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Thank you, and good morning. I'm Verne Istock, Chairman, President and CEO of First
Chicago NBD, and with me today is John McCoy, Chairman and CEOQ of BANC ONE
CORPORATION.

The banking business, even when you’re talking about banks the size of the new BANK
ONE, is an intensely local business. As with customers, you have to understand the
needs of your communities, and then try to design solutions that will work.

This doesn’t happen quickly or easily. It takes time, effort and commitment. It takes
bankers who know their communities, who care, and who get involved.

At First Chicago NBD, we have had a long history of community commitment. Over
time, we have built solid working relationships with organizations that know and
understand their neighborhoods and who can partner with us to design products and
programs that respond to community needs.

It’s pretty obvious that we can’t please everyone, but those organizations that have
chosen to work with us have found us to be good partners. We’ve learned a lot from each
other, and together we’ve achieved meaningful results.

Let me quote from a letter from Sokoni Karanja, president of the Centers for New
Honzons here in Chicago that really captures that spirit. He writes, “This partnership, in
my 30-plus years of community development experience, has been a unique one, for no
other lending institution I have worked with over the years has demonstrated the capacity
to first listen to the community, and then, find ways to make philanthropic as well as
‘strictly business’ investments that generate ‘wins’ to both the community and the bank.”
There’s a synergy between what we do that’s “strictly business,” as Dr. Karanja puts it,
and what we do because these are the communities where we live, work and raise our
families. We recently published a booklet titled “Your Community/Our Community” that
highlights some of the ways in which First Chicago NBD supports its many communities
and I've submitted a copy for the record.
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We are especially proud of our record of lending in our major urban markets, Chicago,
Detroit and Indianapolis. In Chicago and Detroit, for example, we are by far the largest
locally based small-business lender. In Indianapolis, we are the leading SBA lender, and
we are the number-one participant in Capital Access programs in Michigan, Illinois and
Indiana. We're also a leader in mortgage credit in all three markets.



First Chicago NBD has developed many innovative lending practices to serve the needs
of all apphicants. For example, we offer a number of flexible mortgage loan programs
that include either down payment assistance or support for closing costs. Our
“Community Pride” loan is targeted to households with less than 50 percent of median
family income. This loan can be used for home improvements, new or used car
financing, or as a home equity loan for any purpose, including business development and
education.

Sometimes, traditional bank lending isn’t enough. We have chartered community
development corporations that can also make direct investments in community projects.
In Detroit, for example, our CDC partnered with the City and a local hospital group to
develop Virginia Park, a subdivision of new single family homes in the core city.

We have for 15 years been an active participant, and are the largest investor in Chicago’s
Community Investment Corporation, a non-profit mortgage banking organization that
specializes in affordable housing development. In July, CIC announced a $500 million
loan pool — the largest in the Midwest — including a $100 million “flex-fund,” to finance
deals that stretch the limits on what we can accomplish in distressed neighborhoods.

And we’ve been an important partner in the Indianapolis Neighborhood Housing
Partnership, providing leadership in operating support and participation in affordable loan
pools.

Microlending 1s an important tool to spur business development, and one we’re using
throughout our business areas. Through support of non-profit lending organizations, such
as ACCION in Chicago, the Detroit Entrepreneurship Institute, the Lake County Small
Business Center, and the Collier County Economic Development Council in Naples,
Florida, First Chicago NBD is helping to strengthen our communities by giving
entrepreneurs a start,

Education is an important priority for us, and we’re particularly interested in programs
that promote financial literacy. Through a program called “Credit: Tool or Trap?” NBD
Bank in Michigan teaches high school, community college and adult education students
about the power of using credit wisely. This program is offered in partnership with non-
profit organizations and churches throughout the state.

We sponsor more than 130 in-school banks in Michigan, Indiana and Illinois, where
grade-school students learn money management, math and employment skills.

The merger of First Chicago NBD and BANC ONE CORPORATION is a “merger of
equals.” Neither company is “taking over” the other by paying an extraordinary
premium. We think that’s important, because it means that we don’t have to do the kinds
of extraordinary cost-cutting that could damage our franchise, hurt our employees and
compromise our ability to serve our communities. Certainly, there will be efficiencies,
and, yes, we will reduce costs, but this merger is about growth.
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And that growth benefits our customers, our employees and our communities as well as
our shareholders. It promotes innovation — the creation of new and better products and
services. It allows the creation of new jobs, including many at entry levels, and the
opportunity for achievement and advancement. And growing earnings allow growing
support of communities.

I know that when companies merge, communities always fear loss of support. We heard
that concern when First Chicago and NBD merged three years ago. But, as the earnings
of the combined First Chicago NBD Corporation have grown, so have our contributions
to the civic, educational and cultural institutions of all our communities.

Whether it’s lending, investment or philanthropy, it means being part of the community,
being involved, knowing and understanding its needs, its hopes and its dreams — and
being part of making it all happen.

And that’s our goal for the new BANK ONE,

Now it’s my pleasure to introduce my colleague, John McCoy.



JOHN B. McCOY TESTIMONY

Thank you, Verne. BANC ONE couldn’t be more pleased to join with First Chicago NDB in
creating the new BANC ONE. Veme has talked about some of the strengths of First Chicago and
I would like to talk about a few of the great things BANC ONE will bring to the table. The first
of these is our legacy of innovation. BANC ONE is an entreprencurial company. Thirty-two
years ago in 1966, we introduced the first credit card outside California and in 1971 we launched
the first automatic teller machine in the nation. Eight years later, in 1979, we experimented with
one of the first home banking systems. Today credit cards, ATMs and home banking are
commonplace. BANC ONE’s culture of innovation has created important new products and
services in all lines of business including community reinvestment. Some of the CRA products
may even seem commonplace today while other leading edge initiatives could become

tomorrow’s standard.

CRA at BANC ONE means business - it means designing products that meet the needs of our
customers and constantly refining them to make them better - more affordable and more
accessible while providing a fair return to the shareholder. Today, you will hear many success
stories from our markets, where we continue to innovate, and also from our partners who are
working with us to find new ways to finance affordable housing and small business. Our CRA
record is one we are proud to stand on and I think you will agree that BANC ONE’s .

entrepreneurial spirit has elevated this record to one of distinction.



I’d like to review just a few of our singular achievements. In 1987, BANC ONE was one of the
first banks in the nation to finance a project utilizing low-income housing tax credits. Over the
last eleven years we have refined our expertise in this area so that today we can deliver direct
assistance to projects which could not otherwise be accomplished because of their size or
complexity. These projects include the rehabilitation of a former crack house in Wheeling, West
Virginia across the street from an elementary school. With BANC ONE’s technical and
investment support that crack house is now a three unit affordable housing project utilizing low

income housing tax credits. This project may rank as the smallest tax credit deal in the country

but to the kids and parents in Wheeling, its huge.

In Louisville, the City struggled for twenty years with a severely troubled HUD Section 8
project. After entering Louisville market in 1992, BANC ONE’s community development team
went to work with the City, HUD and a private developer to create a solution. The turning point
was an $8.8 million bridge loan structured by BANC ONE and participated to more than thirteen
lenders. Following our entry into Delaware, BANC ONE was approached to provide the
expertise and financing for an affordable housing project serving low-income chronically

mentally ill residents of Wilmington. This project is now underway,

In Colorado, BANC ONE resources are assisting the Southern Ute Indians in developing fifty
single family homes which will be available on a lease-purchase basis to low income members of

the tribe.



Elsewhere, our CDC designed a small loan program to provide long term fixed rate financing for
small affordable multi-family projects but lacked a way to deliver the product efficiently. We
teamed up with the Wisconsin Housing and Economic Development Authority and put together a
partnership where WHEDA markets and underwrites the loans while BANC ONE’s CDC
provides the funding. Together, BANC ONE and WHEDA share the risk. Together we created a
delivery system that is a win-win for BANC ONE and WHEDA. The people of Wisconsin are

the beneficiaries. We are now exploring opportunities to take what we have developed in

Wisconsin and roll it out in other Bank One states including Kentucky, Texas and Illinois.

In the small business arena, BANC ONE stepped forward to pilot the SBA’s Fastrack and Micro-
Loan programs. Today, BANC ONE is recognized as a national leader in both programs and has
an established reputation as a leading micro-enterprise expert. BANC ONE is generating more
SBA Micro-loans than any other bank in the nation and has established a network of micro-
enterprise experts-extending from Milwaukee all the way to Mexican border. Recently, these
experts joined BANC ONE in Cleveland to help the City reinvent their local micro-lending

program. In another first, BANC ONE is the lead investor in Capital Across America, the first

small business investment company focused on providing capital to women-owned businesses.

There are two special ingredients in BANC ONE’s recipe for a successful CRA program. One is
knowledgeable employees who devote all of their time and expertise to designing sustainable and
profitable solutions that meet community credit needs. The other is strong and respected local

partners who are knowledgeable about their markets and share our commitment to sustainable
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solutions. At BANC ONE, community needs represent business opportunities and collaboration

creates customers.

Finally, I would like to take a moment to address a concern which has been expressed by certain
community groups during the comment period. As you know, BANC ONE has entered a
partnership with HomeSide Lending to provide servicing for Banc One Mortgage Corporation
loans. The servicing of our portfolio by HomeSide does not negatively impact BANC ONE'’s
loan origination business. The new BANC ONE will continue to originate mortgage loans and I
think 1t is important that this be clearly understood. In fact, we recently entered a new
partnership with Self-Help to assist low income and minority home buyers in all of our bank
markets. This new program is a joint initiative between Fannie Mae, the Ford Foundation and
four lenders to generate 35,000 affordable mortgages over the next five years. This program is
focused on serving home buyers who have difficulty meeting conventional lending standards
because of inadquate savings or weaker credit. While HomeSide will service the loans, BANC

ONE will be the originator.

We are excited about serving new markets - new places where the next CRA innovations may
develop with new partners. We look forward to sharing our expertise and to learning from new

partners in Chicago and Detroit.

Thank you.



Public Meeting:
First Chicago NBD & Banc One Merger
Remarks of:

Congresswoman Julia Carson, 10th District Indiana

For more information contact Steven Cook, (202) 226-7759, steve.cook@mail.house.gov

| listen with interest. | have another more painful side to tell of
this latest story of merger mania.

I'm from Indianapolis. | serve in the Congress and on the

Committee on Banking and Financial Services. [ am Julia Carson.

| urge a conservative course--a careful investigation of the
facts, the history and the harm.

They claim that mergers benefit companies, employees, and
consumers, increasing competition. 1| favor growth but not at the cost
of harm to the community and the people.

Indianapolis is where the two giant merger partners have
perhaps the greatest business overlap, facing each other next to the
Federal Courthouse, amassing $17.6 billion in assets between them.

Remarks of Congresswoman Julia Carson
Federal Reserve Bank of Chicageo, August 13, 1998
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Court is where this matter will end up if this process is not well and
thoroughly conducted. There is a better way.
Our Indianapolis Star warns:

“the most pressing concern. . . is customer service and
cost. If history is any guide, the former will drop and the
latter rise as banks become more monolithic.”

Joining the Star, our Mayor, grassroots organizations,
community groups, and activists from indianapolis, and across the
country, warn, too, because of the harms threatened. These voices
cannot all be wrong.

The point of business is to ‘beat the competition.” We believe
that competition is healthy because it benefits the consumer. Our
law--our public policy--encourage competition by legal protection:
beating the competition is OK, but killing it is not.

Anti-trust law will make the superbank reduce its market share.

Selling deposits, they say, will make the purchaser a new competitor.

The requirement to slim down is powerful: branches will be closed,

Remarks of Congresswoman Julia Carson
Federal Reserve Bank of Chicago, August 13, 1998



operations consolidated.

Each bank now has 60 or more branches in Central Indiana.
Banc One alone has 27 on the block. Each branch is a center of
local commerce, competing with others. Closing cuts consumer
choice. Merger will close competitive branches, neighborhood by
neighborhood, as the new superbank makes the rational decision not
to compete with itself. | doubt that the buyer bank will keep those
branches going. The incentive is small: deposits are the most
portable form of assets--real estate and bank worker-6000 in
central Indiana--complicate the bottom line. This plan makes them
expendable.

More harm is predicted by history: a Wall Street Journal
analysis of the 5 largest bank acquisitions last year shows that small
business lending fell 6% though business lending increased—less for
beginning business. In Indianapolis we need more business

formation, not less; small business opportunity based at home,

Remarks of Congresswoman Julia Carson
Federal Reserve Bank of Chicago, August 13, 1998
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growing over time into big business--work for our people.

Our law forbids mergers which substantially lessen competition
unless those effects are clearly outweighed in the public interest by
the probable effect of the transaction in serving the convenience and
needs of the community. Our law is devoted to preservation—to
conservation--of economic values vital to our way of life. Our people
ask that the law be applied to save their jobs, their prosperity, our
neighborhoods.

For American banking a great windfall approaches: printing and
mailing of most government checks will end in 1999; these transfers
will be made by electronic means, flowing billions through our banks.

For direct deposit, you need a bank account. To get one, you'll
have to find a branch, harder and harder where | live. Fewer
branches mean less access for a whole new throng of American
consumers brought into the banking system by this way of the future.

The longer it takes to cash a check, the more the money earns for

Remarks of Congresswoman Julia Carson
Federal Reserve Bank of Chicago, August 13, 1998



the bank holding the funds.

Nationally we are at the door of a new era in competition; this
merger threatens to slam doors firmly closed in Indianapolis just as
they begin to crack open across.the country.

My esteemed friend and colleague Congressman Danny Davis
will tell you about the promise of development for the Congressional
District he represents.

For Indianapolis, the view differs painfully. You will hear of
complaints about bank behavior hurting those with low-incomes;
about an investigation for lending discrimination against low-to-
moderate income borrowers, Hispanics and blacks. | fear untold
numbers of bank workers out of work, with more pain. Community
Reinvestment Act assessments tell a sad tale.

Careful investigation will establish that competition is in danger
in Indiana’s Tenth District and | ask that such investigation be

conducted.

Remarks of Congresswoman Julia Carson
Federal Reserve Bank of Chicago, August 13, 1998
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These banks, good corporate citizéns in many ways, now have
an opportunity for truly creative citizenship.

Together, we must keep in mind the convenience of our people
and the future of our city. In that process, | assure the parties of my

willingness to help.

Our country deserves the greatest of care here. Most of all, the
people of Indianapolis have a right to it. All will benefit if this work is

well done. Many will suffer needlessly if it is not.

Remarks of Congresswoman Julia Carson
Federal Reserve Bank of Chicago, August 13, 1958
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REVIEW OF LENDING PRACTICES OF FINANCIAL INSTITUTIONS

L.

INTRODUCTION

A. Common Council Resolution (#890493) created the City of Milwaukee's socially
responsible investment program. The resolution directed the Comptroller to annually
prepare a Financial Institution Lending Report. The resolution also directed that data on
lending activities should be requested from each financial institution as these activities
relate to the lending goals adopted by the Common Council'. This is the seventh such
lending report issued by the Comptrolier.

This Report focuses on lending in the City's Targeted Single Family Loan Program
Area (TA). This area was chosen as a target because it has lower property values,
houses lower income families, has less homeowners and a higher vacancy rate than the
City as a whole.

1. This Report is based on the following data:

> 1990 through 1996 Home Mortgage Disclosure Act (HMDA) data.

» Data on financial institutions’ branches.

» 1996 NOHIM Annual Report

» 1990 census data.

> 1994,1995 and 1996 data from the Wisconsin Housing and Economic
Development Authority (WHEDA).

» 1996 Community Reinvestment Act small business lending data.

> 1995 & 1995 Mortgage Insurance Companies of America’s data.

> 1995 & 1995 hazard & fire insurance data from Wisconsin’s Office of the
Commissioner of Insurance.

> 1995, 1996 & 1997 lending data from the Department of City Development.

B. Data Limitations:

L.

Residential Lending - One of the major limitations was the timeliness of HMDA
data. HMDA data for 1996 is not available until September of 1997. Another
drawback is that HMDA data excludes information on pooled funds established by
multiple financial institutions or other special programs aimed at increasing TA,
low income and minority lending. (Example: WHEDA Programs)

. This Report includes non-refinancing residential loans originated where no race

was indicated. In 1995 and 1996, no race was indicated on 1,217 residential loans
{4.6% of metro area loans) and 1,665 HMDA residential loans (5.5% of metro area
loans), respectively. The majority of the mortgages without race identified (55% in
1996) were home improvement loans. This may affect the minority and white
percentage increases in lending shown in this Report. The high number of home
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improvement loans where race is not available could have resulted from mail and
phone applications for home improvement loans.

Refinancing Loan Data Excluded

This report excludes refinancing loans. This was done to prevent refinancing activity,
which is driven by decreases in interest rate, from blurring the trends in new home
ownership and home improvement loan activity. Within the Milwaukee Metropolitan
Area, financial institutions originated 9,927 refinancing loans in 1995. Refinancing
loans increased by over 200 percent to 20,274 in 1996. TA refinancing increased by
169 percent (408 in 1995; 691 in 1996). TA refinancing totaled 4.2 percent of the
total metro area refinancing loans in 1995 and 3.4 percent of refinancing loans in

1996. Although metro area refinancing loans increased significantly between 1995
and 1996, this increase was smaller in the TA.

Hazard and Fire Insurance Data

The information was obtained from the Office of the Commissioner of Insurance and
includes the Wisconsin Insurance Plan. Information on insurance renewals, non-
renewals, and cancellations is not collected by the Insurance Commissioner’s Office.
Unlike HMDA data, which is available by census tract, insurance data is only
available by zip code. Census Tracts do not directly match zip codes areas. For
purposes of this report, only zip codes completely within the Target Areas are defined
as TA zip codes.

Wisconsin Housing & Economic Development Authority (WHEDA)

WHEDA provided data on the HOME program, Home Improvement Loans program
and Easy Closing (EZ) program. The requirements for loan applicants to qualify for
WHEDA HOME program are shown in Note 3 on page 27. Like FHA and VA home
improvement Loans, WHEDA home improvement loans are not reported separately
in this report. Within the Milwaukee Metro Area, WHEDA made 37 home
improvement loans in 1995 and 61 in 1996. Data on the EZ Closing program 15
shown on page 16.

Definition of Income Areas

Low to Moderate Income Areas are defined as those census tracts in which median
family income is less than 80% of the median family income of the metropolitanarea.
Middle Income Areas are those census tracts in which median family income is
between 80% to 120% of the median family income of the metropolitan area, and
Upper Income Areas include only census tracts with median family income exceeds
120% of the metropolitan area’s median family income. The 1997 median family
income for the Milwaukee Metro Area is $50,700. The Income of loan applicants
within these income areas may differ from the income range of the area.
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IL.

CONCLUSIONS -

1.

1996 TA per Household Residential L.ending Remains Unchanged from 1995

While Lending in OQther Areas of the Metro Area Increased

TA residential lending per household report by HMDA remain at about 16 loans per

1.000 households in 1996. However, Metro area lending per household increased by

14% (46.9 in 1995: 53.4 in 1996). Since 1992, on a per household basis, residential

lending in the TA has consistently occurred at a rate approximately one-half of the

citywide lending rate.

Ref: Graph -
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When Wisconsin Housing & Economic Development Authority (WHEDA) loans are
included with HMDA reported data, the TA’s share of Metro Area per household lending
mcreased to 34% (18.9 in TA; 55.9 in Metro Area) from 31% (16.5 in TA; 53.4 1n metro
area) for 1996. This increase in TA per household lending resulted because WHEDA
originates over 12% of its loans in the TA as compared to 3.5% on metro area lending
reported by HMDA.

MILWAUKEE METRO AREA
HMDA & WHEDA DATA
RESIDENTIAL LOANS ORIGINATED IN 1995 & 1996
PER 1,600 HOCUSEHOLDS
(Excludes refinancing Loans)

1994 1995 1996
Milwaukee Metro Area 575 485 559
City of Milwaukee 44 8 38.3 40.0
Target Area 21.8 18.9 19.0

A lower lending rate in the TA is to be expected as home ownership is lower in the TA. In
addition, as generally less affluent, TA households face greater financial obstacles such as
inadequate income, insufficientemployment history, credit history problems, etc., compared
to loan applicants outside the TA. The extent of this lending disparity should be closely
monitored since it is one of measures available to determine if financial institutions are
meeting the credit needs of the TA.



2. Home Improvement l.oans Account for Almost 40% of Total TA Loans
Compared to 29% for Metro Area Lending and 22% Nationwide.

Home improvement loans are a vital capital need for TA residents and the
neighborhoods in which they live. This is shown by the high percentage of home
improvement loans in the TA.

Home Improvement loans account for 39% of TA lending compared to 22%
nationwide.
The higher levels of home improvement loans in the TA may be in part due to the
older housing stock within the TA when compared to the metro area and nation as a
whole.

MILWAUKEE'S TARGET AREA

{Excludes refinancing Loans)

HOME
IMPROVEMENT

39%

PERCENTAGE OF RESIDENTIAL LOANS ORIGINATED IN 1996

CONVENTIONAL
39%
MULTI-FAMILY
4%
WHEDA FHA & VA
13% 5%
Ref: Graph-2a
TARGET AREA METRO AREA NATIONAL TOTAL
1996 1996 1996
PERCENT PERCENT PERCENT
1996 OF TOTAL 1996 OF TOTAL 1996 OF TOTAL
FHA & VA o0 4.6% 1,567 5.2% 880,240 17.8%
WHEDA HOME PROGRAM 155 13.1% 1,263 4.2%
CONVENTIONAL 471 39.7% 18,210 60.6% 2,926,097 59.3%
HOME IMPROVEMENT 458 38.6% 8,616 28.7% 1,105,799 22.4%
MULTI-FAMILY a7 4.0% 383 1.3% 23,268 0.5%
TOTAL LENDING 1,T8b T100.0% 30,033 T00.0% 4 935,404 100.0%

WHEDA HOME loan program makes up 13% of total TA lending and only 4% of
Metro Area lending. This higher TA lending percent appears to be due to the special
underwriting criteria that WHEDA uses to target low and moderate income loan
applicants.
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3. Residential Lending for Minorities and Whites Increased While Lending
Remained about the Same for TA Residents in 1996.

Residential lending per 1,000 households increased by over 12% (46.5 in 1995; 52.4
in 1996) for whites and by almost 7% (51.4 in 1995; 54.9 in 1996) for minorities.
However, TA lending remained about the same in both 1995 and 1996.

MILWAUKEE METRO AREA
HMDA & WHEDA
RESIDENTIAL LOANS ORIGINATED
PER 1,000 HOUSEHOLDS
FOR 1994, 1995 AND 1996

(Excludes Refinancing Loans)

58.9

60.0 ¢

50.0 -

40.0 -

30,0 -

18.¢ 19.0

B TARGET
B AREA

1994 1985 1996 1994 1995 1996 1994 1995 1896

20.0 -

100 -

RESIDENTIAL LOANS PER 1,000 HOUSEHOLDS

0.0~

Ref: Graph-3a

Based on this data, it appears that the disparity in loan originations is more closely
related to the location of the property than to the race of the applicant
However, there remains significant racial disparity in loan denial rates. Denial rates
are discussed later in this report.
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Low and Moderate Income Area Lending per Household is Less Than One-Half
of Upper Income Areas.

Another way to look at lending is by the characteristics of residents’ income of an
area. In fact, the Community Reinvestment Act focuses on area by requiring lenders
to attempt to meet the financial needs of residents within low and moderate income
areas.*

Lending in low and moderate income areas totals about 32 loans per 1,000
households compared to 76 loans per 1,000 households in upper income area.
Although most of the TA is within the low and moderate income area, TA per
household lending is about 60% of lending to low and moderate income areas. (19.0
in TA; 32.1 in low and moderate income areas).

MILWAUKEE METRO AREA
HMDA & WHEDA
RESIDENTIAL LOANS ORIGINATED IN 1995 & 1996
PER 1,000 HOUSEHOLDS

(Excludes refinancing Loans)
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Ref. Graph-4a

* The income characteristics of an area may not have any correlation to the income of any
specific loan applicant living within that area. (Example: Upper and middle income
applicants apply for loans in low income areas.)



Denial Rates for TA Home Improvement Rose to 53% in 1996, Increasing from
49% in 1995.

No progress has been made in reducing the high TA denial rate for home
improvementloans. In fact, the percentage of TA applicants denied home
improvement loans has steadily increased over the past few years. The denial rate
for TA home improvement loans is almost three times higher than the denial
rate for TA conventional mortgage loan applicants. In fact, when home
improvementloan applications are excluded, the loan denial rate in the TA
drops dramatically - from 37% to 14%.

MILWAUKEE'S TARGET AREA
1996 DENIAL RATES
BY TYPE OF LOANS

(Excludes Refinancing Loans)

60%

53.4%

50% N
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LOAN DENIAL RATES
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Ref: Graph-5a

Since the applicantis already a homeowner and the lender is in most cases familiar
with the applicant, one would expect home improvement loans 1o be among the
lowest instead of the highest loan denial ratios. Clearly, a larger portion of TA
home owners needing home improvement financing are not able to acquireit.



Milwaukee Metro Area Racial Denial Rate Disparity Increases as Incomes Rise.
Nationally, the Racial Denial Rate Disparity Also Increases for Higher Income

Loan Applicants.

. In the Milwaukee Metro Area, the racial denial rate disparity between minority and
white applicants rises from 2.1 for applicants with incomes under 80% of Metro area
median income ($40,560) to 3.1 for applicants with incomes over 120% of Metro area
median income ($60,840). Also, minority applicants with eamings over $60,840 are
more likely to be denied a loan than those white applicants with incomes of $41,000.

MILWAUKEE METRO AREA VS, NATIONAL AVERAGE
HMDA DATA ONLY
1996 MINORITY/WHITE LOAN DENIAL RATIOS
BY MEDIAN INCOME OF METRO AREAS’
LOAN APPLICANT

{Excludes Refinancing Loans)
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1997 Estimated Median Income of Milwaukee Metropolitan Area is $50,700.

Ref: Graph-8



The most recent data shows that of the fifty largest Metropontan Areas,
Milwaukee still leads the US with the highest racial denial rate disparity, and
leads it by a significant margin. Currently, in the Milwaukee Metro Area, 9% of
white loan applicants are denied loans while over 29% of minority loan applicants
are denied. This means that minorities in the Milwaukee Metro Area are denied at a
rate which is over three times (3.3X) that of whites. (See Appendix A). As in past
Reports, it has been correctly stated that the extremely low white loan denial rates -
the lowest of the 50 metro areas -rather than high minority denial rates, have
driven this Area’s highest loan denial disparity rate. In fact, Equifax Risk & Usage
Forecast recently conciuded that Milwaukee’s general population had the least
amount of average consumer debt among the 50 largest cities in the US.

NATIONAL AGGREGATE RESIDENTIAL LENDING
HMDA DATA ONLY
PERCENTAGE OF L OANS DENIED
MILWAUKEE METRO AREA VS. NATIONAL AVERAGE
FOR 1995 AND 1996
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The high rate of home improvement loan denials to minorities contribute
heavily to Milwaukee’s overall highest ranking. When metro area home
improvement loan applications are removed, Milwaukee’s minority-to-white
loan denial ratio drops from 3.3 to 2.5. This 2.5 denial ratio remainis the highest
of the 50 largest metro areas with 13.1% of Milwaukee Metro minorities’ loan
applications (excluding home improvement applications) denied. However, this
13.1% of minority loan applications denied in Milwaukee is the SEVENTH
LOWEST denial rate among the nation’s 50 largest metro areas. Clearly, the
high rate of minority home improvement loan applications heavily influences
Milwaukee’s overall poor loan performance compared to other metro areas.

Another meaningful perspective on Milwaukee’s high minority-to-white loan denial
ratio can be gained by looking at the trend in this ratio since 1980. Milwaukee’s
racial loan denial rate disparity was not always so high. Since 1982 this Metro
Area loan denial rate disparity between whites and minorities has nearly doubled
from 1.7 to its current 3.3 rate in 1996, with the greatest increase in the mid to late
1980s. The question then becomes, “What happened in this period when the rate at
which our area’s minority loan applicants were denied doubled when compared to
white applicant denials?’.

Census data does provide some insight. During the 1980’s this area’s economy
withstood a major restructuring from one driven by large manufacturers to one in
which financial and other service industries predominated. While manufacturing
value added actually increased from its pre-1980 values as time passed in the
Milwaukee Metro area, much of the manufacturing process was automated,
resulting in a loss of over 33,000 area manufacturing jobs. Apparently, this
economic restructuring had a disproportionate impact on area minorities. During
the 1980-90 decade Milwaukee’s minority unemployment rate increased from 14%
to 18% while the white unemployment rate held steady at 5%. The growing
unemployment gap between Milwaukee’s white and minority populations clearly
contributed to its growing racial loan denial disparity. The wide economic disparity
between minorities and whites in Milwaukee has also often been stated in previous
Reports and in many other sources. This helps explain why minority loan denial
rates are not also proportionally lower in Metro Milwaukee.

In addition, census data also shows that the incidence of single parent heads of
household in Milwaukee became an increasingly more typical structure for minority
families during the 1980-90 decade than for white families. During this period, the
percentage of single parent heads of household for Milwaukee minorities increased
from 46% to 53%, while white single parent heads of household also grew, but
from a much lower base (16% to 19%). Many families, especially those of
moderate income, require two incomes to purchase a home. A second income also
provides for additional security in the event one wage earner becomes disabled or is
temporarily unemployed. Without the economic benefit of a second income, by
1990 over one half of minority households faced a significant barrier to home
ownership.
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While probably unrelated to Milwaukee’s racial loan disparity ranking, credit
scoring is another factor which may have induced higher loan denial rates in both
Milwaukee and nationwide in recent years. Credit scoring and other risk based
models have increasingly been used to determine the credit worthiness of a loan
applicant. While credit scoring makes it faster and less expensive to evaluate
credit history, critics say that this method can be exceedingly arbitrary, without
adequate consideration of the special credit circumstances of many low and
moderate income applicants. '

The Recent Bank Mergers have Reduced the Number of Available Branches in
the TA.

Since 1996, four bank branches within the Target Area closed while only two bank
branches were opened (see table below). This has resulted in the total number of
stand-alone financial institutioas” service branches available in the TA to decrease
from 31 to 29.

TARGET AREA
FINANCIAL INSTITUTIONS’ BRANCHES
OPENED/CLOSED IN 1996 and 1997

New Branches

1996
North Milwaukee State Bank 1620 W. Wells St.
North Shore Bank 1900 N. Martin Luther King Drive
1997
None
Closed Branch
1996
Firstar Bank Milwaukee 4025 N. Teutonia Ave.
Badger Bank 20th & Fond du Lac Ave.
1997
Securty Bank 184 W Wisconsin Ave.
Security Bank 1839 N Martin L. King Drive

The reduction in the number of independent bank branches in the TA may impact the
availability of credit to TA residents. The future availability of branch banks within
the TA is somewhat uncertain. The recent trend toward bank mergers with resulting
staff and service cutbacks may continue to reduce the number of available branches
in the TA in the future years.
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While Lending in the Target Area Remains Low, Some Area FKinancial
Institutions Consistently Provide More Loans in the TA than Others.

Based on 1996 and 1997 HMDA and WHEDA data, a significant variance exists
between financial institution lending activity within the TA as shown in the following
tables. This table included forty-three lenders with branch's offices in or around
Milwaukee and are ranked based on the percentage of 1996 TA lending. Information
on the dollar amount of TA lending and percentage of lending to minorities and TA
residents is included in Appendix B (pages 29-44) of this report. Appendix B
includes additional lending data on all lenders with offices in the metro area and 20 or
more loan originations.

MILWAUKEE METROPOLITAN AREA

HMDA & WHEDA DATA
PERCENTAGE OF RESIDENTIAL LENDING
TO THE TARGET ARcA
RANKED BY PERCENTAGE OF 1996 LENDING IN THE TA

Over $15 Million in Residential Loans
{ Excludes Refinancing Leans )
Loans Originated

1995 1996 1985 1996

FINANCIAL INSTITUTION Total Total Target Target
Loans Loans Area Area

Bank Cne, Milwaukee, NA 1) 2,015 1,836 6.3% 6.8%
St. Francis Bank, FSB 944 1,262 9.9% 6.0%
The Equitabie Bank, $.S5.B. 658 646 4.9% 5.7%
Firstar Bank of Milwaukee 1,644 1,672 6.3% 5.6%
Security Bank, 5.5.B. 1,040 1,515 51% 5.6%
Martime Savings Bank 296 242 3.0% 5.4%
Mitchell Savings Bank, S.A. 114 316 9.6% 5.4%
North Shore Bank, FSB 650 863 3.2% 5.1%
Wauwatosa Savings Bank 621 €65 4.2% 4.7%
First Financial Bank, FSB 1,466 1,197 4.6% 4.5%
Mutual Savings Bank of Wisconsin, S.A. 574 590 3.0% 3.6%
M & | Bank, Marshall & lisley Corp. 2,046 1,823 56% 3.6%
Tri City National Bank 225 380 6.2% 28%
Norwest Bank Wisconsin (3 631 931 5.9% 2.6%
Guaranty Bank, S.8.B. s 972 1,334 2.9% 2.3%
Universal Savings Bank, S. A @ 300 679 5.0% 1.8%
West Allis Savings Bank, S.A. 308 281 1.9% 1.4%
Associated Bank e 800 691 3.4% 1.3%
Wisconsin Mortgage Corporation 992 925 1.1% 1.1%
South Milwaukee Savings Bank 106 213 0.9% 0.9%
Great Midwest Bank, S.S.B. 325 388 0.6% 0.8%
Total Metro Area 24,987 30,033 4.0% 3.9%
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HMDA & WHEDA DATA

PERCENTAGE OF RESIDENTIAL LENDING

TO THE TARGET AREA
RANKED BY PERCENTAGE OF 1996 LENDING IN THE TA

Under $15 Million in Residential Loans

{ Excludes Refinancing Loans )

Loans Oriqinated

1995 1996 1995 1996

FINANCIAL INSTITUTION Total Total Target Target
Loans Loans Area Area

Liberty Bank 67 66 32.8% 25.8%
North Milwaukee State Bank 23 24 4.3% 25.0%
Reliance Savings Bank 24 12 4.2% 16.7%
Park Bank 99 53 17.2% 15.1%
Bay View Federal Savings & Loan Ass 25 30 8.0% 13.3%
Advantage Credit Union 54 38 13.0% 13.2%
Milwaukee Metropoitan Credit Union 61 64 82% 12.5%
State Financial Bank 145 164 6.9% 11.6%
TCF Bank 348 188 4.9% 10.6%
Mitchell Bank 30 21 13.3% 9.5%
Columbia Savings & Loan Association 28 33 25.0% 9.1%
Layton State Bank 16 23 12.5% 87%
Continental Savings Bank, S.A, 99 111 10.1% 8.1%
Milwaukee Western Bank 3 38 6.5% 7.9%
Kilbourn State Bank 150 64 3.3% 7.8%
State Centrai Credit Union 97 73 7.2% 6.8%
First Bank (N.A.) Milwaukee ) 240 108 7.1% 5.6%
Marquette Saving Banks, S.A. 39 24 12.8% 4.2%
Lincoln Savings Bank 48 59 4.2% 3.4%
Guardian Credit Union 157 299 51% 3.0%
Fleet Mortgage Corp. 101 96 2.0% 2.1%
Lincoln State Bank 29 44 13.8% 0.0%
Total Mefro Area 24,987 30,033 4.0% 3.9%

Notes: 1) Includes Banc One Mortgage Corporation and Banc One Financial Services; 2) Includes Mé&l
Mortgage and M&I Northem; 3) Includes Norwest Mortgage, Inc.; 4) Includes FBS Mortgage
Corporation; 5} Includes Shelter Mortgage & Guaranty Mortgage: 6) Includes Associated Mortgage,

Inc.; 7) Includes Universal Mortgage Corporation

The majority of lending institutions in Milwaukee are relatively small and have
developed a limited service area. Many of these institutions have therefore focused
residential mortgage lending on a nearby geographic service area which largely or
totally exclude the TA. In addition, certain larger institutions serving the entire metro
area have done limited residential lending in TA census tracts. However, large or

small, the Community Reinvestment Act challenges all regulated institutions to help
meet the vital peed for residential lpans to those located in the central city.
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9.

1995 1996 1997
Number Amount Number Amount Number Amount
of Loans of Loans of Loans of Loans of Loans of Loans
OV_VNER-OCCUPIED LENDING
'Home Rehabilitation Loan 147  $1,619,017 143  $1,572,941 132 $1,790,429
Greenline — —_— 50 $257 438 53 $261,369
INVESTOR-OWNER LENDING
Rental Rehabilitation 51 $705,835 48 $548,740 72 $856,296
Buy in Your Neighborhood 6 $34,200 7 $60,800 21 $186,920

The Citv, WHEDA & NOHIM Offer Programs Aimed at Low Income and Central
City Loan Applicants.

CITY OF MILWAUKEE

The Department of City Development (DCD) offers home repair and home rehabilitation
loans to City of Milwaukee homeowners as well as investor-owners. The purpose of the
loan programs is to assist citizens in obtaining money necessary to repair or rehabilitate
existing housing stock.

Accordingly, the Home Rehabilitation and Greenline Programs offered by DCD are
designed to make low-interest loans to assist homeowners in making improvements on
their homes. In addition, technical assistance is provided to help homeowners with this
process. In 1997, homeowners with incomes below 80% of the median income (350,700)
accounted for the majority of loans originated under these programs.

LENDING ACTIVITY FOR SELECTED
DEPARTMENT OF CITY DEVELOPMENT
LENDING PROGRAMS

DCD also has home rehabilitation as well as financing programs for the “owner-
investor’. The Rental Rehabilitation Program makes forgivable matching loans to
responsible landlords who, in turn, must agree to keep rents affordable to low and
moderate income families. The “Buy in Your Neighborhood Program works with
local lenders to help homeowners invest in their neighborhoods by providing financing
for investment properties near their homes. In 1997, almost half of these loans were
made to low income owner-investorloan applicant.

In total, participation by Milwaukee residents in all four DCD programs increased by
12% in 1997 (1996: 248 to 1997: 278), with the loan volume increasing by almost 29%
(1996: $2.4 million; 1997: $3 million). Since the target citizenry are those who meet
Housing and Urban Development (HUD) income criteria and/or reside within an area that
includes TA, these programs offered by DCD are vital to the sustained improvement of
Milwaukee’s Neighborhoods.
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WHEDA EZ CLOSING PROGRAM

A loan applicant who is eligible for WHEDA HOME loan program with income less than
$35,000 may also be eligible for Easy Close (EZ) Program. This program provides deferred
loans of up to $1,000 for individuals needing assistance with home mortgage closing costs.
EZ loans are for up to five years and carry the same interest rate as HOME loans.

MILWAUKEE METRO AREA
WHEDA EZ CLOSING PROGRAM

1995 1996
Total Loans 75 268
% to Minorities 78.7% 67.7%
% to TA 30.7% 21.6%

NEW OPPORTUNITIES FOR HOMEOWNERSHP INITITIATIVE IN
MILWAUKEE

New Opportunities For Homeownership Initiative i Milwaukee (NOHIM) comprises
financial institutions, community groups that provide homebuyer counseling and the City of
Milwaukee. NOHIM’s mission is to increase home ownership for low and moderate income
families. NOHIM provides a mutually beneficial partnership which allows financial
institutions and homebuyer counseling agencies to enter into loan packaging, referral and
service arrangements. NOHIM also provides training and outreach designed to help its
members improve their ability to provide financing for low income Milwaukee homebuyers.

NOHIM increased pre-purchasing counseling in Milwaukee by over 7% (1,819 in 1995;
1,955 in 1996). Loans closed through NOHIM also increased slightly to 389 in 1996 from
380 1n 1995.

NOHIM HOMEBUYER COUNSELING
ACTIVITY SUMMARY
1991 THRU 1996

PRE-PURCHASE NUMBER OF  AMOUNT OF
COUNSELING MORTGAGES MORTGAGES

CLOSED CLOSED
YEAR (in milliens)
1991 742 103 $3.9
1992 874 175 58
1993 1,182 239 8.0
1994 1,217 254 10.0
1995 1,818 380 15.9
1996 1,955 389 17.8
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10.

Like Residential Lending, a Significant Disparity Exists Between l.enders in

Business Loans to Low and Moderate Income Areas.

This marks the first year that business data was collected by the Federal Institutions
Examinations Council.

In 1996, 15,796 business loans was issued in the Milwaukee Metro Area. Of this total,
1,886 or 12%, was issued in the low to moderate income areas. The TA business loans, on
the other hand, are 6.7% of metro area loans. This compares favorably to TA residential
lending of 3.9% of metro area loans.

MILWAUKEE METRO AREA
PERCENTAGE OF BUSINESS LOANS ORIGINATED IN 1996
BY INCOME OF AREA

UPPER
INCOME AREA
MIDDLE 38%
INCOME AREA
50%
12%
LOW &
MODERATE
INCOME AREA
Ref Graph-11
METRO AREA
1996
PERCENT
1996 OF TOTAL
LOW & MODERATE INCOME AREAS 1,886 12.0%
MIDDLE INCOME AREAS 7.902 50.0%
UPPER INCOME AREAS 5,991 37.9%
TOTAL BUSINESS LENDING* 15,796
TA BUSINESS LOANS ___‘_1_22_3_ 6.7%

* Income Area not available for 17 loans (0.1%).
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Based on 1996 data, a significant variance exists between financial institution
business lending activity within low-to moderate income areas, as shown in the table
below. This table includes twenty-three lenders with branch’s offices in or around

Milwaukee.

