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March 22, 2004

Dear Sir or Madam:

As 4 community banker, I strongly endorse the federal bank regulators’ proposal to increase the asset size
of banks eligible for the small bank streamlined Community Reinvestment Act (CRA) examination from
£250 million 1o $500 million and elimination of the holding cotnpany size limit (currently 81 billion). This
proposal will greatly reduce regulatory burden, 1arn the CRA officer of First-Lockhart National Bank, a
$108,000,000.00 bauk located in Lockhart, Texas,

The small bank CRA examination process was an excellent innovation. As a comumunity banker, 1 applaud
the agencies for recognizing that it is time to expand this critical burden reduction benefit to larger
community banks. At this critical time for the economy, thig will allow more community banks 1o focus on
what they do best — fusling America’s local economiss. When a bank must comply with the requirements
of the large bank CRA evalnation process, the coste and burdens increase dramatically  And the resonrees
devoted to CRA complignce are resources not available for meeting the credit demands of the community.

Adjusting the asset size limit alse mors accuraisly rellevls siguificant cliauges and consolidation within the
banking industry in the last 10 years. To be fair, banks should be evaluated against their peers, not banks
hundreds of time their size. The proposed change recognizes that it's not right to assess the CRA
performance of a $500 million bank or a $1 billion bank with the sams exam procedures used tor $500
billion bank. Large tanks now stretch from coast-to-coast with assets in the hundreds of billions of dollars.
It iz not fair to rate 2 community hank nsing the same CRA examination. And, while the proposed increase
is a good first step, the size of banks eligible for the small-bank streamlined CRA examination should be
creased to 52 billion, or-at a minimum, $1 billion.

Ironically, community activists seein oblivious to the costs and burdens. And yet, they object to bank
mergers that remove the local bank from the communiry. This is contradicrory, IF communlty groups want
to keep the locals banks in the comumunity where they have better access to decision-makers, they must
recognize that regulatory burdens are strangling smaller institutions and forcing thern to consider selling 1o
larger institutions that can hetter manage the burdens.

Inereasing the size of banks eliglble for the small-bagk streamlined CRA examination does not relieve
bunks [rom CRA respuasibifities. Sisce the survival of many community banks is closcly intertwined with
the success and visibility of their communities, the increase will merely eliminate some of the most
burdensome requirements.

1n summary, I believe that increasing the asset-size of banks eligible for the small bank streamlined CRA

examination process i an important first step to reducing regnlamnry burden. Talso support eliminating the
separate holding company qualification for the streamlingd examinarion, sincs it places ymall community
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banks that arc part of a larger holding compony ot & disadvantage to their peers. While cormmunity bank
still must comply with the general requirements of CRA, this change will eliminate some of the most
problematic and burdensome elements of the current CRA regulation from community banks that are
drowning in regulatory red-tape. 1 also urge the agencies 1o seriously consider raising the size of banks
eligible for the streamlined examinytion to $2 billion or, at least, $1 billion in assets to better reflect the
current demographics of the banking industry.

Keénneth 1. Sneed
KLS/ib
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