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Dear Sirs and Madams: 

The Chase Manhattan Bank, Morgan Guaranty Trust Company of New York and their 

bank affiliates (collectively, “JPMorgan Chase”) appreciate the opporhmity to comment upon the 

Aavance lvorice or 

Federal Reserve Board (“Regulation BB” or “the Regulation”), which implements the 

Community Reinvestment Act (“CRA”). 



It has now been six years since Regulation BB was amended significantly and sufficient 

time has elapsed to permit an evaluation of the changes from an objective perspective. 

JPMorgan Chase believes that, overall, the Regulation has worked very well and commends the 

bank regulatory agencies (the “Agencies”) on their difficult work in overhauling the prior version 

of the Regulation. 

JPMorgan Chase does not believe that major CRA reform is necessary. The comments 

below, however, are intended to suggest ways to reorganize the Regulation so that it remains 

current with changes in the banking environment, the economy and community needs since its 

overhaul in 1996. Guiding principles underlying JPMorgan Chase’s suggestions are: 

. to sustain the letter and the spirit of the CRA for the long term; 

n to provide more flexibility to institutions to create unique CRA programs that are 
both responsive to local credit needs and aligned with the institutions’ distinct 
business strategies; 

= to reduce paperwork and other regulatory burden; and 

9 to create a meaningful incentive for banks to achieve “Outstanding” ratings. 

The major component of JPMorgan Chase’s comments is a recommendation to reorganize 

the Regulation, while maintaining ah of its components, into a two-part test that aligns the 

Regulation both with the core businesses of retail banks and with specific community 

development efforts. Under this reorganization, the Regulation would be comprised of a Retail 

Banking Test and a Community Development Test. As more fully described below, the Retail 

Banking Test would include retail lending (mortgages, small business and optional consumer) 

and retail banking services; the Community Development Test would include community 

development lending, community development investments and community development 

services. 



The purpose of this recommendation is to achieve long term sustainability for CRA,‘from 

both a public policy and business perspective, so that it will continue to impact positively low- 

and moderate income (“LMI”) communities and households. The Regulation’s foundation is 

strong, but it needs some renovations to enhance its value in the years to come. 

1. Large Retail Institutions: The Lending, Investment and Service Tests Should be 
Reorganized into a Retail Banking Test and a Community Development Test and 
Banks Should be Given Flexibility in Determining the Weight Each Test Will Have 
in Their Evaluation 

Do the regulations strike the appropriate balance between quantitative and qualitative 
measures, and among lending, investments, and services? If so, why? If not, how should 
the regulations be revised? 

Many institutions consider that the Regulation is first and foremost a “numbers game.” 

The CRA performance of a bank is measured quantitatively against local market demographics, 

the bank’s prior performance and the performance of peer institutions. Qualitative initiatives are 

often considered enhancements that may mitigate weaknesses in an institution’s quantitative 

performance, but they do not seem to carry as much weight as the quantitative measures. For 

example, the retail branch distribution network is evaluated quantitatively and is given great 

weight in the Services test rating. But the community development portion of the Services Test, 

which often accounts for a significant portion of an institution’s qualitative initiatives, may not 

receive the same amount of weight. Some banks are concerned that the amount of weight given 

to community development services is too far too small relative to the amount of resources 

institutions dedicate to providing them and to the positive impact they have on communities. 

While the qualitative measures are factored into the CRA rating, they may not always get 

sufficient weight compared to the quantitative measures. It is unlikely or rare that they would be 

given sufficient weight to increase or decrease a CRA rating. Because there is no incentive for 

an outstanding CRA rating, some institutions are beginning to question whether their qualitative 
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