MILWAUKEE METROPOLITAN AREA
PERCENTAGE OF BUSINESS LENDING
TO THE LOW & MODERATE INCOME AREAS

Over $5 Million in Business Loans

{ Excludes Refinancing Loans )
Loans Originated

1556 1996 1996 1956
FINANCIAL INSTITUTION Total Low Income  Moderate Income Low & Moderate
Loans Areas Loans Income Areas income Areas
First Bank (N.A\) 357 50 27 21.6%
Norwest Bank Wisconsin 233 22 26 20.6%
Park Bank 492 46 49 19.3%
Heritage Bank & Trust 93 4 13 18.3%
M & | Bank, Marshall & lisley Corp. 1,609 109 184 18.2%
Firstar Bank Milwaukee 1,035 &8 91 15.4%
American Express 1,369 73 126 14 5%
Tri City National Bank 340 12 35 13.8%
Security Bank S.5.B. 89 6 5 12.4%
Associated Bank Milwaukee 944 73 42 12.2%
M & | Bank, Northern Bank 1,088 48 69 10.7%
Bank One, West Bend 1,580 108 58 10.5%
Firstar Bank Wisconsin 280 4 25 10.4%
TCF Bank Wisconsin FSB 82 3 5 9.8%
Bank Wisconsin 334 30 - 9.0%
American National Bank & Trust 64 1 4 7.8%
Mutual Savings Bank 76 2 3 6.6%
M & | Bank of Menomonee Falls 541 20 12 5.9%
Waukeska State Bank 712 1 38 5.5%
M & | Lake Country Bank 1,316 16 16 2.4%
National Exchange Bank & Trust 45 - 1 2.2%
1st Source Bank 87 - 1 1.1%
M & [ First National Bank 518 - - 0.0%
Total Metro Area 15,799 842 1,044 11.9%
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11.

Mortgage Insurance Policies Issued by Private Mortgage Insurers in the TA
Decreased By 25%. '

In 1996, only 165 mortgage insurance policies were issued in the TA compared to
219 issued last year. This representsa decrease of over 25 percent between 1995 and
1996. This is especially significant since there was relatively no change in TA lending
during this time period.

GE Capital Mortgage Insurance Corp. is the leading insurer of conventional
mortgages in the TA with 93 policies issued in 1996. The following table ranks
MICA (Mortgage Insurance Corporation of America) mortgage insurance
companies by the percentage of Milwaukee metro area mortgage insurance policies
issued in the Target Area.

MILWAUKEE METROPOLITAN AREA
PERCENTAGE OF INSURED CONVENTIONAL
RESIDENTIAL MORTGAGES
IN THE TARGET AREA

{ Excludes Refinancing Loans )

1996 1996 1996
MORTGAGE INSURANCE CORPORATION Total Target Target
Loans Loans Area

GE Capitat Mortgage Insurance 1,386 93 68.7%
PMI Mortgage Insurance Co. 163 7 4.3%
Republic Mortgage Insurance 131 4 3.1%
Commonweaith Mortgage 88 2 2.3%
Mortgage Guaranty Insurance 2,169 46 2.1%
United Guaranty Corporation 844 11 1.3%
Amerin Guaranty Insurance 162 2 1.2%
Triad Guaranty Insurance 5 0 0.0%
Total -1996 4,948 165 3.3%

Total -1995 5,797 219 3.8%

The availability of mortgage insurance for home buyers with small down payments
impacts financial institutions’ ability to make conventional mortgages to such
applicants. In 1996, 37 percent of TA conventional mortgages are insured by
mortgage insurance companies compared to about half of TA mortgagesin 1995.
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Although denial rates increased for residential loan applicants, the denial rates
reported by mortgage insurance corporations declined between 1995 and 1996 for
both whites and minorities. Mortgage insurance companies denied minority mortgage
insurance applications 2.5 times as often as applicants by whites within the
Milwaukee Metro Area. The table below shows the mortgage insurance denial rates
for MICA members.

MILWAUKEE METROPOLITAN AREA
PERCENTAGE OF INSURED CONVENTIONAL
RESIDENTIAL MORTGAGES

FOR 1996

{ Excludes Refinancing Loans )

MORTGAGE INSURANCE CORPORATION White Minority
Disparity Denial Rates Denial Rates
Triad Guaranty Insurance - - -
GE Capital Mortgage Insurance 1.1 1.8% 2.1%
Commonwealth Mortgage 3.7 8.6% 32.1%
Amerin Guaranty Insurance - 16.7% -
Mortgage Guaranty Insurance 2.8 3.9% 10.8%
Republic Mortgage Insurance 5.1 1.1% 5.6%
PMI Moertgage tnsurance Co. 3.2 3.9% 12.5%
United Guaranty Corporation 58 2.2% 12.6%
Metro Area Total - 1996 2.5 3.0% 7.6%
Metro Area Total - 1995 2.5 3.4% 8.6%

12.

Wiscopsin Insurance Plan, Insurer of Homeowners that are Otherwise Deemed
Uninsurable by Private Insurers, was the Leading Issuer of Hazard & Fire
Insurance Policies Within the TA in 1996.

Of the 123,586 insurance policies issued within the Milwaukee Metro Area in 1996,
4,325 or 3.5% of these policies were issued in the TA. The Wisconsin Insurance Plan
{WIP) issued 37.4% (881 policies) of its policies in the TA, whereas American Family
Mutual Insurance Co., the largest Metro Area insurer issued only 1.7% (837 policies)
ofits policiesin the TA.
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MILWAUKEE METRO AREA

HAZARD, FIRE & RENTER'S INSURANCE POLICIES
BY PERCENTAGE OF POLICIES IN TA ZIP CODES

FOR 1995 AND 1996
1995 1995 1996 1996
Total Target Total Target
INSURER Policies Area Policies Area
Wisconsin Insurance Plan (WIP) 2,725 39.0% 2,353 37.4%
State Farm General 3,840 14.0% 3,466 14.6%
Allstate insurance 3,047 9.1% 3,020 9.1%
Germantown Mutual 3,763 9.1% 3,461 9.0%
Milwaukee Mutual 2,563 8.0% 2,200 8.1%
Wisconsin Mutual 872 4.9% 902 5.3%
West Bend Mutual 3,228 4.1% 3,319 4.4%
Wilson Mutual - 26 3.8%
General Casualty 3,828 3.5% 3,732 3.7%
Auto Owners 54 0.0% 60 3.3%
Heritage Mutual 9,468 3.0% 8,637 3.2%
Prudential Prop & Cas 2,520 2.3% 2,242 2.6%
Secura Insurance 2,772 2.3% 2,352 2.4%
State Farm Fire & Cas 11,331 1.8% 11,178 2.0%
Sentry Insurance 3,759 1.9% 3,966 1.9%
Fire Insurance Exchange 3,856 1.6% 3,749 1.8%
Badger Mutua! - 7,140 1.7%
American Family Mutual 50,572 1.6% 49,767 1.7%
Rural Mutual 404 2.2% 371 1.6%
Economy Preferred 2,345 1.1% 2,489 1.3%
Integrity Mutual 947 1.2% 765 1.0%
Milwaukee Guardian 3,520 0.9% 6,377 1.0%
Regent Insurance 1,945 1.0% 2,014 0.8%
TOTAL ~ 117,359 = 37% 123,586 3.5%

The Target Area includes the following zip codes:

53203, 53205, 5632086, and 53223.

In order to obtain homeowner’s or fire insurance under the WIP, the applicant must have been
denied coverage by other licensed insurers. WIP insurance is a more expensive insurance. As
a result, in many TA homeowners pay higher premiums than those charged by other insurers

for a similar insurance coverage.
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III. RECOMMENDATIONS

Below is the status of recommendations contained in prior lending reports including additional
recommendations relating to an addressing questions on disparity issues, reporting of low and
moderate income areas, and the availability of FHA insurance to homebuyers.

1.

The City Should Investigate the High Loan Denial Rates for Home Improvement
Loans in the TA.

TA denial rates for home improvement loans have been on the rise for the past five years,
up from 42 percent in 1992 to 53 percent in 1996. The loan applicant’s unfavorable credit
history is the single-most reason for these high loan denial rates. Since home
improvement loans make up almost 40% of total TA lending and are vital to the sustained
renewal of TA neighborhoods, financial institutions should closely examine the specific
underwriting criteria as they relate to potential TA customers.

Further action is needed on this recommendation. This recommendation was made in the
1993 Lending Report. Until additional emphasis is place on the problems on Home
Improvement denial, the credit needs of the central city will continue to be undeserved.
Possibly, the Fair Lending Coalition or an appropriate financial institution trade association
can analyze the high home improvement loan denial rate in the TA, and suggest practical
ways to reduce the rate of loan denials.

The City, Financial Institutions and Invelved Community Groups Need to Examine
the High Minority Loan Denial Rate Due to the Credit History of the Loan Applicant.

Credit history problems continue to rerain the major reported barrier to home ownership
or home improvement for minorities in the metro area. In 1996, 20 percent of the loan
denials for minorities were based on credit history, an increase of 18% from 1995,
compared to 4 percent for whites. Until this issue is successfully addressed, Milwaukee
will continue to have one of the highest racial disparity rates in the country.

Further action is still needed on this recommendation. Presently, no survey and/or analysis
has been conducted to determine the most effective counseling approaches among the
existing financial institutions and community agencies efforts at mortgage/credit
counseling. Such a survey is again recommended. The objective would be to determine
what efforts work best and why.
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3. The Closing and Opening of Financial Institutions Branches in the TA Will Need to
be Monitored. - Being Implemented by the Comptroller.

With the recent trend of bank mergers, it is crucial that future lending reports continue to
monitor the closing and opening of Financial Institutions Branches within the TA. Clearly,
the availability of Financial Institutions within the TA is vital for the community’s
residential lending needs.

The Comptroller’s Annual Lending report will continue to disclose the number of financial
institution branches within the TA, and the major reasons for changes which do occur.
This adequately addresses this recommendation.

4. The Availability of Mortgage Insurance to TA Loan Applicants Needs to be Reviewed
to Determine the Impact on TA Lending.

In 1996, about one-third of TA conventional mortgages were insured by mortgage
insurance companies compared to almost half of TA mortgages in 1995. This was about a
30% decrease in the number of mortgage insurance policies issued compared to a 7%
increase in the number of TA mortgage loans originated during the same time period.

Mortgage insurance policies are critical for those homebuyers with small down payments,
as it impacts the financial institution’s ability to make conventional mortgages to such
applicants. The ideas and suggestions of MICA (Mortgage Insurance Corporation of
America) should be sought to increase the availability of affordable housing loans to TA
residents.

To the extent possible, future lending reports will continue to review the availability of
mortgage insurance.

5. The Availability of Hazard and Fire Insurance Needs to be Monitored.

In 1995, American Family Mutual Insurance Company settled a lawsuit on alleged
discrimination (redlining). Results of the settlement included a provision that $5 million
be provided to injured individuals and $9.5 million provided for community-based
organizations.

As the leading insurer of total insurance policies within the City of Milwaukee, American
Family issued a total of 837 TA hazard and fire insurance policies in 1996. On the other
hand, Wisconsin Insurance Plan, who insures homeowners deemed uninsurable by private
insurers, issued 2,353 such policies during in 1996.

This year’s Report addresses this issue. The availability of property insurance to TA
homeowners needs to be monitored for all major insurers, as it is necessary for home
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ownership, and the potential for redlining still exists. To the extent possible, we will
continue to address this issue in future reports.

. There is 2 Need_for Expanded Credit Counseling Services Particularly for Potential

Home Improvement Loan Applications to Reduce the Denial Rates for Home
Improvement Loans.

With the introduction of credit scoring and loan risk models by Fannie Mae and Freddie
Mac in 1996, and the conventional loan denial rates on the rise, the pre-mortgage
counseling services provided by credit counseling agencies play a key role in assisting
prospective first time homebuyers in various aspects of the homebuying process.

However, counseling services need to be expanded to include home improvement Joan
applicants, especially since denial rates for these loans appear to increase each year (See
recommendation #1). With the additional counseling services, the home improvement loan
denials for TA residents could decrease resulting in an improvement in the central city’s
housing stock.

Further action is still needed on this recommendation.

New Recommendations:

7.

The Lending Community - Financial Institutions , NOHIM, Community Groups like
the Fair Lending Coalition - Need fo Respond to Questions Raised by Denial Rate

Disparities.

For the .past several years, the Lending Report has shown data which has consistently
disclosed the raised the following questions:

» How can Milwaukee lose its first place ranking for the highest racial denial rate
disparity among the nation’s 50 largest areas?

¢ How can the high denial rates for home improvement loans within the TA be
lowered?

¢ How can the increase in racial denial rate disparity as incomes rise among metro
area residents be changed?

The lending community should make a concerted effort in 1998 to address these

questions related to the TA lending problems and racial disparity in Milwaukee,
particularly those related to home improvement loan denials.
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In Future Years, the Lending Report will Focus on Expanding its Coverage to

Include Data on Low- and Moderate-Income Areas in the City of Milwaukee.

The Federal Community Reinvestment Act (CRA) focuses on meeting the credit needs on
low and moderate income areas. Data on business lending by financia) institution is only
available by income area. Financial institutions have expressed a concern that the Lending
Report’s focus on the TA misses the importance of lending in low and moderate income
areas immediately outside the TA.

However, this Report shows lending in the TA is significantly less than lending to low and
moderate income areas. There continues to be a need to focus on the TA. Future Lending
reports will include data on both the TA and low to moderate income area. Further, the
Comptroller recommends that the comparison of individual financial institutions be
changed to the percentage of lending in low and moderate income area instead of the
percentage of lending in the TA.

The City Should Request Data from the Federal Housing Administration for Review
of the Availability of their Mortgage Insurance for the Milwaukee Metro Area
Residents.

In addition to private mortgage insurers, the Federal Housing Administration (FHA) also
provides mortgage insurance for those prospective home buyers who do not have the
downpayment required for conventional mortgages.  FHA-insured loans tend to have
more flexible requirements for credit ratings and ailows the borrower to carry more debt
than usually permitted by most private mortgage insurers. However, only 5.2% of the
Metro Area loans are FHA or VA loan compared to 18% nationwide.

Financial institutions need to identify ways to make FHA loans more attractive to
Milwaukee central city homebuyers. Once these enhancements are identified, the City
should work with HUD and our Federal representatives to enacted any changes that made
FHA loans more attractive to Milwaukee homebuyers.
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NOTES
1. The Common Council goals for the City of Milwaukee's Socially Responsible
Investment Program.
A. Liquidity, safety and competitive returns on imnvestments.
B. Increasing the amount and percentage of home mortgages made by financial
institutionsto city minority residents.
C. Increasing the amount and percentage of home mortgages made by financial
institutions to city residents in census tracts identified as eligible for the Targeted
Area Single Family Mortgage Loan Program.
D. Increasing employment opportunities for minority residents.
E. Increasing the amount of money available for small business loans in the Targeted
Area Single Family Mortgage Loan Program area. '
F. Increasingthe amount of money available for student loans to residents of the
Targeted Area Single Family Mortgage Loan Program area.
G. Increasing commitment by financial institutions to provide free technical

assistanceto potential home buyers and small business owners through existing
home buying clinics and business incubators.

2. The TA used in this Report was the City’s Targeted Single Family Loan
Program area and includes census tracts which meet each of the following four
criteria: (See list of census tracts on page 45 and map on page 46).

A.

The median assessed property value of one- and 2- family dwellings in the area is
less than or equal to 80% of the median assessed property value of one- and 2-
family dwellings in the City of Milwaukee.

The median family income of the area is less than or equal to 80% of the median
family income of the City of Milwaukee.

The proportion of owner-occupied dwellings in the area are less than or equal to
80% of the proportion of owner-occupied dwellings in the City of Milwaukee.

The vacancy rate of dwellings in the area is greater than or equal to 120% of the
vacancy rate of dwellings in the City of Milwaukee.
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NOTES (Continued)

3. WHEDA HOME program requirements:

Following is the criteria used by the Wisconsin Housing and Economic Development Authority to determine
eligibility for each of the housing programs mentioned in this report:

Home Ownership Mortgage 1.oan Program (HOME)

The HOME program provides first mortgage loans to low- and moderate-income households in Wisconsin.
The borrower’s income may not:

« Exceed 100% of county median income for households of one or two persons and 110% of county median
income for households of three or more persons in non-metropolitan areas;

s In metropolitan counties, exceed 90% of the statewide metropolitan median income for households of one or
two persons, and 100% for households of three or more persons;

¢ In designated “target areas”, exceed 120% of county median income for households of one or two persons and
140% of county median income for households of three or more persons.

Some other program requirements include the following:

* Loan amounts may not exceed the lesser of 95% of the purchase price or 95% of the appraised value of the
property (90% for 2 duplex or condominium).

¢  The borrower must not have owned a home in the previous three years;

» The property must be either a duplex, a three- or four-unit at least five years old, a single-family home or a
condominium unit;
The property must be used as the principal residence of the borrower;
A minimum 3% down payment on single family homes is required, with 10% required on three- and four-
umits;

» Loans may not be used for refinancing purposes, except for major rehabilitation loans.

Home Improvement 1.oan Program

This program is designed to provide below market rate loans to low- to moderate-income households to repair their
homes or to improve their homes’ energy efficiency. To be eligible for this program the following criteria must be
met:

* Annual household income limit under the program is 100% of the county median income for one- to two-
person households and 115% for households of 3 persons or more.

* Properties must be residential structures containing four or fewer dwelling units and must have been first
occupied as a residence at least 10 years prior to receipt of loan
The borrower is required to be both the owner and the occupant of the property
Mobile homes and properties to be used in a trade or business are ineligible

HOME Easy Close Program

This program provides a deferred loan of up to $1,000 for individuals needing assistance with home mortgage
closing costs. An individual is eligible if their income does not exceed $35,000 and is eligible for 8 HOME loan.
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APPENDIX A

FIFTY LARGEST METROPOLITAN AREAS
PERCENTAGE OF LOANS DENIED
(EXCLUDES REFINANCING LOANS)

1996 1996 1996 1995 1995 1995
Denial White Minority Denial White Minority
Rate Denial Denial Rate Denial Denial
Disparity Rates Rates Disparity Rates Rates

MILWAUKEE, WI 33 90% 293% 2 87% 275%
DAYTON-SPRINGFIELD, OH 24 141% 338% 4 1186% 27.9%
BUFFALO, NY 24 169% 401% 5 13.8% 34.3%
CLEVELAND, OH 23 134% 303% 2 10.9% 24.3%
PHILADELPHIA, PA-NJ 22 141% 31.5% 2 125% 271%
NEW ORLEANS, LA 20 15.0% 30.1% 8 136% 253%
CHICAGO,IL 20 94% 184% 1 82% 17.3%
KANSAS CITY, MO-KS 1.9 122% 23.7% 9 126% 23.7%
MEMPHIS, TN-AR-MS 19 12.9%  24.0% 0 116% 226%
NEWARK, NJ 18 10.7% 19.8% 8 10.9% 19.8%
BALTIMORE, MD 1.8 116% 21.0% 0 10.0% 19.9%
EL PASO, TX 18 17.1% 30.8% 0 140% 286%
ROCHESTER, NY 18 171% 30.1% & 16.9% 27.0%
INDIANAPOLIS, IN 17.8%  31.3% 9 143% 27.0%
LOUISVILLE, KY-IN 165% 28.3% 8 13.9% 255%
BOSTON, MA 96% 164% J 0 91% 15.1%
WASHINGTON, DC-MD-VA 10.9%  185% 9 96% 18.2%
CINCINNATI, OH-KY-IN 16.9% 284% 7 144%  245%
PITTSBURGH, PA 17.8%  29.9% 9 152%  296%

NASSAU-SUFFOLK, NY

MINNEAPOLIS-ST. PAUL, MN-WI

DETROIT, Mt

COLUMBUS, OH

BERGEN-PASSAIC, NJ

ST. LOUIS, MO-IL

NORFOLK-VIRGINIA BEACH-NEWPORT NEWS, VA
MIDDLESEX-SOMERSET-HUNTERDON, NJ
DENVER, CO

SAN ANTONIO, TX
CHARLOTTE-GASTONIA-ROCK HiLL, NC-SC

121%  20.2%
11.1% 18.2%
19.3%  31.68%
14.4%  23.5%
11.6% 18.7%
18.8% 29.7%
154% 241%

9.5% 14.7%
12.8% 19.5%
258%  39.3%
218%  33.1%

10.5% 17.6%
10.0% 17.6%
14.9% 26.1%
11.9% 22.2%
11.2% 18.1%
17.5% 29.2%
15.1% 24 1%

8.9% 14.5%
12.3% 19.1%
21.9% 34.1%
17.8% 27.6%

DALLAS, TX 207%  31.2% 19.5%  29.8%
PHOENIX, AZ 16.6%  25.0% 16.5%  23.6%
ATLANTA, GA 13.8% 208% 12.3% 18.9%
NEW YORK, NY 13.8%  20.3% 11.9% 16.6%
NATIONAL AGGREGATES 22.0% 32.7% 19.1%  28.6%
OAXLAND, CA 13.0%  18.5% 12.2% 17.5%
SAN FRANCISCO, CA 13.9% 196% 12.4% 17.6%
HOUSTON, TX 245%  33.8% 20.5%  30.6%

TAMPA-ST. PETERSBURG-CLEARWATER, FL
BIRMINGHAM, AL

SAN JOSE, CA

SALT LAKE CITY-OGDEN, UT

FORT WORTH-ARLINGTON, TX

PORTLAND, OR

SEATTLE, WA

FORT LAUDERDALE-HOLLYWOOD-POMPANC BEACH
SACRAMENTO, CA

SAN DIEGO, CA

MIAMI-HIALEAH, FL

LOS ANGELES-LONG BEACH, CA
RIVERSIDE-SAN BERNARDINO, CA

18.1%  25.0%
232% 31.1%
144% 19.1%
13.4% 17.6%
14.7%  18.0%
15.8% 20.3%
13.0% 16.7%
26.1%  33.0%
132% 162%
16.3%  20.0%
16.9%  19.0%
18.8%  20.5%
164% 17.8%

15.7% 21.7%
209%  266%
12.2% 17.1%
12.3% 17.2%
23.0%  28.3%
156%  20.1%
12.2% 15.7%
13.0% 17.6%
11.4% 15.6%
14.7% 17.7%
15.8% 15.5%
16.8% 19.5%
16.6% 18.3%
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APPENDIX B

The percentages of lending to minorities includes refinancing loans. The percentages of lending to the Target Area (TA)
excludes refinancing loans. Appendix B includes lenders with branch offices in the Milwaukee metro area and twenty or
more residential loans closed.

AB Credit Union
TA HMDA Residential Lending (includes Refinancing Loans): 1995 - $34,000 (7 Loans);
1996 - $26,000 (5 Loans);
Percentage of Minorities Residential Lending - Minorities: 1995 - 9.7%; 1996 - 11.7%
Percentage of Residential Lending - Target Arca: 1995 - 8.4%; 1996 - 6.0%

AccuBanc Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans): 1995-30; 1996 - $0;
Percentage of ResidentialLending - Minorities: 1995 - 0%; 1996 - 3.9%;
Percentageof Residential Lending - Target Area: 1995 - 0%; 1996 - 0%;

Advanta Conduit Services
TA HMDA Residentiai Lending (Includes Refinancing Loans): 1996 - $0;
Percentage of Residential Lending - Minorities: 1996 - u%;
Percentage of Residential Lending - Target Area: 1996 - 0%,

Advantage Credit Union
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $61,000 (8 Loans);
1996 - $48,000 (5 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 0%; 1996 - 0%;
Percentage of Residentiall.ending - Target Area: 1995 - 13.0%; 1996 - 13.2%;

Allco Credit Union
TA HMDA Residential Lending (Includes Refinancing Loans): 1996 - $0;
Percentage of Residential Lending - Minorities: 1996 - 7.9%;
Percentage of Residentiall .ending- Target Area: 1996 - 0%;

Appletree Credit Union
TA HMDA Residential Lending {Includes Refinancing Loans): 1995-30; 1996 - 30;
Percentage of ResidentialLending - Minorities: 1995 - 16.7%; 1996 - 6.0%;
Percentage of Residential Lending - Target Area: 1995 - 0%; 1996 - 0%;

Associated Bank - Milwaukee
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $344,000 (4 Loans);
1996 - $428,000 (4 Loans);
TA WHEDA HOME Loans: 1995 - $0; 1996 $31,000(1 Loans);
Percentage of Residential Lending - Minorities: 1995 - 4.7%; 1996 - 8.4%;
Percentage of ResidentialLending - Target Area: 1995 - 1.9%; 1996 - 2.6%;
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 -12.2%, $13.3 million {115 Loans);

Associated Mortgage Inc.
TA HMDA Residential Lending (Inciudes Refinancing Loans): 1995 - $328,000 (6 Loans),
1996 - $241,000 (3 Loans);
TA WHEDA HOME Loans: 1995 - $1.2 million {22 Loans); 1996 $108,000 (4 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 8.2%; 1996 - 7.9%;
Percentage of ResidentialLending - Target Area: 1995 - 3.7%; 1996 - 1.0%;
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APPENDIX B

The percentages of lending to minorities includes refinancing loans. The percentages of lending to the Target Area (TA)
excludes refinancing loans, Appendix B includes lenders with branch offices in the Milwaukee metro area and twenty or
more residential loans closed.

Aurora Credit Union
TA HMDA Residential Lending (Includes Refinancing Loans):1995-$25,000 (1 Loans) ; 1996 - $0;
Percentage of Residential Lending - Minorities: 1995 - 2.2%; 1996 - 3.2%;
Percentage of Residential Lending - Target Area: 1995 - 2.2%,; 1996 - 0%;

Banc One Financial Services
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $233,000(12 Loans);
1996 - $349,000 (16 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 27.0%; 1996 - 32.2%;
Percentage of ResidentialLending - Target Area: 1995 - 25.9%; 1996 - 22.6%;

Banc One Mortgage Corporate
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $449,000 (13 Loans);
1996 - $388,000 (8 Loans);
TA WHEDA HOME Loans: 1995 - $56,000 (2 Loans); 1996 $81,000 (2 Leans):
Percentage of ResidentialLending- Minorities: 1995 - 15.7%; 1996 - 12.6%;
Percentage of ResidentialLending- Target Area: 1995 - 4.4%; 1996 - 2.7%;

Bank One, Wisconsin
TA HMDA Residential Lending (Includes RefinancingLoans):1995 - §3 million (129 Loans);
1996 - $2.9 million (210 Loans);
Percentage of Residential Lending - Minorities: 1995 - 15.4%; 1996 - 9.8%;
Percentageof ResidentialLending - Target Area: 1995 - 6.4%; 1996 - 7.0%;

Bank Wisconsin
TA HMDA Residential Lending (Includes Refinancing Loans):1995-$0 ; 1996 - $0;
Percentage of ResidentialLending - Minorities: 1995 - 0%; 1996 ~ 4.2%;
Percentage of Residential Lending - Target Area: 1995 - 0%; 1996 - 0%;
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 - 9.0%, $1,835,000( 30 Loans);

Bay View Federal S/L
TA HMDA Residential Lending (Includes Refinancing Loans):1995- § §3,000(4 Loans);
1996 - $640,000 (4 Loans);
Percentageof Residential Lending - Minorities: 1995 - 5.0%; 1996 - 6.7%;
Percentage of Residential Lending - Target Area: 1995 - 8.0%; 1996 - 13.3%;

BNC Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans): 1996 - $276,000(9 Loans);
Percentage of Residential Lending - Minorities: 1996 - 36.9%;
Percentage of ResidentialLending- Target Area: 1996 - 10.0%;

Brewery Credit Union
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $70,000 (3 L.oans);
1996 - $45,000 (4 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 42.1%; 1996 - 44.0%;
Percentage of ResidentialLending- Target Area: 1995 - 14.3%; 1996 - 18.2%,;
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APPENDIX B

The percentages of lending to minorities includes refinancing loans. The percentages of lending to the Target Area (TA)
excludes refinancing loans. Appendix B includes lenders with branch offices in the Milwaukee metro area and twenty or
more residential loans closed.

Central States Mortgage Co.
TA HMDA Residential Lending (Includes Refinancing Loans):1995- $794,000(14 Loans);
1996 - $1.2 million (15 Loans);
Percentage of Residential Lending - Minorities: 1993 - 0%; 1996 - 12.2%;
Percentage of Residential Lending - Target Area: 1995 - 4.0%; 1996 - 3.5%;

Chase Manhattan Mortgage
TA HMDA Residentiat Lending (Includes Refinancing Loans): 1995-$185,000(3 Loans); 1996 - 30;
Percentage of Residential Lending - Minorities: 1995 - 4.9%; 1996 - §.6%;
Percentage of ResidentialLending - Target Area: 1995 - 7.0%; 1996 - 0%,

City First Credit Union
TA HMDA Residential Lending {Includes Refinancing Loans):1995-%0 ; 1996 - $12,000 (1 Loans});
Percentage of Residential Lending - Minorities: 1995 - 0%,; 1996 - 7.9%;
Percentage of ResidentialLending - Target Area: 1995 - 0%; 1996 - 4.2%,;

City Scape Corporation
TA HMDA Residential Lending (Includes Refinancing Loans):1995- $0; 1996 - $87,000 (3 Loans);
Percentage of ResidentialL.ending - Minorities: 1995 - 0%; 1996 - 16.0%;
Percentage of Residential Lending - Target Area: 1995 - 0%; 1996 - 11.1%;

Citizens Bank of Mukwonago
TA HMDA Residential Lending (Includes Refinancing Loans): 1995-$0; 1996 - $0;
Percentage of Residential Lending - Minorities: 1995 - 1.4%; 1996 - 0.4%;
Percentage of ResidentialLending - Target Area: 1995 - 0%; 1996 - 0%,

Columbia Savings & Loans
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $158,000 (7 Loans);
1996 - $101,000(5 Loans);
Percentage of Residential Lending - Minorities: 1995 - 100.0%; 1996 - 97.7%,;
Percentageof Residential Lending - Target Area: 1995 - 25.0%; 1996 - 9.1%;

Comcor Mortgage Corp.
TA HMDA Residential Lending (Includes Refinancing Loans):1995-$33,000 (1 Loans); 1996 - $0;
TA WHEDA HOME Loans: 1995 - $0; 1996 $32,000 (1 Loans);
Percentageof ResidentialLending - Minorities: 1995 - 5.1%,; 1996 -4.2%;
Percentage of ResidentialLending - Target Area: 1995 - 0.5%; 1996 - 0.5%;

Community Bank of Grafton
TA HMDA Residential Lending (Inciudes Refinancing Loans):1995-%0 ; 1996 - 30;
Percentageof Residential Lending - Minorities: 1995 - 9.5%; 1996 - 11.4%;
Percentageof Residential Lending - Target Area: 1995 - 0%; 1996 - 0%;
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APPENDIX B

The percentages of lending to minorities includes refinancing loans. The percentages of lending to the Target
excludes refinancing loans. Appendix B includes lenders with branch offices in the Milwaukee metro area anc
more residential loans closed,

Continental Savings Bank
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $356,000 (9 Loans);
1996 - $326,000 (10 Loans);
TA WHEDA HOME Loans: 1995 - $99,0600 (2 Loans); 1996 $0;
Percentage of ResidentialLending - Minorities: 1995 - 10.6%; 1996 - 14.0%;
Percentage of ResidentialLending - Target Area: 1995 - 10.1%; 1996 - 8.1%;

CornerStone Credit Union
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $52,000 (2 Loans);
1996 - $57,000(2 Loans);
Percentage of Residential Lending - Minorities: 1995 - 0%; 1996 - 6.5%,;
Percentage of ResidentialLending - Target Area: 1995 - 5.0%; 1996 - 5.0%;

Countrywide Funding Corp.
TA HMDA Residential Lending {Includes Refinancing Loans):1995-$812,000(25 Loans}; 1996 - 30;
Percentage of Residential Lending - Minorities: 1995 - 12.8%; 1996 - 9.5%;
Percentage of ResidentialLending - Target Area: 1995 - 2.8%; 1996 - 0.0%;

Crossland Mortgage Corp.
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $169,000 (2 Loans);
1996 - % 77,000(2 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 15.1%; 1996 - 22.5%,;
Percentage of ResidentialLending - Target Area: 1995 - 0%; 1996 - 4.0%;

CTX Mortgage Company
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $446,000 (12 Loans);
1996 - $565,000 (16 Loans),
Percentage of Residential Lending - Minorities: 1995 - 28 .2%; 1996 - 42.5%;
Percentage of ResidentialLending - Target Area: 1995 - 8.6%; 1996 - 6.2%;

Deposit Guaranty Mortgage
TA HMDA Residential Lending {Includes Refinancing Loans):1995- $185,000 (2 Loans);
1996 - $398,000 (6 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 3.4%; 1996 3.9%;
Percentage of Residential Lending - Target Area: 1995 - 0%; 1996 - 1.7%,;

Educators Credit Union
TA HMDA ResidentialLending (Includes Refinancing Loans): 1995 - $206,000 (6 Loans);
1996 - $179,000 (5 Loans);
TA WHEDA HOME Loans: 1995 - $41,000(1 Loans); 1996 $104,000 (3 Loans);
Percentage of Residential Lending - Minorities: 1995 - 19.2%; 1996 - 15.2 %;
Percentageof Residential Lending- Target Area: 1995 - 7.1%; 1996 - 8.5%;

EquiCredit Corp. of America
TA HMDA Residential Lending (Includes Refinancing Loans):1995-$0; 1996 - $328,000(10 Loans);
Percentage of Residential Lending - Minorities: 1995 - 10.0%; 1996 - 21.9%;
Percentage of ResidentialLending - Target Area: 1993 - 0%,; 1996 - 7.7%;
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APPENDIX B

The percentages of lending to minorities includes refinancing loans. The percentages of lending to the Target Area (TA)
excludes refinancing loans. Appendix B includes lenders with branch offices in the Milwaukee metro area and twenty or
more residential loans closed.

FBS Mortgage Corporation
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $388,000(10 Loans);
1996 - $193,000( 3 Leans);
TA WHEDA HOME Loans: 1995 - $220,000 (4 Loans); 1996 $37,000 (2 Loans);
Percentage of Residential Lending - Minorities: 1995 - 17.0%; 1996 - 47.4%;
Percentageof Residential Lending - Target Area: 1995 - 7.8%,; 1996 - 19.2%;

Fidelity Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans): 1995-$0 ; 1996 - $280,000(9 Loans);
Percentage of Residential Lending - Minorities: 1995 - 0%; 1996 - 24.1%,
Percentageof Residential Lending - Target Area: 1995 -0%; 1996 - 11.5%;

First Bank (N.A.) Milwaukee
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $240,000 (4 Loans);
1996 - $15,000(1 Loans);
Percentageof Residential Lending - Minorities: 1995 - 8.9%; 1996 - 10.3%;
Percentageof Residential Lending - Target Area: 1995 - 5.4%,; 1996 - 1.2%;
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 - 21.6%, $14,166,000( 77 Loans);

First Bank of Oconomowoc
TA HMDA Residential Lending (Includes Refinancing Loans): 1995- 50; 1996 - 30;
Percentage of Residential Lending - Minorities: 1995 - 0%; 1996 - 1.6%;
Percentageof Residential Lending - Target Area: 1995 - 0%; 1996 - 0%%;

First Chicago NBD Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans): 1996 - $0;
Percentage of Residential Lending - Minorities: 1996 - 6.5%;
Percentage of Residential Lending - Target Area: 1996 - 0%;

First Firancial Bauk F.S.B.
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $4.8 million (130 Loans);
1996 - $6.9 million (193 Loans);
TA WHEDA HOME Loans: 1995 - $240,000 (8 Loans); 1996 $602,000(15 Loans);
Percentage of Residential Lending - Minorities: 1995 - 11.6%; 1996 - 11.6%;
Percentageof Residential Lending - Target Area: 1995 - 4.6%; 1996 - 4.5%;
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 - 20.8%, $81,000 ( 10 Loans);

First FSB of Wisconsin
TA HMDA Residential Lending (Includes Refinancing Loans):1995- % 29,000(1 Loans);
1996 - $193,000 (3 Loans);
Percentageof ResidentialLending - Minorities: 1995 - 2.7%; 1996 - 0%,;
Percentageof Residential Lending - Target Area: 1995 - 3.6%,; 1996 - 15.0%;

First NationWide Mortgage
TA HMDA Residential Lending (Includes RefinancingLoans): 1995- $146,000(1 Loans);
1996 - $190,000 (3 Loans);
Percentage of Residential L.ending - Minorities: 1995 - 20.0%; 1996 - 16.7%;
Percentage of ResidentialLending - Target Area: 1995 - 16.7%,; 1996 - 22.2%;
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APPENDIX B

The percentages of lending to minorities includes refinancing loans. The percentages of lending to the Target Area (TA)
excludes refinancing loans. Appendix B includes lenders with branch offices in the Milwaukee metro area and twenty or
more residential loans closed.

First National Bank - Hartferd
TA HMDA Residential Lending (Includes Refinancing Loans):1595-$0; 1996 - §0;
Percentage of Residentiall.ending - Minorities: 1995 - 0%; 1996- 0%;
Percentageof ResidentialLending - Target Area: 1995 - 0%; 1996 - 0%;

First Service Credit Union
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $650,000 (26 Loans);
1996 - $105,000( 7 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 13.7%; 1996- 17.5%;
Percentageof Residentiailending - Target Area: 1995~ 12.1%; 1996 - 15.4%;

First Union Home Equity Bank
TA HMDA Residential Lending (Inctudes Refinancing Loans): 1995 - $650,000 (26 Loans);
1996 - $198,000( 8 Loans};
Percentage of Residential Lending - Minorities: 1995 - 3.2%; 1996 - 0%;
Percentage of Residential Lending - Target Area: 1995 - 6.5%; 1996 - 0%;

Firstar Bank of Milwaukee
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $2.4 million (105 Loans});
1996 - $2.8 million ( 97 Loans);
TA WHEDA HOME Loans: 1995 - $247,000 (6 Loans); 1996 $182,000 (6 Loans);
Percentage of Residentiall.ending - Minorities: 1995 - 15.6%; 1996 - 13.9%;
Percentage of Residential Lending - Target Area: 1995 - 6.3%; 1996 - 5.6%;
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 - 15.4%, $18.6 million (159 Loans);

First Plus Financial Inc.
TA HMDA Residential Lending (Includes Refinancing Loans): 1996 - $0;
Percentage of ResidentialLending- Minorities: 1996 - 14.4%;
Percentage of Residential Lending - Target Area: 1996 - 0%;

Fleet Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $362,000(13 Loans);
1996 - $437,200(13 Loans);
TA WHEDA HOME Loans: 1995 - $0; 1996 $29,000 (1 Loans);
Percentage of Residential Lending - Minorities: 1995 - 22.1%; 1996 - 19.7%;
Percentageof ResidentialLending - Target Area: 1995 - 2.0%; 1996 - 2.1%;

Ford Consumer Finance Co.
TA HMDA Residential Lending (Includes Refinancing Loans):1995- $1.1 million (33 Loans);
1996 - $3.5 million (98 Loans);
Percentage of Residential Lending - Minorities: 1995 - 35.5%; 1996 - 29.5%;
Percentage of ResidentialLending - Target Area: 1995 - 15.9%; 1996 - 21.8%;
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APPENDIX B

The percentages of lending to minorities includes refinancing loans. The percentages of lending to the Target Area (TA)
excludes refinancing loans. Appendix B inciudes lenders with branch offices in the Milwaukee metro area and twenty or

more residential loans closed.

GE Capital Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans):1995-$0 ; 1996 - $0;
Percentageof Residential Lending - Minorities: 1993 - 5.9%; 1996 - 0%;
Percentage of ResidentialLending - Target Area: 1995 - 0%,; 1996 - 0%,

Glacier Hills Credit Union
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $0; 1996 - 30,
Perceptageof 1995 MSA Residential Lending - Minorities: - 8.9%; 1996 - 0%;
Percentageof ResidentialLending - Target Area: 1995 - 0%; 1996 - 0%;

GMAC Mortgage Corporation
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $96,000(2 Loans);
1996 - $38,000(1 Loans);
Percentageof Residential Lending - Minorities: 1995 - 32.3%; 1996 - 19.0%;
Percentage of ResidentialLending - Target Area: 1995 - 0%; 1996 - 0%;

GN Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $0 ; 1996 - $0;
Percentage of ResidentialLending - Minorities: 1995 - 0%; 1996 - 2.6%;
Percentage of Residential Lending - Target Area: 1995 - 0%; 1996 - 0%;

Grafton State Bank
TA HMDA Residential Lending {Includes Refinancing Loans}:1995-50; 1996 - $0;
Percentage of Residential Lending - Minortties: 1995 - 0%; 1996 - 1.6%;
Percentage of Residential Lending - Target Area: 1995- 0%; 1996 - 0%;

Great Midwest Bank $.5.B.,
TA HMDA Residential Lending {Includes Refinancing Loans):1995 - 3108,000(2 Loans);
1996 - $132,000(3 Loans);
TA WHEDA HOME Loans; 1995 - $0; 1996 - $59,000(1 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 8.1%; 1996 - 6.4%;
Percentage of ResidentialLending- Target Area: 1995 - 0.6%; 1996 - 0.8%;

Great Western Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans):1995-3$0 1996 - $138,000 (3 Loans),
Percentage of Residential Lending - Minorities: 1995 - 0%; 1996 - 4.8%;
Percentage of Residential Lending - Target Area: 1995 - 0%; 1996 - 10.3%,;

Green Tree Financial
TA HMDA Residential Lending (Includes Refinancing Loans):1995- 8 60,002( 7 Loans);
1996 - $179,000(13 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 11.4%; 1996 - 13.1%,
Percentage of ResidentialLending- Target Area: 1995 - 5.2%; 1996 - 6.9%,;
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APPENDIX B

The percentages of lending to minorities includes refinancing loans. The percentages of lending to the Target Area (TA)
excludes refinancing loans. Appendix B includes lenders with branch offices in the Milwaukee metro area and twenty or
more residential loans closed.

