!dnority ~d invi.ting ~ pr~3id~cia.I. ve~c. 

Mod..e:i:ni2ing Depr=saion-era b~ing ia~s is impar~ant: it b<UUta ar~ to adapt: co 
th~ dem.;i.mi~ o! 21sccen~i.ny fi:oan~~ (eve:c.. i£ bank reg-u.laeo:ry agencies h..il.ve 
m.an.aged to rei~terprec ~sti.ng law enough to give na.:J.Xs 30me .o.ceded lacitude) 
And ~~= cQmrnunityinve3tmeDt n.Ll.e~ hav~ hclFe~ ensure th.at ba.c.Jc~~a a~~ond to 
c:heir pcorest depcsiCors n~eqs, without ~ei.ng impo5sibly =u:~en~ome. 

G~arnm, ~ho blocked ~ ~romi~i~g bill l~a~ yea~ whe~ he ~~s a ~r~ member ot 
che cammic~ee, ple~g~d ~hen he became chairman to ~~n ea=ly p~B~age of a brcadly 
acc~pca.ble bill. ~ow he's Qball~xed tb.:!.ngs up ba~ly. 

For"=.:.:.nately. the Hou.se i~ dev~lq;ii.ng a. ccns@O.;aus bill th~c ai;ipe~:!! co ;i.c:h.!.;;ive 
ch~ essencial goal~ o~ refonn - allowing ha.n.k:i ~o engage mor@ tre~ly in 
sec:u.rit:.ie.s and insuranc'= bu;;iines3~s - t.Jit.hout: focl~sh addic:ions t.hat i~vic~ a 
~ell·d=s~=-vec p=Bsidential veco. 

It'9 not cl~ar whecher Gr~mm ca.ri even ge~ his bi~l c~=oug~ t~e Se~ac~. ·~~:~ 

cne baggase he ha~ loaded on~o it. If it doesn•c di~ ~~~~~. ch~ 8ous@-S~r.~c~ 

cott£e~~nce commictee ~hculd ~~cise Gr~mm's addi~~ons- T~~~ Congress ~a~ ac:~~~lly 
a.c~i eve · ... hott ii: ha~ c::-ied .:.=. vai~ tc do for c••o dec:::o.C.~ s - 110 t..:uink.'S t:a che 
:"l..l==en~ ci:.a~r:n~~ of the Sc2a~~ San.king Commi~t=~-

(4J034iO.'.l6 
!"'. UJ i 
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TX Banking-Gramm, Sjt,0633 
Gramm's stance on community lending dr<iws unwanted guests 

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

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

Last year, Gramm killed a sweeping financial modernization bill 
that would allow full-throtUed competition between banks, 
insurance cumpanies and securities firms because of the 
legislatlon's community lending provisions_ 

NGwly installed as chairman of the Senate Banking Committee, 
Gramm last month pushed through his committee a new financial 
modernization bill that would water down some aspects of community 
lending_ That bill, which diverges widely from a measure pending in 
ttie House, has drawn a veto pledge from President Clinton. The 
administration contends the Senate bill doesn't do enough to 
protect consumers and would harm community lending laws. 

Gramm's stance drew a visit Sunday from hundreds of protestors 
who massed 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. 

··1f they think they are intimidating him or the Banking 
Committee. they are very wrong," committee spokeswoman Christi 
Harlan said of the demonstration organized by National People's 
Action_ 

Gramm, who was home at the time. c!idn't address the activists, 
who eventually were shepherded away by police . 

.. I have no regrets," one demonstrator, Tommy Calvert of San 
Antonio, said Monday_ .. He refused to attend our conference. so we 
went to his house." 

Calvert. who is president of the Neighborhood Fir'St Alliance of 
San Antonio. cMdrged that Gramm has "sold his soul to the banking 
lobby.'" 

Community lending laws remain an important tool to ensure that 
people and businesses in low- and moderate-income communities have 
access to capital, community aetiyists say. 

