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Attention: Community Reinvestment Act Regulations 
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Dear Sir or Madam: 

As part of an interagency effort to elicit the views of industry management concerning the “Joint 
Advance Notice of Proposed Rulemaking” regarding the Community Reinvestment Act (CRA), I 
joined with personnel from the Kansas City and Minneapolis Federal Reserve Banks and the FDIC to 
hold focus group meetings. The meetings were held in Denver, Colorado; Kearney, Nebraska; and 
Pierre, South Dakota. 

We were attempting to discern the special problems that these institutions might confront in managing 
their CRA operations in different types of lending areas. We wanted to obtain comments regarding the 
CRA regulations and their impact in serving “high cost” areas, rural communities and those in which 
Indian reservations are located. We found that in many respects the institution managers had similar 
concerns. 

I have attached comments received at each of these meetings as well as a list of the participants at each 
of the respective meetings. If there are any questions concerning these comments please contact me, 
Dave Whittaker, through my regional oflice at (972) 277-9567. 

/s/Dave Whittaker 

Enclosures 



CRA Focus Group 
High Cost Areas 

Denver 
September 14,200l 0 15-L 

Attendees: 

Tracy Stanfield -Alpine Bank 
Glenn Smith -Wells Fargo 
Linda Tinney - US Bank 
David Kelly - FirstBank 
Karen Hemressy - WestStar 
Michael Martinez - Vectra 
Veronica Ware - Commercial Federal* 
Anne Lovett - Citywide Financial 

Ariel Cisneros - FRB 
Andrew Thompson - FRB 
Jeni McCormick - FRB 

* OTS regulated entity 

OTS personnel were not able to attend due to travel problems caused by the September 11” 
attacks in New York City. 

To Change or Not to Change? 

In summary, every banker at this session voiced the opinion that the regulation should not be 
overhauled. The bankers believe that the CRA works well as is, although they provided several 
suggestions for minor revisions. 

Performance Context 

The bankers saw the performance context as the single most important piece of a valid CRA 
assessment. 

Many were dissatisfied with the level of understanding that examiners have of their performance 
context, or their willingness to view certain performance issues through that context. 

Perrormance context issues can vary dramancally tram one area to another (Aspen/Vail “high 
cost/income” vs. Cedaredge/Delta “mixed income”). These differences are not so marked 
usually moving from one MSA area to another. There are greater differences between rural areas 
being compared than there are in MSAs. 



Larger banks with presence in higher population areas have little incentive to worry about CRA 
in high cost or rural areas where they may have branches. The examination, due to performance 
context issues, will be driven primarily by the MSA considerations. 

There was some discussion regarding allowing the performance context to define the “weights” 
given to lending, investments, and services. (i.e. - if there are no investments available in an area 
then allow a greater weight to be placed on one of the other factors) However, several bankers 
were uncomfortable with the added subjectivity this would introduce. 

Communitv Development 

The bankers suggested that community development (CD) may be weighted too heavily and that 
certain CD provisions should be modified. There was not an overwhelming feeling that the 
actual definition of community development be broadened. 

Performance context issues are critical in community development assessments in high cost 
areas. For example, moderate-income homes in these areas can reach $350,000. The bankers 
felt that there was an over-reliance on HUD-generated income figures in the CRA analysis to the 
exclusion of performance context issues. 

Similarly, there seemed to be support for titting CD limits into the definitions set up by the 
communities. For example, if someone qualifies for deed restricted housing, even though the 
cost may seem more than a low-mod person might be able to afford, these should count toward 
community development. 

The banks were frustrated by what they see as excessive documentation requirements to prove 
that an activity meets the CD definition. 

CD Loans: 

The bankers believe that the current regulation inaccurately captures their CD lending efforts by 
capturing them first in other applicable areas. This is most common in the non-Metro banks 
where there are limited community development lending opportunities. There was the feeling 
that the “double-counting” exception for multifamily housing should be expanded to single- 
family homes and to small business loans. As an alternative to double counting, the bankers 
suggested that they should be able to classify these loans as CD loans instead of the default 
(HMDA or small business) or as either based on their choice. 

The bankers felt that their efforts in providing loans (and investments and services) to employees 
esses in nign cost areas do not get sutticrent credrt. Some consrderatron on an economic 

development level is warranted because the businesses wouldn’t otherwise be able to exist. 

The banks expressed concern that loans to employees (who would be considered low or mod- 
income) in high cost areas actually count against them because in the areas where these workers 
reside, they are often middle-income earners. 



In high-cost areas, the primary purpose test often fails with regard to employee housing. Usually 
these communities require the provision of employee housing as part of the approval for other 
development. For example, if a developer is building 10 market-priced units, the municipality 
may require that they also add 4 employee-housing units. While critical to the economic health 

of the area, these efforts go uncounted as far as CRA efforts because they fail the primary 
purpose test. 

More distinction should be made between low-income borrowers and those who are under the 
poverty level. The bankers felt that they were often held to match the low-income ratios exactly, 
even though this wouldn’t make sense from a safety and soundness perspective. 