Guaranty Bank S.5.B-
TA HMDA Residential Lending (Includes Refinancing Loans):1995- $113,000( 7 Loans);
1996 - $516,000(2C Loans);
Percentageof Residential Lending - Minorities: 1995 - 11.6%; 1996 - 14.8%;
Percentageof Residentiallending - Target Area: 1995 - 4.1%,; 1996 - 3.8%;

Guaranty Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans):1995- $1.5 million (25 Loans);
1996 - §1.3 million (25 Loans);
Percentage of Residential Lending - Minorities: 1995 - 22.5%; 1996 - 17.2%;
Percentage of Residential Lending - Target Area: 1995 - 2.7%; 1996 - 2.0%;

Guardian Credit Union
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $177,000( 7 Leans);
1996 - £226,000(11 Loans);
TA WHEDA HOME Loans: 1995 - $56,000 (1 Loans); 1996 $0;
Percentage of ResidentialLending - Minorities: 1995 - 13.1%; 1996 - 5.4%,;
Percentage of ResidentialLending - Target Area: 1995 - 5.1%; 1996 - 3.0%;

Hartford Savings Bank
TA HMDA Residential Lending (Includes Refinancing Loans):1995-$0; 1996 - $0;
Percentage of ResidentiatLending - Minorities: 1995 - 1.6%; 1996 - 1.3%;
Percentage of ResidentiatLending - Target Area: 1995 - 0%; 1996 - 0%;

Heritage Bank & Trust
TA HMDA Residential Lending {(Includes Refinancing Loans}:1995-334,000 (1 Loans) ; 1996 - $0;
Percentage of Residential Lending - Minorities: 1995 - 10.2%; 1996 - 2.2%;
Percentageof ResidentialLending - Target Area: 1995 -2.6%; 1996 - 0%,
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 - 18.3%, $2,856,000( 17 Loans);

IBM Mid America Employees
TA HMDA Residential Lending (Includes Refinancing Loans): 1995-$0 ; 1996 - $22,000 (1 Loans);
Percentage of Residential Lending - Minorities: 1995 - 4.3%; 1996 - 0%;
Percentage of ResidentialLending- Target Area: 1995 - 0%; 1996 - 3.6%;

Ixomia State Bank
TA HMDA Residential Lending (Includes Refinancing Loans): 1995-80 1996 - $0;
Percentage of ResidentialLending - Minorities: 1995 - 0%; 1996 - 4.8%;
Percentageof ResidentialLending - Target Area: 1995 - 0%; 1996 - 0%;

Kilbourn State Bank
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $208,000 (5 Loans);
1996 - $144,000 (5 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 5.5%; 1996 - 3.1%;
Percentage of ResidentialLending - Target Area: 1995 - 3.3 %,; 1996 - 7.8%;

Knutson Mortgage Corp.
TA HMDA Residential Lending (Inciudes Refinancing Loans):1995-$206,000 (2 Loans} ; 1996 - $0;
Percentageof ResidentialLending - Minorities: 1995 - 7.1%,; 1996 - 5.2%;
Percentage of ResidentialLending - Target Area: 1995 - 0%, 1996 - 09%;
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The percentages of lending to minorities includes refinancing loans. The percentages of lending to the Target Area (TA)
excludes refinancing loans. Appendix B includes lenders with branch offices in the Milwaukee metro area and twenty or
more residential loans closed.

Ladish Community Credit Union
TA HMDA Residential Lending (Includes Refinancing Loans): 1996 - $8,000 (2 Loans);
Percentage of ResidentialLending - Minorities: 1996 - 0%;
Percentageof ResidentialLending - Target Area: 1996 - 7.4%;

Landmark Credit Union
TA HMDA Residential Lending (Includes RefinancingLoans):1995- $ 88,000 (2 Loans);
1996 - $398,000 (5 Loans);
TA WHEDA HOME Loans: 1995 - $60,000 (1 Loans); 1996 $83,000 (2 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 1.5%; 1996 - 5.7%;
Percentage of ResidentialLending - Target Area: 1995 - 1.1%; 1996 - 1.2%;

Layton State Bank
TA HMDA Residential Lending (Includes Reftnancing Loans): 1995 - $12,000(2 Loans);

1996 - $116,000(2 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 9.1%; 1996 - 7.1%;

Percentage of ResidentialLending - Target Area: 1995 - 12.5%; 1996 - 8.7%;

Liberty Bank
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $287,000 (24 Loans);

1996 - $622,000 (20 Loans);
Percentage of Residential Lending - Minorities: 1995 - 63.0%; 1996 - 55.6%,;
Percentage of Residential Lending - Target Area: 1995 - 32.8%; 1996-25.8%;

Lincoln Savings Bank S.A.
TA HMDA Residential Lending (Includes RefinancingLoans): 1995- $ 45,000 (2 Loans);

1996 - $206,000(2 Loans);
Percentage of Residential Lending - Minorities: 1995 - 8.8%; 1996- 4.8%,
Percentage of ResidentialLending - Target Area: 1995 - 4.2%; 1996 - 3.4%;

Lincoln State Bank
TA HMDA Residential Lending (Includes Refinancing Loans):1995- $211,000(5 Loans) ; 1996 - $0;
Percentage of Residential Lending - Minorities: 1995 - 5.9%,; 1996 - 10.5%;
Percentage of ResidentialLending - Target Area: 1995 - 13.8%,; 1996 - 0%;

M & I Bank, SSB
TA HMDA Residential Lending (includes Refinancing Loans):1995-30 ; 1996 - $138,000(2 Loans);
Percentage of Residential Lending - Minorities: 1995 - 5.0%; 1996 - 11.4%;
Percentageof Residential Lending - Target Area: 1995 - 0%; 1996 - 7.1%;

M & I Menomonee Falls
TA HMDA Residential Lending (Includes Refinancing Loans): 1995-$52,000 (3 Loans); 1996 - $0;
TA WHEDA HOME Loans: 1995 - $80,000 (1 Loans); 1996 $0;
Percentage of ResidentialLending - Minorities: 1993 - 1.4%; 1996 - 3.5%;
Percentage of Residential Lending - Target Area: 1995 - 2.0%; 1996 - 0%;
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 - 5.9%, $3,983,000( 32 Loans)
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The percentages of lending to minorities includes refinancing loans. The percentages of lending to the Target Area (TA)
excludes refinancing loans. Appendix B includes lenders with branch offices in the Milwaukee metro area and twenty or
more residential loans closed.

M & I First National Bank
TA HMDA Residential Lending (Includes Refinancing Loans): 1995-50; 1996 - $0;
TA WHEDA HOME Loans: 1995 ~ $93,000(1 Loans); 1996 30;
Percentage of ResidentialLending - Minorities: 1995 - 0%; 1996 - 0.6%;
Percentage of ResidentialLending - Target Area: 1995 - 0.7%; 1996 - 0%;
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 - 0.0%;

M & I Lake Country Bank
TA HMDA Residential Lending (Includes Refinancing Loans):1995 - $84,000 (2 Loans);
1996 - $68,000 (1 Loans);
Percentage of Residential Lending - Minorities: 1995 - 2.0%; 1996 - 3.9%;
Percentage of ResidentialLending - Target Area: 1995 - 0.8%; 1996 - 0.6%;
Percentage & Amount of Low & Moderate income Area Business Loans 1996 - 2.4%, $2,744,600( 32 Loans);

M & I Marshall & Ilsley Bank
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $880,000 (64 Loans);
1996 - $926,000 (40 Loans);
TA WHEDA HOME Loans: 1995 - $1.4 million (44 Loans); 1996 $58,000(2 Loans),
Percentage of Residential Lending - Minorities: 1995 - 17.5%; 1996 - 13.5 %;
Percentage of ResidentiallLending - Target Area: 1995 - 6.7%; 1996 - 3.9%;
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 - 18.2%, $41,576,000(293 Loans);

M & I Mortgage Corp.
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $645,000(11 Loans);
1996 - $208,000( 8 Loans);
TA WHEDA HOME Loans: 1995 - $0; 1996 $58,000 (2 Loans);
Percentage of Residential Lending - Minorities: 1995 - 7.1%; 1996 - 8.7%;
Percentageof Residential Lending - Target Area: 1995 - 0.7%; 1996 - 1.2%,;

M & I Northern Bank
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $403,000 (10 Loans);
: 1996 - $114,000( 6 Loans);
TA WHEDA HOME Loans: 1995 - $62,000 (2 Loans); 1996 $125,0002 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 51.5%; 1996 - 31.0%;
Percentage of ResidentialLending - Target Area: 1995 - 9.1%; 1996 - 10.3%;
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 - 10.7%, $16.,8 million {117 Loans};

Maritime Savings Bank
TA HMDA Residential Lending (Includes Refinancing Loans):1995 - $559,000 (11 Loans);
1996 - $432,000(12 Loans);
TA WHEDA HOME Loans: 1995 - $41,000 (1 Loans); 1996 $52,000 (1 Loans);
Percentage of ResidentialLending- Minorities: 1995 - 7.4%; 1996 - 5.0%;
Percentageof ResidentialLending- Target Area: 1995 - 3.0%; 1996 - 5.4%,

Marquette Savings Bank
TA HMDA Residential Lending (Includes Refinancing Loans):1995 - $263,000 (7 Loans);
1996 -§ 74,000 (2 Loans);
Percentage of Residential Lending - Minorities: 1995 - 9.1%; 1996 - 0%;
Percentage of Residentiall.ending - Target Area: 1995 - 12.8%; 1996 - 4.2%;
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APPENDIX B

The percentages of lending to minorities includes refinancing loans. The percentages of lending to the Target Area (TA)
excludes refinancing loans. Appendix B includes lenders with branch offices in the Milwaukee metro area and twenty or
more residential loans closed.

Mellon Mortgage )
TA HMDA Residential Lending (Includes Refinancing Loans): 1995-$0 ; 1996 - $184,000(3 Loans),
Percentage of Residential Lending - Minorities: 1995 - 0%; 1996 - 16.1%,;
Percentage of ResidentialLending- Target Area: 1995 - 0%; 1996 - 2.2%;

Milwaukee Metropolitan Credit Union (MMCU)
TA HMDA Residential Lending (Includes Refinancing Loans): 1995- $ 42,000( 5 Loans);
~ 1996-8136,000( 11 Loans),
Percentage of Residentiallending - Minorities: 1995 - 17.3%; 1996 - 30.8%;
Percentage of Residential Lending - Target Area: 1995 - 8.2%; 1996 - 12.5%;

Milwaukee Western Bank
TA HMDA Residential Lending (Includes Refinancing Loans):1995- § 74,000 (4 Loans),
1996 - $412,000(6 Loans);
Percentage of Residential Lending - Minorities: 1995 - 18.7%; 1996 - 27.8%;
Percentage of Residential Lending - Target Area: 1995 - 6.5%; 1996 - 7.5%;

Mitchell Bank
TA HMDA Residential Lending (Includes Refinancing Loans):1995-$861,000 (5 Loans);
1996 - $ 44,000 (3 Loans);
Percentageof ResidentialLending - Minorities: 1995 - 25.67.5; 1996 - 27.6%;
Percentage of Residential Lending - Target Area: 1995 - 13.3%; 1996 - 9.5%;

Mitchell Savings Bank, S.A.
' TA HMDA Residential Lending (Inciudes Refinancing Loans):1995- § 40,000( 3 Loans);
1996 - $404,000 (10 Loans);
TA WHEDA HOME Loans: 1995 - $312,000 (9 Loans); 1996 $397,000 (10 Loans);
Percentage of Residential Lending - Minorities: 1995 - 16.2%; 1996 - 10.3%;
Percentage of ResidentialLending - Target Area: 1995 - 9.6%; 1996 - 5.4%;

Mortgage America
TA HMDA Residential Lending (Includes Refinancing Loans): 1995- $245,000(9 Loans);
1996 - $28,000 (1 Loans);
Percentage of Residential Lending - Minorities: 1995 - 20.3%; 1995 - 23.8%;
Percentageof Resideniial Lending - Target Area: 1993 - 0%; 1996 - 0%;

Mutual Savings Bank
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $505,000 (19 Loans);
1996 - $1.2 million (20 Loans);
TA WHEDA HOME Loans: 1995 - $0; 1996 $18,000(1 Loans);
Percentage of Residentiall.ending - Minorities: 1995 - 13.9%; 1996 - 12.7%;
Percentage of ResidentialLending - Target Area: 1995 - 3.0%; 1996 - 3.6%;
Percentage & Amount of Low & Moderate I[ncome Area Business Loans 1996 - 6.6%,$195,000( 5 Loans);

National City Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans):1995-$0 ; 1996 - $554,000(5 Loans);
Percentageof ResidentialLending- Minorities: 1995 - 16.7%; 1996 - 7.7%,
Percentage of Residential Lending - Target Area: 1993 - 0%; 1996 - 2.2%;
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The percentages of lending to minorities includes refinancing loans. The percentages of lending to the Target Area (TA)

excludes refinancing loans. Appendix B includes lenders with branch offices in the Milwaukee metro area and twenty or
more residentialloans closed.

National Exchange Bank & Trust
TA HMDA Residential Lending (Includes Refinancing Loans):1995-30; 1996 - $0;
Percentage of ResidentialLending - Minorities: 1995 - 0%; 1996 - 0%;
Percentageof ResidentialLending - Target Area: 1995 - 0%; 1996 - 0%;
Percentage & Amount of Low & Moderate Income Arca Business Loans 1996 - 2.2%, $10,000( ! Loans);

North American Mortgage Corp.
TA HMDA Residential Lending (Includes Refinancing Loans):1995- § 32,000 (1 Loans);
1996 - $342,000 (4 Loans);
TA WHEDA HOME Loans: 1995 - $0; 1996 $68,000 (1 Loans);
Percentage of Residential Lending - Minorities: 1995 - 21.1%; 1996 - 11.3%,
Percentageof Residential Lending - Target Area: 1995 - 1.3%; 1996 - 1.5%;

North Milwaukee State Bank
TA HMDA Residential Lending (Inchudes RefinancingLoans):1995-§ 91,000( 4 Loans);
1996 - $268,000(12 Loans);
Percentageof Residential Lending - Minorities: 1993 - 90.9%; 1996 - 53.8%;
Percentage of Residential Lending - Target Area: 1995 - 4.3%,; 1996 - 25.0%;

North Shore Bank, F.5.B.
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $363,000 (13 Loans);
1996 - $1.3 million (36 Loans);
TA WHEDA HOME Loans: 1995 - $223,000 (8 Loans); 1996 $823,000(26 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 16.7%:; 1996 - 11.6%,;
Percentage of ResidentialLending - Target Area: 1995 - 3.2%; 1996 - 5.1%;

Norwest Bank W1
TA HMDA Residential Lending (Includes Refinancing Loans}: 1995 - $828,000(36 Loans);
1996 - $514,000 (22 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 47.2%; 1996 - 9.6%;
Percentage of ResidentialLending - Target Area: 1995 -13.6%; 1996 - 5.8%;
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 - 20.6%, $5.2 million (48 Loans);

Norwest Mortgage, Inc.
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $254,000 (4 Loans);
1996 - $1.3 million (20 Loans);
TA WHEDA HOME Loans: 1995 - $161,000(5 Loans); 1996 $141,000(3 Loans);
Percentageof ResidentialLending - Minorities: 1995 - 14.7%; 1996 - 11.7%;
Percentageof ResidentialLending - Target Area: - 1995 - 1.9%; 1996 - 1.8%,;

0O1d Kent Mortgage Company
TA HMDA Residential Lending (Includes Refinancing Loans):1995-$80,000 (1 Loans); 1996 - 30,
Percentage of ResidentialLending - Minorities: 1995 - 9.5%; 1996 - 0%;
Percentage of ResidentialLending - Target Area: 1995 - 2.9%; 1996 - 0%,

QOption One Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans): 1995-80; 1996 - $218,000(10 Loans);
Percentage of Residential Lending - Minorities: 1995 - 22.6%,; 1996 - 29.5%;
Percentage of ResidentialLending - Target Area: 1995 - 0%,; 1996 - 15.2%;
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APPENDIX B

The percentages of lending to minorities includes refinancing loans. The percentages of lending to the Target Area (TA)
excludes refinancing loans. Appendix B includes lenders with branch offices in the Milwaukee metro area and twenty or
more residentialloans closed.

Ozaukee Bank
TA HMDA Residential Lending (Includes Refinancing Loans): 1995- 30; 1996 - $184,000 (4 Loans),
Percentage of Residential Lending - Minorities: 1995 - 1.5%; 1996 - 2.0%;
Percentage of ResidentiailLending - Target Area: 1995 - 0%; 1996 - 0.6%;

Park Bank
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $1.9 million (44 Loans);
1996 - $3.1 million {16 Loans);
Percentage of Residential Lending - Minorities: 1995 - 9.7%; 1996 - 12.5%;
Percentageof Residential Lending - Target Area: 1995 - 17.2%; 1996 - 15.1%;
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 - 19.3%, $12,961,000( 95 Loans);

PHH U.S. Mortgage Corporation
TA HMDA Residential Lending (Includes RefinancingLoans): 1995 - $136,000 (2 Loans);
1996 - $240,000(2 Loans),
Percentage of Residential Lending - Minorities: 1995 - 2.1%; 1996 - 6.4%,;
Percentage of ResidentialLending - Target Area: 1995 - 1.2%; 1996 - 0.8%;

PNC Mortgage Corp. of America
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $36,000 (1 Loans);
' 1996 - $70,000(2 Loans);
Percentageof ResidentialLending - Minorities: 1995 - 7.0%; 1996 - 7.6%;
Percentageof ResidentialLending - Target Area: 1995 - 0.5%; 1996 - 0.6%;

Port Washington State Bank
TA HMDA Residential Lending (Includes Refinancing Loans):1995-30; 1996 - 30;
Percentage of ResidentialLending - Minerities: 1995 - 2.9%; 1996 - 1.6%,;
Percentage of Residential Lending - Target Area: 1995 - 0%, 1996 - 0%,

Prudential Home Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans): 1995-$0; 1996 - 30;
Percentageof ResidentialLending - Minorities: 1995 - 9.5%; 1996 - 3.6%;
Percentage of ResidentialLending - Target Area: 1995 - 0%; 1996 - 0%;

Pulte Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans): 1996 - $0;
Percentage of Residential Lending - Minorities: 1996 - 9.1%;
Percentageof ResidentiaiLending - Target Area; 1996 - 0%;

Quality Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans): 1995-$0; 1996 - $304,000(12 Loans);
Percentage of ResidentiaiLending - Minorities: 1995 - 22.2%; 1996 - 47.6%,
Percentageof ResidentialLending - Target Area: 1995 - 0%; 1996 - 24.0%;

Reliance Savings Bank
TA HMDA Residential Lending (Includes Refinancing Loans): 1995-3 7,000 (1 Loans);
1996 - $154,000(4 Loans);
Percentage of Residential Lending - Minorities: 1995 - 3.8%; 1996 - 0%;
Percentage of ResidentialLending - Target Area: 1995 - 4.2%; 1996 - 16.7%;
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The percentages of iending to minorities includes refinancing loans. The percentages of lending to the Target Area (TA)
excludes refinancing loans. Appendix B includes lenders with branch offices in the Milwaukee metro area and twenty or
more residential loans closed.

ReliaStar Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans): 1996 - $352,000(2 Loans);
Percentage of Residential Lending - Minorities: 1996 - 5.1%,;
Percentage of ResidentialLending - Target Area: 1996 - 1.9%,;

Residential Money Centers
TA HMDA Residential Lending (Includes Refinancing Loans): 1996 - $104,000 (4 Loans),
Percentage of ResidentialLending- 1996 -11.4%;
Percentage of ResidentialLending- 1996 - 40.0%;

Resource Bancshares Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans):1995-80; 1996 - $0;
Percentage of Residentiall.ending- Minorities: 1995 - 1.4%; 1996 - 5.5%;
Percentage of Residentiall.ending - Target Area: 1995 - 0%; 1996 - 0%;

St, Francis Bank, F.S.B.
TA HMDA Residential Lending (Inciudes Refinancing Loans): 1995 - $1.5 million (73 Loans);
1996 - $2.1 million (72 Loans);
TA WHEDA HOME Loans: 1995 - $733,000(23 Loans); 1996 $442,000(13 Loans);
Percentage of Residentiall.ending - Minorities: 1995 - 26.7%; 1996 - 19.0%;
Percentage of ResidentialLending - Target Area: 1995 - 9.9%; 1996 - 6.0%,;
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 - 2.9%, $91,000 ( 2 Loans);

Security Bank, 5.5.B.
TA HMDA Residential Lending (Includes Refinancing Loans):1995- 3 7.3 million ( 9! Loans);
1996 - $19.8 million (156 Loans);
TA WHEDA HOME Loans: 1995 - $151,000(3 Loans); 1996 - $245,000(7 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 11.9%; 1996 - 12.7%;
Percentage of ResidentialLending - Target Area: 1995 - 5.1%; 1996 -5.6%;
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 - 12.4%, $2,149,000( 11 Loans);

South Milwaukee Savings Bank
TA HMDA Residential Lending (Includes Refinancing Loans):1995-8 48,000 (1 Loans);
1996 - $126,000(3 Loans);
Percentage of Residential Lending - Minorities: 1995 - 6.4%; 1996 - 3.8%;
Percentage of ResidentialLending - Target Area: 1995 - 0.9%; 1996 - 0.9%;

State Bank of Newburg
TA HMDA Residential Lending (Includes Refinancing Loans): 1995-30; 1996 - $0;
Percentage of ResidentialLending - Minorities: 1995 - 0%,; 1996 - 0%;
Percentage of ResidentialLending - Target Area: 1995 - 0%; 1996 - 0%;

State Central Credit Union
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $36,000 (7 Loans);
1996 - £$28,000 (5 L.oans);
Percentage of ResidentialLending - Minorities: 1995 - 8.2%; 1996 - 12.3%;
Percentage of ResidentialLending - Target Area: 1995 - 7.2%; 1996 - 6.8%;
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The percentages of lending to minorities includes refinancing loans. The percentages of lending to the Target Area (TA)
excludes refinancing loans. Appendix B includes lenders with branch offices in the Milwaukee inetro area and twenty or
more residential loans closed.

State Financial Bank
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $568,000 (11 Loans);
1996 - $836,000 (23 Loans);
Percentageof ResidentialLending - Minorities: 1995 - 17.4%; 1996 - 21.7%,
Percentageof ResidentialLending- Target Area: 1995 - 6.9%; 1996 - 11.6%,;

TCF Bapk Wisconsin FSB
TA HMDA Residential Lending (Includes RefinancingLoans): 1995 - $504,000 (21 Loans);
1996 - $521,000(23 Loans);
TA WHEDA HOME Loans: 1995 - $0; 1996 $558,000(9 Loans);
Percentage of Residential Lending - Minorities: 1995 - 23.3%: 1996 - 26.8%,;
Percentage of ResidentialLending - Target Area: 1995 - 4.9%; 1996 - 10.6%;
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 - 9.8%, $3,394,000 (8 Loans);

The Money Store
TA HMDA Residential Lending (Includes Refinancing Loans): 1595 - $651,000 (18 Loans);
1996 - $1.5 million (59 Loans);
Percentageof Residential Lending - Minorities: 1993 - 38.9%, 1996 - 27.9%,;
Percentage of ResidentialLending - Target Area: 1995 - 8.3%; 1996 - 12.0%;

The Equitable Bank, F.S.B.
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $1.8 million (33 Loans});
1996 - $9.6 million (40 Loans);
TA WHEDA HOME Loans: 1995 - $82,000(2 Loans); 1996 $164,000(5 Loans);
Percentageof ResidentialLending - Minorities: 1995 - 11.2%; 1996 - 13.2%;
Percentage of ResidentialLending - Target Area: 1995 - 4.9%; 1996 - 5.7%;

TransamericaFinancial Services
TA HMDA Residential Lending (Includes Refinancing Loans):1995- $110,000 (13 Loans);
1996 - § 24,000( 3 Loans);
Percentageof Residential Lending - Minorities: 1995 - 41.3%; 1996 - 43.8%;
Percentageof ResidentialLending - Target Area: 1995 - 15.8%; 1996 - 7.7%;

Tri City National Bank
TA HMDA Residential Lending (Includes Refinancing Loans): 1995 - $336,000 (14 Loans);
1996 - $639,000 (15 Loans);
TA WHEDA HOME Loans: 1995 - $122,000(3 Loans); 1996 $15,000(1 Loans):
Percentage of Residential Lending - Minorities: 1995 ~ 11.4%,; 1996 - 10.0%;
Percentage of ResidentialLending - Target Area: 1995 - 6.2%; 1996 - 2.8%;
Percentage & Amount of Low & Moderate Income Area Business Loars 1996 - 13.8%, $2.3 million (47 Loans);

Trustcorp Mortgage Company
TA HMDA Residential Lending (Includes Refinancing Loans):1995-80; 1996 - $0;
Percentage of ResidentialLending - Minorities: 1995 - 4.7%; 1996 - 3.3%;
Percentage of ResidentialLending - Target Area: 1995 - 0%; 1996 - 0%;

United Companies Lending Corp.
TA HMDA Residential Lending (Inciudes Refinancing Loans): 1995 - $264,000 (10 Loans);
1996 - $102,000(5 Loans);
Percentage of Residential Lending - Minorities: 1995 - 77.8%:; 1996 - 62.8%;
Percentage of ResidentialL.ending - Target Area: 1995 - 5.6%; 1996 - 3.1%;
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The percentages of lending to minorities includes refinancing loans. The percentages of lending to the Target Area (TA
excludes refinancing loans. Appendix B includes lenders with branch offices in the Milwaukee metro area and twenty ¢
more residentialloans closed.

Universal Mortgage
TA HMDA Residential Lending (Includes Refinancing Loans): 1995- $412,000( 9 Loans);
1996 - $663,000 (14 Loans),
TA WHEDA HOME Loans: 1995 - $33,000(1 Loans); 1996 $25,000(1 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 22.0%; 1996 - 13.8%;
Percentageof Residentiallending - Target Area: 1995 - 3.1%; 1996 - 2.6%;

Universal Savings Bank
TA HMDA Residential Lending (Includes RefinancingLoans):1995 - $216,000(8 Loans);
1996 - $215,000 (7 Loans);
TA WHEDA HOME Loans: 1995 - $48,000 (1 Loans); 1996 $23,000(1 Loans);
Percentage of ResidentialLending - Minorities: 1995 - 15.6%; 1996 - 9.5%;
Percentage of Residentiallending - “arget Area: 1995 - 10.5%; 1996 - 1.1%;

University of Wisconsin Credit Union
TA HMDA Residential Lending (Includes Refinancing Loans):1995-30 ; 1996 - $0;
Percentageof Residentiallending - Minorities: 1995 - 25.0%; 1996 - 14.7%;
Percentage of ResidentialLending - Target Area: 1993 - 0%; 1996 - 0%

Waukesha State Bank
TA HMDA Residential Lending (Includes Refinancing Loans):1995- $111,000 (5 Loans);
1996 - § 49,000 (3 Loans);
Percentage of Residential Lending - Minorities: 1995 - 7.1%; 1996 - 5.4%;
Percentage of ResidentialLending - Target Area: 1995 - 2.0%; 1996 - 0.9%,;
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 - 5.5%,5$1,431,000( 39 Loans);

Wauwatosa Savings Bank
TA HMDA Residential Lending (Incindes Refinancing Loans): 1995 - $2.6 million (33 Loans};
1996 - $6.3 million (34 Loans);
Percentage of ResidentialLending- Minorities: 1995 - 7.3%; 1996 - 7.0%;
Percentage of Residential Lending - Target Area: 1995 - 4.2%5; 1996 - 4.7%;
Percentage & Amount of Low & Moderate Income Area Business Loans 1996 - 44.4%,$1,336,000( 16 Loans);

West Allis Savings Bank, S.A.
TA HMDA Residential Lending (Includes Refinancing Loans): 1995- $520,000{ 6 Loans);
1996 - $574,000(13 Loans);
Percentage of Residential Lending - Minorities: 1995 - 4.9%; 1996 - 4.9%;
Percentage of ResidentialLending - Target Area: 1995 - 1.9%; 1996 - 1.4%;

Wisconsin Mortgage Corp.
TA HMDA Residential Lending (Includes Refinancing Loans):1995- $525,000 (10 Loans),
1996 - $332,000( 6 Loans);
TA WHEDA HOME Loans: 1995 - $92,000 (1 Loans); 1996 $201,000 (4 Loans),
Percentage of ResidentialLending- Minorities: 1995 - 10.4%; 1996 - 11.2%;
Percentage of ResidentialLending - Target Area: 1995 - 1.1%; 1996 - 1.1%;
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Testimony before the Federal Reserve Bank
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Page |

Good morning. I want to begin by thanking the Federal Reserve for holding these
hearings. As I will document in my testimony, the issues before us are critical to the well
being of this community and many others around the country.

We need to guarantee that the merger before us meets the criteria of protecting workers,
minorities, consumers, depositors, businesses, non-profits and other partners in community
development.

We have set our public policy on bank mergers based on some painful historical lessons,
and as the result of some laxness in our past attention to developments in the financial
sector. These decisions, once taken, cannot be undone.

In his classic 1946 film It’s a Wonderful Life Frank Capra laid before us two fundamental
questions which have resonated with great empathy with the American Public. Capra asks
us to ponder the role of the community bank and the community banker in the life of the
community. And, Capra asks us to think about the nature of history and the highly
divergent paths which history can take, to be changed for better or worse by the actions of
ordinary men and women.

Those are precisely the questions we face in these hearings this morning. It is not my intent
or desire to romanticize the state of community banking in Chicago.

However, the relations between Chicago’s First National Bank and Chicago’s
extraordinarily rich economic, social and cultural life have developed over many years and
as the result of the efforts of many individuals and institutions.

We simply cannot afford to throw away or, throug gh our inaction, allow years of

community/bank relationships to dissipate.

In response to those who say the mythical unregulated market is best arbiter economic

ctrrrntirrag T wrnay 1A acgaré that lanl; af canteal af marlrate heanght e tha rhianitanng o nn‘!
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salesman, one in seven children without health insurance, a mountain of garbage in
Lawndale and the lamentable need, in this day and age, for a task force on sweat shops in
Chicago.

I would urge that the Federal Reserve consider the impact of this merger on the health of
the financial industry and I am certain you are making a careful analysis of that aspect.
But this morning I would like to suggest that the health of the financial industry is
inseparable from the financial health of the broader community.
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It follows logically that we should strive to understand the impact of this merger on the
larger community and weigh that impact against any benefits which may accrue. As a
minimum we should consider structuring the merger to minimize negative impacts on the
broader community.

I would hope that the Fed consider, attempt to quantify, and take into account these
concerns:

> The number of jobs which may be lost, especially those back office jobs which may
be accessible to welfare-to-work program participants. The loss of jobs seems,
without specific guarantees to the contrary, likely, with the main loss concentrated
in entry level jobs.

> The amount of CIC lending and community development investment with
community partners - the agreements with the Chicago CRA coalition could serve
as a model for all markets served by the merged companies. Certainly such
agreements would go far in stabilizing the process of community reinvestment.
Lack of such agreements would certainly threaten the process of reinvestment both
in their direct impact and as a negative signal to other investors and institutions.

> The impact on minority lending, both the availability of loans and any
disproportion in the rates at which loans are offered. Serious questions have been
raised regarding the Bank One record in minority lending in communities such as
Denver and Milwaukee. From a community perspective, First Chicago’s strong
commitment to retail mortgage lending, including lending in minority and
disinvested communities should be protected and expanded to the entire area served
by the new merged companies. One would suggest that such commitments or
agreements should become a standard for all bank merger applications and that
regulators insist upon detailed agreement as a regular part of the merger process.

> First Chicago has pro-actively taken the initiative in renewing and extending
partnership agreements with community groups. Some reports indicate that Bank
One has not followed suit in other communities. The seriousness of this lack of
agreement was recently underscored by Chairman Greenspan statement that CRA
agreements will not be recognized or enforced by the Federal Reserve. Clearly the
good will of the parties, and their willingness to enter freely into agreements and
partnerships with community groups is a bell weather of future cooperation.

> First Chicago’s senior management team is the repository of one of the most
extensive and critical institutional memories in the financial community. We are
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deeply concerned that, unless concrete steps are taken to protect and pass along that
memory, Chicago will be forced to spend significant resources in reinventing the
wheel, sometimes at great human cost. Unless specific steps are taken to ensure that
key First Chicago personnel with the experience, knowledge and sensitivity in
community development are retained and given the authority to continue their
work, much of what has been accomplished is placed in peril.

> As any Chicagoan will tell you, local concern over the cost of ATM transactions, and
the perception, real or not, of reduction of service due to lack of access to human
tellers reached enormous proportions over the last year or two. Will the merger
result in reduced competition and less attention to customer service, especially for
seniors and those living in communities with few banking facilities? First Chicago
has committed to opening four full-service branches in low-income neighberhoods.
The durability and impact of this commitment would be reinforced with similar
commitments throughout the service area.

In Frank Capra’s world good always triumphs, the innocent are protected and, in the
grand conflict between narrow interests and the welfare of the community and the nation
we are assured of the outcome before the lights go down.

We have no such assurances in real life. However, we take note of another important
lesson of Wenderful Life.

Ultimately, the fate of any community rests on the determination and actions of its people.
We trust that you will accept and act upon the testimony offered here today in that spirit.
Thank vou.
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Good morning, I am Denver City Councilman Hiawatha Davis, Jr. 1
represent Denver’s City Council District 8, a predominantly low to
moderate income and minority district. This council district is in the
center city and it is being impacted by a dramatic economic surge,
and a population increase that has contributed to increasing rents
and a virtual loss of low to moderate income housing choices.

As rents increase, moderate income families would do better if they
could purchase a home before they are completely priced out of the
city. Rental opportunities and home ownership opportunities are
shrinking to the point of crisis.

Yes, Denver is in the midst of an upscale housing boom with
downtown loft projects and middle income housing developments
springing up all over the city. Denver is also in the midst of its worst
crisis in terms of affordable, low and moderately priced housing.
There is very little capital being made available for low to moderate
income home buyers, and not much being made available to non-
profit developers of low and moderately priced housing. If trends
continue, this crisis will only get worse.

I am here today to ask for your help getting Bank One to live up to
the principles articulated in the Community Reinvestment Act as it
pertains to Denver.

Prior to the close of initial comments on this merger, I was joined by
10 of my 13 colleagues on City Council, Denver’s Congresswoman, 3
Colorado State Representatives and a State Senator, all of whom
were concerned about Bank One’s discriminatory lending practices



toward minorities, especially in the area of home mortgages. We all
requested an extension to the comment period which we thank the
Federal Reserve Board for granting, and requested a public hearing
in Denver. While we are disappointed a hearing in Denver could not
be accommodated, I am honored to be here today to testify on the
merger between Bank One and First Chicago/NBD. This merger is
of no small matter to my community and constituents -- the new
entity will be the biggest bank in between the Appalachians and the
Rockies, serving millions of consumers who wiil be directly affected
by the way it does business.

And if the way it is conducting its business currently is any guide,
Bank One needs to significantly change its approach to lower income
and minority communities. Its record of providing mortgage
financing in Denver has been appalling. In 1995, Bank One made 12
mortgage loans to African Americans and Latinos. In 1996, it made
none. It took no applications from Latinos or African Americans in
1996 either.

As I mentioned earlier, I represent a predominantly minority district.
I have plenty of constituents struggling with high rent, struggling to
get ahead, who want to achieve the American dream of becoming
homeowners. But that dream won't be achieved with any help from
Bank One. They could not find a single minority in the city of Denver
in 1996 to even take an application for a mortgage from. Something
is wrong. And unless Bank One makes some commitments to change
this record, when my constituents ask me where to go about
becoming homeowners, I'll have to say not at Bank One.

This lack of service to the minority community in Denver is
outrageous. Latinos make up 23% of the population in Denver and
African Americans account for 12.8% of the population. To ignore
over one out of three consumers in the Denver area is
unconscionable.
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Access to credit is essential to breaking the cycle of poverty. Home
ownership is the best route to building wealth and achieving the
American dream. One of the most important measurements of an
institution's commitment to move American families to self
sufficiency and economic stability is the entrance into home
ownership. Renters have greater difficulty accumulating and
maintaining wealth than homeowners. Particularly for African
Americans, home ownership is the bellweather for wealth.
According to the Department for Housing and Urban Development,
African American renters have a net worth of $500 on average, while
African American homeowners have a net worth of more than
$48,000.

Bank One's failure to provide this needed credit demonstrates its
disregard for Denver's minority communities and consumers. The
vast bulk of Bank One's mortgages went to the wealthiest and
whitest Denver neighborhoods. 42% of its mortgages were made in
census tracts where the population was more than 90% white. An
additional 41% of its home purchase mortgages were made to
neighborhoods where whites made up between 75% and 90% of the
population. Only one of its loans, under 2%, went to a census tract
where minorities were more than half the population in 1996. And
that loan was not even made to a Latino or African American, since
we know that no applications were taken from this population in '%.

Bank One has a comparable disregard for low-income communities.
In 1995, more than one third of those under 50% of the median
income were rejected for home mortgages -- more than three times
the rate of applicants earning over 120% of the area median income.
In 1996, it took more than 80% percent fewer applications from low-
income people. Just 4, or less than 7%, of its mortgage loans went to
neighborhoods with incomes below 50% of the area median income.

Additionally, Bank One has so far refused to make a lending
commitment for the Denver area. It pledged $4 billion for Chicago
and $3 billion for Detroit but not one penny for Denver. If it made



the comparable commitment for Denver that it made in Detroit,
based on deposit base, Bank One would have to invest over $800
million in Denver. That would be a huge influx of needed capital
into Denver's economy and would make a significant difference in
the economic future of the city. It is money that could be spent on
urban renewal, affordable housing, small business lending that
provides employment, and countless other alternatives that could
finance the expansion of opportunity in Denver. Instead, Bank One
offers the city nothing.

It isn't that no one has asked either. Community groups and elected
officials have approached Bank One and solicited its cooperation.
Bank One is uninterested in coordinating its efforts with folks in
Denver. This merger is making Bank One a powerful player in the
midwest, but Bank One is offering consumers and communities
essentially nothing. It indicates that it is pulling out of the home
mortgage business and focusing on credit cards and loans to
businesses. This is unacceptable.

Bank One does have a branch in my district. Its disturbing to me that
this institution seems fine taking the money of people of color in
Denver, but is unwilling to give anything back. It makes me sad to
think of minority constituents of mine depositing their hard earned
money in that Bank One branch in my district, some of them trying to
save to buy a home, and knowing that Bank One could not find one
of them worthy of a mortgage in 199%.

The Federal Reserve should prohibit this merger unless Bank One
changes the way it does business in minority communities. It cannot
be allowed to ignore the need for mortgage credit in our cities. It
must demonstrate a commitment to minority and low-income areas,
where access to credit is desperately needed. Bank One should not be
given a free ride, with greater access to new markets, without any
consideration of its record. It is time to hold the financial world
accountable, and require it to meet the needs of all of America, not
just the affluent white suburbs.
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Executive Assistant to Mayor Lashutka

Good morning, my name is Ralph Smithers and f am
Executive Assistant to Gregory Lashutka, Mayor of Columbus. |
am here today at the request of Mayor Lashutka who is traveling
in Europe and unable to present this testimony in person.

As you know, the merger of Banc One and First Chicago is
a bittersweet development for the people of Columbus. On one
hand, it signifies that our hometown bank has truly become a
national company. But, on the other hand, its decision to
relocate its corporate headquarters from Columbus to Chicago
is difficult for us to accept. Perhaps an apt analogy would be
one of a parent who has proudly watched their child grow up but
sad to see the child leave home to go out into the world.

But in a sense this is different. Banc One is growing up but
not really leaving us. Banc One employs more than ten
thousand in Columbus and following the merger that number is

not expected to diminish. In fact, the continued prosperity of the



company will likely cause an increase in employment in the
Columbus market. Many of Banc One’s significant businesses,
including their Retail Banking and computer operations center,
will remain in Columbus.

Along with these important lines of business, many people
will also remain. The people of Banc One are leaders. They
have made important contributions to the development of
Columbus starting with the Chairman, John B. McCoy, who has
chaired one of the City’s most significant urban renewal
programs in our history - the Capital South Community Urban
Redevelopment Corporation. Mr. McCoy has committed to
Mayor Lashutka that he will continue on in his capacity as
Chairman of Capital South and other Banc One officers will also
continue to serve in leadership roles for our riverfront
development, our chamber of commerce, the City’s
neighborhood development loan committee, the Columbus
Compact and Fannie Mae’s Columbus Partnership Office and

many other initiatives which are important to our community.



The people of Banc One volunteer to help children with their
school work, they provide help to the homeless and food to the
needy. They are actively engaged in supporting quality health
care in our community and have consistently set the pace for
one of the most successful United Way organizations in
America.

Perhaps less well known are the many unsung personal
contributions made by employees of Banc One who, as they
have prospered on an individuals basis, have provided
significant support to the Columbus Foundation. The Columbus
Foundation is today one of the largest community foundations in
America - the generous contributions from people who work for
companies like Banc One have made this possible.