But Gramm has voiced concem that the provisions are too 
onerous He also conlends the CRA, which allows community groups to 
r:omment on pending banking merger applic;;itions, provides a forum 
for those organizatiOns to demand concessions from banks in 
exchange for their silence. He has likened the practice to 
extortion. 

··Every small banker in America chafes under" the 1977 laws, 
Gramm said, insisting that the government shouldn't dictate to 
banks what people or companies they can do business with. 

Sut the head of the National Community R~investment Coalition 
and other activists say Gramm has vastly overblown reality. ··sen. 
Gramm is basing a premise on faulty information." NCRC President 
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John Taylor said in an interview. 
"We feel that there's this push to fix something that isn't 

broken,'' Taylor said. 
The president of the Independent Bankers Association of Texas 

acknowledges that while small banks are philosophically opposed to 
community lending laws, in practice the mandates aren't overly 
onerous. 

··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 1 can live with it."' 

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

.SUBJECT: TX 
Copyright (c) 1999 The Associated Press 
Received by NewsEDGEJLAN: 4/12/99 6:17 PM 
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League of United Latin American Citizens (LUUC) 
Jrf ~ican American Legal Defense and Educarional Fund (1'r!ALDEF) 
National Association of Latino Elected Officials (NALE OJ Educational Fund 
National Council of La Raza (NCLR) 
National Hispanic Housing Council (NHHC) 
National Puerto Rican Coalition (NPRC) 
Puerta Rican Legal Defense and Educatio_n Fund (PRLDEF) 

April 8, l gg9 

The Honorable Paul S. Sarbanes 
309 Senatt! Han: Offo::e Building 
United St;ues Simar~ 
Washington. DC 10510 

D.:ar Senaror_ Sarbancs: 

[4] Oll-1 i o.'.l6 

The under5igned organizations write: to ex.press strong opposition to tht: Financial Services Modernization 
Acr of 1999 115 re parted OIJt of the Senate B~nk ing Comm inee on March 4'h. The Act urou ld restructure 
the financial services industrjl in the United Stutc:s by allowing broad affiliations among banks. insurnnce 
companic:s, and sc:i;;uricy tinns. Currenrl:y, the: law strictly limits awnc:rship among different financial 
entities and between financial companies and commercial c:orporadons. The Act seeks to ease these 
resrrictions, wichaut commensurate expansion of the Community Reinvestmenr Act (CRA) to cover 
in:iuram::e companies, sec:urities tirrns, ruartga~e companies, and other financial em:ities allowed rn 
affi I inte with banks. The A~t would undermine ane of the most effective revitalization vehicles for 
underserved low-ini;;ome and minority communitii::s, includi.og Hispanic American communities across 
the country. 

We have found, a.nd ri.:search confitm'i, that all toa often rhe credit and finani:iat needs of these 
camrnunities are severely underservcd, Historically, many fmancial inscirutions have avoided investing in 
these communities due ta chtiir perceived higher level of risk. Unforrunaie]y, .. perceived higher level cf 
risk" is of.en code for ''low-income" or "minoricy." But the facts show that low-wcorne and minority 
comm unities are not inhc:n:ntly risld~r than orlier communities. In fact, rnost finWlc.i.il institutions find 
rh.:rn to b~ quite profitable, oni;;e they begin inV!!Sting in d-ii::m. Unfortunately, without the CRA. ma11y 
tinru1cial inscii-utions bave not and would not be encourugcd ro do so. 

A:i rbe darn show, Hispanics arc: the fastest-growing population in rhe United States. We~ il growing 
force in the expHnsian of homeownership and small business development, C\lt"o leading indicators of the 
economic well-being of this country. For exampla, between 1987 and 1992, Hispanic-owned business 
grew by over 76%, compared to 26% for U.S. businesses overall. Aci::ordirig re il 1997 Harvard srudy. 
"the nLirnbc:r of Hispanic homeowners has .'>bown the most spectacular rise" in rec~nt years compared to 

thar of Wh ires <Uld of othc:r minority group.s. Populntian projei::tlons forei;;ast Hispanics to be fhc largesr 
m inonry group in the U.S. by the year 2005, causing the U .S_ e:i;;onomy to be increasingly dependent o.n 
the i::on~inuc:d prosperity of the Hispanic Aml!rican community. Wichautrhe CRA, rhis growth may be 
impeded. 