Much of the lending activity in these banks is consumer related. However, even when they 
collect data and ask for it to be considered, the bankers felt that this area receives little 
consideration. 

The bankers stated that there is a difference between employee housing (which community 
leaders and the banks agree is a huge need) and low-mod housing (which doesn’t exist and isn’t 
really allowed to exist.) Areas such as Vail have not allowed moderately priced housing to start 
in that area. Most Vail workers live in areas such as Cedaredge. They feel that the regulation 
should allow for consideration of employee housing in these areas, rather than focusing more 
exclusively on low-mod housing. 

The bankers wanted to see CD loans included on the FFIEC disclosure statements. Specifically, 

the disclosure statements now only include summary data with no geo-coding information. 

CD Investments: 

There is no infmstructure in many non-Metro areas to make community development . . 
investments possible. 

As with CD services, in small communities, the institutions have an extraordinary amount of 
competition with other banks to divvy up the pieces of an often-small pie. “Community banks 
are tripping over each other trying to get the limited opportunities.” 

Because of the limited investment opportunities in many non-Metro areas, the bankers suggested 
adding additional flexibility to the regulation in those circumstances. They suggested even 
adding alternative activities that banks might engage in that would help offset the lack of 
investment activity. They also suggested “credit” for trying, or some baseline rating, if no 
opportunities exist. 

Recommendation made to strike the criteria for “innovative and flexible.” The bankers felt that 
often the community needs can be at least as well met if not better met by simple straightforward 
investments. Additionally, there is considerable subjectivity in determining what is innovative or 
flexible. For example, something may be innovative and complex for one institution, but not for 
others. 



CD Services: 

It is difficult to find services that are “targeted” to low-mod people in many small communities. 
If the community sees a need for a service, it is most often open to anyone in the community. 

In non-Metro communities, the assistance of non-profit partners is limited. Therefore, it is more 
important to provide the actual services than to give money to someone else to do it. However, 
because these services are often not related to the banker’s financial expertise, these activities 
receive no credit. 

One banker recommended de-emphasizing branch openings and general branch locations since 
so many alternative delivery methods are now available. 

The bankers felt that affordable housing grants should be given more credit than simply as a CD 
service. They stated that these grants take considerable time and energy. One banker mentioned 
that the FHLB is finding few participants in this program because of the large investments of 
time coupled with very low CBA return. 

Dam Collection 

Some alternative should be developed for dealing with PO addresses in rural areas. There are 
often no physical street addresses available. 

Examination Process 

The bankers feel that examiners, in general, need to have more expertise in high cost/rural/Indian 
country issues. They hinted at having “specialists” for these areas that could provide more 
performance context implications to the overall exam. 

Some of the bankers condoned adding more specific guidance to examiners in the exam 
procedures, rather than in the regulation, regarding banks that do not fit the “typical” mold. 

The bankers were frustrated by the unofticial ratios used by the OCC in determining ratings. 
They feel that if ratios are to be used (which they generally did not advocate) they need to be 
formalized. 

The bankers felt it was unfair to limit the number of “outstanding” institutions just because a 
-‘quota” nad already been nlled. 

For banks with multiple assessment areas, the bankers thought that an overall weighting of 
specific areas (which they said is what examiners typically do) contradicts performance context 
issues. 



The bankers felt that uniform application of the CRA regulation to all banks regardless of 
regulatory agency is currently lacking. 

One banker suggested that the regulatory agencies should have more information about what 
investments are available rather than relying on the bank and community contacts to supply this 
information. 

Other Recommendations 

Eliminate the requirement to have CRA tiles in all locations. While there is very low usage of 
these files by the public, the administration and maintenance on these tiles (not to mention 
supply costs) is a resource drain. The banker recommended having one copy maintained at a 
given location with the requirement that all requested documents be sent to any requester within 
a given time frame via a choice of delivery options. 

FFIEC should “do” the performance context for each market and then get the buyoff of the local 
banks. 

Other industries should be subject to CRA requirements as they are in direct competition with 
banks. 

The bankers felt strongly that letters of credit should receive CRA consideration. They 
mentioned specifically, how important these letters are in the realm of community development 
lending. They also indicated that this was of major significance in high cost areas, particularly. 
(LOCs actually are permitted in some instances.) 

The bankers recommended that automated underwriting concerns should be addressed as it 
becomes more commonplace. Specifically, the bankers expressed concern over the collection of 
revenue and personal income. They feel that automatically excluding these loans from 
consideration would skew their actual performance, yet they feel that collecting this revenue and 
income information works against the cost efficiencies of credit scoring. 

One banker recommended changing the baseline of non-Metro state median income to county 
income. This would make the analysis more reflective of the bank’s actual assessment area and 
would preclude the requirement for banks in high cost areas from keeping two sets of data; one 
for non-Metro to track actual performance and another from county to explain performance 
context. 

une banker suggested that me strategic plan optron leaves too much uncertamty for the bank 
with a 3 to 5 year window. Another suggested that this evaluation method should be eliminated. 




