With respect to economic and community development,
Banc One has been a reliable partner as long as | can remember
- and I've been around for more than f@é:t;/ years. When the

City undertook a large and risky central city redevelopment

project in the seventies, Banc One stepped forward to help with

L. 8



the financing. When the federal government threatened to pull
its financial support, Bank One lenders flew to Washington to
change their minds. When the City of Columbus decided to
launch a major public-private partnership with the Enterprise
Foundation to promote home ownership and foster community-
based development, Banc One stepped out in front with both its
human and financial capital. During the last five or so years,
Banc One has financed more than 1,200 units of affordable rental
housing in the City of Columbus, including two major YMCA and
YWCA single room occupancy projects and the first
redevelopment of a public housing project in the state. Last year
alone, Bank One made more than 12,000 loans to consumers
residing in low and moderate income neighborhoods of the
Columbus area and financed $162 million in small business
loans to more than 1,800 small business owners.

Recently, a group of neighborhood representatives wanted
to undertake a comprehensive revitalization of their community.

They went to Banc One for help in getting started. Banc One’s

ki B



staff took the group to other markets where they had
participated in similar initiatives. | accompanied the group to
Indianapolis to study how projects were started. The one thing
we learned is that partnership is the foundation of community
development and that partnerships are built on local resources
and local commitment. No two cities are the same and the
beauty of a company like Banc One is that it has the local capital
- financial, human, technical, and philanthropic - and the
autonomy to commit to worthy local endeavors.

There are some folks who think this merger will cause Banc
One to turn its back on the Columbus community or who think
that the commitment of its people will somehow diminish if the
corporate headquarters leaves the City. But | don’t think this
merger is about creating something less or dismantling the
culture that made Banc One a great institution. | have seen what
Banc One has accomplished in other markets and their
commitment to the community is no less i#Palfas today than it

will be in Columbus tomorrow.



We look forward to your approval of this merger and to a
bright future with a strong company. We are proud to be a Banc
One community and look forward to working together in the days

to come to address the needs of our common constituencies.

Thank you.
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Madam Chairperson Dolores Smith, Director, Division of Consumer and
Community Affairs, Board of Governors, FRS, and other distinguished members
of the Federal Reserve Bank. The Coalition of Neighborhoods (Coalition or CN)
is a non-profit coalition of six racially and economically integrated communities.
The Coalition, in keeping with our mission to maintain, expand, and promote
healthy, integrated communities, have trained our leadership to integrate the
compliance requirements of HMDA, CRA, ECOA, RESPA, EEQ, and the Fair
Housing Act. It is our belief that the Federal Reserve System which has
contributed significantly to the establishment of these laws and regulations, must
now contribute more significantly to their enforcement.

The Coalition stands behind all of the statements in our July 13, 1998 challenge of
this merger. Banc One’s July 22, 1998 response to our challenge, specifically
Appendix B, C, and D may have some slightly different numbers than we
submitted, but the conclusions are the same. Their weak mortgage loan
production is not responsive to the need of a 38% home ownership rate in
Cincinnati. The unresponsive business lending speaks for itself, but I have
attached to this testimony a couple of antidotal situations (see Attachment #2)
that we believe illuminate what some black and white businesses from minority
census tracts experienced with Bank One Cincinnati. We believe that a public
hearing at the Cincinnati Federal Reserve Bank, comparison of the 1996 and 1997
HMDA data, and a residential mortgage and business loan file review will
support what we have alleged. Our challenge, and the bank’s responses,
adequately describes a "needs to improve” performance based on our prospective
of the lack of innovation, no complexities solved, and the unresponsiveness of
Banc One Corporation relative to the overall needs in the Cincinnati area (see
Attachment #I. Overall Needs-Community Banking Program, CBP).
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This hearing today, and the subsequent merger decision has more to do with the
credibility of the regulatory agencies, than that of the two banks involved.
Renowned HMDA, CRA and financial industry experts from all over the
country, in independent assessments of Banc One’s performance, have
concluded that the bank’s approval and denial patterns in black, Hispanic, and
LMI census fracts suggest violation of fair lending and consumer protection
laws, and therefore, non-compliance with CRA. And, First Chicago NBD's 1996
HMDA data shows that the bank only originated a total of 29 loans in MSA 1640,
all 29 went to white borrowers.

We find it odd that as the government, regulatory and financial industries move
to implement direct deposit programs under the EFT “99,” that Banc One would
close one of only three branches it has in Cincinnati’s black communities,
thereby reducing access. Given Banc One’s history, we are compelled to believe
that once the merger with First Chicago NBD is approved, this pattern of branch
closures within communities of color will continue. The Roselawn branch
closure also reduced competition, which may lead to over pricing of loans and
services by the one remaining bank in that community. We also find it odd that
the OCC nor the Federal Reserve found issue with the isolated North Fairmount
branch location, and the fact that it has no ATM or drive through window. How
does this decision meet the "convenience and needs of that community? Or
even nearby communities?

Bank One’s extremely poor record in the appointment of blacks to its board, to
"officers” positions, and its poor record in procurement of services from black
providers in comparison to whites, especially in the area of marketing and
advertisement was ignored on the basis that they don't fall under CRA. This is a
form of unsophisticated denial, and a sense of certainty that the Federal Reserve
won't integrate the analyses of these concepts in context to their relationship to
discriminatory lending. Our 25 years of experience in matters of race lead us to
strongly believe that a mentality and culture that refuses to properly serve blacks
in the areas above, will have no problem in rationalizing away the indications of
underserving and discrimination. In addition, you cannot penetrate a market if
you don’t advertise through it, and to it. Since Banc One does very little in this
area, the low number of black applications to Banc One from black borrowers is
the result.

Finally, with respect to partnership, we know that many NDC/CDC type
organizations have and will provide honest testimony as to how Banc One
partnered with them to achieve certain projects, but projects should not
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substitute for a broader economic development strategy and plan to address
comprehensive reinvestment needs.

Banc One has a business plan, with a budget. The Federal Reserve is deeply
involved in development of its Year 2000 Plan, and the budget to get it done.
Given this insight, we encourage the Federal Reserve to "push the envelope” on
performance and partnerships by giving the proposed Banc One/ First Chicago
NBD merger a conditional approval, until "market level" negotiated
agreements, similar to the agreement between First Chicago NBD and the
Chicago CRA Coalition have been established, with budgets.

Thank you very much for giving me an opportunity to express our opinion on
this proposed merger.
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COMMUNITY BANKING PROGRAM

Sy

The objective of the Coalition's Community Banking Program is to increase
fair and equal access to capital, credit, and banking services. In as much as
= the Coalition promotes integrated living, we encourage each lending
institution to diversify by race and gender throughout its structure and in its

programming.

g8

! A. Access to Capital

When individuals and businesses have fair and equal access to business

opportunities, the capital they earn will afford them checking, savings, and
] investment accounts with local banks, and will reduce the need for
unnecessary loans. There are a variety of methods from which individuals
and businesses access capital from lenders other than loans, for example:

1. Board members - The Coalition recommends a minimum of three
blacks and three women (6) seats on every board.

2. Executive and Senior Management - These groups should, at
m : minimum, reflect the population where the lender is located.
T
fh it
m 3. Employees and Consultants - Affirmative Action goals and

guidelines should be established and enforced.

4. Contractors, Vendors and Suppliers - A Minority Supplier Program
should be in place and enforced.

All of the above categories represent capital opportunities.



B. Access to Credit

Many individuals, communities and/or census tracts in communities have been denied
credit because of their race, their gender, and/or the race or gender composition of the
area for which a loan was designated. The Coalition believes there is great benefit for
the lender and the total community when written agreements are made in the following

dareas:

1. Loan Commitments - Each lender should commit to a five year plan with
yearly objectives of dollar amounts and /or number of loans they plan to
originate or purchase, i.e,,

- Single family
- Multi-family
- Home improvement
- Commercial
- Small and medium size businesses ($500 and up}
. start-up loans
. operating loans
. expansion loans
. lines of credit
- Neighborhood Business district development

2. Loan Criteria - Lenders have broad discretion as to whether they will
make allowances and/or give waivers that can make the difference in
whether a loan is made or denied. Following are some of the most critical
areas:

- credit history

- interest rates

- down payments

- points

- lender fees

- PMI

- property appraisal



3. Credit Needs Assessment - Although lenders administer de-centralized
needs assessments, loans made from this method generally do not have an
"up grade” impact on communities or their business districts. The
Coalition proposes concentrated needs assessments and an aggressive

loan rejection review process.

C. Banking Services - Low to moderate income communities and especially those
that are black are usually the areas where bank and S&L branches are not located.
Check Cashing businesses represent one indicator that banks are not providing a
needed service, and that residents are paying a high price simply to cash their checks.

s | )

Only one of six Coalition Communities have bank branches (Society and Fifth/Third)
and no S&L branches. As our member communities of 60,000 residents are moderate to
middle income, homeowner communities, with eight of the main traffic arteries
(Reading Rd., Dana Ave., Montgomery Rd., Gilbert Ave., Paddock Rd., Seymour Ave.,
Madison Rd., and Red Bank Rd.) running through them, there should be at least two
bank branches and two ATMs in each community.

In addition, all payroll and/or government checks should be accepted by all lenders for
a nominal fee, certainly below the 4% to 10% fee required by some Check Cashing

outlets.

D. General Philanthropic Giving

A review of the grants given by most lenders uncovered scant contributions of $100 to
$2000 given the Black and/or female based organizations and/or events. Larger grants
were almost always awarded to organizations serving the predominately white
community. The Coalition proposes a modification of this pattern.



ATTACHMENT #2

ANECDOTAL SITUATIONS



COAL I TIOMNE IGHBORHD PAGE 83

@1/22/1994 14:32 5135312677 e AU RAREL L0 U W Page - 11

Spencer R. Konicov

WO Winding Way Ciodmuntl OH J5219- 1919  (513) 2212867

Monday Auguast 10, 1998
Morris William's

Int September of 1997 I spproached Bank One on Reading R4 to amrange for
an irrevocable letter of credit to be submitted to Miami University for the
satisfaction of state requirements to do condact work. At the time I submitted
the reqaest I stated that 1 was inlerested in sstting up a business relationship
at the bank because the bank was in my neighborhood. 1 offered as a
guaraniee of my financial stability to deposit securities with the bank. At the
time I applied the securities where in the name of a trust and the business of
the trust was winding down. Iexplained to the branch manager that the
securities were to be transferred into my name shortly and that [ was leaving
him the certificates as proof of their existence.

Bank one took over two months of asking for ard receiving additional
documentation to give me the decision that the letter of credit could onty be

issued to woe out of an Arizona Office. 1 said I was only interested in doing,
business in nay neighboarhood or my city and withdrew my request.

I took the same request later to North Side Bank and they issued me 2 leticr
in seven days.
Sincerely ,

Spencer R. Konicov



TEL: Aug 12,98  10:23 No.0G1 P.01

G.C. Pace Construction -
3964 Lowry Ave  Cincinnati, Ohio 452291310 (513) 8614811

M LORSTOMAEL sk, TRES.
CLEA WD BB

M, UG

TLEAZE SLEDW ME TO EXPRESE My COECERMS  EEYSED O BERmnstss
PATTRETRIL K ITH BANET OWE, READIRG POS0-ROGED AN BREGETH.
CUSTTEES SXPTENEER, 1997 A BUSINEDS ASHYIATE  {SPENDER RONTCOWY
ASREED 10 PRIVIDF CLAES A STODR SECURITY FDF COCLATERAL- TO THATHIN
Fi LIME OF ERENIT SN AN IRREVIOAELE LETYER F CRENITY.

FehS CRERFTY AT HEEDEDL T DEVELOEE AND EXSECHTE A CONTRARCTUN
LLREEMEME HITH AT UNIVERESLITY. MR COHETRCT FERSIN MITH Bar-
CLE: bRV MR, CHRITTOFMHER MoGIinks. AFUER  CIMPPONECHTING NITH MR
BooDERS ARE FROAVEDRING AN ARR6Y OF TRFDRMSSTION SNT DOCUSTEMEEST 1O
FrRz TERL mieiTIR ME MEFE TOED THAT THE CRCRET A% DENIED BETOUSE
O CHARATTER. I ASKED M. MNcGRAS MOART DI HE ERK., HE Caistprite

TEULEL MHE AR pORE .

I DECEMRIER , 1997 B TOK THE SAME INFORRETION TO MINMITHGIDE
i IH OTHE FHITERL WEEVING ME NMERE AGSSURED THEY COBD GIVE i
WiHE CHREGIYT .  MYTHIN OME HEEK EVERYTHING MYS SET-F.

THE YIME THAT LAFEED WIILE BAMK ONE JERKED US AROUND Hﬁﬁ EOST U
e EYCEDn OF THIRY-THOOSHNN DOLCEAR OF (0SS ANDAOR DL AY REVEUES .

CAMCERELY .

CLIFFCIG PiLL TIPS

con MIIRTIS WYLA Yaes
JIRE B, PclyY
SECTICER KONTODN
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Dems Hit Regulators re 97 HMDA & CRA
Date: 8/7/98 3:02:35 PM Eastern Daylight Time

From:
To:

Friday, August 7, 1998 (American Banker)
Democrats Hit Regulators For Minority Lending Lag

WASHINGTON - Seizing on the latest loan-discrimination data, Democratic
lawmakers on Thursday demanded that regulators increase enforcement of
community reinvestment and fair-lending laws. "At a time when the economy is
roaring and interest rates are at a 20-year low you would expect lending to soar to
minorities,” said Rep. Joseph P. Kennedy 2d, D-Mass. "But it just isn't so.”

Data released Thursday under the Home Mortgage Disclosure Act showed that
growth in lending to minorities and low-income borrowers has slowed considerably
from the double-digit percentages recorded earlier this decade. Rejection rates for
blacks and Hispanics hit all-time highs. "This is the latest picture of

discrimination,” said Rep. Maxine Waters, D-Calif. "The fact that 98% of banks score
satisfactory or better [on Community Reinvestment Act exams] does not square with
this data." To press their point, 10 Democratic lawmakers sent a letter to the four
banking and thrift regulators complaining of lax CRA enforcement.

"CRA plays a critical role in holding federally insured financial institutions
accountable in meeting the credit needs of their communities, including low- and
moderate-income communities," they wrote. "But CRA can only be effective in this
critical role if CRA exams unfailingly signal jsic] out institutions that are not doing a
good job of meeting such credit needs."

Bankers and regulators, however, said Community Reinvestment Act enforcement
is quite rigorous. "I have just gotten through an exam by the Office of the
Comptroller of the Currency, and let me tell you, the regulators are in full
enforcement mode," said Agnes Bundy Scanlan, senior vice president for
community reinvestment at Fleet Financial Group. "We spent thousands of hours
on this with the regulators.” Ronald F. Bieker, deputy director for compliance and
consumer affairs at the Federal Deposit Insurance Corp., said the public needs to
look at all the data, not just rejection rates and year-to-year fluctuations. The
slowdown in lending "is a concern to us,” he said. "But you have to look at other
factors as well. Over the last five years, loans to blacks and Hispanics have grown at
twice the rate for whites."



Democrats Hit Regulators For Minority Lending Lag
Friday, August 7, 1998 (American Banker)
Page 2

Ellen S. Seidman, director of the Office of Thrift Supervision, agreed that the data
contains positive news. "Lending rates to minorities continue to increase, and at
rates higher than for whites,” she said. "The same is true for low-income. Lending
to them increased at a rate higher than for higher-income" borrowers.

Rep. Maurice Hinchey placed part of the blame on Republican lawmakers, who
have been trying to roll back CRA requirements. "We have a political problem,” the
New York Democrat said.

"Republicans are aggressively attacking this program.” A Republican House
Banking Committee official said efforts to exempt small banks from CRA will not
reduce lending. "What we need is a workable CRA that targets people who need
loans,"” the official said.

As reported Thursday in American Banker, the Home Mortgage Disclosure data for
1997 indicated a pronounced slowing in loan growth to blacks, Hispanics, Native
Americans, and low-income consumers. Lending to blacks and Hispanics rose 4%,
while loans to Native Americans fell 1%. In 1996, loans to Hispanics and Native
Americans increased 13.4% and 11.4%, respectively, while loans to blacks rose by a
similarly weak 3.1%. Whites experienced a 2% increase last year, off from an 8.1%
rise in 1996. But their total of three million loans was about six times more than all
other racial and ethnic groups combined. For conventional mortgages, the changes
were even more anemic. Lending fell 2.6% for Hispanics and 1% for Native
Americans, while rising 2.6% for blacks. For government-backed loans, growth was
11.2% for Hispanics and 5.5% for blacks, while Native Americans were off 1.7%.

The data showed that minorities continue to be rejected for loans about twice as
often as whites. The greatest disparities were for those earning more than 120% of
the median local income. Blacks in this income range were rejected 21.7% of the
time, almost two and a half times more often than similar white applicants. Blacks
earning 50% of the median local income, by contrast, were only 1.2 times more
likely to be rejected than similar white applicants.

Distributed on this list as non-commercial fair use
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Abstract

Debates over discrimination in mortgage lending have been contentious for
decades. While evidence of discrimination has grown, lenders and regulatory agencies
have also become more aggressive in responding to lending bias in recent year. One
issue that is often raised, but on which there is little research, is the impact of the racial
composition of the work force of financial institutions on loans to minority applicants.
Using a data set on banks and thrifts in the Milwaukee metropolitan area, this study
finds that the likelihood of a black applicant being approved increases as the proportion
of black employées increases controlling on several applicant and institutional
characteristics that influence loan review process. The effect of black professionals with
thrift institutions is particularly significant. Specific research and public policy
implications are suggested. Research on additional institutions in other communities
and, where data are available, on more precise occupations and for other minority groups
are next steps. But regulatory agencies could immediately begin to incorporate
affirmative action and related issues in their enforcement activities and lenders could

benefit from more aggressive voluntary affirmative action efforts,

MORTGAGE LENDING, RACE, AND LENDER EMPLOYMENT:
Does Anybody Who Works Here Look Like Me?

The charge of racial discrimination and redlining by mortgage lenders has
generated contentious debate for decades. In recent years, the debate has intensified
and become more complex. Today more lenders acknowledge the existence of a
problem than they did just a few years ago while community groups that have most
vigorously charged discrimination are working with financial institutions to implement

reinvestment programs. While many continue to debate whether or not there is a
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problem, the discussion appears (o be focusing more on why racial lending patemns are
manifested and what can be done to reduce the significance of race in mortgage lending.
One issue that is frequently raised, but on which there is little systematic information, is
the impact of employment patterns of mortgage lending institutions on their lending
practices. This study addresses the question of whether of not there is a relationship
between minority employment and approval of minority loan applications.

Historically, explicit utilization of race has been endorsed and openly practiced in
property appraisal, mortgage lending and insurance underwriting, and real estate sales
practices, in both the public and private sectors (Jackson 1985; Massey and Denton
1993). If the overt utilization of race has faded in recent years, it has not disappeared
and many traditional industry practices that may not be motivated by racial animus still
exert an adverse racial effect. In the area of mortgage lending similarly qualified
minorities are more likely to be rejected than whites with identical qualifications {(in terms
of their financial standing and the characteristics of the properties under consideration)
and lenders more readily extend credit to borrowers in predominantly white areas than
those in non-white neighborhoods even after borrower and property characteristics are
taken into consideration ("Discrimination in Housing and Mortgage Markets" 1992,
Munnell et. al. 1992; Bradbury et. al. 1989). And while the law has shifted in recent
decades from a posture of endorsing discrimination to one of prohibiting the practice
(most notably through the Federal Fair Housing Act, Equal Credit Opportunity Act,
Home Mortgage Disclosure Act, and Community Reinvestment Act) enforcement has
been grudging, at best (Dane 1989).

During the nineties lenders and realtors have begun to more openly acknowledge
a problem, with the prodding of many community based organizations and civil rights
groups. Tim Elverman, Vice-President of Government Relations for Bank One in
Milwaukee credited neighborhood groups and the law when he stated in 1990,

"Conmmunity based organizations helped us understand how to market ourselves better
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and understand the market and programs that might have to be developed o meet the
needs in the inner city... Without the law, the bank would never have done these
things." (Squires 1992:1, 22).

Debates persist over whether or not there is a problem of racial discrimination, but
there is also far more discussion today over what steps can be taken by lenders,
regulators, and community groups to solve recognized credit availability problems. Ata
1992 conference on housing discrimination research sponsored by the Federal National
Mortgage Association (Fannie Mae--a federally chartered investor in home mortgages),
the group's chief executive officer stated, "The papers presented today make clear that
discrimination continues to limit access to housing and mortgage credit for many
citizens. The challenge now facing the housing community is to fashion solutions that
remedy these disturbing findings." (Fannie Mae 1992). Early in 1994, Fannie Mae
announced a 1 trillion dollar loan commitment to low and moderate income borrowers
amounting to approximately half of the organization's new business for the rest of the
decade. This program will also include grants to community organization, opening of 25
new offices in central cities, reduced closing costs, and increases employment
opportunities for racial minorities (Vise and Crenshaw 1994),

In January of 1994, President Clinton created the President's Fair Housing
Council, consisting of the Secretaries of eleven federal agencies and the leadership of
four federal financial regulatory agencies, to strengthen and more effectively coordinate
their efforts to affirmatively further fair housing, iﬁcluding fair lending activity
(Executive Order 12892, 1994). Two months later the principle federal financial
regulatory agencies and fair housing enforcement agencies signed a "Policy Statement
on Discrimination in Lending" in which they pledged a more effective, collaborative
approach to combat bias in home mortgage finance ("Policy Statement on Discrimination

in Lending" 1994),

Many factors are identified as causes of racial disparities in mortgage lending



markets. Income and related {inancial differences explain part of the racial gap. Butiiis
also recognized that some underwriting practices on the part of lenders, private
mortgage insurers, and the secondary mortgage market (institutions that purchase
mortgage loans from loan originators, a practice that is much more common today than
when the Fair Housing Act was passed in 1968) often adversely affect racial minonties.
Subjective and arbitrary implementation of those rules, including selective utilization of
race-neutral standards, frequently results in discriminatory loan patterns. Where lenders
choose to open or close branch offices can also have adverse effects ("Discrimination in
the Housing and Mortgage Markets 1992"; Squires 1992).

One issue that is frequently acknowledged as part of the problem, but for which
no systeinaﬁc evidence is available, is employment practices of lending instituions. The
relatively low number of racial minorities employed, particularly in professional and
managerial position, is often pointed to as one of the reasons for the low levels of
lending to minorities. There is anecdotal evidence that racial minorities often feel
intimidated when they walk into a financial institution and do not see anyone working
there "who looks like me." In addition to the research evidence that minority loan
applications are treated differently, there is anecdotal evidence that applications brought
in by non-white loan officers are scrutinized more carefully by underwriters.
Consequently, in recent years, reinvestment agreements signed by lenders with
community organizations frequently included affirmative action commitments to increase
the representation of minority employees (National Tréining and Information Center
1991; National Community Reinvestment Coalition 1994).

This study represents the first effort to systematically explore the relationship
between minority employment and lending to minority borrowers. The key questions
are the following. Do lenders who employ more racial minorities approve a larger
proportion of applications they receive from minority borrowers and are those lenders

more likely to approve an application from an individual minority borrower than do



institutions that employ relatively few racial minorities? If so, do these relationships hold
after taking into consideration relevant risk factors (e.g. income of applicant, condition
of property) and structural characteristics of financial institutions (e.g. bank or thrift, size
of institution).

Because housing and mortgage markets are primarily local markets {Shiay et. al.
1992), this study will focus on one metropolitan area. Lenders are regulated primarily by
federal agencies and they do operate in an increasingly global economic environment.
Also, secondary mortgage market institutions that operate nationally are assuming
greater importance each year. But the formulation of underwriting policies, decisions to
accept or reject an application, and marketing and outreach efforts, are conducted
primarily at the local level in response to local conditions. The case to be examined
below is Milwaukee, Wisconsin. For several reasons the Milwaukee metropolitan area is
an appropriate location. Organizing around redlining issues dates back at least to the
mid 1970s in Milwaukee. During the 1980s Milwaukee had the largest racial gap in
mortgage lending rejection rates of all major metropolitan areas in the nation. Blacks
were four times as likely to be rejected for mortgage loans as whites in Milwaukee
compared to a nationwide ratio of two to one. And the disparity persists in the early
1990s. Many partnerships for reinvestment have been formed among lenders and
community organizations in Milwaukee, encouraged by a variety of local and state
government actions. In most cases, the agreements call for affirmative action in
employment as well as lending by the financial instituﬁons (Dedman 1989; Glabere
1992). In many ways, Milwaukee reflects the national debate over racially

discriminatory practices in the United States.

Methodology

Three data sets will be utilized. First, 1990 EEO-1 reports for Milwaukee area

commercial banks and thrifts will provide detailed data on the total number of employees



and the racial composttion of employees in each of eight major occupational
classifications. Private sector employers with 100 or more employees, employers with 50
or more employees who are government contractors or a depository of government
funds, and institutions that issue U.S. Savings Bonds are required to submit an EEO-1
form each year to the U.S. Equal Employment Opportunity Commission.l EEO-1 data
were obtained for 21 banks and 13 thrifts providing home mortgages in the Milwaukee
metropolitan area. The lenders in this data set accounted for 68.4% of all publicly
reported mortgage loans in the Milwaukee metropolitan area in 1990.

EEO data do not distinguish officials, professionals, managers, sales positions, and
technicians by specific job title. This precluded, therefore, analysis of loan approvals by
specific occupational title, like "loan officer” or "underwriter.” As a proxy, officials,
managers, professionals, and technicians were grouped together as
“professionals/administrators” and used to estimate the racial composition of employees
engaged in the loan approval process. Statistics generated from the EEO data included
percent of black employees at each individual institution and the percent of black
professional/administrators as defined above.

The second data set is the Home Mortgage Disclosure Act (HMDA) report which
commercial banks, savings and loan association, mutual savings bank, credit unions, and
mortgage banks are required to submit annually to their federal financial regulatory
agency (i.e. Federal Reserve Board, Federal Deposit Insurance Corporation, Office of the
Comptroller of the Currency, or Office of Thrift Superviéion) and make available to the
general public. This report provides several pieces of information for each mortgage

application filed with the institution including the type (e.g. home purchase, home

1 The BEEO-1 data were obtained under a cooperative agreement between the U.S.
Commission on Civil Rights and the Equal Employment Opportunity Commission. All reports
and information from individual reports is confidendal, as required by Section 709(e) of Title

VIL. To insure confidentiality, only employment ratios are reported (aggregaie totals are
withheld) and the order of institutions on all lists are random.



improvement, multi-family, FHA/VA} and the doliar amount of the loan; the income |
race,2 and gender of the applicant; the census tract of the property; and the disposition
of the application (e.g. accepted or rejected).3

The 1990 HMDA data set for the Milwaukee metropolitan area comprised 35,422
loan applications. Applications for owner-occupied home purchases numbered 22,691,
64.1% of the total. Altogether 14,473 of these applications were either approved or
denied with 13,919 of them being from either blacks or whites. This study was limited to
those applications by blacks and whites for owner-occupied home purchases that were
either approved or denied. The 34 lenders generated 9,338 mortgage loan applications
from blacks and whites for owner-occupied home purchases for which there was an
approval or denial. This is 67.1% of all such loan applications in the Milwaukee
metropolitan area in 1990.

Finally, as the HMDA data includes the census tract in which the property is
located, we are able to merge information from the 1990 Census of Population and
Housing into the dataset. The Census data provide useful information on the
neighborhood characteristics in which the property is located. Given the importance of
neighborhood quality in home values, it would be an important determinant for
mortgage loan approval.

In order to examine the effect of minority employment on minority mortgage
loans, we conduct two sets of analysis. First, simple correlations and other descriptive
statistics are presented that reveal an association betwecn. minority employment and the
dependent variables. Second, logit analysis using the disposition of the individual loan

application as a dependent variable is used to examine the relation between the

2 The eight race and ethnicity categories in the HMDA data are (1) American Indian or
Alaskan Native, (2) Asian or Pacific Islander, (3) Black, (4) Hispanic, (5) White, (6) Other,
(7) Information not provided, and (8) Not applicable.

3 Loan applications can be (1) approved, (2) approved but not accepted by the applicant, (3)

denied, (4) withdrawn by the applicant, (5) closed for incompleteness, or (6) purchased by
the financial institution.



likelihood of an individual applicant receiving mortgage loan approval and black
employment controlling for applicant’s socio-economic characteristics, loan amount,

neighborhood quality, and lender characternstics.

Findings

Preliminary Analysis: Black employment and black mortgage loan approval
varied among institutions. Banks and thrifts in the sample varied in their proportions of
black employment, mortgage loan applications from blacks, and loan approval rates for
black borrowers. As a group, banks had higher black employment than thrifts; but black
application rates for mortgage loans and black approval rates for mortgages were higher
at the thnfts.

Black employment ratios ranged from 0% to 18.1% with a mean of 6.8%. For
black professional/administrator ratios, the range was 0% to 6.0% with an average of
1.6%. Black employment rates at the 21 banks in the sample varied from 0% to 18.1%,
with the industry-wide average being 6.2%. Aggregating employment among all banks
in the sample, the banking industry had a workforce that was 10.3% black. Black
employment at the 13 thrifts ranged from 0% to 15.0%, with an average black
employment rate of 5.9%. The combined industry-wide average of all blacks in the thrift
workforce was 6.2%. Four banks and one thrift had no black employees. Five banks
and one thrift had only one black employee each.

The proportion of all mortgage loan applications from blacks among all lenders
varied from 0% to 20.8% with an average of 6.3%. Among home mortgage applications
from only blacks and whites that were approved or denied, 6.3% of the applicants at
banks were black, whereas 8.8% of the applicants at thrifts were black. Black
borrowers at thrifts received mortgage loans at a 73.4% rate, but blacks applying at
banks were approved only 65.5% of the dme. The loan approval rate for whites was

virtually identical for both types of lenders; banks approved mortgage applications from



whites at a 92.3% rate, while thrifts approved mortgage applicatons {rom whites at

92.9% rate.

Table 1

Racial Composition of Mortgage Loan Applications to Banks
and Thrifts in 1990 from Sample Data

Banks
Loan
Application - Percent Approved Percent
blacks 226 6.4 148 65.5
whites 3292 93.6 3045 92.5
total 3518 100 3193 90.9
Thrifts
Loan
Application  Percent Approved Percent
blacks 512 8.8 376 73.4
whites 5303 91.2 4926 92.9
total 5815 100 5302 91.2

Black application rates and total black employment ratios were positively
correlated [p = 0.55]. A positive correlation also existed between black application rates
and a lender's approval rate for blacks {p = 0.49]. More significantly, minority
employment appears to be associated with lending to minority borrowers. There is a
positive correlation between levels of black employment and a lender's loan approval
rate for blacks [p = 0.39]. Further, the lenders in the sample with above average levels
of black employment average a 68.6 percent approval rate for mortgage loan

applications received from blacks compared to 40.4 percent for those with below



average black employment. The question that arnses, therefore, 15 whether or not this
relationship holds after controlling on key applicant, neighborhood, and institutonal

characteristics.

Table 2

Black Employment Rates, Black Administrator Rates, Black
Application Rates, and Loan Approval Rates for Blacks by Bank™

black black black
bank black emp prof/admin application approval
rates rates rates rates

1 8.33 0 4.38 50.00

2 8.80 2.70 510 90.00

3 0 0 0 -

4 3.60 0 2.38 100.00

5 7.70 4.00 11.79 73.80

6 0.6 0 0.6 0

7 14.86 1.89 3.45 50.00

8 14.22 34 12.97 79.66

9 0 0 0 -
10 11.60 5.99 9.8 . 3929
11 8.72 2.00 4.44 50.00
12 10.38 0 0 -
13 8.97 4.44 6.74 66.67
14 1.28 0 4.17 100.00
15 1.42 0 0 -
16 0 0 0 -
17 2.17 0 0 -
18 0 9] 0 -
19 1.72 0 3.33
20 7.14 0 0.83 100.00
21 18.05 0 7.14 100.00

* The listing of banks in Table 2 has been randomly
generated from the original list of banks. This is to

protect the confidentality of an individual bank's
statistics.
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Table 3

Black Employment Rates, Black Administrator Rates, Black

Application Rates, and L.oan Approval Rates for Blacks by Thrift”

black emp black black black
thrift rates prof/admin application approval
rates rates rates

1 0.53 0 5.83 7142
2 5.74 1.92 1.35 100.00
3 4.19 1.17 7.16 70.30
4 0.00 0 2.30 100.00
5 15.00 0 12.16 59.26
6 9.09 2.50 2.38 100.00
7 3.18 0 4.30 76.19
8 1.80 3.57 1.46 66.67
9 691 2.98 14.77 88.98
10 9.86 2.61 7.51 7241
11 531 0 7.86 65.51
12 5.55 0 11.35 51.92
13 10.38 3.52 20.82 77.91

* The listing of thrifts in Table 3 has been randomly
generated from the original list of thrifts. This 1s to
protect the confidentiality of an individual thrift's
statistics.

Logit Analysis: Binary choice model of logit analysis is utilized in order to
examine the effect of lender employment on the disposition of individual mortgage loan
applications. The dependent variable of the logit model is whether or not the mortgage
application is approved by the lender (APPROVE = 1 when the loan application is
approved and O when it is rejected). The independent variables include characteristics
of the financial institution including the minority employment variables, characteristics of
the applicant, and characteristics of the property.

The key minority employment variables of lenders were (1) the ratio of black
employees in the total workforce at the institution (BLKRATIO), and (2) the ratio of

blacks in professional or administrative positions (BLADRAT). Other lending institution
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characteristics included size measured in terms of number of employees (EMP), the
number of home mortgage applications (HOMELOAN), and type of institution (INST).
Institution type referred to whether the Jender is a commercial bank or thrift such as
savings and loans associations or mutual savings bank (INST = O for commercial banks
and 1 for thrifts). For applicant characteristics, applicant race (RACE = 1 for black and 0
for white), annual income of the applicant (INCOME) and mortgage loan amount
(LOANAMT) were considered. As a control for the neighborhood characteristics,
median home value of the census tract in which the property is located (CTVALUE) was
also included in the model as an independent variable.

The results of the logit estimation are reported in Table 4. Various interaction
terms with the race variable (RACE) were included in the estimated model to test the
hypothesis that black applicants are treated differently from white applicants. Also due
to several structural distinctions between commercial banks and thrifts, several
interaction terms with the instimtion type (INST) are included.

The results generally confirms the hypothesis that institutional characteristics as
well as the characteristics of the applicant and the property are important determinants
of the loan approval. All the variables that represent applicant characteristics turned out
to be significant. Applicant income is statistically significant at 0.1 percent level, and has
the expected sign. In other words, the higher the income, the more likely the loan will be
approved. The amount of the loan is significant at the 5 percent level, and also has the
expected sign meaning that applications for smaller aﬁlounts are more likely to be
approved. The race the of the applicant turned out to be significant at the 0.1 percent
level indicating that minority applicants have a lower likelihood of getting the loan
approved. The interaction term between RACE and INCOME is significant with a
positive coefficient indicating that higher income for blacks increases the approval rate
more than it does for whites. The neighborhood characteristic also turned out to be

significant at the 0.1 percent level indicating that applications for loans on properties in
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higher valued neighborhoods are more likely to be approved. The type of institution

(INST) wrned out to be significant at the 0.1 percent level. This result suggests that

mortgage 1oans are more likely to be approved by a thrift than by a bank, everything

else being equal.

Table 4

Estimated Logit Model of Home Mortgage
Application Approval

Dependent variable: APPROVE (1 if the loan approved, O if not approved)
Mean of the dependent vaniable: 0.909

Variable

Constant
EMP
HOMELOAN

BLADRAT
BLEKRATIO
INST

INCOME
LOANAMT
RACE
CTVALUE

RACE*BLADRAT
RACE*BLKRATIO
RACE*INCOME

INST*EMP
INST*HOMELOAN
INST*BLADRAT
INST*BLKRATIO

RACE*INST*BLADRAT
RACE*INST*BLKRATIO

Coefficient

2.00
0.657TE-03
- 0.245E-02

0.249E-01
- 0.406E-01
- 0.784

0.110E-01
- 0.196E-42
- 2.02

0.105 E-04
- 0.100

0.501E-02
0.127E-01

- 0.185E-02
0.354E-02
0.201

- 0.282E-01
0.242

- 0.206E-02

t-ratio Mean

9.451"""

4616%%" 477.58
_2949%%* 554.25

0.481 2.1107
- 1799 7.255
_3.575%%* 0.62306

4.9{}8““ 51.158
- 1.057% 75.107
673 0.0791

59417 82488
S 1.118

1.345

2.098%
- 5153

4 109***

31377
- 1.080

2.041%
- 0.053

Number of Observation:

Log-Likelibood

Constrained Log-Likelihood (no RACE effect) - 2,5580.5

9333

- 25235

Constrained Log-Likelihood (no INST effect)

- 2,560.6

* % %

w

significant at .001
significant at 01
significant at .05
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[t is important 10 note that many interacton terms with INST were
significant. The interaction term between INST and EMP and the term between INST
and HOMELOAN are significant at the 0.1 percent level indicating that banks and thnfts
behave very differently in the mortgage lending market. More specifically, holding
everything else constant the loan approval rate of a larger bank is higher than a smaller
bank, whereas it is higher for a smaller thrift. Similarly, a bank with a smaller number of
mortgage loan applications has a higher approval rate, whereas a thrift with a larger
number of applications has a higher approval rate.

The interaction terms between INST and the racial composition of lenders also
reveal substantial differences between the types of lenders. The interaction term
between INST and BLADRAT turned out to be significant at the 0.1 percent level
indicating that the effect of BLADRAT on the approval rate is stronger with thrifts than
with banks. Moreover, the interaction term with RACE, INST, and BLADRAT was
significant at the 5 percent significance level indicating that the effect is stronger for
blacks that whites. In other words the likelihood that a loan application will be
approved is higher in those institutions where black professional employment is
relatively larger, and this relationship holds after controlling on several socio-economic
characteristics of borrowers and neighborhoods in which properties are located. The
relationship is stronger with thrifts than with banks. Most importantly, it is stronger for
blacks than for whites. Given the larger role of thrifts than commercial banks in
mortgage lending, the findings pertaining to thrifts may be the most significant.

Contrary to the strong results relating to BLADRAT (proportion of black
administrative and professional employees), the variable BLKRATIO (the proportion of
all black employees) including all its interaction terms with INST and/or RACE turned
out to be insignificant. Given the fact that BLKRATIO includes all employees such as
clerical, janitorial and other low level positions, it is not surprising to find out that

BLKRATIO does not affect the likelihood of loan approval.
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Using the base model, we conducted two nested hypothesis using likelthood ratio
tests. The first null hypothesis 1s that blacks and whites have the same likelihood of
mortgage loan approval. The hypothesis is rejected at the significance level of 1 perceat,
as the test statistic, 2%(2,590.5 - 2,523.5) = 134, is greater than the critical value of %2 (6
degrees of freedom) = 16.81. The second null hypothesis is that banks and thrifts have
the same likelihood of approving an application. This hypothesis is also rejected as the
test statistic, 2*(2,560.6 - 2,523.5) = 74.2 is greater than the critical value of %2 (7
degrees of freedom) = 18.48.

On average, blacks and white have quite different characteristics in terms of
income, amount of the loan, and the neighborhood in which the property is located.
Table 5 shows the racial difference of the two groups. Similarly, banks and thrifts also
have different characteristics. Moreover, these two types of institutions are subject to
different sets of government regulations. Table 6 shows the average characteristics of

lending institution weighted by the number of loans made to them.

Table 5

Average Chracteristics of Applicants by Race

INCOME (§) LOANAMT (§) CTVALUE (§)

White 52,674 77,841 85,575
Black 33,496 43271 . 46,533
Table 6

Average Chracteristics of Lending Institution by Type

EMP HOMELOAN  BLADRAT (%) BLKRATIO (%)
Bank 664.77 332.54 2.62 9.08
Thrift 364.33 688.38 1.80 6.15

—t
)]
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The estimated model is used to calculate the likehhood of approval of a mortgage
loan submitied to two types of lenders. In order to highlight the difference, we chose
two different sets of applicant characteristics: those of an average white applicant (i.e.,
an applicant with the mean value for whites on each variable) and an average black
applicant. These calculations are shown in Table 7. The base case refers to our data set.
The model predicts that the average white will have 93.3% approval rate when
submitting an application to an average bank (i.c., a bank with mean values for each
variable), and 94.5% when applying to an average thrift. The average black, has a
substantially lower approval rate. The average black approval rate is 66.6% for the
average bank and 77.6% for the average thrift. However, part of these discrepancies
can be accounted for by the socio economic differences of the two racial groups. The
bottom four figures control for these differences. If a black applicant has the same
income, applies for the same amount of the loan, for a home in the same neighborhood as
the average white applicant, the approval rate would be 80.4% for the average bank
and 91.7 per cent for the average thrift. These rates are substantially lower than 93.5%
and 95.4% for the average white. Similarly, if a white applicant has the same
characteristics as the average black, the approval rate will be 89.2% for the average
bank and 92.5% for the average thrift. These figures are substantially greater than the
comparable numbers of 64.9% and 83.4% for blacks.