As repcn:ed out ofrne s~ri:ne Clan~ing Cummiuc:c:, the rinuni;;inl Siorvii:~.:i Modcmfa:ation Ac~ af 1999 
would hinder that growth by Wi?a.kening cbe CRA in the following thri:c way::; First. a ··satisfacrory'' CR.'\ 
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raring i~ nm required in order for financial institu[ians to enjoy rh~ new powers afforded to chem by the 
legislation, thereby allowing bank9 to exercise their privilege, clVen if they are not meeting Ih~ credit 
nec::ds of the communities where they do bu:.incss. 

Second, banks receiving a "sa.tisfacwry" CR.A rating would b~ given a ''safo harbor" froni public 
comment on CR.A. performance. Since over 95% of banks receive a "satisfactory" raring, chis would 
undc:rrn in~ the effecciveness of the law by restricring a community's right to voice its experience witl1 
banks. While a ":3acisfac[ory'"' raring provides a helpful guide to ii. bank's over.::111 perform.ini::c:, [t m11y not 
provide iui rrccurate picture at the: neighborhood JeyeJ. 

Third, the Act propos~s to ~>.:empt all small rural banks (those with less than $100 million in il.'iSc~) from 
CRA. rhereby releasing 76% of all rural banks from their CRA abligarians. As with the snfe harbor 
provision, this 1J.ndennines the ~pirit and the df~i;tivcncss of tJ1E: law by ex.empting mcsr rural banks. Thi5 
'tllould have pitrticL1l<1tly i!dvcrse cons~9lrerices in low~incorne rnral cnrtJrn11nities wher<: nfren i:h~ only 
sourci: of crt:dit is a small bank. Moreover, researchers have found that small banks have 
disproportionately pcor CRA records c:omp<1r~d to larger banks. rllereby highlighting tht: need for CRA in 
rur::il c.omrnunitics .:io.d srnq[I towns. 

CR.A is one of the strangest incenti\1 es to cni:ourag~ investment in law-income 11Ild m irroriry comm un iries. 
Ov!!r the last C\Uc:nty-cwo yenrs, neighborhoods across the counrry have b~nefited from CRA-encournged 
investments. This his resulted in increases in homeownership and business developmenr.. leading to the 
rebirth of many .•~um::rican neighborhoods_ Ho\Vever, many communities remain underserved by capirsl 
and investment vehicles. For this reason, reinforcement, not weakening-, of CR.A is critically needed. Wr: 
urge you ta support du:: continued Sl~ngthenirig af America's communities by vigorously opposing the 
Financial Services Modernization Act of 1999 as reported out ofCamrnirree, a.nd supporting amendm~nts 
r:hat would strengthen the Bill's CRA pratec:cions. Thank you. 

Sincerely, 

Ri~k Dovalina 
National President 
League ofUnin~d Latin American Citizens 

Arturo Varg~ 
Ext:cutive Director 
N:\l.£0 fa)uL.:l:'.l[ior1'1I Fund 

Rurh Pa~irni 
E;o;.ecutive Director 
National Hispanic: Housing Cauni::il (NHHC) 

Juan Figuerou 
President and General Coun!id 

Antonia Hernandez 
Pri'!sident and General Counsel 
MAL.DEF 

Raul Yzaguirre 
Presidi:::nt and Chief Executive Officer 
National Council of Li Raza (NCLR) 

Manuel Mirnb:il 
President and Chief Executive Oftker 
National Puerto Rican Coalition (NPRC) 

Puerto Rican Legal Defense and Edui:::i.rion Fund (PRLDEF) 


