H.R. 3952, THE PROMOTING COMMUNITY INVESTMENT ACT

Representative Jeb Hensarling

H.R. 3952 amends the Community Reinvestment Act (CRA) of 1977 to allow federally insured banks with less than $1 billion in assets to be examined as small banks by the federal banking regulators.  Small banks are not subject to the three-part CRA exam (lending, investment, and service).  Rather, they are only subject to the most heavily weighed CRA requirement, lending.  A streamlined small bank CRA exam can save an institution 40% in compliance costs.  These are savings that will be returned to these communities, improving loan availability and services for bank customers. 

· Regulatory compliance is often the most costly and time consuming aspect of a small bank’s operation, with CRA compliance frequently cited as being the most burdensome regulation.  A small bank typically spends more than $80,000 annually just to comply with CRA regulations alone!  

· H.R. 3952 would provide regulatory relief for institutions in nearly every community throughout the nation.  According to the FDIC, there are 1,644 institutions with assets ranging from $250 million to $1 billion.  That is 1,644 communities that would benefit from better service from their financial institution.  
· The recent trend in large bank consolidations will indeed help lower costs and increase banking services and accessibility for many consumers.  However, many Americans live in areas where these larger banks do not have branches or otherwise operate.  Community-oriented banks play a vital role in providing these consumers with the banking services they need, whether that be a car or home loan, a small business loan, or funding for a college education.    

· Banking has changed dramatically since CRA was enacted in 1977.  American innovation, along with increased industry competition, has created credit opportunities today that were not imaginable years ago.  American consumers of all income levels have access today to the lowest cost and most readily available credit in the world.  

· It is imperative that Congress continue to examine the regulatory burdens placed upon our financial institutions and seek ways to improve and modernize outdated regulations.  If we cannot determine the reason for any existing regulation in a modern marketplace, we have a duty to eliminate that burden and allow banks to properly adapt.  

· With the dramatic increase in non-prime lending over the last 10 years (from $50 billion to $250 billion), more previously underserved communities have been able to access loans of all types, helping to fuel America’s record homeownership rate.  Congress must continue to search for ways to help free up more capital for our local lenders, and allowing a streamlined CRA exam for more small institutions would do just that.    

· While many consumer groups claim CRA has been instrumental in providing loans to low income people, no concrete evidence exists to prove that this has occurred or that this law has even served its original purpose.  Additionally, no proof exists to show any sort of “anti-poor conspiracy” has taken place among financial institutions in recent years.  

· Banks of all sizes deserve certainty from their regulators.  Raising the small bank threshold will help those banks that are experiencing significant growth within their communities by ensuring that they can allocate their resources appropriately for the future.  
To cosponsor H.R. 3952 or for more information, please contact Gerry O’Shea at (202) 225-3484