16



Table 7
Estmated Probabilities of the Approval Rate (in per cent)

Base case 1% point 1% point

increase in  1crease in
BLADRAT BLKRATIO

Avg. white at avg. bank 934 93.5 93.1
Avg. white at avg. thrift 94.5 954 94.1
Avg. black at avg. bank 66.6 64.9 66.8
Avg. black at avg. thrift 7.6 834 71.3
Black equal to avg. white at avg. bank 81.6 80.4 81.7
Black equal to avg. white at avg. thrft 88.5 91.7 88.3
White equal to avg. black at avg. bank 89.0 89.2 88.6
White equal to avg. black at avg. thrift 90.8 92.5 90.2

The next columns in Table 7 represent the estimated approval rates if the
percentage of the black administrative/professional employment (BLADRAT) and black
employment (BLKRATIO) were to increase by one percentage point. The first
observation of this thought experiment is that the increase in BLKRATIO will not yield
any significant changes, whereas the increase in BLADRAT will. The second result is
that the change is much larger for thrifts. For example, if the BLADRAT increases from
the current average of 1.8% to 2.8% in the thrift industry, the approval rate of the
average black will increase from 77.6% to 83.4%.

In this sample 70.0% of mortgage loan applications from blacks and 62.3% of
applications from blacks and whites were made at thrift institudons. Thrifts, of course,
focus more exclusively on mortgage lending than do commercial banks which are
involved in a variety of commercial and consumer as well as residential lending and
investment activitics. Therefore, a higher proportion of thrift employees and particularly

professional employees, are involved in the mortgage lending process than is the case
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with commercial banks. The evidence from this study strongly suggests that the
proportion of black professional/administrators in thrift institutions significantly afiects
the probability of 1oan approval for black applicants.

In summary, the basic finding of this study is that racial composition of the

the likelihood that an application from a black borrower will be approved also increases.
Particularly significant is the ratio of black professionals with thrift institutions. This
relationship persists even after controlling on several applicant and lender characteristics
that influence the loan review process. These preliminary findings indicate the need for

further research but they also reveal directions for public policy.

Research and Policy Implications

The association between minority employment and minority lending found in this
study strongly suggests the need for further research. Despite the limitations of the data

sets utilized in this study, these findings also suggest directions for policy that need not
await further research.

A critical research question is the impact of
occupational classifications. l.oan officers and underwriters are in particularly important
positions to determine iending patterns. But top management and boards of directors
may also have significant influence. Analysis of minority representation in these
positions would be particularly useful. This research, of éoursc, would require voluntary
ation of lenders themselves or the assistance of financial regulatory agencies.
Such information is not available in any public data source.

Another clear research need is replication of this study for additional cities. Cities
where the racial composition or levels of segregation differ may exhibit different

relationships between employment and lending patterns. City size, region of the

country, number of financial institutions, and other factors may change the associaton
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between employment and lending. Perhaps more important, where similar patierns arc
found the responses by lenders, public officials, community groups, and others will be
more substantial in those communities than is likely to be the case if only one city is
examined. It is simply too easy to dismiss as irrelevant for a given city, the research
findings from a case study of another community.

The impact of the employment of other protected groups remains unadvised.
Employment levels for Hispanics, Asians, and other minorities, for women, and minority
women may influence lending to these groups. These issues need to be subject to
empirical investigation.

A related research need is employment practices of other financial institutions that
directly impact on mortgage lending. Real estate agents, property insurers, private
mortgage insurers, and secondary mortgage market institutions which purchase most of
the loans originated by lenders are some of those actors for whom little is known about
employment practices.

Another direction for future research is the effect of vanables not included in this
study. For example, the number of branch offices and whether any are located in the
central city, the types of loans (e.g. conventional or government insured , single family or
multi-family, home purchase or home improvement), local economic conditions (e.g.
unemployment rates, number of housing starts), relationships among lenders and other
providers of housing services (e.g. real estate agents, insurers, mortgage investors), and
other factors which affect lending practices may also affect the relationship between
employment and lending.

But there are policy implication which need not await further research. First,
these findings reinforce the wisdom of those community groups that have negotiated
affirmative action commitments in CRA agreements with local lenders. Second, and
more importantly, these findings suggest the need to revise the regulations federal

financial regulatory agencies have developed to enforce the Community Reinvestment

1<Q
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Act (CRAY., Under the CRA federally regulated lenders have a conunuing and
affirmative obligation to assess and be responsive to the credit needs of their entire
service areas, including low- and moderate-income neighborhoods. Regulated financial
institutions are evaluated in terms of their lending, investment, and related services.
Based on this evaluation lenders receive one of four ratings: (1) outstanding; (2)
satisfactory; (3) needs improvement; or (4) substantial noncompliance. Minority
employment and affirmative action should be included as an additional assessment factor
in these evaluations and ratings. And data on minority employment by occupational
classifications should be included among the information lenders are required to make
available to the public.

Many lenders are depositories of federal and other public funds. Most if not all
lenders offer credit products and savings accounts that are federally insured. Several of
these institutions are federal contractors and subject to Executive Order 11246 which
requires affirmative action by most private businesses that contract with federal agencies
to provide goods and services. Given the significance of credit availability for urban
redevelopment and the linkage between employment and lending, the U.S. Equal
Employment Opportunity Commission (EEOC) and the Office of Federal Contract
Compliance Programs (OFCCP-a division of the U.S. Department of Labor) should give
greater priority to lending institutions in their monitoring and enforcement activities 4

Finally many lenders stand to gain by voluntarily implementing more effective
affirmative action plans to increase their employment of récial minorities. Good business
that is missed today, either because of bias by a predominantly white workforce or the
hesitancy of qualified borrowers to enter an institution where nobody looks like them,

can become profitable loans tomorrow if more minority employees (particularly at the

4 The EEOC is charged with enforcing Title VII of the Civil Rights Act of 1964 prohibiting
employment discrimination and the OFCCP enforces Executive Order 11246, the two major
federal anti-discrimination rules in the area of employment.
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professional level) are successfully recruited and retained. As the ABA Banking Journal

editor concluded, "banks may take some comfort from the fact that sincere efforts to
eliminate bias are the right thing to do. further, done properly they will prove to be
good for business” (Streeter, 1993 : 19).

These actions would constitute a significant beginning in efforts to positively
address the linkage between minority employment and minority lending. Further

research, no doubt, would reveal additional steps that could be taken.

The Future of Redlining and Reinvestment

Urban problems generally and discriminatory credit problems in particular have
received more attention in recent years than at any time since the Kemer Commission
issued its warning that "To continue present policies is to make permanent the division
of our country into two societies; one, largely Negro and poor, located in the central
cities; the other, predominantly white and affluent, located in the suburbs and in
outlying areas” (National Advisory Commission on Civil Disorders 1968: 22). Persistent
levels of segregation, increasing central city poverty amidst growing suburban affluence,
and heightened racial tension and conflict indicate that the warnings of the Kerner

Commission are coming true (Massey and Denton 1993; Jaynes and Williams 1989;

North Carolina Law Review 1993). Lending practices are a vital part of this process.

If redlining and discriminatory credit practices have become less explicit and
overt in recent decades, they clearly have not disappéared. One dimension of this
complex discriminatory process that has received little attention is the employment
practices of lenders and their implications for lending in urban communities. Yet this is

one of, unfortunately, many issues that needs to be addressed in order to reverse the

process of disinvestment into one of reinvestment.
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In 1977, over twenty years ago, 1 introduced a community lending resolution at
that year’s shareholders’ meeting of the First National Bank of Chicago. The resolution,
based on the bank’s poor performance documented by the first year of Home Mortgage
Disclosure Act data, was defeated by 38% of the shareholders. This exemplified the
corporate arrogance that required Congress to pass the Community Reinvestment Act
{CRA) that same year.

Now over twenty years and three First Chicago mergers later, we are here to
discuss the need for continued regulatory vigilance and community advocacy on behalf
of neighborhood reinvestment in an era of financial modernization and merger mania. |
am also here to testify on the strength of bank partnerships that have grown as a result
of CRA and are now providing access to affordable credit and financial services to
revitalize local communities.

At the end of 1983, First National Bank of Chicago applied to acquire American
National Bank as it's self-proclaimed intent to be the premier bank in the Midwest. |
staffed those CRA negotiations which led at the time to the largest CRA lending
agreement of $100 million over five years. This commitment was renewed in 1989 for
another $225 million in lending. In 1990, a five-year evaluation of Chicago’s lending
programs concluded:

“The fundamental test of the success of neighborhood lending programs — and of

investment in general — is whether lenders, community groups and community-

based development organizations can develop and implement loan programs
together in partnership.” [emphasis added]

From my years of experience, the key element to fostering and furthering
partnerships is regular monitoring and reviewing of progress so that continued dialogue
can lead to further product innovation and market penetration. The key for both sides is
learning to deal.

One example of product development through working with First Chicago is the
financing of mixed-use real estate. Chicago’s neighborhoods are built around main
streets with block after block of properties with apartments above storefronts. In 1983,
no lender offered conventional financing for such properties. At the urging of CANDO,
First Chicago was the first lender to offer twenty-year fully amortized mortgages for the
purchase and rehab of mixed-use real estate.



Testimony for Federal Reserve Board Hearing on Proposed First Chicago/NBD and BancOne Merger

by Ted Wysocki, Executive Director, CANDO -- Page 2

In 1995, with the merger of First Chicago and NBD, this Neighborhood Lending
Program was renegotiated. As part of a new commitment of $2 billion in community
lending, First Chicago agreed to do a pilot program of 10% down for owner-occupied
mixed-use buildings with less than ten units. Now as part of our recent agreement, they
have made this program an on-going loan product and are willing to pilot a iow-down
payment mortgage for owner-occupant commercial real estate. This new commitment
will promote a wide range of local ownership and extend investment opportunities to a
whole other generation of businesses.

This community credit need is being addressed by the private market, because
the bank was willing to sit down and jointly hammer out the design of this loan product.
It has turned out to be good business for the bank and good reinvestment for the
community. It is a clear.example of the value of CRA agreements.

There are many others like investing in micro-lending programs. CANDO’s Self-
Employment Loan Fund uses below-market investments to provide capital for
borrowers, who for a variety of collateral or credit history reasons are not yet
conventionally bankable.

In the face of today’s proposed merger, the Woodstock Institute conducted
‘market share” analysis and established aggressive goals for small business lending
over the next six years, which will bring such lending in low- and moderate-income
areas to parity with lending in middie and upper-income areas.

This is not just about fair lending; it's about revitalizing the economy of distressed
neighborhoods. This is about building assets and creating jobs. This is about assuring
that monetary policies benefit all Americans.

The purpose of my observations is to make this final point. the Federal Reserve
Board should exercise its regulatory authority to assure that BancOne adopts the First
Chicago/NBD approach to community reinvestment throughout its service area. The
corporate arrogance of refusing to negotiate CRA agreements, whether in Indiana or
Ohio in this case, or in the case of NationsBank’s merger with Bank America, should be
unacceptable as a matter of Federal Reserve Board policy.

| endorse the agreement that we have reached with First Chicago/NBD and | am
pleased that BancOne is willing to honor it. But | am disappointed that BancOne is
unwilling to engage themselves in designing similar agreements for their other markets.

As vice-chair of the Bank Regulation Committee of the Federal Reserve Board's
Consumer Advisory Council, | chalienge the Federal Reserve to only consider
conditional approvals of this and other mega-mergers -- conditioned on parity in
market share goals for specific geographical markets. Let the market work but use your
regulatory authority to assure that it works in every market.
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Statement on the Proposed Merger of
First Chicago NBD and Banc One

Malcolm Bush, President, Woodstock Institute

August 13, 1998
Federal Reserve Bank of Chicago

I am speaking on behalf of the Woodstock Institute, a nonprofit that promotes
reinvestment and economic development in lower-income communities, and as a
member of the Chicago CRA Coalition. I am also a director of the National
Community Reinvestment Coalition.

The proposed merger of two large companies that would together constitute the largest
bank in the Midwest raises serious concerns for residents of lower-income communities
and the organizations that work with them. The Community Reinvestment Act, in its
21 year history, has been much more honored in the breach than in the observance, a
fact that has contributed to the economic decline of huge areas of urban, small town,
and rural America. In the last few years, however, because of a variety of pressures
and opportunities the Act has produced very important improvements in home-lending
to lower-income and minority borrowers and communities.

In Chicago, in many ways the home-town of community reinvestment activity, one of
those pressures and opportunities has been the practice, dating from 1983, of
community organizations requesting and persuading banks, small and large, to commit
to significant community reinvestment goals for specific periods of time, and then
monitoring the banks’ progress toward those goals on a regular basis.

On the announcement of this proposed merger the Chicago CRA Coalition, which
Woodstock Institute convenes, entered a dialogue with the bank to set new CRA
commitments in the Chicago region for the new bank. We believe that, if
implemented, the provisions of this CRA agreement will constituite a good CRA
program for the new bank in the Chicago region by improving the bank’s record in
lending, investments, and services to the benefit of the region’s lower-income

communities. My colleagues from the Chicago CRA coalition on this panel will speak
to some of the details of the agreement.

In my view the highlights of the agreement include the following items.



The bank committed to small business and home loan goals based on a measure of its size and market
presence, namely a specific ratio of its market share in lower-income communities to its market share
in other communities. These ratios to be achieved at stated rates from 1999 are 1.10 for home loans
and 1.15 for small business loans.

The bank committed to open four full-service branches in lower-income neighborhoods. These
neighborhoods are seriously underbranched on a per capita basis compared to other neighborhoods.

The bank committed to a high level feasibility study of an affordable retail banking account for lower-
income households which currently do not have a banking relationship, with the goal of establishing
such an account.

The CEOs of both banks personally assured the Coalition that the new bank will have a vigorous home
mortgage operation in all its markets.

The agreement will be monitored, like other Chicago area CRA agreements in regular meetings.

Unfortunately Banc One has not negotiated similar agreements in its current markets, which leaves it
without a detailed and adequate CRA plan. Absent such an agreement we do not understand how the
Federal Reserve Board can evaluate whether the merged institution will meet the convenience and
needs of its communities. We note that the recent spate of so-called mega commitments by such
institutions as NationsBank, Bank America, Travelers and Citicorp raise precisely the same problem. In
the case of both mergers more than half the dollar commitments were for products not targeted to
lower-income communities, and the commitments were not broken down by market area nor
established with reference to such concrete, objective measures as market share ratios.

The First Chicago/NBD agreement contains community reinvestment details that should be standard for
all bank applications and the bank regulators should demand such details as a matter of course. It also
contains, in our opinion, commitments that reflect the size of the bank and that will promote
significant, safe and sound community reinvestment in the region’s lower-income communities.
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Coalition| i I1 60605
312/427-8070

JULY 13,1998

FOR IMMEDIATE RELEASE

FOR MORE INFORMATION CONTACT: Malcolm Bush
Marva Williams
(312) 427-8070

Chicago CRA Coalition Reaches Major Community Reinvestment Agreement with First
Chicago/ Banc One

Chicago area communities will get $4.1 billion in housing and small business lending over the next six
years as a result of an agreement announced today between First Chicago and a coalition of community
groups. That figure includes a 40 percent increase in home and small business loans. The numbers are
based on the standard that the bank’s efforts in lower-income communities should match and even
exceed its efforts in middle- and upper-income communities.

The agreement between the bank and the Chicago CRA Coalition, representing over 100 groups will
mean almost $700 million a year in loans to Chicago-area low- and moderate income communities noted
Malcolm Bush, President of the Woodstock Institute which convened the coalition. “This agreement is
especiaily good news for small business people in lower-income communities, and anyone who cares
about the economic future of our region,” said Ted Wysocki Executive Director of the Chicago
Association of Community Development Organizations (CANDO). “The agreement represents
significant increases in home-mortgage lending and in multi-family lending which is critical for iower-
income famiiies who face housing crisis of enormous proportions” commented Kevin Jackson, executive
director of the Chicago Rehab Network.

The agreement comes as merger arrangements proceed between Chicago’s largest bank and Banc One of
Columbus, Chio. The federal Community Reinvestment Act (CRA) requires banks to serve low- and
moderate-income communities, and bank regulators review CRA achievements prior to agreeing to a
merger. “This agreement is different from other recent CRA commitments because the dollar goals are
all dedicated to lower-income households and communities, because the agreement has a precise

breakdown of the total doilar amounts. and because it has been generated by community leaders,” said
Bush.

The agreement includes:

* Increasing home loans by 19 percent in the first two years and by 40 percent by year five

(cumulative total of 36.000 loans). Loan goals are broken down by home purchase, refinance,
home improvement and multi-family loans.

-more-



Increasing small business loans by 13 percent in first two years and by 41 percent by year six
{(cumulative total of 5.200 loans). Loans to businesses with less than $1 million in sales will
increase by 34 percent in the first two years and by 68 percent by year six.

Reversing Bank One's decision to downgrade its mortgage company activities. The new
Company will offer its full range of mortgage products in every market.

* Opening four full service bank branches (free-standing branches or Dominick branches) in four
years in lower-income communities.

* Increasing the bank’s downpayment assistance program from $100,000 to $900,000 to help
jower-income households purchase their first home.

Establishing, for the first time, a floor on contributions to community development groups and
building in annual yearly increases.

Verne Istock, the CEO of First Chicago/NBD, and Chairperson designate of the new bank, has also
committed in writing to a high-level feasibility study with the goal of establishing an “access™ account
for people who currently do not use or do not qualify for a regular checking account. Istock’s
counterpart from Banc One, John McCoy, who will become CEQ of the new bank, has personally
piedged to honor this agreement. This agreement aiso honors the spirit of close relationships between
First Chicago and Chicago area community groups that date to the signing of the first CRA agreement
for $100 million with First Chicago in 1984. The coalition hopes that this agreement will encourage
banks in other cities to work with community organizations on similarly targeted CRA goals, said Marva
Williams, Senior Project Director at Woodstock Institute,

The Chicago CRA coalition, which is convened by the Woodstock Institute, is a coalition of over 100
organizations promoting community reinvestment throughout the Chicago metro area.

The Woodstock Institute, now in its 25th year, promotes access to capital and credit and encourages
economic development in lower-income communities through applied research and public education.

Other Contacts:

Home Lending: Joyce Probst, Chicago Rehab Network, (312) 663-3936

Small Business Lending and Economic Development: Ted Wysocki, Chicago Association of
Neighborhood Development Organizations, (312) 939-7171; Tony Hemandez, Greater North Pulaski
CDC, (773 384-7074.

Bank Services: Esperanza Carabalio Latinos United Community Housing Association, (773) 276-5338;
Dory Rand, Poverty Law Project, (312) 263-3830.

Investments: Calvin Holmes, Chicago Community Loan Fund, (312) 922-1350

Persons with Disabilities: Karen Tamley, Access Living of Metropolitan Chicago, (312) 216-5900
Cook County: Yevette Newton, Cook County Department of Economic Development (312) 795-8980.
Community Organizing: Bob Vandrasek, South Austin Coalition Community Council. (773) 287-4556



Chicago CRA
- Coalition

August 6, 1998

Verne G. Istock

Chairman, President and CEO
Chicago NBD Corporation
One First National Plaza
Chicago, IL 60670-4000

Dear Verne:

On behalf of the Chicago CRA Coalition, we endorse the attached six-year remnvestment
agreement that will be implemented upon the merger of First Chicago NBD and Banc One. We
are pleased with the goals developed as a result of these negotiations, which will greatly enhance
lending, services and investments in lower-income and minority communities in the Chicago
region. In particular, we are pleased to note that mortgage lending activities will be maintained.
The negotiations were a model of how large banks should relate to community development
organizations, and we regret that Banc One has not conducted similar conversations in its current
markets.

Thank you for this opportunity. We look forward to working with you.

Sincerely,

Chicago CRA Steering Committee:

Malcolm Bush, Woodstock Institute Esp’Zr @:abaﬂo LUCHA

T%Qremer North Pulaski DC "évette Newton, CEDA
J%z obs eﬁab Network Dm Poverty Law Project of the National

Cleaninghouse for Legal Services

W Kawr Sean

Ted Wysocki, CANDO Karen Tamley, Access Living

e
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.ORIORATION

VERNE G. IsTOX
 haurman, Presiaent and
t huet Execuave Officer

July 29, 1998

Mr. Malcolm Bush

The Chicago CRA Coalition
¢/o The Woodstock Insutute
407 South Dearbormn

Suite # 550

Chicago, [L 60605

Dear Malcolm:

- Thdls SAIBE UOOY

Cne Firm Nanooai Plaza
Chicago, lllinow 60670-0554
Telehone r312) 7324000

[ am pleased to transmit a copy of the community reinvestment programs and activities which
we plan to implement following the completion of the merger between First Chicago NBD

Corporation and Banc One Corporation.

The discussions we have had over the past three months have been both challenging and

enlightening to the team from First Chicago NBD and Banc One. We are proud of the resuit,
and hope the Coalition members are as pleased as we are. I think we both have leamed from
each other during the discussions. and will be stronger partners moving forward as a result of

the time we have spent together.

John McCoy and I are looking forward to building a new corporation, and helping to
strengthen all the communities in which we operate. We look forward to working with you.

Cordially,

o

e



CRA Coalition Goals

Chicago CRA Coalition and Firat Chicago NBD (New Bank One) Six Year Plan
Community Reinvestment Programs and Activitics
July 1998

First Chicago-Bane One Plan

Housing Task Force Issues

Single Family Mortgage Lending

Market Share

Increase bank lending to low-
and moderate-income
(“LMI"™) people and areas,
including expansion into un-
and underserved markets.

Credit Scoring

Ensure that increased use of
credit scoring does not
become a barner to accessing
credit fot people with nen-
traditional or problematic
credit histones.

Other

Reduce inappropnate
subpame lending

Increase Downpayment
Assistance (“DPA*) Pool

Multifamily Lending

Lending
Renew and increase the

Neighbothood Lending
Program

Encourage mixed-income
development

Housing Pobicy

Partner with City of Chicago
to preserve affordable
housing stock and expand
home awmership
opportunities

The Bank concurs wath a goal of reaching a cumulative metropolitsn six county area total of
35,879 LME resideanal HMDA loans by the end of the year 2004 (attachment bresks down
totals by year and product.)

Progress will be measured by number of loans, percentage increase and market share.
Generally, lending in low- and mederate-income areas should be commensurate with lending
increases to low-and moderate-income people over all. (Sub-prime lending should not be

inchuded in these increases.}

The bank will work with community organizations to determine underserved markets, and
ways to penetrate these markets.

The bank will participate in the design and development of an analysis of credit and service
needs in LMI communities, and will contnbute to its implementation.

Applicants vath marginal credit scores will be offered another loan product, and denied
applicants will be given information on homeownership counseling programs.

The bank will continue second reviews of all low/mod applications, as well as sccond reviews
of all minonty loans which are received.

The bank's Commumty Qutreach and Education Division (COED) will work with the Credit
Counseling Services of Chicago on credit repair workshops.

After the merger, the bank will conduct credit analysis on all subprime spplicants and refer
them to appropdate loan product.

The bank will increase the DPA pilot to $150,000/yr. for 6 years, with $1,500 per bocrower.
1/3 of these funds will be set aside for borrowers below 60% of median income, with the
remainder for those at 80%; areas will include EZ, City EC, and all low/mod tracts in South
Suburban Cook County.

Within the Downpayment assistance program, $2,500 will be offered for people with
disabilities, with no geographic limits on the home purchase, and income eligibility extended
up to 100% of median.

The geography and subsidy amounts are open to annual adjustment at the suggestion of the
bank or the Neighborhood Lending Review Board.

Targets for multifarmly lending are found in attachment.
The activities of the Neighborhood Lending Program will be continued.
1998 Goal - 365 million in loans closed, 1999 goal - 7.5% increase to $70 million.

The bank concurs with the importance of mixed-income development including rental and
for-sale units, and will encourage proposals for these.

‘The bank will continue to partner with the City of Chicago and community organizations in
projects that support the goals of the new 5-year Department of Housing Affordable Housing
Plan.

They will partner with the Chicago Rehab Network to identify methods to finance iow
income housing as descrbed in the City’s 5 Year Plan, such as: family housing priontization;
preservation; Section B & public housing; and, capacity of non-profits.

- page |
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CRA Coalition Gouls

Chicago CRA Coalition and First Chicago NBD (New Bank One) Six Year Plan
Community Reinvestment Programs and Activitics
Juiy 1998

First Clucage-Banc One Plan

Economic Development Task Force Issues

Small Busincss

L ¢nding

[nerease bank lending to
small businesses n low- and
moderate-tncome areas.

Technical Assistance

Increase Technical
Assistance (“T.A.7) to low-
and moderate-

income commercial areas in

under-served neighborhoods

More flexabiz undernriting

The bank concurs with a goal of reaching a cumulative metropolitan six county area total of
5,190 LMI small business loans by the end of the year 2004 {(attachment breaks out totals by
year and loans to very small businesses.)

The bank will continue to report small business lending to Neighbochood Review Board.
The bank agrees to approach DCCA (with CRA Coalition members) for higher matching
levels in order to market CAP to small firms in minonty communites, if and where necessary.
‘The bank will increase the number of affordable lines of credit for working capital that
address customers rejected on the basis of current underwnting crtena.

The bank introduced a small business credit card in the fall of 1997, and will monitor the
progress of this product. The bank will increase the marketing of this product in LMI
comumunities.

For interested community organizations, the bank will partner on credit repair programs.

The bank is investigating the listing of a technical assistance orgenization name and contact on
all rejecton letters.

The bank will work with community organizations and an appropoate T.A. organization
toward increasing T.A. , esp. accounting, bookkeeping, computer systems in LMI
communiges.

The bank will increase its funding of such activities by 10% for cach of the next two years,
and agree to evaluate results regularly.

The bank will extend the owner-occupied mixed-use pilot program established in 1996, and
will explore expanding it to include commercial industrial properties contingent upon the
continued performance of the portfolio.

Services Task Force Issues

Establish and market lifeline

accounts

Increase financial literacy
training

Branch Network

Increase the number of full-
service bank branches in
under-served communitics

The bank will convene a group to study the feasibility of offedng an Access Account, with the
goal of implementing this account. The study will be completed by November 30, 1998,
(Attached letter from Chaimman Istock descrbes more on this.)

The bank will monitor and review EFT guidelines when published this summer for the
development of an EFT account.

The bank will increase marketing of lifeline accounts to unbanked individuals including EFT
and/or EBT recipients. The bank will ensure that this issue is discussed at the Chicago
Clearinghouse.

The bank will increase macketing of these accounts through vanous means and will consider
contracts or grants with community organizations.

The bank will allocate $50,000/ year for financial literacy training through internal staff
resources, workshops, publication of marketing and other matenals, and /ot grants to
quaiified organizations.

This program will be evaluated every two vears, with consideration of renewal for another two
years at the same level.

The bank will open two new Dominick’s full-service supenmarket branches in low/mod areas
in 1998 and 1999.

The bank will open, in addition, two new full-service branches in low/mod areas in the next
four vears.

-page 2



CRA Coaiition Goals

Chicago CRA Coalition and First Chicago NBD (New Bank One) Six Year Plan
Community Reinvestment Programs and Activitics
’ July 1998

First Chicago-Banc One Plan

Investments and Grants Issues

Community Development Investments

Establish a base for yearly .
increases of communury
development investments

and grants, including bank

CDC and equity investments .
in CDFls.

The bank wil establish the combined 1998 totals of Banc One and First Chicago NBD as a
baseline year for commumty development grants for the new corporation, and will increase
such grants in the Chicago acea by 5% annually for the next two years. The progeam will
then be evaluated, with the goal of extending these increases for an additional two years.

The bank will set a goal of $16 miilion in funding commitments of the Bank CDC for 1998.
The bank will provide $500,000 over three years in long-term, below market equity equivalent
investments or similar instruments, at which time the program will be evalusted, with
considerauon for renewal for an additional three years at the same level

The bank will work with Chicago CDFIs on the development of credit enhancement/letter of
credit pools.

Housing Education and Counscling

QOther Issues

Evaluation/Monitoringt .

Vendor procurements .

The bank will continue to support homeownership education and counseling programs,

partculadly in low- and moderate-income areas.

If there 1s demand for education on reverse equity mortgages, the bank will work with

orgamzauons on its development.

The bank will continue the quarterly meetings of the Neighborhood Lending Review Board

The bank will maintain its Supplier Diversity Program.

-page 3



Chicago CRA Coalition and First Chicago NBD New Bank One) Six Year Plan

CRA Coalion Goais
Additional Issues of Agreement

Housing Task Force Issues

Mortgages for People with Disabilities .

]
Single Farmly »
Mulsi-Family Pilpt .
Techmical Assistance .

Economic Development Task Force Issues

Credit Scoring .
Neighborbood Lending Program .

L J
Marketing .
Technical Assistance .

APPENDIX - Community Reinvestment Programs and Activities
Juiy 1998

First Chicago-Banc One Plan

The Community Pride Loan wiil be aggressively marketed to people
with disabilities,

The bank will work with commumity organizations serving people
with disabilities to develop and market products or programs for
people with disabilines.

The bank will explore models of purchase-rehab including Fannie
Mae HomeStyle product.

The bank will continue to invest in the NHS Family Housing Fund.

The bank will continue the mulu-famuly pilot program, and review
changes to make the program more effecuve.

The bank will conduct semi-annual packager training, and for
community organizations that are interested in co-hostng, will
continue real estate development and investment training programs.

The bank will continue to review rejected loans for inclusion in the
CAP or SBA programs, and with community organizations, will
undertake a study of the ability of micro lending organizations to
take on larger loans, and their ability to offer lines of credit.

The bank will retain qualified staff.

The Neighborhood Lending Program and CDC will continue to

target community development deals: grocery stores, child care,
health care

The bank will expand efforts 1o increase markenng of mixed-use and
commercial real estate products in low-mod areas, esp to brokers,
pactcularly where CDC and marker opportunities exist.

The bank will sponsor workshops, based on demand for
ownership/management classes.

- page |



Chicago CRA Coalition and First Chicago NBD New Bank One) Six Year Plan

Issues for later discussion

Housing Task Force Issues

APPENDIX - Community Reinvestment Programs sad Activities
July 1998

CRA Coalition Goais Current Bank Response

Cash Flow Pilot Progran .

* 500 loans in two years Program institutionalized if
performance acceptable.

¢  Eligible borrowers: high rauos with no sigruficant .

change in housing costs. .
*  Also referred to housing counseling agency once .
found eligible.

¢  Underwrte based on past housing payments adjusung
for utility costs and taxes.

&  2-4 unrs building: apply renral income minus
standard vacancy rate directly to morntgage pavment.,

*  Coalition will work with Bank to identify a secondary
market purchaser of loans.

Meortgages for People math Disabilities .
®  Purchase znd purchase/rchab pilot project, 2 years,

targeting low- and moderate-income people with .

disabilities; 20 loans in Ist year, 30 loans in 2nd vear.

®  Use cash flow product described above or other
flexable underwriting,

s  Explore appraisal gap subsidy with DOH or other
SOuICes.

s Explore interest rate buydown or other subsidy with
DOH or other sources.

e  Explore rehab of mixed use commercial property into
accessible residential units

Support CRA and HMD.A extensions
Economic Development Task Force Issues

Credit Scoring
Monitor applicants tumed down due ro credit scoring

Lending
Help bond neighborhood-approprate TIFs

Encourage bank lending up to regulatory limits in targeted

communities.
Services Task Force Issues

IDA
¢  Provide marching funds for demonstration program;
¢  Tie IDA with recruitment of new Bank customers

The bank will continue working with borrowers who have high ratios, but
are already paying a high percentage of income on housing costs in rent
payments.

The bank will distcbute written infoonation on lom counseling programs.
The bank will continue flexible underwriting on these applications.

The bank will contnue o work with FNMAE and other secondary market
plavers for the sale of these ioans.

The bank will provide targeted downpayment assistance (see main
agreement),
The bank will market the Community Pride Loan (sec sbove).

- page |



Resldential Lending Six Year Goais

First Chicago NBD Crop. - Bank One, Combined (including mortgage companies} {s)

increases in LMI Lending and Cumulative Lending Volumes {o Reach LMI - MUI Lending Goals

Metropolitan Six County Area (b}

! L i

- YEARS

i 1998 1899 2000 _eno1 2002 2003 2004  [CUMULATIVE
Home Purchase )
Number of LMI home purchase loans in 1996 1,263
Required number of LMI home purchase foans to reach LMI- MUI goal 1,450 1.540 1,618 1,685 1,770 1,770 9,843
Required increase in number of LMI over 1896 level 187 277 355 432 507 507 2,265
Required percent increase over 1996 level 15% 22% 28% 34% 40% 40%
Home improvement
Number of LMI home improvement loans in 1996 1,204
Required number of LMI home improvement to reach LMI- MUI goal 1,250 1,300 1,365 1,440 1,500 1500 7 8.355
Required increase in number of LM| loans over 1996 level 48 96 161 236 296 296 1.1
Required percent increase aver 1996 level 4% 8% 13% 20% 25% 25%
Refinance (1 - 4 unlts) \ _ .
Number of LMI home refinance loans in 1896 2,090 | '
Required number of LM! home refinance loans lo reach LMI- MUI goal 2,575 2,700 2,825 3.000 3,135 3135 17,370
Required increase in number of LM loans over 1998 lavel 485 610 735 810 1,045 1,045 4,830
Required percent increase over 1996 level 23% 28% 35% 44% 50% 50%
Mutltl Family
Number of LMI** multi family loans in 1996 45
Required number of LMI muiti family loans to reach LMI- MUi goal 46 48 51 54 568 56 At
Required increase in number of EM! loans over 1996 level 1 3 6 9 11 1 41
Required percent increase over 1996 level 2% 7% 13% 20% 24% 24%
Total Resldential (HMDA only)
Number of LMI loans in 1996 4,602
Required number of LMI loans to reach LMI- MUI goal §.321 5,568 5,858 6,189 , 6461 6.461 35879
|Required increase In number of LMI loans over 1996 lavel 719 986 1,257 1,587 1,859 1,859 8,267
Required percen! increase over 1998 level 16% 21% 27% _ 4% 40% 40%|
(] ANB. FNBC, FCNBD Mig. Ca., Bark One Chicago, NA and #ank One Martgage Co. combined.
{b) Cook. DuPage, Kane, Lake, McHarvy snd Will Counties l

7/8/983:37 PM
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"FIRST ' Mail Sue 0554

CH ICAGO One First Nauoml Plaza
Chicago, Hlinois 60670-0554

NBD Telephone: (312) 7324000

CORPORATION

VERNE G. ISTOCK

Chairmar, President and

Chief Executve Officer

July 3, 1998

Mr. Malcolm Bush

Chicago CRA Coalition

¢/o The Woodstock Institute
407 South Dearbom

Suite 550

Chicago, IL 60605

Dear Malcolm,

[ have been reflecting on our discussion last week related to the issue of what we might call an
*access account” for individuals with limited or poor credit histories, or limited experience in dealing
with banks.

[t is clear to me that it would be beneficial to the community to provide an aitemative to currency
exchanges, and to encourage people to establish relationships with banks." Because of the importance
of this issue, [ have decided to assign the task to senior staff in our retail deposit product, branch
delivery and legal departments to undertake a thorough feasibility study of establishing a pilot roll-out
of an “access account”, and to report directly to me on the findings.

1 am aware that the Chicago CRA Coalition has requested that we commit to a product, and [ wanted
you to know why we cannot do that at this time with the information we have available. There are
bank regulations (Regs B, CC and E, for instance) which would impact our ability to offer a product
which is both reasonably priced and meets a substantial number of the policy goals which we would
like to achieve. How to place certain individuals - and not others - into this account is a concern of
mine, as are the requirements for monthly statements and the timely release of uncleared deposits,
which is a major cause of fraud. 1 do not think these concerns are insurmountable, but they do
illustrate why the issue needs more definition before we may be able to institute this product.

Your input.on these issues, as well as examples of other successful models, would be very helpful to
us in this endeavor. I have asked Mary Decker and Ed Jacob to coordinate your involvement in this

process, which I have asked to begin within thirty days.

Please thank the Coalition again for all their insights and specifically for bringing this issue to my
attention.

Cordially,



Chicago CRA Coalition

Background and Summary for Negotiations with First Chicago/Banc One

The Chicago CRA Coalition is an association of community organizations and other non-
profits that use CRA to promote community development investments, services and lending by
financial institution in minority and low- and moderate-income communities and to low- and
moderate-income persons.

Term of agreement:
Six years, 1999-2004 inclusive.

Major Goals of the CRA Coalition:

1. To increase First Chicago/Banc One residential and small business lending

to low- and moderate income persons and in low-moderate income and minority communities

in the Chicago MSA .

2. To provide adequate financial services (branch networks, ATMs, life-line accounts) to low-
and moderate income persons and in low- and moderate-income and minority communities.

3. To increase grants and investments in community development organizations and other non-
profits relative to the increase in lending of the new bank.

4. To decrease predatory residential, consumer and small business lending.

5. To increase small business technical assistance and consumer credit counseling/repair services.

Definitions

Low-income: areas or people with incomes of 50% of the median or less.

Moderate-income: areas or people with incomes of 80% of the median or less.

Small businesses: loans of $Imuillion or less.

Very small businesses: businesses with annual sales of $1 million or less.

Market share ratio: a measure of bank lending performance where the lender's share of business to
low- and moderate-income areas/people is compared to its share of business to middle- and upper-
income areas/people. A ratio of less than 1.0 means that the lender serves low- and moderate-
income areas at a lower rate than it serves middle- and upper-income areas.

8/ 98



CHICAGO REHAR NETWORK

ACCESS LIVING

ACORN HOUSING CORP.

AHKENATON

AMBASSADORS FOR CHRIST
COMMUNITY DEV, CORP.

AMERICAN INDIAN
ECONOMIC DEV. CORP.

ANTIQOCH FOUNDATION
DEVELOPMENT CORP.

SETHEL NEW LIFE

BICKERDIKE REDEVELOPMENT
CORPORATION

CENTER FOR NEIGHBORHOOQD
TECHNOLOGY

CENTRAL CITY VENTURES

CENTURY PLACE DEV. CORP.

CHICAGO ROSELAND COALITION
FOR COMMUNITY CONTROL

CHICAGO SCUTH COMMUNITY
DEVELOPMENT CORP.

CIRCLE CHRISTIAN DEV. CORP.

COMMUNITY RENEWAL SOCIETY

COVENANT DEVELCPMENT CORP.

EIGHTEENTH STREET DEV. CORP.

FULFILLING OUR RESPONSIBILITY
UNTO MANKIND

GREATER WASHINGTON PARK
COMMUNITY DEV. CORP.

HISTORIC NORTH PULLMAN

HOUSING RESOURCE CENTER

INTERFAITH ORGANIZING
PROJECT OF GREATER CHICAGO

JEWISH COUNCIL ON
URBAN AFFAIRS

KENWOOD OAKLAND
COMMUNITY ORG.

LAKEFRONT SRO CORP.

LATIN UNITED COMMUNITY
HOUSING ASSCCIATION

LAWNDALE CHRISTIAN
DEVELOPMENT CORP.

LOGAN SQUARE NEIGHBORHOOD
ASSOCIATION

METROPOUTAN HOUSING
DEVELOPMENT CORP.

NORTHWEST AUSTIN COUNCIL

OK SHARE

ORGANIZATION OF THE NORTHEAST

PEOPLES REINVESTMENT AND
DEVELOPMENT EFFCORT

REBUILD INCORPORATED

ROSELAND CHRISTIAN HOMES

SHOREBANK NEIGHBORHOOD INST.

UPTOWN HABITAT FOR HUMANITY

URBAN DEVELOPMENT CORP.

VOICE OF THE PEOPLE

WOODLAWN EAST COMMUNITY
AND NEIGHBORS

P
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Y e
[ ]

[T S S T
RS

Statement by Kevin Jackson, Chicago Rehab Network to
Federal Reserve Bank of Chicago on
First Chicago/Banc One Merger

August 13, 1998

Good morning, Ms. Smith. My name is Kevin Jackson, I am the
Executive Director of the Chicago Rehab Network, a 20 year old coalition
of 43 non-profit housing development organizations in Chicago. We are a
member of the Steering Committee of the CRA Coalition and the Chair of
the Housing Taskforce.

Financial institution’s responsiveness to individuals and families in
local neighborhoods is at the heart of the importance of the Community
Reinvestment Act. Recognition of this is clear from the proceedings
today. Public involvement in the decisions that impact communities,
regions and the country is fundamental to the democratic process and
ultimately, despite its difficulties a good thing. We congratulate the
Federal Reserve Bank for calling this hearing and acknowledge the
importance of the people assembled to participate. We also congratulate
ACORN on helping to create the momentum that resulted in this hearing,
And finally we congratulate First Chicago NBD on demonstrating the
utility and possibility of CRA agreements that mean good business for the
institution and communities.

The Chicago Rehab Network has a long history with the First
National Bank of Chicago. In 1984, when First Chicago acquired
American National Bank, we were part of the coalition that negotiated the
first Neighborhood Lending Agreement. Since then we have sat on the
quarterly Review Board, packaged hundreds of multi-family loans, and
provided detailed input on community credit needs. When First Chicago
merged with NBD three years ago we were part of the CRA Coalition that
negotiated a detailed CRA Agreement.

As I stated in my opening, CRA is vital. The process that led to
our present CRA Agreement occurred because CRA strengthens our
government’s mediating role between the private sector and the common

good. The CRA agreement reached by the CRA Coalition in the proposed ~

merger of First Chicago NBD and Banc One is a model for CRA
agreements in both it’s process and substance. After the merger was
announced, the CRA Coalition moved quickly to hold a public meeting
and then had Taskforce meetings to gather substantive input from
community organizations throughout the region. The Housing Taskforce
met three times to develop the initial set of negotiation items. We then
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met many times with First Chicago NBD and Banc One staff from the highest levels on down.

