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_ As the executive dmector of the Maryland Center for Comumunity Development‘]
‘urge; you to make significant changes in the proposed "sunshine” regulations. I pd
=apperec1ate that the federal banking agencies had a difficult task of

dcvelopmgregulamns for a confusing statute. And I appreciate that you have

taken sﬁeps ‘reduce the burden for neighborhood organizations, banks,a nd

‘other pamas mterested in community development.

How‘ever I believe that the sunshine statute strikes at the heart of the Community
'Remvestmexlat Act (CRA) and the significant good work that has been done in

fbmldm woxlkmg relationships between community organizations and banks. The
‘essence ',of the Community Reinvestment Act is encouraging members of teh

‘general pubhc to-articulate credit needs adn engage in dialogue with banks and

‘federal ﬁ’ankmg agencies. CRA stimulates collaboration for the purpose of

jrevnahzmngi inner city and rural communities, and meets a market that would not
otherw1se be recognized. I have seen the good that it can do, and how it helps the

bank-s a§ wel as the communities. The sunshine statute, but making CRA-related

speech sruSpect, threatens to reverse more than twenty years of bank-community
pa:mershlps land progress.

The gunshme statute requires banks, community organizations, and a large number
of other| lEa.rt:es to disclose private contracts to federal agencies if the parties

engage solcalled CRA "contacts” or discussions about how to help the bank

make mom loans and investments ain low- and moderate-income communities.

As a pn‘llate sector organization that does those discussions nearly every day as a

ligison tagetwe?cn CDCs and the lending community, I find it troublesome that [ have
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to dlscldse ajcontract I bave with a bank and provide detail on how I spent grant
. or loan dqlldrs unider the contract beyond what I am doing already in my

respthbehty as a nonprofit corporation reporting to the public. The result will be

fewen loans and investments reaching the communities I serve. My job, and those

of other

rnonproﬁt orgamzatmns and of the banks, will become more difficult.
|

: : ﬁe éf the profound damage that the CRA contact portion of the sunshine
provision

:cause, MCCD asks that the federel banking agencies refrain from

1mp1eme'nt1 the CRA contact rules until they have sought an opinion from the
Depti. of! Justllce s Office of Legal Counsel regarding its constitutionality. It would
be nearly impossible for me to report to you every conversation with a bank that I
have about How they could improve their work and business in the communities in
Ma.ryladd, l ess you will permit me to simply mail you my daily calendar book?
Even if 1 1:r1e,d to differentiate which conversations were initiated by my office
mstead q:f b)‘ the ﬁnanclal institution it would be nearly impossible.

551

'bankmg'

nst&d of using CRA contacts as a trigger for disclosure, I believe that the federal
age cies should revise their material impact standard. MCCD believes

that a CRA g gremnent or contract should not be required to be disclosed unless it
requlreslabaﬂk to make a great number of loans, investments, and services in more

than one
agreeme;
loans, in

of its markets. The federal banking agencies have propsoed that
nts are subJect to disclosure if they specify any level of CRA-related
vestments, and services. But only a higher number of loans and

investments in more than one market is likely to have a material impact on 2 CRA
rating or a decisiqn ona merger application.

: The agency interpretation of material impact will result in an unweildy regulation.
Sxmply )but, hundreds or thousands of small contacts with community development
orgamzdtlons and others may have to be disclosed, reported on, monitored, etc.

This lis d ndlk:ulous burden for a grant of a couple thousand, or for a few small
loans. |
I
L MC D receives grants from banks that want to support our work, and that know
that the | work we do in building the strength of the community development

mdustry

is gpod for them, builds their base for loans and investments. I already

report on thdse grants in my regular organizational reporting to the federal

goverm:
should be
corpm‘at
secured

lent the §tate government, and to my public here in Maryland. That

ciént. MCCD recently was approved for a line of credit from a bank for our

e bank account, for cash flow/over-draft protection. I have no way of knowing whether I
a fa%rable rate on that and whether it was because of CRA or because they valued my

organization| as a customer and a community entity. Would I have to report that to you each
year? ' |,

Under the procedures of general operating grants, MCCD asks the F ederal

agencies to specify in the final regulation that the use of IRS Form 990 is an
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-aoceptabl jans of disclosure. In their preamble to the draft regulation, the
fedéral ag Les state that the 990 form provides more than enough detail for
: sansfymg ch.sclosure requirements. Codifying the use of 990 forms would simplify
| repomng requxrements and reduce burdens for nonprofit organizations that are
very famﬂxaf w1th the 990 ‘and complete it currently.
I
: : The ﬁubhc record from the Congressional deliberations over the
Gramm-Leanh-Bhley Act support the use of the IRS 990 form. The Ma.nager s
Ieport aécompanymg the legislation states that a Federal income tax return is an
acoeptable rrreans of disclosure. In addition, Representatives Jim Leach (R-IA)
and John LaFalce (D-NY) engaged in a colloguy on the eve of the House vote on
Gramm-Leach-Bhley in which they cmphasmed the use of Federal income tax
retums as sa;asfymg the disclosure requirements.

MCG‘D also supports the proposed reporting procedures for specific grants. Ifa
nonproﬂt or anization received grants or loans for a specific purpose such as
purchzsmg mputers or providing financial literacy counseling, the nonprofit
orga.mzatw should be able to comply with the disclosure requirement by
descnbmg the specific activity in a few sentences.

MCGD also agrees with the Federal agencies that non-governmental parties
should not bi: requlred to submit annual reports during the years in which they did
not receive glrants or loans under any agreement. While other organizations may
have recelveﬂ .grants or loans under the agreement, it would be logistically
1mpractxcal q’or the negotiating party to report on how the grants and loans were
used by the mther parties. It is also unrcasonable for the non-negotiating parties to
be required ‘report since they may not even be aware that they received grants
or loans because of a CRA agreement. Unless the bank tells them they may not
know. In many cases, large banks may be making relatively small grants to
hundreds of cominunity groups over a multi-state area as a result of an agreement
negonated b?f a reglonal or national organization based elsewhere.

W'h.llLE it may be impossible for the so-called sunshine provisions to be
non-meddlesomef I believe they could be made much less intrusive and less
burdensome; We urge the federal banking agencies to adopt these suggestions for
streamlm:hg the sunshine regulation. We must also add that we will be doing what
we can to repeal this counter-productive statute, so that the private sector will not
be burdened withi disclosure requirements simply because they want to do
busmess in and help to revitalize traditionally underserved neighborhoods.

Sincerely,

<R &Lﬂ%\m\ﬁ —

Becky Sherblom
Executive Director