For the first time in CRA negotiations we were able to use a market share analysis to
develop mortgage lending targets. As a result, over the next six years First Chicago NBD has
committed to increasing their residential lending by more than 8,200 loans over current lending
levels. In 1995 First Chicago established a $100,000 Downpayment Pool for homebuyers in
Chicago’s Empowerment Zones, with this Agreement the Pool has been increased to $900,000
and extended to more low and moderate income areas.

In discussing credit needs with organizations in Chicago there was a sense that,
particularly in this time of megamergers and predatory lending, simply establishing lending
targets is barely adequate. Without a thorough analysis of the credit needs of low and moderate
income communities and individuals on which to base lending targets, there will continue to be
unmet needs and borrowers who are forced to get inferior, high cost credit products. First
Chicago NBD has committed to participate in the design and development of an analysis of
credit and service needs in low and moderate income communities and to contribute to its
implementation. They further agreed to work with CRN to expand the impact of the City of
Chicago Department of Housing’s second 5 year Affordable Housing Plan approved by the City
Council in July.

We were particularly concerned to read in the merger application that Banc One had
discontinued it’s mortgage lending business except for the convenience of its customers and its
CRA division. We believe that mortgage lending at all income levels is the foundation of
community development and a bank’s investment in a community. Afier discussion with both
bank’s CEOs and many of the senior staff, the bank announced that, through their best practices
evaluation of the bank’s business, they would resume full mortgage lending throughout the Banc
One system. This is one of two system-wide commitment we received from Banc One, the
second is that the bank will conduct a credit analysis on all applicants to the subprime lending
unit and refer them to appropriate loan products.

The process I have described created a CRA Agreement that is responsive to the service
and credit needs of low and moderate income communities, businesses and households in
Chicago. With this Agreement we have a solid foundation to build on for the next six years. The
same type of commitment must be made to low and moderate income people and communities
throughout the Banc One system.

In the end the communities in which the members of the Chicago Rehab Network operate
are not unlike communities throughout this Country, struggling to build better neighborhoods
through affordable housing and economic development, and fighting the growing tide of
economic disparity. Our mission at CRN, to promote community development without
displacement in our communities, requires us to stand in solidarity with communities across this
country in their relationship to financial institutions. We believe that First Chicago NBD’s
leadership here should be replicated throughout the country and we call on the Federal Reserve
Board to ensure that the same type of commitment is made to all low and moderate income
people.
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Good Morning. I am Mark McDaniel and I am the President of the Michigan Capital Fund
for Housing. The Capital Fund is a non profit housing corporation that was founded in 1993 for the
purpose of raising and providing investment equity to create affordable housing in Michigan. The
Funds mission in providing equity is to invest in projects that meet at least one of the following
criteria:

Locate in a distressed community which includes rural areas
Smaller size projects
Non profit involvement as sponsors

~ Serving special needs populations

bl e

With that mission the Fund has raised and invested over 80 million of equity since 1993 creating over
2,000 units of affordable housing. Through our relationship with the Enterprise Social Investment
Corporation, the Enterprise Foundation, and our financial institution investors the Fund now offers
a multitude of financial resources to the development community in Michigan. This includes
permanent debt financing, construction lending, technical assistance, predevelopment loans and
grants, and charitable activities contributions. As a result of our growth and structure we have come
to understand the banking industry intimately.

I am here today to tell you very sirmply that the merger between Banc Qne and First
Chicago/NBD is the best news we've had in a long time. I know this is good news because this is the
first time that a merger has gotten the bankers on our board grumbling. This is indicative that Banc
One will be very competitive and push the other banks to become more ageressive and innovative
than they're use to; in my view, that is what Banc One is bringing to Michigan and that is good.

Based on my 21 years of experience in planning, housing development, and community
development, T am convinced that Banc One has a social and financial commitment to revitalizing and
supporting community investment and development throughout its market area. This is true in our
case even when they weren't in the Michigan market. In the formative stages of the Fund, Joe Hagan
the President of the Banc One CDC, was advising us on structuring the Fund and selecting board
members. They have provided me with input whenever I've been faced with complex issues which
I have found very unusual when compared with other banks.

Banc One has invested $125 million is several national equity funds managed by Enterprise.
They have invested $20 million in funds managed by the Ohio Capital Corporation for Housing. In
addition Banc One is providing bridge financing to Ohio Capital. Their commitment to the Illinois,
Chicago, Cleveland, Delaware, Texas, and Milwaukee Equity Fund has been similar.

There are some who will say, "so what”. Tell that to the single mother living in a transitional
housing development who, without Banc One's and others investments, would still be suffering the
beatings of an abusive boyfriend or be out on the street with no where to go. The same mother who
has got her life together because of this housing opportunity and is now ready to move into a Habitat
for Humanity home. Tell that to the senior citizen in Cleveland who was living as a hostage in her



home in a crime ridden neighborhood, who as a result of a Banc One investment, was able to move
into a new safe and secure senior community. She now has a quality of life in her golden years that
she never thought she would have. And finally, tell that to the young couple with little ones who
where forced to live in a slumlord owned house with no security, broken plumbing and windows, and
lack of adequate heat who, with the help of Banc One's investment in a national fund, was able to find
safe and decent housing to raise their family in. There are thousands of stories like this.

NBD is represented on our Board of Directors and has as compared to other financial
instingtions in Michigan, been a significant but smaller player. We appreciate the support and effort
they have put into the Fund. But we see this merger moving them to the forefront of community
investment in Michigan. The first signs of this came within two weeks of the announced merger with
a series of inquiries and meetings with Banc One personnel and the Fund to discuss how Banc One
can provide their resources through the Fund. We are already working with Banc One Capital
Corporation on & construction loan and co-investment for z senior citizen development in Adrian,
Michigan. There has never been a single bank merger in Michigan where the lead bank has taken the
time or made the effort to discuss with the Fund or others how they can best get involved in
community development in the state. Banc One is the first to do this and we appreciate that and
believe it is the indicative of how Banc One will be committed to working in Michigan.

In closing the Michigan Capital Fund is excited and supportive of the proposed merger
between Banc One and First Chicago/NBD. We are looking forward to Banc One being one of our
major investors and supporters. This merger will not only be good for the Fund but most importantly
for the less fortunate residents in Michigan who need affordable housing.

Thank you for your time and I look forward to this great marriage to be consummated soon.

L..J



Statement regarding the proposed merger
of Banc One and First Chicago NBD

by Dory Rand, Staff Attorney

Poverty Law Project of the National Clearinghouse for Legal Services
August 13, 1998 public hearing
at the Federal Reserve Bank of Chicago

The National Clearinghouse for Legal Services is a nonprofit organization based
in Chicago that represents tens of thousands of iow-income persons regarding
welfare and housing policy issues through its Poverty Law Project and provides
support to the poverty law community and others through its web site, print

publications, library, and training and information services.

As a staff attorney with the Poverty Law Project and editor of its monthly
newsletter, ILLINOIS WELFARE NEWS, | have monitored the development and
implementation of new programs for electronic delivery of government benefits,
including EBT and EFT. lllinois Link is the lllinois Electronic Benefit Transfer
program for delivery of cash and food benefits to low-income people. EFT is the
federal Electronic Funds Transfer program for delivery of federal payments such
as Social Security, Supplemental Security Income (SS1), Veterans’ benefits and

Railroad Retirement benefits.

These EBT and EFT programs produce tremendous cost savings for the federal
and state governments and help to reduce misuse of benefits, while providing
some security and convenience advantages to recipients. The advantages of
electronic delivery of benefits could be multiplied if recipients were to have their
cash benefits directly deposited into bank accounts. For example,

+ Funds deposited in a bank account enjoy the federal consumer protections of
Regulation E (which limits liability for losses from fraudulent use to $50 in
most cases); EBT funds have no such protection.

 Funds deposited in a bank account are insured by the Federal Deposit
Insurance Corporation (FDIC), a U.S. government agency, EBT funds have
no such protection.



Persons who deposit their government benefits or employment checks in a
checking account can use checks to pay their bills; persons without checking
accounts often pay high fees for money orders.

« Persons with bank accounts can use banks as references for landlords,
telephone companies, and utilities companies; persons without bank accounts
cannot use banks as references.

» Persons who deposit their money in interest-bearing accounts can increase
their assets.

¢ Persons who establish a good relationship with a bank may later build on that
relationship when requesting a home mortgage, a car loan, a small business

foan, or investment in their communities.

Despite the many advantages of using bank accounts, most state welfare
recipients and SSI recipients, as well as many working poor individuals who do
not receive public benefits, have no bank accounts. Instead, they continue to rely
on costly check cashers to handle their cash transactions. And they have no

place to accumulate savings for education, a down payment on a home, or a car.

There are a number of reasons why many low-income individuals do not have
bank accounts, including the lack of bank branches in low-income communities,
the lack of free or low-cost accounts, and the lack of financial literacy in many
communities. Bank policies requiring screening of applicants’ credit histories

further limit access to bank accounts.

Banks can and should play a major role in helping to address these problems.

Banks must expand access to mainstream financial services by

> establishing more full-service branches and ATMs in underserved low-income
communities;

» conducting and funding financial literacy and credit counseling programs; and

> developing and marketing free and low-cost checking and savings accounts

that are not subject to credit screening.

L.



To that end, | participated as a member of the Chicago CRA Coalition Steering

Committee in negotiations that lead to the recent CRA agreement with First

Chicago NBD and Banc One. | am particularly pleased that the banks agreed to:

1. open at least four new bank branches in low- and moderate-income
communities;

2. aliocate $50,000 per year to conduct and/or fund financial literacy training;
and

3. conduct a feasibility study by November 30 of this year, with the goal of
implementing a free or low-cost “access” account for individuals with fimited

or poor credit histories, or limited experience in dealing with banks.

First Chicago Chairman, President and Chief Executive Officer Verne G. Istock

sent a letter to the Chicago CRA Coalition stating his recognition of the need for
such access accounts, his personal commitment to developing an account that

will serve that need, and his willingness to work with the Chicago CRA Coalition
on this important issue. | appreciate First Chicago’'s commitment and look

forward to working with the new bank on these financial services issues.

| must add, however, that | am very troubled by Banc One’s failure to negotiate
with community groups in its other markets. If the new bank is to serve the
convenience and needs of the communities in which it conducts business, it must
negotiate in good faith and enter into similar CRA agreements with community-

based organizations in alf of its markets.

National Clearinghouse for Legal Services, 205 West Monroe Street, 2™ Fioor, Chicago, IL 60606
312.263.3830 ext. 228/ fax 312.263.3846/ doryrand@mindspring.com / www.nclsplp.org
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Thank you for the opportunity to testify. My name is Jerome Odom
and 1T am a member of the Organization of the NorthEast. I am also
the President of the LakeView Towers Residents Association, which
is working to purchase our 500 unit HUD-subsidized building in
Uptown.

The Organization of the NorthEast (ONE). founded in 1974, is an
organization of sixty dues-paying member institutions in the Uptown
and Edgewater communities in Chicago. The mission of ONE is to
“build and sustain a successful multi-ethnic, mixed-economic
community in Uptown and Edgewater.” To this end, ONE has enjoyed a
close working relationship with First Chicago NBD.

(STUFF ABOUT THE NEIGHBORHOOD)

First Chicago has been a member organization of the Organization of
the NorthEast for the past nine years. Currently First Chicago
invests greatly in these two communities -both financially and by
fostering close working relationships with many local organizations
to support housing development, small business development, and
industrial retention. Several years ago First Chicago NBD and
three other banks created a commercial Toan program to provide
below market financing to commercial credit borrowers as a way to
enhance small business development and job creation in the area.

First Chicago NBD and Banc One recently committed to a new CRA
agreement with ONE and six other community organizations through
the National Training and Information Center. The agreement, which
constitutes a nearly $4 billion ten-year investment for all of
Chicago with targets for investments in specific communities. This
commitment is for single family housing, multifamily housing, small
business development, marketing and services. It provides for a



bank representative to work closely with each of the six community
areas to target this agreement to neighborhood needs. This
agreement builds on First Chicago's history of being a strong
presence in this community.

The Organization of the NorthEast has no prior experience working
with Banc One, but view their commitment to this CRA agreement and
their willingness to continue the great work that First Chicago has
done here in Chicago a positive sign. We look forward to working
with Banc One/ First Chicago to fully utilize the opportunities
created by the agreement. We support this merger with the
confidence that there is genuine commitment to this agreement and
the hope that similar commitments will be made for the rest of Banc
One and First Chicago's market.
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To:  Federal Reserve Bank of Chicago
230 S. LaSalle
Chicago, IL

From: Cora Morris

I'am Cora Morris, the owner of Greek Grandeur in Champaign, Illinois. Greek Grandeur,
established in December of 1991, is a retail and embroidery business that specializes in
paraphemalia for fraternal organizations and logos for businesses. I am here today on
behalf of African American small business owners for which Bank One has assisted with
business loans. '

T am only one of many African American business owners who have experienced great
difficulty with not only starting a business, but staying in business. It was very difficult
to obtain financial assistance in order to stay in business. I went to four different
financial institutions within my community in order to obtain a small business loan and
was denied. Finally, I met with a loan officer at Bank One who reviewed my business
plan and discussed criteria for meeting qualifications for small business loans. Through
this process I gained valuable information,

Bank One helped me when no one else would. They were flexible and understanding
with payment arrangements. Thus, due to their willingness to give me a chance, the
Greek Grandeur was able to expand and now has a web page on the World Wide Web.

I would also like to add, that there are other African Americans within our community
that was able to go to Bank One for help. In 1996, my mother relocated to Champaign -
Urbana. Bank One assisted her and my sister with their home mortgage loan. They too
had visited other financial institutions prior to Bank One and was denied.

In closing, Bank One has been an asset to my community through their relationship and
assistance to the African Americans. My experience with this organization has been
beneficial, valuable, and a great pleasure.

Cora Morris, Owner

See our Showroom

6 EAST COLUMBIA AVENUE » CHAMPAIGN, ILLINOIS * 61824-0555 » P.O. BOX 555
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| would like to thank the board for this opportunity to testify. The National
Training and Information Center is a resource center that has been working with
grassroots community based organizations for over 25 years. Throughout our
history we have assisted literally hundreds of community groups enter into
partnerships with banks to better their neighborhoods. Billions of doliars have
gone for single family housing, small business, and multi-family lending through
these agreements.

NTIC itself has been directly involved in several Community Reinvestment
partnerships in the city of Chicago, one of the most successful with st
Chicago, NBD. Through three renewals and fourteen years, NTIC, with other
non-profits in the city, has forged innovative programs and lending products to
better serve the credit needs of the city. A critical component to this
agreement have been the quarterly review board meetings, a process engaged
in by the bank and the participating non-profits. The open lines of
communication have enabled the members to establish a real level of
accountability and has paved the way for true problem solving. The firm
commitment of First Chicago and Banc One to continue on with the review
board process after the proposed merger is a major reason for NTIC's support
of the proposed merger.

Recently, in the context of the merger, NTIC and six neighborhood organizations
have entered into a new, ten year reinvestment agreement with Banc One and
First Chicago. This nearly $4 billion commitment is for the city of Chicago as
a whole but also contains a specifically targeted program dedicated to getting
loans out the doors of the bank and into communities. The bank has committed
to working closely with NTIC and the initial six grassroots organizations to get
this $4 billion out into the neighborhoods. Specifically, the bank will dedicate
liaisons and loan officers who will be meeting regularly with the neighborhood
residents. The bank has committed to having loan officers and/or interpreters
that reflect the communities and has agreed to an oversight committee of all of
the partners in the agreement. The initial six groups are Blocks Together,
Brighton Park Neighborhood Council, Organization of the NorthEast, Nobel
Neighbors, Northwest Neighborhood Federation, and South Austin Coalition
Community Council.

As a basis for comparison, the recent nation wide pledge of $350 billion made
by NationsBank and Bank of America would, in addition to falling short of their
current levels of lending, comprise only 23% of their residential lending.
Conversely, the Chicago commitment made by Banc One and First Chicago will



comprise a full 46% of their residential lending. Instead of an empty promise
and sound bites, First Chicago and BancOne have made a commitment of
substance. We will, of course, keep the Board apprised of the progress on this
commitment and will lodge a protest if the commitments made by First Chicago
and BancOne are not fulfilled.

With the assumption that the banks will be faithful in fulfilling the commitments
they have made, NTIC supports the merger of these institutions. We are
hopeful that the good experiences we have had with First Chicago in the past
and renewed the commitments to serve Chicago will extend to the entire Banc
One and First Chicago’s market.
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Thank you for the opportunity to testify. My name is Jerome Odom and I am a
member of the Organization of the NorthEast. 1 am also the President of the
LakeView Towers Residents Association, which is working to purchase our 500
unit HUD-subsidized building in Uptown.

The Organization of the NorthEast (ONE), founded in 1974, is an organization
of sixty dues-paying member institutions in the Uptown and Edgewater
communities in Chicago. The mission of ONE is to "build and sustain a
successful multi-ethnic, mixed-economic community in Uptown and Edgewater.”
To this end, ONE has enjoyed a close working relationship with First Chicago
NBD.

First Chicago has been a member organization of the Organization of the
NorthEast for the past nine years. Currently First Chicago invests greatly in
these two communities -both financially and by fostering close working
relationships with many local organizations to support housing development,
small business development, and industrial retention. Several years ago First
Chicago NBD and three other banks created a commercial loan program to
provide below market financing to commercial credit borrowers as a way Lo
enhance small business development and job creation in the area.

First Chicago NBD and Banc One recently committed to a new CRA agreement with
ONE and six other community organizations through the National Training and
Information Center. The agreement, which constitutes a nearly $4 billion ten-
year investment for all of Chicago with targets for investments in specific
communities. This commitment is for single family housing, multifamily
housing, smatl business development, marketing and services. It provides for a
bank representative to work closely with each of the six community areas to
target this agreement to neighborhood needs. This agreement builds on First
Chicago's history of being a strong presence in this community.
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One but view their commitment to this CRA agreement and their willingness to
continue the great work that First Chicago has done here in Chicago a positive
sign. We Took forward to working with Banc One/ First Chicago to fully
utilize the opportunities created by the agreement. We support this merger
with the confidence that there is genuine commitment to this agreement and the
hope that similar commitments will be made for the rest of Banc One and First
Chicago's market.
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My name is Raymond Schmidt. [ am the Executive Director of a nonprofit corporation in
Milwaukee, WI, called Select Milwaukee. The organization was formed in 1991 and is dedicated
to promoting, supporting and facilitating affordable homeownership in city of Milwaukee
neighborhoods through collaboration with the nonprofit, private and public sectors. Select
Milwaukee provides direct services to prospective home buyers, urban market training and other
services to mortgage lenders and real estate professionals, produces neighborhood marketing
events and has developed and administers for several Milwaukee employers their employer

assisted homeownership and walk to work programs.

My brief comments today reflect our organization’s valued and long-standing relationship with
Bank One WI. And it is based on that relationship that | extend Select Milwaukee’s support of

Banc One Corporation’s proposed acquisition of First Chicago NBD.

As noted, collaboration is a major piece of just about all of our efforts at Select Milwaukee.
Most of us in this line of work have the chance to meet with and enlist the support of many
different businesses, institutions and organizations. Over the past several years, Select
Milwaukee has developed relationships on a number of levels with several mortgage lenders.
During that time, we have had numerous opportunities to work directly with Bank One,
Wisconsin and to observe its affordable lending and other community development efforts. Our
experiences with the bank compel me to unequivocally state that Bank One is among
Milwaukee’s most thoughtful, savvy, and committed affordable housing financial institutions

and an important corporate partner in many other endeavors.

Bank One, Wisconsin is clearly distinguished among most lenders in Milwaukee by its

thoughtful, serious approach to collaboration with our organization and our colieagues in



Milwaukee in a variety of ventures. 1 am being quite candid when I suggest that unlike some
institutions, the bank does not embarrass itself or offend. organizations like ours by merely
“talking a good game,” glad-handing, or with product or service gimmickry. For us, Bank One is
the respected and valued corporate citizen it is because of a corporate philosophy. Itisa
philosophy that is no doubt also responsible for the highly competent and diverse staff with

which we have had the pleasure to work over the years.

From my vantage point, there is perhaps no more significant example of Bank One’s
commitment to affordable lending here than the leadership, dedication and financial support
extended to the launch of New Opportunities for Homeownership in Milwaukee (NOHIM). A
nationally recognized affordable homeownership coalition, NOHIM’s 55 members represent
Milwaukee area banks, thrifts, credit unions, mortgage insurance firms, community-based home
buyer counseling organizations, the City of Milwaukee and the Wisconsin Housing and
Economic Development Authority. NOHIM has dramatically increased homeownership
opportunities for modest income Milwaukee families, with nearly 2,000 new homeowners and
over $85 million in mortgage loans since its creation in 1991. NOHIM annually generates from
mortgage lenders over $100,000 support for home buyer counseling and loan packaging services,
offers exclusive proprietary participation for lender members in a variety of lending initiatives
and provides affordable homeownership training for the membership. This year NOHIM
received from HUD a Gunther Award and was recognized in 19?6 as one of the first local
parmership; in the National Partners in Homeownership Campairgn. I am convinced that Bank
One’s leadership and significant financial and staff support that nurtured NOHIM in its early

days is largely responsible for Milwaukee’s national renown and successes in affordable lending.

| e



Select Milwaukee l;las garnered the frequent support of Bank One for neighborhood marketing
and homeownership promotion activities. Among these activities are neighborhood tours and
home buyer expositions. These events are invaluable as introductions of first-time prospective
buyers to the home buying process and opportunities in Milwaukee and serve to expand the
range of housing and neighborhood options for buyers. Now, of course there is a financial
component of support for such activities, but in the case of Bank One, its involvement has
always gone beyond just dollars. It is easy to write a check. But reflecting the seriousness with
which the bank takes its community involvement and Bank One’s trademark professionalism in
these endeavors, significant dedication of staff, and not just community affairs or CRA staff, has
always been part of the bank’s support. Corporate community affairs and marketing staff lend
their time and expertise to insure that these city events are as successful and well-produced as

any new suburban subdivision promotion.

Finally, Select Milwaukee has benefitted a great deal from and values its professional comradery
with Bank One community and government relations staff persons. On many occasions,
covering a gamut of topics, including legislative and regulatory issues, bank staff have served as
a sounding board, provided advice, and offered valuable insights. That doesn’t mean we’ve
always agreed, but we have consistently gained from the impressive level of interest,

accessibility and thoughtfulness.

In conclusion, I wish to reiterate Select Milwaukee’s solid support of Banc One’s acquisition of
First Chicago. Our organization believes that the merger can only enhance the bank’s
commitment and capacity to invest in affordable homeownership for modest income Milwaukee

families and in other community development initiatives in our community and elsewhere.
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Eve Elder-Mayes
1133 Cheyenne Drive
Cincinnati,Ohio 45216

August 13, 1998

Federal Reserve Bank of Chicago
230 South Lasalle Street

Chicago, lllinois 60604-1413
ATT: Alecia Williams

Dear Ms. Williams,
| am opposed to the Banc One merger for the following reasons:

1, Banc Ones use of "Disparate Guidelines” as it pertains to the sellers as well as buyers for residential
meortgage loans.

2. Banc Ones blatant misuse of CDBG dollars in the Cinginnati “College Hill Downpayment Assistance
Program”.

3.Banc Ones systematic blockbustering as it pertains to allowing Caucasian Investors to sell their
residential properties and disallowing African-American homeowners to sell their properties.
(Specifically by the misuse of downpayment assistance dollars(CDGB).

In conclusion, | would like to state that in my 3 year relationship with Banc One, | have been
discriminated against due to my ethnic background which is African-American and of Jewish heritage.
And | have been asked to lterally do "WHATEVER |T TAKES" to get a mortgage loan, line of credit |
and even a credit card. | believe that if this merger is aflowed, it will let Banc One monopolize the
Midwest and to what they have been doing "WHATEVER IT TAKES", even if t means destroying the
financial prosperity of the African-American as well as Jewish Communities.

Banc One does not have my best interset at heart and to them | only represent one more African-
American in their HUMDA data that they helped. | repeat that | am against the merger of Banc One and
believe a full scale investigation needs to be done into their activities N the Greater Cincinnati Area.

{Specifically the "College Hill Downpayment Assistance Program’. Alse Banc Ones entire CRA
department (Cincinnati} needs to be investigated as it pertains to the above.

Sincerely,

Eve Elder-Mayes

CC: Dr. Mittont Hinton President Cincinnati Chapter NAACP

News Media



Testimony on the proposed merger of Banc One Corporation, Columbus, Ohio, with
First Chicago NBD Corporation, Chicago, Hlinois

By Michael G. Matejka
Central lllinois Organizing Project
Second Ward alderman, City of Bloomington, lllinois

Let me begin by thanking the officials for their patience today. As an elected official, 1 know
well the care and patience required to sit through a long-session and concentrate on each
individual and their particular testimony.

The question we are about today, my friends, is money, capital. We Americans have invested
unique properties in strips of green paper 2 %2 inches wide x 6 inches long. Through the
transaction of these strips of green paper we are able to provide food, shelter and clothing.
Enough of these green strips and one can live quite well.  And if there is a shortage of these strips
of green paper, an individual, or a community, can flounder.

I come to you today as someone our government would classify as a low to moderate
income European-American from Central [llinois living in a slum-blight district.

Let me tell you something about that slum blight district that I call home, the west side of
Bloomington, illinois. Although it has received this official designation, most of the homes are
single family owned. The majority of the population is employed. Although we have our
occasional problems, we are a racially integrated area composed of hard-working people.

Can my neighborhood survive? It can survive if we have access to those green paper strips.
That’s why my neighbors and I go to work everyday. And as working class people, we receive
enough of those paper strips to buy our groceries and gas our cars. Can we buy a home? Not
without the assistance of a bank. Can we start up a small business? Not without the assistance

of a bank.



Folks in my neighborhood are proud of their homes, they paint them, they plant flowers, they
care for them. But we can’t continue to buy and maintain those homes without a financial
support network. We’re not asking for give-aways, we are asking for the door to be opened, for
access to capital.

I’m sad to say that Banc One is closing the door to my neighborhood. They’ve drawn a line
around my hard working neighbors and taken their strips of green paper to more lucrative
markets. Only ten African-American families received loans in my community from Banc One in
1996, and of these ten, only two went to low and moderate income families. Those two families
got $14,000 from the bank. Of those African-American families that applied to Banc One for a
loan, 36 percent were rejected, almost double the white rejection rate of 17 percent.  Meanwhile
272 affluent white families received almost $6 million in loans from Banc One. While Banc One
was increasing its loans to affluent households, going from 105 in 1995 to 342 in 1996, it reduced
its loans for low and moderate income families during the same time period from 79 to 54 loans.

Banc One increased its market share in my community from 4 percent in 1995 to 9 percent in
1996. High-income census tract lending jumped impressively from $270,000 in 1995 to $1.6
million one year later.

Banc One obviously has some money to lend in Bloomington, Illinois. What I am asking is
that some of those strips of green paper come to my neighborhood too. As this welfare to work
transition continues, we need capital to help individuals start small businesses and have a chance.
In my neighborhood, again what the government likes to call low to moderate income families
living in a slum-blight area -- | don’t like those term, [ prefer to call us what we are, hard-
working, honest, working-class Americans, keeping an older neighborhood intact. My neighbors

and | need those green strips of paper to continue maintaining our neighborhood. All we ask is a



chance -- a chance Banc One won’t give us.

Concentration of capital serves no social purpose if it’s only purpose is to make the rich
richer. We as a nation will only survive in peace if we all have equal chances and equal
opportunity. I respectfully ask that you deny this merger, as Banc One is not meeting the
Community Reinvestment Act needs in my neighborhood now. Further distance from local
markets will not serve our neighborhoods. 1 ask your assistance in assuring that these strips of
green paper can continue to be available to my neighborhood in Bloomington, {llinois. Our
neighborhood can survive -- but only with a little help -- and we need banks willing to help.

Please stop this merger until Banc One shows more concern for its area of service.
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8630 Tonowanda
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TFederal Reserve
Chicago Illionois

The reason I have a savings account with Bank One is exactly
because I need to save my money. I am on a fixed incoma,
supporting severasl children, and I must save as much as I can.
However, Bank One charges me ten dollars per month to maintain my
account., The only way the service charge is forgiven is if I
maintain a $1500 balance at all times. If I cannot possibly
afford to Keep this amount, then why must I pay this outrageous
sum of money per month? I am penalized for being poor,

I used to have a checking account with Bank One also, but I found
it impossible to balance my book according to the statements.
Many timas there were mistakes on the statements, but the bank
naver took credit for them. I would have certain amounts drafted
twica instead of once, but nothing was ever done to make the
oorrections to my account. Often times, because amounte were
drafted more than once, or my deposits were not added to my
account when they were gupposed to, my checks would bounce,
Rathar than the gank picking up the charge for their mistake, I =
would have to pay the overdraft fee of $25 per check, I tried
calling several times to speak to someone in a management
gcaition, but either was not be able to speak to the person, or

" left a message, and no one called me back.

Bank One is not concerned about their customers. This is only a
business to them, and they're out for monay. '

S8incerely,

} Bobble Rice .
Pallas Texas ACORN

[y ]



Statement of Dallas ACORN on Banc One's record in Texas

Good morning my name is Rev. Wesley Sims and [ am from Dallas Texas. We
are opposed to the merger of Bank One with First Chicago. I am here to testify
. to Banc Ones poor record of servicing Texas communities, especially low-income
and minority communities and consumers. In general, Banc One under serves
and redlines minority neighborhoods and rejects African Americans and Latinos
at much higher rates than white applicants. Banc One's performance in Dallas
and Houston lags significantly behind the market averages.

1 first will talk about Banc One's lending record. In Dallas, African Americans
were rejected for conventional home purchase loans at Banc One nearly three
times as frequently as white applicants in 1996. This rate is higher than the
~ market average of conventional home lenders re¢jecting African Americans at
twice the rate of white applicants. Even African Americans earning above 120%
of the median income were rejected more than two and a half times as frequently
as whites of similar incomes. In fact, the African Americans were rejected at
rates double that of moderate income white applicants -- 35% and 17%
- respectively.
Dallas Latinos received comparable treatment at the Banc One offices. Latinos
were rejected more than twice as frequently as white applicants for conventional
mortgages in 1996. This rate again is higher then the market average rejection
ratio of 1.78 for all Dallas Ienders. Upper income Latinos were also rejected
twice as frequently as upper income white applicants.

A similar pattern is found in Houston, where African Americans and Latinos are
rejected much more frequently than white applicants. African Americans were
rejected more than three and a half times as frequently as whites in 1996 — up
slightly from the 1995 of just shy of three and a half in 1995. This figure is
more than double the market average of African Americans being rejected more
than one and a half times as frequently as whites. Incredibly, the rejection rates
for upper income African Americans is nearly triple that of moderate income
white applicants -- 29% and 11% respectively.

The picture was no brighter for Houston Latinos. Latinos were rejected nearly
twice as frequently as white applicants in 1996. This figure is also an increase
from the one and a half times Latinos were rejected in comparison to white
applicants in 1995. Again, the ratio is measurably higher than the market
average, where Latinos were rejected 27% more frequently than whites. Upper
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income Latinos were rejected nearly twice as frequently as moderate income
white applicants.

These figures are appalling. If the stories from Dallas consumers are any guide,
these numbers may be understating the problem. Minorities in Texas don't have
a charnce at the Banc One lenders office. Meanwhile, many neighborhoods are in
desperate need of access to credit and new homeowners. 1t is unlikely that they
will find it at Banc One. ACORN has discovered that Banc One is most likely to
lend to the whitest and wealthiest neighborhoods in Houston and Dallas.

In Dallas, 23% of the nearly 400 conventional mortgage loans Banc One made in
1996 went to census tracts where whites made up more than 90% of the
population. Only 11% went to census tracts where minorities made up the
majority of the population. A mere 4% of these originations went to census
tracts below 50% of the area median income. 88% of these low-income tracts
received no loans at all.

In Houston the pattern was, if anything, more troubling. 45% of Banc One's
more than 700 conventional mortgages went to census tracts where whites made
up more than eighty percent of the population. Only 13% of the loans went to
census tracts where minorities made up the majority of the population -~ less
than half of those went to census tracts where minoritics made up more than 75%
of the population. A mere 2% of the conventional mortgagees went to census
tracts where household income was below 50% of the area median. Of the 117
low-income census tracts in the Houston area, 86% received no conventional
mortgages.

Taken together, these two facts show a dual pattern of rejection at Banc One in
Texas, Minority individuals are frequently turned down for loans at Banc One,
more frequently than their white counterparts. Low-income and minority
neighborhoods are likewise unserved by Banc One. The road to home ownership
is an essential tool to build wealth for families and to shore up neighborhoods and
communities. Home owners build equity in their families and in turn their
neighborhoods benefit. With inadequate access to fair credit, these
neighborhoods and families suffer undﬁl f-iBanc One is a contributor to this
unfairness. Pt

ACORN has tried to get commitments from Bank One to turn these problems
around, ACORN met with Bank One with the help of our Congresswoman Eddie
Bernice Johnson. I was at the meeting. I asked weren't they concerned that so



few loans went to African Americans. They kept talking about their other
kl_ending, like credit card lending and personal loans. Well, getting people in debt
is not the same thing as helping people to become homeowners. We need more
homeowners in our neighborhoods. The banker at the meeting also kept talking
about the loans they do with affordable housing groups. That's great. But
ACORN is the group that is concerned about what happens to the ordinary every
day person who walks into the bank. And with Bank One they seem not to make
very many loans to make people homeowners. At the meeting we asked Bank
One to do one of two things. Either make a commitment matching the
commitments in Detroit and Chicago as to how much they would lend to minority
and low and moderate income neighborhoods or tell what program they would
use to do a better job of lending to minorities. They did not make either
commitment. The Federal Reserve should take this opportunity to address this
inadequate record and reject the proposed merger without practlcal and workable
changes in Banc One's operation. Thank you.



Good afternoon, my name is Shirley Vargas. I live in Pleasant Grove, Dallas TX. |
have a bank account at Bank One and I am opposed to the merger because I feel like
the bank discriminates against people who are tying to get loans, even when they

~ are applying for loans that they can afford.
That happened to me, and to several other people whose stories 1 will tell.

Mr, Washington, an African-American, applied for a loan at Bank One about two
years ago. He has lived in his house for 30 years. He had been at the same job for
20 years and it's a good paying union job. He has an account at Bank One. 1In 1996
- he applied for a home improvement loan from Bank One for $5000.00. He didn't
hear anything from them in 2-3 months so he went up there to check it out. They
hadn't even looked at his paperwork. He asked if they could process the
application. It is now 2 years later and he still hasn't heard anything from them at
all. Not even that he was denied.

This story is very disturbing because it is similar to a mortgage discrimination

- settlement Bank One reported at Arizona Republic in 1997. It made a cash
settlement with five families, one of whom speaks off the record. She says her
husband and her applied for a home loan and more than a month later, after they
has lost the contract on their house, Bank One said it had lost their application.
They tried again at Bank One, and this time were told after several weeks that their
application was late, and that they had not filled out all the forms. The couple

applied at a different lender and were approved within one week.

My fiancee and I had a similar experience at Bank One when we applied for a home

loan.

We went to Bank One to apply for a home loan. I had an account there. My
fiancee had been employed by his company since 1991. The company got changed



around and he was changed from a regular employee to a contractual worl;er, but

~ he was «till doing the same work. We went to the bank to apply for a home loan
that was for $65,000. We had $4500.00 cash to put down . The banker told my

~ fiancee that he hadn't been on his job long enough to qualify. They told him he
had to be self employed for 4 years, and he had only been self employed for 2. He
then told me that I didn't make enough money anyway and that we should come
back in 2 years. We were making together about $27,000 a year. We had tax forms
and everything for both of our jobs. The banker did not even run our credit report.
He did not suggest any other program. 1didn't go anywhere else because I thought
that if I banked here and they turned me down, I don't have a chance anywhere else,
[ am glad to speak up today because I now know that what happened was wrong, we
could have gotten that house if only we were treated fairly. We still rent, but we

still have a dream to buy our own home.

Another man, William. applied for 4 bill consolidation loan in May of 1996. At that
time he had 3 or 4 accounts at the bank with $10-11,000 total in theim. He also had
several loans prior to that, and had paid those loans off early. He wanted a
consolidation loan mostly Ifor credit cards. He needed $10-11,000. About half of that
amount was on Bank One credit cards. The bank said that they could not do the
loan. A few weeks after ,that Bank One sent him a "check” for $2500 at 23.49%
Interest rate. It was one of those checks where if a person cashes it turns info a loan.
He then went back to the bank and checked on the "regular” interest rate which was
-around 8.5%. He asked someone at the bank why they would send him this "check”
- when they wouldn't give him a loan, but they had no answer. Shortly after this he
closed his accounts with the bank.

ACORN is very concerned about these cases for several reasons. By creating a hassle
for the customer who wants a loan, Bank One may be prescreening some applicants
away. If the application is never taken, it does not show up on HMDA reports.

This undercounts the number of applicants from minorities, but more importantly,
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rejection rates and ratios for minorities. -

it may signal a prescreening of applicants it plans to reject, artificially lowering its

Thank you for your time.
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Good afternoon my name is Bobbie Rice. I am from a low and moderate income
area in Dallas Texas. I am against the Bank One merger because of my experiences
with Bank One, and because of the stories that [ have heard from others about their
treatment by the Bank. .

Bank One is not a bank that does a very good job at servicing people in my
community. Some people in my community have a difficult time understanding
the complex banking fee structures and no one takes the time to explain the fees to

them until it is to Jate or they are rude, insensitive, and in some cases racist.

For instance a man named Ogan Defreeze.

Mr. Defreeze is an African American senior citizen living on a fixed income of
about $500.00 a month. He has been a Bank One customer for many years. He even
banked at the same bank before it got a name change to Bank One. He always went
in to use the teller because that is what he had always done. The only problem was
that Bank One decided to start charging people $2.00 to use a teller. $2.00 may not
sound like a lot to you, but we do not have much room in our budgets to waste
money. Mr, Defreeze wrote checks to pay bills on money he thought he had, but
because of the fees, he bounced checks and had to pay bounced check fees. He
estimates that Bank One took almost $200.00 from him in bounced check fees before
someone explained about the teller fee. $200.00 is nearly half of his monthly
income. Bank One also lost a $10.00 deposit, then found it, and still refused to

‘ _refund a bounced check fee that occurred due to their mistake.

I have had a similar experience.

I have a savings account at Bank One. The reason I have a savings account is exactly

because I need to save my money. 1 am on a fixed income, supporting-several- /77 7
(-Ran 4 children, and I must save as much as I can. However, Bank One charges me ten
- dollars per month to maintain my account. The only way the service charge is

- forgiven is if I maintain a $1500 balance at all times. If I cannot possibly afford to

[ BEe=



keep this amount, then why must I pay this outrageous sum of money per month?
fam penalized for being poor.

1 used to have a checking account with Bank One also, but I found it impossible to

~ balance my book according to the statements. Many times there Were mistakes on
the statements, but the bank never took credit for them. I would have certain
amounts drafted twice instead of once, but nothing was ever done to make the
corrections to my account, Often times, because amounts were drafted more than

~ once, or my deposits were not added to my account when they were sup?ééed to, my
checks would bounce. Rather than the bank picking up the charge for their mistake,
I would have to pay the overdraft fee of $25 per chf_c:k. I tried calling several times to
- speak to someone in a management position, but B&#Er was not & able to speak to
the persoxmft a message, and no one called me back.

The Soria family had similar problems with Bank One and their account. They are a
- Mexican American couple who were slightly overdrawn on their checking account
in December. of 1995. They took a Treasury check to deposit and withdraw three

~ hundred dollars for Christmas shopping - paying off their account and accessing
their money. The teller refused to cash any portion of the check, called the Sorias
"dirt bag Mexicans," and closed their account. Mrs. Soria called a regional manager
to resolve the matter who informed them the teller had acted improperly and

bpened a new account for the couple and cashed their check.

Unfortunately, the bank was still drawing from their closed account. The Sorias

- were not informed of this until Bank One froze their new account without telling
them why. Bank One charged the Sorias ten dollars to look through their records
where the couple found a two hundred dollar overdraft on the account the rude
teller closed. The Sorias never asked to have their first account closed, nor did they
receive any notice from Bank One about the overdrafts on the first account. Three
months later their account is still frozen and Bank One wants them to close their

accounts and change banks. In the words of Mrs. Cynthia Soria "We believe they

[ B8



. We have heard many stories of people who have had band experiences with Bank
One and we have 6nly been collecting sfories for about 3 weeks. 8 out every 10
people that we talk to has something bad to say about the way Bank Oné has treated
them. We need a bank in our community that knows how to deal with low
income people and their unique needs. Everyone needs banks, we need a place to
store our money and we need an efficient way to pay our bills, we need credit and
money in our neighborhoods. Bank One needs a partner that can help them
develop programs so that they can start doing a better job. The Federal Reserve

needs to consider denying this merger due to my bad experiences with the Bank and

the 100's of other of people like me that I represent, _ /é@ )ﬁfb

e
Thank you, | 76 y :«[—: w7 W a/\[[ . W%
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Testlmony of Rebecca Adamson
' : President . \—.31
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Board of Governors’ e R

* Federal Reserve System - S
Federal Reserve Bank of Ch1cago . S
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' Governors andMembers oftheFederaIReserveSystem. i B .

Greetmgs My narme is J eny Reynolds I Wﬂl be dehvenng the remarks of Rebecca A
. Adamson, President of First Nations Development Institute, a Nattve Américan | economw R
developinent orgamzatlon of 18 years’ standing headquartered in Fredencksburg, Va. Ms
Adamson could ot be here today, but from our Informatlon Services, departmentl momtor L
Community Reinvestinent Act issues as they pertain to Indian Country I am a boardmember of
the National Comnmnrty Remvestment Coahtlon L ST

-1 spoke witha consultant to a tn'bal council some weeks ago In the nndst of our i

3.

conversation, he made the ejtatement, “'I‘he tn'be I.S 1solatod It S 8, 200-mi1e round tn'p.for -~
necessmes like cas]:L” o IR D s

More than three-quarters of one nnlhon Natwe Amencans ‘and 9Ytn e

nnarlret area that would be created in the proposed acqmsrtton of Fn'st Clncago Gorp by A o

" Banc One Corp, Many of them are as remote as the fribe with a 200-inile round tnp ,jo themearest
- banking services, and some more so. Sadly, a First Nations Development Institiite Sy,
(attached) of Native:Americin banking needs yvtthm the merged Entity’s market firg :
much less remote tribes —tribes. w:thm a 20- to 40-mile range of Banchne b’ranches
’regula:ly neglectedhyBanc One - L _f.‘,_ S

My pomt is that gcography isd major hurdle to the prowswn of baﬂ]gﬁ'g ah &t TER

| _\semces to Native Amencans ‘The proposed merger, if approved, would provtde the ﬁew entlty » .
with the resources to get over this geographic hurdle. ‘With these resotrces, the bank shotild be - .

able to absorb the development costs of products end services that would cnable_tt to surmount -

some of the geographic challenges to lendmg in Indxan Country R L

, Given that Banc One s record of services to Native Amencan commnmtleé accordmg to
our survey findings, is characterized by a concentration on the cream of the crop—on ‘those.
Native comnnmtnes whose more evolved econonnes translate to lower nsk for banﬁng actmtles
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- the board’s approval of the merger should be coutmgent upon substanttal nnprovements in
- BancOne’s outreach and delivery of services to Native comnmnities, including urban Nativé - -

" populations who starve for credit in cities with an abundance of Banc One branches. Agam, the
. augmented resources of the merged entrty should provrde the mcentrve for busmess mrtratlves

Further, the new Banc One should be requu‘ed to develop p]aus forNatrve-Spectﬁc loan

", -products in coordination with a diversity of Native American groups, an approach recommended

| . toward other comnmnity groups by First Chicago Charrman Verne G. Istock. This would .
contribute in future to sidetracking such avoidable debacles as Banc Ong’s disastrous and ha]f-
hearted experiment with mobile unit banks.’ When the initiative first began to bring credibihty

Banc One’s way through newspaper articles and conference presentatlons First Nations Was f' .4 e

"' reluctant to.criticize a financial institution that was at least trying tomake credit available in
 Indian Country. Still, we had strong doubts about an initiative that amounted to little more than
~ rolling out 20" Century technology (the automobile) to serve 19 Century needs(personal and
consumer loans). 'Now that Banc One, having reaped a-windfall of publicity but no profit, has

. garaged this antiquated road show and left Indian Country to overcome its ‘failure, we can assert -
. -with certainty that sustained collaboration with a diversity of Native groups has been the rmssmg

mgredlent in Banc One’s limited approaches to Indian Country. For starters, mobile units in the

21%-Century must be: fully operational banks,’ securrtrzed through satelhte communications. , - o

. techniology; no one will have to “ride shotgun.” In the event the merger is approved, we trust the
“Federal Reserve to urge the updated approach to mobile umt bankmg on Ba.nc One § attentron

First Natlons wtshes to close W1th an ackuowledgment of the outstandmg lendmg and

_services Banc ‘One provrdes in more than a dozen Native communitjes, the srgmﬁcant mvestmentsf § B

Banc One has made in several Natrve Amencan orgamzanons, and still other’ mvestments that are
- under consideration. Banc One’s greatly apprecrated recent grant to North American Natrve & i
R Bankers AsSociation, in support ‘of 1 starting a venture caprtal company that would assist Ind1au

" . tribes and Natu(e people in-acquiring or creatnig loca]]y owned and managed financial mstttutlons, ;

s mnovative and praiseworthy. In addrtlon, Frrst Nations recently hosted Ba}lc One executﬁ'es on’.
site v1s1ts to underserved Native eommumtles in Wisconsin. Banc One contmues tobea hank‘that

o ‘tnes to make credit available in Indian Country In partlcular its CD-secured lendmg at Gila_Rn}é £ L
- - Indian Commumty and Caimp Verde Yavapii Apache Nation in Arizona; as well as its. intermall "
. appointnent of a team to'familiarize Banc Otie Mortgage Corporation with thé’ HUD Séction 184

Loy . - - - S, {,:

o loan guaranty-progranﬁ,\‘show a ﬁeru'hilityf andcousideration worthy of themergedentxty

Such comm:tmeuts are conmdera'ble in. themselves Dot to be rmmrmzed But on th1s L

. “momentous’ occasu)n, First Natlons can affirm the proposed merger only on the understandmg

. that all of Banc Oné’s efforts in Indian Country to date amount to a modest ‘beginning. We call
" “upon bank regulators to ride herd on their. post-merger follow-through, and upon Banc One to -
] estabhsh a col]aborattye task force on Natrve Amemcan lendmg and semces, as other mergmg o

 entities have done

e

" That concludes our oral comments, I will be glad to answer questlons Ftrst Natrons
written testlmony is submitted for the pubhc record. Thank you for your consrderatton. !
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Submitted to the Federal Reserve Board
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Good afternoon my name is Betty Wilkins and I'd like to first off thank you
for the opportunity to testify today on Banc One’s record in Colorado. I
am the Board President of Colorado ACORN, an organization of over
1300 low and moderate income families who are working to increase
community reinvestment, create jobs and improve city services in our
community. The members of Colorado ACORN urge the Federal Reserve
Board not to allow this merger because Banc One is not making loans to

low and moderate income minority people in Denver.

I live at 3355 Jackson St. in Denver, Colorado. The neighborhood I live in
is mostly African-American and Latino. Its a neighborhood of working
people. Some of them work two and three jobs just to make ends meet.
Just a few blocks from my house is a Banc One bank branch. Yes when it
opened I was happy, people in my community could open accounts close to
home, to cash their pay checks they had been working so hard all week to
earn. Every Friday and Saturday I see lines of people from my community
waiting to put their money in the Bank, to try to save a few pennies. We
put our money in Banc One, but what is our community getting in return—

NOTHING.



Some people in my community are already homeowners, but a lot of
people are renters also. Rents in Denver have steadily been going up. I
know families paying, $600, $700 even $800 and up for rent. Many of them
want to own a home. Those of you here who are homeowners know that
if you increase home ownership you rebuild communities. That's what we
need in Denver. But while our money is green enough for Banc One to
take as we deposit it in our savings and checking accounts, they then take
that money and where do they putit? In 1996 in Denver more than 40% of
Banc One’s mortgages were made to neighborhoods where more than 90%
of the residents are white. An additional 40% of the banks loans went to
neighborhoods where whites make up between 70% and 90% of the
population. 84.1 % of Banc One’s applications were taken from whites. I
think about those people in my neighborhoods making deposits every
week, so these loans can go to the wealthiest, whitest neighborhoods.
Correct me if I'm wrong, but I don’t think that’s what community

reinvestment is supposed to be about.

Let me tell you exactly what Banc One gave back to my neighborhood in
the form of mortgages. In 1996 Banc One took no application for
mortgages from African-Americans or Latinos in the city of Denver, and
we all know if you don’t take applications you aren’t going to make loans.
I find it hard to believe that out of all the minorities banking at Banc One in
our community, not to mention the fact that our city is 23% Latino and
12.8% African-American that not one Latino or African-American tried to
apply to get a mortgage in 1996. Just 2% of its mortgages that year were
made to neighborhoods where over half the population in is non-white.

Since that didn’t make any loans to Latinos of African-Americans that



year, we know the 2% of loans that did go to our neighborhoods didn’t go
tous. 1995 wasn’t much better 4 applications were taken from African-
Americans and 2 were taken from Latinos. Maybe Banc One has found a
way to discourage African-Americans and Latinos from applying for
mortgages. I have a few stories from several! of our members that show

that’s exactly what Banc One been doing.

One of our members, Betty Forttenberry, who is African-American, heard
an advertisement on the radio that said she could get approved over the
phone for a mortgage. She proceeded to call the number and was
switched over to three different people and in holding for what would
have been a transfer to a fourth person she was disconnected. In calling
back she was transferred to two different people and then finally spoke
with a person who acted like she knew what she was talking about. The
woman asked her a few questions which included name address and zip
code, her annual and monthly incomes. The woman proceeded to tell her
she would have to have $10,000 of her own money saved to proceed with
an application. It seems to me that Banc One basically told her, she need

not apply. Ms. Fortennberry currently pays $800 a month in rent.

Sandra Newell who is African-American another of one our members saw
an ad on TV about being able to be approved in 24 hours over the phone for
a home improvement loan. She called and gave them the information they
asked for. It took 72 hours for her to hear back and she was told she was
being denied because of problems on her credit report. About a month later

Ms. Newell was approved for the same loan from her credit union.



Another Latino member of our organization who at this time does not wish
to disclose her name recently came in to the ACORN Housing Corporation
program to work on becoming a first time home buyer. She told the loan
counselor from ACORN Housing Corporation thatshe had both her
savings and checking accounts at Banc One. She had gone in to her Banc
One Branch to apply for a mortgage. She was told she shouldn’t apply for
a loan because she had problems on her credit report that would disqualify
her. She followed up by contacting the credit bureau. They stated that
there was nothing to their knowledge that should keep her from applying
for a loan. When her credit report was pulled at ACORN Housing
Corporation the only item showing on her report was a small charge of
$5.00 from Banc One. I guess it was really the color of her skin that caused
that Banc One representative to refuse to take her loan application. I
thought it was illegal to refuse to take a loan application from someone on

the basis of race, not at Banc One in Denver.

Several of our members met with a representative of Banc One on July
14th, after they had canceled scheduled meetings we’d had with them since
May. Our sister organization ACORN Housing Corporation has
developed successful lending agreements with other banks which have
relaxed underwriting standards and lowered downpayments. Through
these partnerships hundreds of low and moderate income families have
become first time homebuyers. We confronted Banc One on their record of
taking no applications for mortgages from Latinos or African-Americans
in 1996 and asked if they’d be interested in such a partnership. They told us
they’d have to consult their national. We later received a letter stating

that they don’t doing lending partnerships. It seems like they need to be



doing something differently, but I guess they think they can keep getting
bigger and making more money by continuing to refuse to lend to

minorities.

The Federal Reserve Board has an opportunity with this Bank merger.
They can allow a Bank which has completely ignored the minority and low
and moderate income communities of Denver and the other cities in which
they operate to continue their racist practices, or they can deny Banc One’s
merger application and send a clear message to Banc One and the rest of
the banking industry that you have to serve people of all colors and income
levels. That means making loans, not just taking money. I urge you to

deny this merger application and thank you for the opportunity to testify.
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Banc One Findings

Affected States, Tribes and Native Population

In the case of Banc One and First Chicago NBD, the merged entity will cut across 14 states,
affecting 79 tribes and a Native population of more than §50,000; 615,000 of which live in major
urban Indian centers.

A Modified Survey

Banc One CRA officer Ernestine Jackson identified a group of 15 tribes --out of a possible 79
tribes that reside within Banc One states-~ that have or had some relationship with Banc One.
The 15 select tribes include: 13 tribes in Arizona, one tribe in Colorado and one tribe in
Wisconsin.

Given that Banc One admittedly does not have a relationship with any of the other 64 tribes in the
remaining 11 states in which they have a banking presence, this group of 15 was selected as the
targeted sample in a First Nations query on banking issues and financial service needs among
Native communities. A brief questionnaire was utilized in an informal telephone survey to extract
information about the tribe or organization and their financial service and banking needs and also
to determine the extent to which groups had experience with Banc One. Of the 15 tribes, First
Nations collected responses from 14 tribes; 12 from Arizona, one from Colorado and one from
Wisconsin. (The remaining tribal representatives were unreachable or inaccessible at the time.)
The 14 tribes discussed a variety of banking needs and financial service issues within their
communities and expressed varying degrees of satisfaction with the Banc One relationship.

The Needs

The most commonly expressed need among respondents related to the need for educational
financial service programs that would inform tribal members about banks’ offerings. The needs
expressed ranged from personal money management and personal finance to tribal cash
management services and investment education programs to home buying and long range saving
and credit building programs. The second most commonly expressed need in the target
communities centered on microloans for small business development. The third most commonly
expressed need was for lending programs for housing construction and improvements, (It is
interesting to note that of the 15 tribes that Banc One has selected to develop a relationship with,
10 of the 14 surveyed could be characterized as a “more developed tribe” since those tribal
representatives expressed the tribe’s capacity to provide many services including financing for
home loans and improvements, small business development/microlending, and education and
training programs. Three of the 14 tribes surveyed could be characterized as “developing tribes”
since they indicated a growing capacity within the tribe to establish programs, seek and obtain
investments for lending and economic development projects and education programs. One of the
14 tribes might be characterized as “not as developed” given that they were still wrestling with
laying the framework for an efficient tribal infrastructure and had expressed the need for every
kind of financial service and banking need possible.)

Level of Satisfaction :
Of the 14 surveyed tribes, four respondents stated that they were satisfied with Banc One’s



services, but of those, one tribal representative indicated that they were currently shopping around
for a bank that would provide more complete services for their community members.

Alida Thomas, Gila River Tribe, Arizona

“They (Banc One) had a branch right here that provided services to the community. They moved
out and never told us and everyone was upset. We stayed with Banc One because we already had
accounts intact, but we are now shopping around for a bank that provides more full services to
our community.”

Kathy Hughes, Oneida Tribe, Oneida, Wisconsin

“We are still considering establishing our own bank because no bank has gotten close to meeting
the needs of our community members or providing full services for our community. We don’t
have the numbers to prove it, but it seems like our tribal members go through a more stringent
loan approval process. Some people have the credit history and collateral and still can’t get
loans.”

One tribe, the Southern Ute of Colorado, indicated that they had just switched from Norwest to
Banc One and that it was too soon to tell how the relationship and services might work out for
the tribe.

Three tribes stated that they were “relatively satisfied” with Banc One, but two of the three were
no longer with Banc One because Banc One had moved out of their communities and sold their
branches to Community First Bank, The two tribes expressed a high level of satisfaction with
Community First Bank. The third tribal representative indicated that they, the Salt River Pima
Maricopa Tribe, are an exception to most cases since they have a good relationship with all of the
major banks in the area.

Dick Mathis, Salt River Pima Maricopa, Arizona

“Salt River is fortunate. We’re probably one of the tribes that has all of the services we want and
need. We’ve gotten loans and investments from banks to establish significant enterprises. We're
the exceptions. If we weren’t as successful as we are, we wouldn’t be treated as well as we are.
We have a very unique situation that is far different than the many other tribes out there and
we’ve taken advantage of our location and market. They (banks) treat us like a business, but
that’s not true of all tribes.”

Four tribes indicated that they had limited experience with Banc One. Three of those tribes
indicated that the experience was not a satisfactory one, given the level of services offered,
prompting their move to another bank. The fourth of those tribes expressing limited experience
with Banc One, was the Navajo Nation.

Marty Ashley, Navajo Nation, Window Rock, Arizona

“Banc One doesn’t have a presence in Navajo. One of the greatest banking needs in our
community is for general banking services other than the limited number (of banks) where they
currently exist. We need a greater presence in the community and a commitment to maintaining
that presence and providing services.”



Two other tribes, the Pascua Yaqui Tribe and the Ak-Chin Community, stated that Banc One had
been their primary bank, but they were not satisfied with the level and quality of service and had
switched to another bank.

Marty Wyas, Ak-Chin Indian Council, Maricopa, Arizona

“Banc One does very little outside of holding our money. They failed to give us an indication of
what services they might offer to our community members. We asked them and they still have not
told us. They take our deposits, but they don’t like taking our calls because our deposits are so
large and time consuming, We keep coming up against all kinds of outrageous charges. We are
in the process of moving our accounts to a smaller community bank and out of Banc One. A bank
that will provide the services without all the hassle and fees.”

Willard Seskastewa, Hopi, Arizona

“We lack banking services for the Hopi. There has not been a very extensive relationship with
Banc One. At one time they brought in a mobile banking unit for loan applications. They did do
some consumer and personal loans but not small business loans. And then they moved out.
They've got to be more willing to work with the tribe and private entrepreneurs to help develop
businesses and for expansion. There is lots of room for opportunity.”

Tribes Outside of the Targeted Group

First Nations did contact additional tribes and Native non-profit organizations to gauge the
community banking needs outside of Banc One’s target group. We collected 53 responses from
groups in the following states: Arizona, Colorado, Louisiana, Michigan, Oklahoma, Texas, and
Wisconsin, The largest number of responses came from Arizona (22) and Oklahoma (18) groups.
A review of the responses found that the most widely expressed need was for low to middle
income housing loans. Second in line among the most commonly expressed needs was for
educational programs. In particular, respondents named the need for programs that would
provide information on how to repair credit; on personal finance; and programs to educate tribal
members on securities and investments. The third most commonly identified need was for loans
for business and economic development. This was a need expressed on the tribal level and for
individual entrepreneurs within a community.

Banc One Branches in Arizona, Oklahoma, Utah and Wisconsin & Zip Code Proximity:
Proximity to Tribes

Banc One has stated that they have not reached out to more tribes or Native groups that are
found within the states in which they have a presence since those tribes and groups are out of their
service areas. We closely examined four states, with the most significant numbers of tribes and/or
largest Native population, to determine the proximity of tribes to branches and to obtain a more
accurate picture of the bank’s market reach to tribes and Native groups. In the four states of
Arizona, Oklahoma, Utah and Wisconsin, there are a total of 70 tribes. A total of 17 tribes were
found to be “in proximity” to Banc One branches. An additional 14 tribes were found to be
within a 25 to 40 mile range of a Banc One branch.

In the case of Arizona, 11 out of 20 tribes were found to be “in proximity” to Banc One branches.
We have defined “in proximity” to mean within a 20 mile radius of a branch as indicated by zip



code location. Four tribes’ zip codes were exact matches with Banc One branch zip codes, and
another four tribes had zip code associations with Banc One branches. A zip code association, as
defined by the U.S. Postal Service is when two mailing addresses share the same zip code district
by virtue of residing in the same city, town or village. Three tribes were found to be “in
proximity” only, with neither a zip code match or association, but within a 20 mile radius of a
Banc One branch. An additional two tribes in Arizona were found to be within a 25 to 40 mile
radius of a Banc One branch.

In the case of Oklahoma, five out of 35 tribes were “in proximity” to Banc One branches, or
within a 20 mile radius of a branch. No tribes exactly matched branch listing zip codes and no
tribes had a zip code association with a branch zip code. However, 11 additional tribes were
found to be within a 25 to 40 mile range of a Banc One branch. It should also be noted that
Oklahoma has the largest Native population of any state in the country. Further, Oklahoma City
and Tulsa are ranked second and fourth, respectively, among the most populous urban Indian
centers in the United States. Banc One is the largest bank in Oklahoma City and one of the top
three banking companies in the state. Banc One has stated that it has neglected tribes in Oklahoma
because, despite the fact that it is home to more than a quarter of a million Native people, it
claims only one reservation.

In the case of Utah, where four tribes reside, no tribes were found to be “in proximity” to a Banc
One branch, as we have defined the phrase. The Skull Valley reservation community however, is
within a 25 mile range to a Banc One branch in West Jordan, Utah.

In the case of Wisconsin, one out of 11 tribes was found to be “in proximity” to a Banc One
branch. The Oneida Tribe, which Banc One has established a relationship with, is located within
five miles of six Banc One branches.

Proximity to Native NonProfit Organizations and Groups

In the four state area, a total of 285 Native nonprofit organizations or groups exist. In the
research to establish Banc One branch zip code proximity, we found that a total of 155
organizations, or 54 percent of the total are within proximity to a Banc One branch.

In the state of Arizona, a total of 70 out of 131 Native organizations were found to be “in
proximity” of a Banc One branch. A total of 37 Native groups are an exact zip code match with
Banc One branch zip code listings. An additional 23 organizations have a zip code association
with a Banc One branch, meaning they exist within the same zip code zone or city or town. Ten
more groups were found to be “in proximity” or within a 20 mile radius of a bank branch. Two
more Native groups were found to be within a 25 to 40 mile range of a Banc One branch.

In the state of Oklahoma, a total of 34 out of a possible 80 Native organizations were found to be
“in proximity” of a Banc One branch. A total of 14 Native groups are direct zip code matches
with Banc One branch zip code listings. An additional 19 organizations have a zip code
association with a Banc One branch. One other group was found to be “in proximity” or within a
20 mile radius of a bank branch. Twenty-three additional Native groups in Oklahoma were found
to be within a 25 to 40 mile range of a Banc One branch.
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In the state of Utah, a total of seven out of 11 Native organizations were found to be “in
proximity” of a Banc One branch. A total of five Native groups are exact zip code matches with
Banc One branch zip code listings. One organization has a zip code association with a Banc One
branch, meaning they exist within the same zip code district. And, one more group was found to
be “in proximity” or within a 20 mile radius of a bank branch. In Utah, no Native groups were
found to be within the 25 to 40 mile range category.

In the state of Wisconsin, a total of 44 out of 63 possible Native organizations were found to be
“in proximity” of a Banc One branch. A total of 20 Native groups were found to be an exact zip
code match with Banc One branch zip code listings. An additional 14 organizations were found
to have a zip code association with a Banc One branch. Ten more groups were found to be “in
proximity” or within a 20 mile radius of a bank branch. Finally, one more Native group in
Wisconsin was found to be within a 25 to 40 mile range of a Banc One branch.

Conclusions

What is clear in assessing the 15 select tribes that Banc One indicated having a relationship with,
is that 14 of the 15 tribes have more evolved tribal economies on the scale of tribal economic
development, with a tribal infrastructure in place that contributes to the communities’ capacity to
grow and provide services for its own community members. Identifying the cream of the crop
among tribes within Banc One’s service area is a smart way to do business, however, given the
growing success and development in these communities, making loans and investments in such
select communities equates to a low risk and opportunistic investment and lending strategy that
ignores the needs of other Native communities that have a greater need for loans and investments
that would spur economic development. Banc One has had varying degrees of success with the
limited number of tribes it has had relationships with. In the end, what can be argued, without
dispute, is that Banc One has not conducted the degree of gutreach to tribes in the states in which
it has a presence, and has not effectively penetrated the Native communities, both reservation and
rural communities and urban Indian centers where a substantial opportunity exists to do business.
In the state of Wisconsin, where Banc One has had a 10 year presence, the bank has only
established a relationship with one tribe, the Oneida. Oklahoma alone represents a tremendous
unrealized and virtually unexplored market potential.

It should be noted that Banc One has also established a relationship with the Intertribal Council of
Arizona. Executive Director John Lewis gave what may be the best description of Banc One’s
efforts in Indian Country.

John Lewis, Intertribal Council of Arizona, Phoenix, Arizona

“They (Banc One) seem to work with tribes and are open to working with tribes, but there’s more
to do. The banks are sitting up and wanting to work with tribes and we have to make note of the
progress, but they should be much further along. There are many changes taking place in the
banking industry and it doesn’t seem to be letting up. It’s true, there has been movement, but it
has been slow. All of the banks, not just Banc One are in the first phase of a five phase process in
working with tribes. The main point is that there is much more room for progress. And, we’ve
got to separate out the commercial lending interests from the housing and small business and
community lending needs. The community lending needs to be expanded.”
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Banc One: Surveyed Tribes

Ak-Chin Indian Community, Maricopa, Arizona

Colorado River Tribe, Parker, Arizona

Gila River Indian Community, Sacaton, Arizona

Hopi Tribe, Kykotsmovi, Arizona

Mohave Apache Community, Ft. McDowell, Arizona
Navajo Nation, Window Rock, Arizona

Pascua Yaqui Tribe, Tucson, Arizona

Salt River Pima-Mancopa Indian Community, Scottsdale, Arizona
San Carlos Tribe, San Carlos, Arizona

White Mountain Apache Tribe, Whiteriver, Arizona
Yavapai, Prescott Board of Directors, Prescott, Arizona
Yavapai Apache Community Council, Camp Verde, Arizona
Southern Ute Tribe, Ignacio, Colorado

Oneida Tribe, Oneida Wisconsin
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TABLE A:

Major Metropolitan Areas with Significant Native Populations

Metropolitan Area Native Population Ranking

Banc One Region

Phoenix, AZ 38,017 6
Tucson, AZ 20,330 9
Chicago, IL 15,758 15
Denver, CO 13,884 17
Oklahoma City, OK 45,720 4
Tulsa, OK 48,196 2
Dallas, TX 18,972 11
Houston, TX 11,029 21
Salt Lake City, UT 8,337 ] 25
Milwaukee, W1 8,552 23
TOTALS: 228,795

First Chicago, NBD region

Chicago, IL 15,758 15
Milwaukee, W1 8,552 23
TOTALS: 24,310

COMBINED URBAN TOTALS: 228,795 (Chicago & Milwaukee taken into account
in Banc One urban totals)
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TABLE C:

Native Populations by State: Banc One geographic area

L.

State Native Population Percent of Total State Pop.
Arizona 203,527 : 5.6%
Colorado 27,776 8%
[llinois 21,836 2%
Indiana 12,720 2%
Kentucky 5,769 2%
Louisiana 18,541 4%
Ohio 20,358 2%
Oklahoma 252,420 8.0%
Texas 65,877 4%
Utah 24,283 1.4%
West Virginia 2,458 1%
Wisconsin 39,387 8%

Total Banc One States

Native population= 694,952

(First Chigago States

Native Population= 165,916

TOTALS= 786,841 (this figure takes into account the 3 state overlap)

Native Population in combined 14 merger affected states



Table E:

FOURTEEN MERGER AFFECTED STATES:
RESERVATION POPULATION AND NUMBER OF TRIBES

STATES
ARIZONA
COLORADO
FLORIDA
ILLINOIS
INDIANA
KENTUCKY
LOUISIANA
MICHIGAN
OHIO
OKLAHOMA
TEXAS
UTAH

WEST VIRGINIA

WISCONSIN

TOTALS:

REZ POPULATION

198,145
2,308
1,424

0

0

0
261

3,760

6,161
688
3,005
0

12,483

228,235

NUMBER OF TRIBES

20

10

35

11

91 Tribes
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Introduction ' :

A In cooperatron with the Natlonal Amerlcan Indlan Housmg Councﬂ, Natlonal Congress of

- American Indians, Native American Rights Fund, ONABEN - A Native American Business and
Entrepreneurial Network, North American Native Bankers Association, and the Tunica-Biloxi

 Indians of Louisiana, First Nations Development Institate offers the present testimony as timely
comment conditionally approving the proposed merger of Banc One Corp and its subsidiaries and .
First Chicago NBD Corp and its subs:dxanes B o

: Bank:mg and financial relatlonshlps are of the first u:nportance to Indian Country
Geographical remoteness and lack of access to credit and financial services have excluded Native
- Americans from mainstream financial channels in the past, We have seen distinct improvements in
recent years, and we bope to see the merger partoers pamczpate in perfectmg the dthery of
7 ﬁnancml services to Indlan people , .

, 'I'he1r parhc:patlon cannot be assumed however Fu*st Chrcago NBD’s expenence mn
Indian Country is necessarily minimal, given the limited number of Native Amencans in the states
it serves. Banc-One has done more Native American lending, given its presence in states that '
domicile 91 tribes; yet a First Nations survey (attached) found that before the merger '

-announcement it had developed re]at10nsh1ps with only 15 tribes and few Native people or .
organizations. In assessing the 15 tribés that Banc One mdrcated having a relationship with, we - - -

. found that 14 of the 15 have-more evolved tribal economies on the scale of tribal economic .. .

~ development, with a'tribal mfrastructure in place that contributes to the comtrmmtles capacity to :' :
grow and provide services for its own community members And even here; in addltlon to '

-favorable testlmomalls we found consrderable dlssatlsfactlon with Banc One serv1ces

Idennfymg the cream of the crop among tribes w1thm Banc One s service areas is a safe.
way to do business. But it overlooks the convenience and needs of other Natwe communities that
also offer opportumtaes for investment, lending, and serv1ces ' )

. :

Banc One has not conducted the degree of outreach or demonstrated the commrtment to

estabhsh a stable footing for ‘banking services in these communities. First Nations understands that

Banc One may cite business reasons for thJs past overs1ght but our point here today is to -
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| emphasme that the augmented resources of the merged entity’ will enable the new Bano One to e l‘ S

absorb development costs it could not have before as the price of doing business it would not -
have before. As a condition of this merger, First Nations suggests that overlooked Native
communities in proximity to Banc One branches ‘should be among the beneﬁmanes of these

developmentefforts L . e o e

N 'Background

~ Several of the issues in Natrve Amencan access to credlt and ﬁnancral services are the
same as for low-income people anywhere —unconventional credit records, lack of capltal, lack of -
familiarity with banking practices and expectations and the resultant distrust of banking . -.
institutions, and a discomfort with the lack of people like them in bank settings. Many of the .
| strategles in use to address these issues elsewhere would be effective i in Ind1an Country.

Other hmdranoes to credit and financial services are umque to Indlan Country'

* The geographlcal remoteness of many reservations means that bankmg relatlonshrps _
there may never have a chance to develop as personal and cultural familiarity is difficult to
establish, Overcoming geography is critical to developing the Natlve Amencan credit market T

* The remoteness of Indian Country from mamstream banlcmg has translated to a sharply
reduced level of economic activity on many reservations, which in turn has curtailed the
development of financial infrastructure such as Uniform Commercial Codes. Economic
development is on the i mcrease, ‘however, and the establishment of UCCs and other financial
infrastructure is key to moving this deveIopment activity to the next level of community-wide

. prosperity. One model UCC for tribes is in development and another is ready for enactment; some

"~ tribes have adopted UCCs specific to their circumstances; others have adapted state codes. The
" Federal Reserve Bank of San Francisco is- currently poised to address the UCC issue through task
force initiatives commg out of its “Sovereign Lendmg Workshop series. . :

—_—

, .

* The trust status of tn'bal land. Trust status, which means the federal government holds
the land in trust for tribes, is an asset to the tribe as a whole but may stand in the way of home
ownership or other individual property dlsposrtlon because it is not alienable and so cannot -be
attached as collateral. Models of mortgage lending on trust land are in place their'common -

. feature being tribal first right of refusal on foreclosed propertics based on the high number of
Native Americans it need of housmg Extendirig these models to establish secondary markets for
. Native American housing is an achievable goal of the next 10 years. The need for housing in
Indian Country cannot be overstated: 40 percent of housmg in tribal areas is substandard, 21

percent of these homes are overcrowded, and 16, 5 perceut lack complete plumbmg, aecordmg to

. the Natronal American Indlan Housmg Councﬂ.

* Tribal sovereignty gives tribal courts Jul‘lSdlCthD over reservatron—based busmess .
transactions. The unfamiliar legal system means that bank executives must devote good will and "
resources to bringing Indian Country within the same ‘comfort zone’ loan officers enjoy in off-
reservation transactions, The uptick in banking activity on reservations in recent years has

P “‘ )
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_ demonstrated beyond doubt that this comfort zone’ exrsts for banks that comn:nt to ﬁndmg it.. A _

: * Natxve Amencan culture though by no means lmpenetrable is dtstmct frommamstream
- American culture i in many respects. This raises perceptual barriers as well as practical ones. For.;
_example, Native. American tribal councils by and large refuse to allow at-will car repossession for .
reasons derived from the ‘cultural context of reservations, raising a practical bamer for banks in ’_._.} s «; o t_i\%,,-'i-f_
_ some cases. The perceptua! barrier for some bankers is a stereotypical assumption that the lack of - ¢ o ad
at-will provisions simply encourages deadbeats to nin a car into the ground while creditors take -”}1, : RN
the time to comply with less expeditious tribal court processes. But in recent years practice has . e
proved it to be far more often the case that informal tribal processes. lead to the payments bemg
' made or the car berng repossessed wrthout incident. - . , :

Recommendatxons :

First Nations offers specific recommendations for the merged entrty.to act on, as follows‘_ .

In all cases, our recommendatlons fall under the category of actwmes the bank should be engaged _
" % Make a formal commitment to Indian Country and urban Natlve communtttes to build on - | | _
and strengthen work begun by Banc One Arizona. ~ * - . o o o SR

* Establish a collaboratwe task force for outreach product oﬂ'enngs and lendmg _
‘ agreements to Natrve communities and nerghborhoods in proxmnty to Banc One branches
AR Contmue to invest in and prowde developmental support for venture capttal funds | SR e
_ semng Indran Country and Small Busmess Investment Compames wrth a stated Native’ emphasrs

I

* Invest mtn'bal- and Natxve owned business enterpnses B | '. o -

* Invest in and oﬁ"er start-up assrstance for Natrve-controlled banks and mtermed:anes e
: mcludmg nncroenterpnse and small business lendmg, in underserved -portlons of Indran Country

* Oﬁ'er phﬂanthropw support for enterprise and rmcroenterprtse development housmg, . ST
ﬁnancral servrces, and for Natrve funds that support development . IS SRR
ook Contmue to develop workable mortgage products and mvestments m Low Income o

-._ Housmg Tax Credlts for Nattve communities. © ., . T Llal st e
: e Expand financial hteracy training seminars for Natrve comm:untttes and educatron for A
bank personnel to better understand Indian Country o . L o
, B Invest in the technologlcal and ﬁnanmal mfrastrucnne of Indla.n Country espec1ally
through ﬁ.tIIy operatronal moblle unlt banks. ‘ .
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Through ItS cons1derab1e lendmg, semces, and mvestments in more than a dozen Natlve

communiti¢s and orgamzatlons ‘Banc One has established a basis for future banking relauonslups E

in Indian Country, But & pattern of “creannng ' the best business opportumtles has emerged from '
First Nations Development Institute’s survey ﬁndmgs Wh.lCh a]so show considerable G

e

From a bank requestmg approval as one of the natzon s largest more st bc e:gpet:ted
than playmg it safe with business opportunity while the convenience and need of Indian’ Country

" remains uamet. First Nations calls upon the merged ennty to fonn an Indaan-spemﬁc execunve
 task force for the purpose of collaborating with Native groups and organizations on an outreach

. program and product offerings to underserved Indian commumtles in proximity to its branches A
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Before the Federal Reserve Bank of Chicago

Thursday, August 13, 1998

Introduction

I am testifying before you this morning as the President and CEO of the National Community
Reinvestment Coalition (NCRC). NCRC is the nation's CRA trade association of over 680 community
reinvestment organizations from inner city neighborhoods and rural areas. NCRC's members are
dedicated to revitalizing low-income and minority communities.

As a trade association, NCRC does not regularly comment on applications to the Federal Reserve Board.
NCRC usually provides research and other support to our members when they comment during the
application process. However, we will comment on applications like Banc One’s if they present
significant public policy issues.

I will address two main issues this morning: community reinvestment performance and fair lending.

Community Reinvestment Performance

Simply put, megamergers are harmful for lower income and minority communities if they result in massive
branch closures and drastic decreases in lending and investing. This is why NCRC has asked the Federal
Reserve Board to require banks to submit community reinvestment plans to the Board and the Reserve
Banks as part of their merger applications. These’plans would outline how the merging banks plan to
maintain and increase the number of loans, investments, and services in lower income and minority
communities after mergers. The community reinvestment plans would be developed for each urban and
rural community the bank serves. Moreover, they would not be unilateral like the megapledges recently
announced by other large banks. Instead, they would be responsive to specific credit needs in various
communities because they would be developed with the input of community organizations.

The community reinvestment plans would explain how lenders would preserve their Community
Reinvestment Act (CRA) performance in all of their major markets in the wake of post-merger institutional
changes. For example, the CRA performance of Banc One and First Chicago could deteriorate
substantially in the state of Indiana due to either branch closures or divestiture requirements. As you
know, the state of Indiana is the market where the banks’ operations substantially overlap. Yet, despite
the looming changes confronting Indiana’s traditionally underserved communities, Banc One has neither
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negotiated a CRA agreement with community organizations in Indiana nor has submitted a community
reinvestment plan to the Federal Reserve Board explaining how CRA performance will be maintained in
that state.

NCRC is pleased that First Chicago and NBD have worked out CRA agreements with NCRC members in
Chicago and Detroit. However, these agreements address CRA performance in two of Banc One’s
markets. In order for community reinvestment performance to preserved in all of the banks markets,
NCRC believes it is the responsibility of the Federal Reserve Board to require the bank to offer a detailed
community reinvestment plan explaining how it will maintain and improve its post-merger CRA
performance. These plans would also be a starting point for negotiations leading to CRA agreements with
community organizations. In addition, the Federal Reserve Board should issue conditional approvals in
instances where the applying banks do not satisfactorily outline how CRA performance will be maintained
in places like Indiana that are likely to be affected significantly by the merger.

Fair Lending

Over a year ago, the Federal Reserve Board approved Banc One’s acquisition of First USA (a credit card
lender) despite unresolved fair lending issues. In its approval order, the Federal Reserve stated that it
would impose conditions at a later date if its investigation revealed fair lending violations. NCRC and its
680 members strongly believe that this was an abdication of the Federal Reserve’s responsibility to enforce
the nation’s fair lending laws. Fair lending problems will intensify if the Federal Reserve does not
complete fair lending investigations and issue any necessary conditions before acting on this latest Banc
One application.

Several NCRC members have raised fair lending concerns involving Banc One. For example, Inner City
Press/Community on the Move has documented that Banc One Financial Services has a high market share
of minority borrowers while Banc One’s bank and mortgage subsidiaries have significantly lower market
shares of minority borrowers. The Federal Reserve must investigate whether:

1) Banc One is referring minority borrowers to its subprime affiliate, Banc One Financial Services,

2) and whether, Banc One Financial Services has any procedures for referring qualified minorities to Banc
One which offers the lower interest rate "prime" home loans.

NCRC has recently finished a study, Who's Financing the American Dream , that examines home
mortgage lending in the 20 largest metropolitan areas. We find that Banc One Mortgage Company offers a
significantly higher percentage of home purchase loans to minorities and lower income borrowers than
Banc One’s bank subsidiaries in Dallas and Houston. (Attached to my testimony are the relevant pages
from our study). We ask the Federal Reserve to examine these lending patterns and investigate for the
possibility of fair lending violations. It should be noted that Bank One Mortgage Company recently settled
a discrimination lawsuit with the Attorney General of Arizona.

We ask the Federal Reserve to follow the lead of its regulatory counterparts in seriously investigating and
issuing fair lending and CRA conditional approvals when necessary (Actually the Federal Reserve should
be leading its counterparts, but it should at least follow them.) The OTS’ (Office of Thrift Supervision)
approval order of the Travelers’ application to establish a thrift mandated significant changes in the
disclosure procedures of Travelers’ loan and brokerage officers as well as requiring periodic reports
concerning Travelers' community reinvestment pledge. Likewise, the Office of the Comptroller (OCC)
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issued a conditional approval of the First Union-Money Store merger that requires access for all applicants
of both prime and subprime lending products.

NCRC appreciates this opportunity to express significant reinvestment issues associated with the recently

proposed megamergers. NCRC hopes that the Federal Reserve Board does everything in its power to
ensure fair lending and continued progress in community reinvestment.

L
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Methodology

NCRC has developed an innovative methodology for comparing the lending records of
financial institutions using HMDA (Home Mortgage Disclosure Act) data. The
methodology is straightforward yet powerful. It assesses the fair lending performance of
lenders by measuring the extent of marketing and lending to minorities. It also answers
whether unusually high denial disparity ratios among whites and minorities could be due
to discrimination. In addition, the methodology assesses the CRA performance of lenders
in the area of home purchase lending. Are lenders marketing aggressively to low- and
moderate-income applicants? Are lenders offering a high percentage of their loans to low-
and moderate-income households?

As mentioned in the introduction, NCRC has chosen to evaluate home purchase lending
activity. In our previous study, we evaluated performance in all types of single family
lending activity - home improvement and refinance lending as well as home purchase
lending.” In addition to the reasons mentioned in the introduction, this study isolates
home purchase lending because the market for home purchase loans involves very
different underwriting criteria and other product attributes than the markets for home
improvement and refinance loans,

In order to capture a substantial amount of lending activity in the nation, the study
examines lending in the twenty largest metropolitan statistical areas (MSAs) in the United
States. MSAs are typically regarded as distinct markets for lenders because bank
customers usually live and work within the boundaries of a metropolitan area. Thus, to

- effectively compete for customers, lenders need to devise marketing and branch

distribution strategies for entire MSAs and not just parts of metropolitan areas. Qur
study assesses how well lenders vie for the business of traditionally underserved
populations within MSAs. "

Within each metropolitan area, NCRC scrutinizes lender performance as revealed by six
indicators over a three year time period. The six indicators reveal if a financial institution
is marketing to traditionally underserved populations, lending to those populations,
rejecting an usually high number of minority households, and discriminating against
creditworthy minerities. Indicators are computed separately for 1996, 1995, and 1994
for the major lenders in the twenty largest MSAs.




Scoring System

Each lender is ranked on each of the six indicators. For each indicator, lenders are grouped
into five equal subsets called quintiles. The lenders who are in the top fifth (or top
quintile) on a given indicator receive a score of five for that indicator. The lenders who are
in the second fifth receive a score of four for that indicator. The lenders who are in the
third fifth receive a score of three for that indicator. Finally, the lenders who are in the

second lowest and the lowest quintile receive a score of two or one, respectively, for that
indicator.

The highest possible score in any MSA is a “30”, meaning that a given lender has scored
in the top quintile on all six indicators. The lowest possible score is a “6" meaning that a
given lender has scored in the lowest quintile on all six indicators. -

Six Indicators
NCRC's six indicators are:
Marketing to Low- and Moderate-Income Households

This indicator computes the share or percentage of a lender's home purchase
applications that are submitted by low- and moderate-income households. High
percentages mean that the bank is effectively marketing to low- and moderate-
income households since they are aware of the bank and are applying to it in high
numbers. (Low- and moderate-income categories conform to the income categories

outlined in the regulations implementing the Community Reinvestment Act
(CRA). See the Appendix.) '

Approvals to Low- and Moderate-Income Households

This indicator computes the share or percentage of a bank's loans that are issued
to low- and moderate-income households. High percentages suggest that the bank
has either flexible underwriting criteria or has developed affordable lending
products for a population that traditionally lacked established credit histories or
savings to qualify for conventional homeownership products.

Marketing to Minorities

This indicator computes the share or percentage of a lender's applications that are
submitted by minorities. For this study, we have defined minorities as Blacks and
Hispanics only (see the Appendix for further discussion).

4 | NCRC




AN ERERNEREERNREAESERAERZE=AD

Approvals to Minorities

This indicator computes the share or percentage of a bank's loans that are issued
to minorities. '

Disparity in Denial Ratio

This indicator is a ratio of the minority denial rate divided by the white denial rate.
Lower ratios are awarded good ranks. A ratio close to one means that minority
and white denial rates are very similar. In contrast, ratios in the 2 to 3 range mean
that the bank(s) in question are denying minorities at a rate two or three times
greater than whites. High denial rates could be evidence of either discriminatory
treatment or a lack of flexible underwriting criteria.

Discrimination Ratio

This indicator is the ratio of the lender's share of market discrimination to the
lender's share of applicants. It is computed by first deriving a measure of
discrimination from a logit regression model, yielding differences in treatment of
whites and non-whites with similar credit histories. The model estimates the
likelihood that whites and minorities with similar qualifications will be rejected for
loans. The difference in probability of rejection among similarly qualified
minorities and whites yields a market discriminatory residual, The residual for the
entire market is computed as well as for individual lenders. We are then able to
compute a ratio measure of an individual lender's share of the overall market

discrimination relative to the lender's share of all applications in a metropolitan
area.

‘When the discrimination ratio is above one, the lendqr’ s share of overall market
discrimination exceeds the lender’s share of loan applicants in a given MSA.
Lenders with ratios of one and above will tend to be in the lower quintiles on this

indicator. (See Appendix for a more complete description of the discrimination
residual).

Example - Ranking Lenders in the Washington, DC MSA

‘The results from the analysis of home purchase lending in the Washington, DC area will
help illustrate NCRC’s methodology. Our study analyzed the performance of 50 lenders
doing business in the DC area in 1996 (see the table for the Washington, DC MSA on
page 37, and see the Appendix for a discussion of which lenders were included in the
study). One of the lenders received a 30, which is the highest possible sum derived by
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Legend for MSA Spreadsheets

The following pages will list lenders in each MSA and their rankings. The column headers

from left to right are:

Columns
Lender;

Agency:

Denial Ratio:

Quintile:

% Min. Apps.

Quintile:

% Min. Approvs.

Quintile:

% L/M Apps:

Quintile:

Name of the financial institution

Agency to which the institution reports HMDA data
OCC - Office of the Comptroller of the Currency
FRB - Federal Reserve Board A

FDIC - Federal Deposit Insurance Corporation

OTS - Office of Thrift Supervision

NCUA - National Credit Union Association
HUD - U.S. Department of Housing and Urban Development

The denial ratio indicator (see methodology section for a
description) for 1996.

The quintile a lender falls into on for the denial ratio indicator for
1996.

The marketing to minorities indicator for 1996. |

The quintile a lender falls into for the marketing to minorities
indicator for 1996.

The approvals to minorities indicator for 1996.

The quintile a lender falls into for the approvals to minorities
indicator for 1996.

The marketing to low- and moderate-income households indicator
for 1996.

The quintile a lender falls into for the marketing to low- and
moderate-income households indicator for 1996.

NCRC 21



% L/M. Approvs:

Quintile:

Disc. Ratio:
Quuntile:

Sum 96:

Sum 95:
Sum 94:

General Notes:

The approvals to low- and moderate-income households indicator
for 1996. '

The quintile a lender falls into for the approvals to low- and
moderate-income households indicator for 1996.

The discrimination ratio for 1996.
The quintile a lender falls into for the discrimination ratio for 1996.

The sum of the quintiles for the six indicators for 1996.

The sum of the quintiles for the six indicators for 1995.

The sum of the quintiles for the six indicators for 1994.

The banks are listed in descending order based on their 1996 sums. Below the last lender -
are the following two rows: '

All lenders in MSA - 1996: This row shows how all lenders active in the MSA
performed on all of the indicators except for the discrimination ratio.

Lenders 250+ applications: This row shows how lenders that received 250 or
more applications from Blacks, Hispanics, and whites performed on all of the
indicators except for the discrimination ratio.

A lender is displayed on the table if it has 250 or more applications from Blacks,
Hispanics, and whites in 1996. A lender is not displayed on the table if it exceeded the
applications threshold in 1994 and 1995 but did not meet the threshold in 1996. Blank
spaces underneath the Sum 95 or Sum 94 columns indicate that the lender did not meet
the application threshold in 1995 or 1994, although it did meet the threshold in 1996.

NCRC
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DALLAS
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Good afternoon. My name is Rashmi Rangan. [ am the executive director of the Delaware
Community Reinvestment Action Council, Inc. (“DCRAC”)--an eleven year old non-profit
citizens’ advocacy organization whose mission is “to ensure equal access to credit and capital for
the under served populations and communities throughout Delaware”. [ am also a Board member
of the National Community Reinvestment Coalition--a trade association of approximately 650
organizations nation wide and a member of Inner City Press/Community on the Move--a citizens’
consumer advocacy group. We are opposed to the acquisition of FCC by Banc One.

Before I address our concerns with the application, let me share our concern about the
Feds. Calling “public heanings”, “public meetings” is probably more appropriate and revealing—
they do not hear us. Besides, five minutes is not enough time to even scratch at the surface of our
concerns with this application,

Have we forgotten the S&L bail-out so soon? Should we not look at Japan and shudder
at the prospect of obstinately duplicating the “Godzilla” 7 Should we not heed to the waring
signs from the stock market’s roller-coaster ride? This merger too, like all others before, raises
concerns with the larger issue surrounding future financial stability--Who will bail this monster,
when it fails?

Based on the factors that the Board must consider, this application calls for denial.
Managerial issues Banc One’s absolute disdain for local communities and their predatory and
discnminating lending practices reflect very poorly on Banc One’s managerial abilities.

1. I refer you to Dr. Kenneth Thomas’ commgnts of July 27, 1998 regarding the
management’s apparent violation of confidentiality of individual examination ratings on
Y2K readiness.

2, In Arizona (Attorney General) and in Texas (HUD) Banc One has been charged with

~ discrimination--this after the Feds own conditional approval in a recent application by

Banc One. Apparently, Banc One failed to meet Feds conditions. On these grounds

alone, the application should be denied.

3. Banc One, we charged in previous applications and a charge we repeat today, is a
predatory lender through its Finance Company subsidiary. While we have raised this
issue many times, we sense that the Feds have not really understood the full import of our
accusations. Attached as exhibit A is a catalogue of predatory mortgage lending abusive
practices prepared by Mr. Bill Brennan of Atlanta Legal Aid Society.

4. We have asked the Feds to review the Finance Company subsidiary of the Bank Holding
Company in the past. We, and others, have presented ample evidence that raise enough
red-flags that demand such an investigation before the Feds even begin considering the
merits of this application. In 1995 BO Finance Company approved 7805 loans. In 1996,



32.,712--a 319% increase.

5. Banc One’s HMDA analysis has been conducted by ACORN—Iilinois (7/14/98),
Wisconsin Rural Development Center (6/23/98) where Banc One is the third largest
commercial institute, Coalition of Neighborhoods (7/13/98), Central Illinois Organizing
Project (7/14/98), etc. These are very revealing. These provide ample evidence that call
for a full investigation of Banc One Finance Company.

Convenience and needs issues How can the convenience and needs of my community, be served

when the acquirer, Banc One, has shown a remarkable disdain for Delaware. May I remind the

Board of concerns we raised when Banc One applied to acquire First USA. First USA, a limited

purpose bank, cited its inability to meet its CRA obligations and hence established First USA,

FSB. When Banc One acquired First USA, the thnift was gone. Relative to Banc One’s First

USA (after the merger) record of meeting the convenience and needs of the community, it is

abysmal. In comparison, FCC and its CRA officer, Mr. Roland Ridgeway, have not let the limited

purpose bank status nor the Delaware’s Financial Center Development Act restrictions get in the
way of meeting their obligations under the CRA. Loss of FCC to Banc One will have an adverse
impact on the convenience and needs of our community.

Community Reinvestment Act record Irrespective of what the respective regulatory agencies

grade Banc One’s record of meeting the credit needs of its community to be, preying upon our

communities, discriminating against our lower income and minority communities, and providing
lip service to the Community Reinvestment obligations demonstrates Banc One’s poor
performance record.

Competition It is already entered into the record, that anti-trust and anti-competitive issues, are

severe in Indiana which alone calls for denial of the application. I refer you to Dr. Kenneth

Thomas’ communication of 7/14/98. However, given the Fed’s proclivity to approve merger

applications, at a minimum, there is an absolute need for a binding, legally enforceable CRA

commitment in Indiana. Without such a commitment, this application must not even be
considered.

You will hear, and you have already heard testimony in support of the merger from
organizations who have developed partnerships and are hopeful to continue to through these
partnerships serve their communities. At issue is not who, where, and how much each bank
does/gives individually. At issue here is the who from, where from, and how much, does Banc
One take from the community through predatory practices. This alone is a very serious concern.
You must deny this application
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CRAnology: PREDATORY MORTGAGE LENDING ABUSES

In the statement of William J. Brennan, Jr., Dircctor, Home Defense Program of the Atlanta Legal Aid Society, Inc., Before the
United States Senatc Special Committee on Aging on March 16, 1998, Mr. Brennan testified on the subject of predatory mort-
gage lending practices dirccted against the elderly.  What follows was attached as an exhibit to Mr. Brennan's statcments and
downloaded in its cntirety from the website of Atlanta Legal Aid Socicty at www law.cmory.edu.

PREDATORY MORTGAGE LENDING ABUSES
The following is a catalogue of predatory mortgage lending abusive practices. We have divided the practices into abuscs associ-
ated with the origination of the loan, servicing of the loan, and collection of the loan.

I. ORIGINATION OF LOAN,
- 1 L-Solicitations. Predatory mortgage lenders engage in extensive marketing in targeted neighborhoods. They advertise through -~ -
tclevision commercials, dircct mail, signs in ncighborhoods, telephonc solicitations, door Lo door solicitations, and flyers stuffed
in mailboxes. Many of these companies deceptively tailor their solicitations to resemble social security or other U.S. government
checks to prompt homeowners to open the cuvelopes and otherwise deceive them regarding their predatory intentions.

2. Home Improvement Scams. Predatory mortgage lenders use local home improvement companies gssentially as mortgage
brokers to solicit business. These companics solicit homcowners for home improvement work, The company may originate a
mortgage loan to finance the home improvements and then sell the mortgage to a predatory mortgage lender, or stecr the home-
owner directly to the predatory lender for financing of the home improvements. The home improvements are ofien grossly over-
priced, and the work is shoddy and incontplete. In some cases, the contractor begins the work before the three-day cooling ofT
period has expired. In many cascs, the contractor fails to obtain required permits, thereby making sure the work 1s not inspected
for compliance with local codes.

3. Mortgage Brokers -Kickbacks, Predatory mortgage lenders also originate loans through local mortgage brokers who act as
bird dogs (finders) (or the lenders. Many predatory mortgage lenders have downsized their operations by closing their retail out-
Icts and shifting the origination of loans to these brokers. These brokers represent to the homeowners that they are warking for
the homeowners to help them obtain the best avaitable morigage loan. The homeowners usually pay a broker's fee. In fact, the
brokers arc working for predatory mortgage lenders and being paid kickbacks by lenders for referring the borrowers to the
lenders. On loan closing documents, the industry cmploys cuphemisins to describe these referral fees: yicld spread premiums
and service release fees. Also, unbeknownst to the borrower, his interest is raised to cover the fee. Within the industry, this is
called bonus upsetling or par-plus premium pricing.

4. Steering to High Ratce Lenders. Some banks and mortgage companies steer customers to high rate lenders, including those
customers who have good credit and would be eligible for a conventional loan {rom that bank or lender. In some cases, the cus-
tomer is turned away before completing a loan application, In other cascs, the loan application is wrongfully denicd and the cus-
tonuer is referred to a high rate lender. The high rate lender is often an affiliate of the bank or morigage company, and kick-
backs or referral fees are paid as an incentive to stecr the customer in this way.

5. Lending to People Who Cannot Afford The Loans. Some predatory mortgage lenders purposely structure the loans with
menthly payments which they know the homcowner cannot afford with the idea that when the homeowner reaches the point of
defandt, they will return to the lender (o refinance which provides the lender additional points and fees. Other predatory mort-
gage lenders, whom we call hard lenders, purposcly structure the loans with paymcnts the homeowncer cannot afford in order to
trigger a Farcclosure so that they may acquire the house and the valuable equity in the house at the foreclosure sale.

6. Falsificd Loan Applications, Unverificd Income. In some cases, lenders knowingly make loans to homeowners who do not
have sufficient income to repay the lpan. Often, such lenders wish to sell the loan to an investor. To sell the loan, the lender
must make the loan package have the appearance to the investor that the borrower has sufficient income. The lender has the
borrower sign a blank loan application form, The lender then inserts false information on the form (for example, a job the bor-
rower does not have), making the borrower appear to have higher income than he or she actually has.

7. Adding Co-signers. This is donc to create the false impression that the borrower is sufficiently credit worthy to be able to
pay off the loan, even though the lender is well aware that the co-signer has no intention of contributing to the repaymeant of the
mortgage. Often, the lender requires the houmteowner to transfer half ownership of the house to the co-signer. The homeowuner
has lost half the ownership of the home and is saddled with a loan she cannot afford to pay.

8. Incapacitated Homeowners. Sonwe predatory lenders make loans to homeowners who are clearly mentally incapacitated.
They take advantage of the fact that the homeowner does not understand the nature of the transaction or the papers that she
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signs. Because of her incapacity, the homeowner docs not understand she has a mortgage loan, docs not make the payments,
and is subject to foreclosure and subsequent cviction,

Y. Forgeries. Some predatory lenders forge Joan documents. In an ABC Prime Time Live news scgment that aired on April 23,
1997, a former employee of a high cost mortgage ender reported that cach of the lender's branch offices had a "designated
forger” whose job it was (o forge documents. [n such cascs. the unwary homeowners are saddled with loans they know nothing
about.

10, High Annual Interest Rates. The very purpose of engaging in predatory morigage lending is to reap the benelit of high
profits. Accardingly, these lenders always charge unconscionably high interest rates, even though their risk in minimal or
non-cxistent. Such rates drastically increase the cost of borrowing for homeowners. Predatory mortgage lenders routinely charge
Atlanta area borrowers rates ranging front 12% to 18%, while other lenders charge rates of 7.0% to 7.5%.

11. High Peints. Legitimate lenders charge points to borrowers who wish to buy down the interest rate on the loan. Predatory
lenders charge high points but there is no corresponding reduction in the intercst rate. These points are inmposed through pre-
paid finance charges (or points or origination fecs), they are usitally 5 to 10% of the loan and may be as much as 20% of the
loan. The borrower does not pay these points with cash at closing. Rather, the points are always finauced as part of the loan.
This increases the amount borrowed, which produces more annuat interest to the lender.,

12. Balloon Payments. Predatory mortgage lenders [requently structure loans so that at the end of the loan period, the borrower
still owes most of the principal amount borrowed. The last payment balloons 1o an amount often equal to 85% or so of the prin-
cipal amount borrowed. Qver the term of the loan, the borrower's payments are applicd pnimarily to interest. The homeowner
cannol afTord (o pay the balloon payment at the end of the 1erm, and cither Ieses the home through foreclosure or is forced to
reflinance with the same or another lender for an additional term at additional cost.

13, Negative Amortization. This involves a system of repayment of a loan in which the loan doces not amortize over the term.
Instead, the amount of the monthly payment is insulficient to pay off accrued interest and the principal balance therefore in-
creascs cach month. At the end of the loan term, the borrower owes more than the amount originally borrowed. A balloon pay-
ment at the end of the loan is often a feature of negative amoriization.

i4. Padded Closing Costs. In this scheme, certain costs are increased above their true market value as a method of charging
higher interest rates. Examples include charging document preparation of $350 or credit report fees of $150, both of which are
many times the actual cost.

15. Inflated Appraisal Costs. This is another padding scheme. In most nortgage loan transactions, the lender requires that an
appraisal be done. Most appraisals include a typical, detailed report of the condition of the house (interior and exterior) and
prices of comparablc in the area. Others are "drive-by" appraisals, done by somcone driving by the homes. The former naturally
cost more than the latter. In some cases, borrowers are charged a fee for an appraisal which should include the detailed report,
when only a drive-by appraisal was done.

16. Padded Recording Fees. Mortgage transactions usually require that documents be recorded at the local courthouse. State or
local Taws establish the fees for recording the documents. Mortgage lenders typically pass these costs on to the borrower. Preda-
tory mortgage lenders ofien charge the borrowers a fee in excess of the actual amount required by law o record the documents.
17. Bogus Broker Fees. [n some cases, predatory lenders charge borrowers broker fees when the borrower never met or knew
of the broker. This is another way such lenders increase the cost of the loan for the benefit of the fender.

18. Unbundling. This is another way of padding costs by breaking out and itemizing charges which arc duplicative or should be
included under other charges. An example is where a lender imposes a foan origination fee, which should cover all cosis of ini-
tiating the loan, but then impoeses separate, additional charges for undenwriting and loan preparation.

19. Credit insurance -Insurance Packing. Predatory mortgage lenders narket and scll credit insurance as part of their loans.
This includes credit life insurance, credit disability insurance, and involuntary uncmployment insurance. The premiums for this
insurance are exorbitant. In some cascs, lenders sell credit life insurance covering an amount which constitutes the total of pay-
ments over the life of the foan rather than the amount actually borrowed. The payout of claims is extreniely low compared to the
reverue frow the premiums. The predatory wortgage lender often owns the insurance company, or reccives a substantial com-
mission for the sale of the insurance. In short, credit insurance becomes a profit center for the lender and provides little or no
benefit to the borrower.

20. Excessive Prepayment Penalties. Predatory mortgage lenders often impose exorbitant prepayment penalties. This is done
iu an cflort to lock the borrower into the predatory loan for as long as possible by making it difficult for her 1o refinance the
morigage or scll the home. Another featurc of this practice is that it provides back end interest for the lender if the borrower
docs prepay the loan,

continued on page 5
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21. Mandatory Arbitration Clauses. By inserting pre-dispute, mandatory, binding arbitration clauses in contractual docu-
menls, some enders attempt to obtain unfair advantage of their borrowers by relcgating them to a forum perceived to be more
favorable to the Iender than the court system. This perception exists because discovery is not a matier of right but is within the
discretion of the arbitrator, the proceedings are private; arbitrators necd not give rcasons for their decisions or foliow the law; a
decision in one case will have no precedential value, judicial review is extemely limited; a lender will be a frequent user while
the consumer is a onc time participant; and injunctive relief and punitive damages will not be available. '
22. Flipping. Flipping involves successive, repeated refinancing of the loan by rolling the balance of the existing loan into a
ncw loan instcad of simply making a scparate, new loan for the new amount. Flipping always results in higher costs to the bor-
rower, Because the existing balance of one loan is rotled into a new loan, the term of repayment is repeatedly extended through
cach refinancing. This results in more interest being paid than if the borrower had been aliowed to pay off cach loan separately,
A powerful example of the exorbitant costs of (lipping is the case of Bennett Robeds, who had eleven loans from a high cost
mortgage lender within a period of four ycars. Sce, Wall Street Journal, April 23, 1997, at 1. Mr. Roberts was charged in excess
of $29,000 in fees and charges, including ten points on every financing, plus interest, (o borrow Icss than $26,000.

23. Spurious Open End Mortgages, In order to avotd making required disclosures to borrowcers undcer the Truth in Lending
Act, many lenders are making "open-end" mortgage loans. Although the loans arc called "open end” loans, in fact they are not.
Instead of creating a line of credit from which the borrower may withdraw cash when neceded, the lender advances the full
amount of the loan to the borrower at the outset. The loans are non-amortizing, meaning that the payments are interest only so
{hat no credit will be replenished. Becausc the payments are applied only to interest, the balance is never reduced.

24. Paying Off Low Interest Mortgages. A predatory mortgage iender usually insists that its morigage loan pay off the bor-
rowet's existing low cost, purchase moncy mortgage. The icnder is able to increase the amount of the new mortgage loan by
paying olf the current mortgage and the homeowner is stuck with a high interest rate mortgage with a principal amount which
18 much higher than necessary.

25, Shifting Unsccured Debt Inte Mortgages. Mortgage lenders badger homeowners with telephone and mail solicitations and
other advertisernents that tout the "benefits” of consolidating bills into a mortgage loan. The lender fails (o inform the barrower
that consolidating unsccured debt into a mortgage loan secured by the home is a bad idea. The loan balance is increased by pay-
ing off the unsecured debt, which nccessarily increases closing costs (which are calculated on a percentage basis), increases the
monthly payments, and increases the risk that the homcowner will lose the home.

26. Making Loans in Excess of 100% Loan to Value (LTV). Recently, some lenders have been making loans to homeowners
where the loan amount cxceeds the fair market value of the hoine. This makes it very difficuit for the homeowner to refinance
the morigage or to scll the house to pay off the loan, thereby locking the homcowncr into a high cost loan. Additionally, if a
homcowner goes into default and the lender forecloses on a loan, the forcclosure auction sale gencrates enough money to pay off
the mortgage loan. Therefore, the borrower is not subject to a deficiency claimn. However, where the loan is 125% LTV, a fore-
closure sale may not generate cnough ta pay off the loan and the borrower would be subject to a deficiency claim.

IL. SERVICING OF LOAN
L. Forced Placed Insurance. Lenders require homeowners to carry homeowner's insurance, with the lender named as a loss
payee. Morigage loan documents allow the lender to force place insurance when the homeowner fails to maintain the insurance,
and 1o add the premium to the loan balance. Some predatory mortgage lenders force place insurance even when the homeowner
has insurance and has provided proof of such insurance to the lender. Even when the homeowner has in fact failed to provide
the insurance, the premiums for the force placed insurance are often ¢xorbitant. Often the insurance carrier is a company affili-
ated with the lender. Furthermore, the cost of forced placed insurance is frequently padded becanse it covers the lender for risks
or losses in excess of what the lender may require under the terms of the mortgage loan.
2. Daily Interest When Payments Are Made After Due Date. Most mortgage loans have grace periods, during which a bor-
rower may make the monthly payment after the due date and before the end of the grace period without incurring a "late
charge.” The late charge 1s often assessed as a small percent of the late payment. However, many lenders also charge daily in-
terest based on the outstanding principal balance. While it may be proper for a tender to charge daily interest when the loan so
provides, it is deceptive for a lender fo charge daily interest when a borrower pays after the duc date and before the grace period
expircs when the loan termis provide for a late charge only after the end of the grace period. Predatory lenders take advantage of
this deceptive practice.

continued on page 6
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IIL. COLLECTION OF LOAN
L. Abusive Collection Practices. In order to maximize profits, predatory lenders either set the monthly payments at a level the
borrawer can barely sustain or structure the loan to trigger a default and a subsequent refinancing. Having structured the loans
in this way, the lenders consciously decide to usc aggressive, abusive collection tactics to ensure that the stream of income flows
uninterrupted. (Because conventional lenders do not structure their loans in this manner, they do not cmploy abusive collection
practices.) The collection departments of prdatory lenders call the hameowners at all haurs of the day and night, send late pay-
ment notices (in some cases, even when the lender has received timely payment or even before the grace period expires), send
telegrams, and even send agents to hound homeowners in person. Some prdatory lenders bounce homeowners back and forth
between regional collection offices and local branch offices. One¢ homeowner received numerous calis every day for several
months, cven after she had worked out a payment plan. These abusive collection tactics often involve threats to cvict the home-
owners immediately, cven though lenders know they must first forcclose and follow the eviction procedures. The resulting
emotional impact on homcowners, especially elderly homeowners, can be devastating.  Being ordered out of a home one has
owned and lived in for decades is an extremely traumatic experience.
2. High Prepayment Penalties. Sce description in [, 20 above. When a borrower is in default and must pay the full balance
due, predatory lenders will often include the prepayment penalty in the calculation of the balance due.
3. Flipping (Successive, Repeated Refinancing of Loan). Sce description in [. 22 above. When a borrower is in default, preda-
tory mortgage lenders often use this as an opportunity to flip the homecowner into a new loan, thereby incurring additional high
costs and fees.
4. Foreclosure Abuses. These include persuading borrowers to sign deeds in lieu of forcclosure in which they give up all rights
to protections afforded under the foreclosure statute, sales of the home at below market value, sales without the homcowner/bor-
rower being afforded an opportunity to cure the default, and inadequate notice which is cither not sent or backdated. There have
even been cases of "whispered foreclosures”, in which persons conducting foreclosure sales o courthouse steps have ducked
around the corner 1o avoid bidders so that the lender was assured he would not be out-bid. Finally, foreclosure deeds have been
filed in courthouse deed records without a public foreclosure salc.
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PETITION TO DENY AND HEARING REQUEST BY MARSHALL PLAN FOR GARY AND
ITS MEMBERS AND AFFILIATES AND BUSINESS OWNERS IN OPPOSITION TO BANC
ONE CORPORATION'S PROPOSED ACQUISITION OF FIRST CHICAGO NBD AND ITS
BANKING AND NON-BANKING SUBSIDIARIES AND ALL RELATED APPLICATIONS
AND NOTICES

JULY 8, 1998
L PRELIMINARY STATEMENT

On behalf of Marshall Plan for Gary and its members and affiliates and business owners
(collectively hereinbelow, "MPG"), this is a timely comment opposing and requesting hearings
on Banc One Corporation's ("Banc One's") proposed acquisition of First Chicago NBD and its
banking and non-banking subsidiaries ("First Chicago") and all related Applications and
notices.

This proposed merger would substantially lessen competition and would have
adverse convenience and needs effects in, inter alia, numerous banking
markets, primarily but not onty in Indiana, and in the credit card product
market. See Section III, infra. Banc One and its banks, which are subject to
the Community Reinvestment Act (12 U.S.C. ° 2901, et seq.; "CRA"), have at
least since March 1997 been closing dozens of bank branches, abandoning low
and moderate income ("LMI") neighborhoods, and communities of color. Section
ILLA. Banc One’s banks and Banc One Mortgage Company ("BOMC"), subject to the
fair lending laws, disproportionately exclude and deny the credit applications
of African Americans and Hispanics, while Banc One Financial Services ("BOFS")
targets and gouges these protected classes with higher interest rate loans.
Section ILB, infra.

The FRB cannot approve any proposal under Section 3 of the Bank Holding
Company Act (the "BHC Act") which would substantially lessen competition,
unless the anticompetitive effects are clearly outweighed in the public
interest by the convenience and needs of the community. 12 U.S.C. °1842(c).
Convenience and needs aspects do not outweigh the anticompetitive effects of a
merger, unless the gains expected cannot reasonably be expected through other
means. See United States v. Third National Bank, 390 U.S. 171, 88 S.Ct. 882
(1968).

Banc One does not serve the convenience and needs of communities. Banc One
has accelerated its closing of branches, including in low, moderate and lower-
middle income communities, since it acquired First USA in July 1997. In fact,
while at that time Banc One said it had 1,500 branches, its April 13, 1998,
press release announcing this proposal stated that it now has 1,300 branches.

Banc One has told stock analysts that its goal is to eliminate fully 25% of
its branches; already, Banc One is eliminating branches serving elderly, less



affluent and minority consumers and communities. See Section IL A, infra.
Meanwhile, First Chicago NBD has stated that it intends to close 100 branches
by 1999, and has already closed more than 30 branches in Michigan. Section
Iv.

Banc One is the only bank in the nation which surcharges its own customers
for using its ATMs and cash dispensing machines; First Chicago is well-known
as the bank which imposed a three dollar fee on its customers for using
tellers. This is a proposed combination of two of the most fee-gouging banks
in the country, a proposal which would give them anticompetitive market power
allowing them to further raise prices and fees. The proposed combination
would NOT serve the convenience and needs of communities in any meaningful
way, much less to the extent needed to clearly outweighd the substantial
lessening of competition. The proposal should be denied.

This proposed merger would substantially lessen competition in numerous
banking markets, including:

Market Banc One st Chicago Resulting Resulting
Share- Rank Share- Rank Share Rank
Lafayette, IN 30,39 1 2431 2 54.71 1
Lawrence Cty, IN 2667 1 19.88 2 46.55 1
Rensselear, IN 30.61 | 15.62 3 46.23 1
Indianapolis, IN 22.39 1 1970 3 42.09 1
Corydon, IN 17.47 4 2395 2 41.42 1
Bloomington, IN 31.31 1 6.39 6 37.70 I
Gary, IN 727 6 23.45 1 30.72 I
Marion, IN 1442 4 17.51 2 31.93 1
Statewide IN 8.83 3 1249 1 21.32 1

The FRB's NationsBank - Bamnett Order, 84 Fed. Res. Bull.  (Dec. 1997)
(slip op. at 19) expilicitly stated that "in future cases, increased importance
should be placed on a number of factors where the proposal involves a
combination that exceeds the DOJ guidelines in a large number of local
markets,” including "increased attention to the size of the charge in market
concentration as measured by the HHI in highly concentrated markets, the



80% of stock of Premier Bank, Baton Rouge, which it didn't already own.
Here's is this franchise's lending record in 1996:

Bank One Louisiana, N.A., in 1996 denied 56% of mortgage applications from
African Americans, and only 24% of such applications from whites, for a denial
rate disparity of 2.33-to-1. This disparity cannot be explained by more
aggressive than average outreach to African American applicants: in 1996, Bank
One Louisiana, N.A ., based on its outreach and marketing, recetved only 257
applications from, and made only 79 loans to (31% origination rate), African
Amenicans, while receiving 3,788 applications trom, and making 2,190 loans to
(58% ongination rate), whites.

Bank One, Louisiana, N.A.'s record in 1996, the year after it acquired
Premier Bank, militates for close scrutiny by the FRB, and for the denial of
this application.

Other Banc One banks were hardly better in 1996.

Bank One, Chicago, N.A. in 1996 denied 45% of applications from African
Americans, and only 22% of applications from whites, for a denial rate
dispanty of over 2-to-1.

Bank One, Kentucky, N.A. in 1996 denied 41% of applications from African
Americans, and only 19% of applications from whites, for a demal rate disparity
of 2.16-to-1.

Bank One, Lafayette, N.A. in 1996 denied 56% of applications from African
Americans, and only 24% of applications from whites, for a denial rate
disparity of 2.33-to-1.

Bank One, Rockford, N.A. in 1996 denied 47% of applications from African
Americans, and oaly 17% of applications from whites, for a denial rate
disparity of 2.76-to-1.

Even more troubling is a review of Banc One Mortgage Company ("BOMC"), as to
which the FRB has acknowledged unanswered fair lending questions, and which
has been charged by the Arizona Attorney General's Office - particularly a
review that compares BOMC's market shares by race with those of the high
interest rate Banc One Financial Services ("BOFS"), in the same markets.

First, a 1993 to 1996 analysis of BOFS (showing the rapid growth, and
increasing importance, as to a fair lending/CRA assessment of Banc One, of
this subsidiary):



in 1993, BOFS reported 1,578 originations.

in 1994, BOFS inexplicably did not report HMDA data.
In 1995, BOFS reported 7,805 originations.

In 1996, BOFS reported 20,504 originations.

Second, to put the disparities below in context: Banc One has acknowledged
to the FRB that it has a program to refer down applicants from its banks to
BOFS (for higher priced credit). Banc One's higher interest rate lender BOFS
has stated that it does not have a procedure in place to refer any applicants
back to normal interest rate providers. Banc One ONLY has a referral 6downé
(to higher interest rate credit) process; it has not referral dupé (to normal
interest rate credit for those who approach BOFS but are eligible from normal
interest rate bank credit) program. This is one of the reasons why Bank One's
banks' and BOMC's higher than industry average denial rate disparities for
minorities are particularly troubling, and raise a red flag not only of
disparate treatment, but also of pricing discrimination. This red flag is
raised without regard to referrals — infra, ICP demonstrates that in markets
where both BOMC and BOFS operate, BOMC disproportionately excludes and denies
Afncan Americans and Hispanics, and that BOFS, with higher interest rate
credit, targets African Americans and Hispanics.

Now, a market by market analysis of BOMC's and BOFS's lending, making out a
prima facie case (or raising a red flag) of pricing discrimination and
disparate treatment at Banc One:

In the Akron OH MSA (in Banc One's CRA assessment area) in 1996, BOMC dented
55% of mortgage applications from African Americans, and only 17% of
applications from whites (2 denial rate disparity of 3.24). BOMC originated
164 loans to whites, and only 7 to African Americans. This Comment will call
loans to African Americans divided by loans to whites the "Index." BOMC's
Index in this MSA in 1996 was 0.043. Meanwhile in this MSA, the higher
interest rate BOFS originated 27 loans to African Americans, and 140-loans to
whites — Index of 0.193, 4.49 times higher than BOMC's. BOMC
disproportionately denies African Americans; BOFS disproportionately targets
African Americans for higher interest rate credit, including but not only
through referrals (or steering) from Banc One's banks/BOMC.

In the Atlanta GA MSA in 1996, BOMC denied 26% of mortgage applications from
African Americans, and only 7% of applications from whites (a denial rate
disparity of 3.71). BOMC originated 82 loans to whites, and only 14 to

African Amencans. BOMC's Index (see supra) in this MSA in 1996 was 0.171.
Meanwhile in this MSA, the higher interest rate BOFS originated 102 loans to

[Py |



African Americans, and 186 loans to whites - Index of 0.548, 3.2 times higher
than BOMC's. BOMC disproportionately denies African Amencans;, BOFS
disproportionately targets African Americans for higher interest rate credit.

In the Charlotte NC MSA in 1996, BOMC denied 20% of mortgage applications from
African Americans, and only 10% of applications from whites (a denial rate

disparity of 2.0). BOMC originated 234 loans to whites, and only 8 to African
Americans. BOMC's Index (see supra) in this MSA in 1996 was 0.034.

Meanwhile in this MSA, the higher interest rate BOFS originated 34 loans to

African Amnericans, and 86 loans to whites — Index of 0.395, 11.6 times higher

than BOMC's. BOMC disproportionately denies African Amencans; BOFS
disproportionately targets African Americans for higher interest rate credit,

including but not only through referrals (or steering) from BOMC.

In the Chicago IL MSA (in both First Chicago's and Banc One's CRA assessment
area) in 1996, BOMC denied 25% of mortgage applications from African
Americans, and only 12% of applications from whites (a denial rate disparity

of 2.08). BOMC originated 737 loans to whites, and only 65 to African
Americans. BOMC's Index (see supra) in this MSA n 1996 was 0.088.
Meanwhile in this MSA, the higher interest rate BOFS onginated 110 loans to
African Americans, and 314 loans to whites -- Index of 0.350, 4 times higher
than BOMC's. BOMC disproportionately denies African Americans; BOFS
disproportionately targets African Americans for higher interest rate credit.

In the Cincinnati MSA (in Banc One&£s CRA assessment area) in 1996, BOMC denied
18% of mortgage applications from African Americans, and only 11% of

applications from whites (a denial rate disparity of 1.64 - see infra). BOMC
originated 196 loans to whites, and only 21 to African Americans. BOMC's

Index in this MSA in 1996 was 0.107. Meanwhile in this MSA, BOFS originated

46 loans to African Americans, and 190 loans to whites -- Index of 0.242, 2.26

times higher than BOMC's. Meanwhile BOFS' denial rate dispanty for African
Amenicans was 1.55, lower than BOMC's.

In the Cleveland OH MSA (in Banc One's CRA assessment area) in 1996, BOMC
denied 39% of mortgage applications from African Americans, and only 15% of
applications from whites (a denial rate disparity of 2.6). BOMC onginated

367 loans to whites, and only 40 to African Americans. BOMC's Index in this
MSA in 1996 was 0.109. Meanwhile in this MSA, BOFS originated 133 loans to
African Americans, and 273 loans to whites — Index of 0.487, 4.47 times

higher than BOMC's. BOMC disproportionately denies African Americans, BOFS
disproportionately targets African Americans for higher interest rate credit.

In the Columbus OH MSA (Banc One's current headquarters) in 1996, BOMC denied
23% of mortgage applications from African Americans, and only 11% of
applications from whites (a denial rate disparity of 2.09). BOMC onginated -
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618 loans to whites, and only 47 to African Amencans. BOMC's Index in this
MSA in 1996 was 0.076. Meanwhile in this MSA, BOFS onginated 26 loans to
African Americans, and 166 loans to whites — Index of 0.157, over 2 times

higher than BOMC's. BOMC disproportionately denies African Americans; BOFS
disproportionately targets African Americans for higher interest rate credit.

In the Dallas MSA in 1996, BOMC denied 32% of moitgage applications from
African Americans, and only 12% of applications from whites (a denial rate
dispanty of 2.67). BOMC originated 710 loans to whites, and only 51 to

Afncan Americans. BOMC's Index in this MSA in 1996 was 0.072. Meanwhile in
this MSA, BOFS onginated 9 loans to African Americans, and 7 loans to whites

— Index of 1.286, 17.86 times higher than BOMC's. BOMC disproportionately
denies African Americans; BOFS disproportionately targets African Americans

for higher interest rate credit.

In the Dayton OH MSA (in Banc One's CRA assessment area) in 1996, BOMC denied
23% of mortgage applications from African Americans, and only 13% of
applications from whites (a denial rate disparity of 1.77 -- see infra). BOMC
originated 328 loans to whites, and only 33 to African Amenicans. BOMC's

Index in this MSA in 1996 was 0.101. Meanwhile in this MSA, BOFS onginated

41 loans to African Americans, and 151 loans to whites -- index 0f 0.272, 2.69

times higher than BOMC's. BOFS's denial rate disparity for African Americans

was 1.28, significantly lower than BOMC's. BOMC disproportionately denies
African Americans; BOFS disproportionately targets African Americans for

higher interest rate credit.

In the Detroit MSA (NBD's headquarters, and in First Chicago's CRA assessment
area) in 1996, BOMC originated 76 loans to whites, and only 8 to African
Americans. BOMC's Index in this MSA in 1996 was 0.105. Meanwhile in this
MSA, BOFS originated 364 loans to African Americans, and 618 loans to whites
— Index 0f 0.589, 5.61 times higher than BOMC's. BOMC disproportionately
denies African Americans; BOFS disproportionately targets African Americans
for higher interest rate credit.

In the Fort Wayne IN MSA in 1996, BOMC originated 243 loans to whites, and
only 12 to African Americans. BOMC's Index in this MSA in 1996 was 0.049.
Meanwhile in this MSA, the higher interest rate BOFS originated 26 loans to
African Americans, and 120 loans to whites -- Index of 0.217, 4.43 times

higher than BOMC's. BOMC disproportionately denies African Americans; BOFS
disproportionately targets African Americans for higher interest rate credit.

In the Gary IN MSA (in both First Chicago's and Banc One's CRA assessment
area) in 1996, BOMC denied 39% of mortgage applications from African
Americans, and only 13% of applications from whites (a denial rate disparity
of 3.0). BOMC originated 98 loans to whites, and only 10 to African
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Americans. BOMC's Index (see supra) in this MSA in 1996 was 0.102.
Meanwhile in this MSA, the higher interest rate BOFS originated 85 loans to
Aftican Americans, and 151 loans to whites — Index of 0.563, 5.52 times

higher than BOMC's. BOMC disproportionately denies African Americans; BOFS
disproportionately targets African Americans for higher interest rate credit.

In the Grand Rapids MI MSA (see NBD's historical record in this MSA) in 1996,
BOMC originated 44 loans to whites, and NO LOANS to African Americans.
Meanwhile in this MSA, the higher interest rate BOFS originated 61 loans to
African Amencans, and 308 loans to whites — Index of 0.198, versus BOMC's
Index (and loans to African Americans) of ZERQ. BOMC disproportionately denies
African Americans from its marketing, BOFS disproportionately targets African
Americans for higher interest rate credit.

In the Indianapolis IN MSA (in both First Chicago's and Banc One's CRA
assessment area) in 1996, BOMC denied 21% of mortgage applications from
African Americans, and only 12% of applications from whites (a denial rate
dispanty of 1.75, see below). BOMC originated 671 loans to whites, and only
84 to African Americans. BOMC's Index (see supra) in this MSA in 1996 was
0.125. Meanwhile in this MSA, the higher interest rate BOFS originated 148
loans to African Americans, and 573 loans to whites — Index of 0.258, 2.06
times higher than BOMC's. Meanwhile, BOFS's denial rate disparity for African
Americans was 1.09, significantly lower than BOMC's. BOMC disproportionately
denies African Americans; BOFS disproportionately targets African Americans
for higher interest rate credit, including but not only through referrais (or
steering) from Banc One's banks/BOMC.

In the Lexington KY MSA (in Banc One's CRA assessment area) in 1996, BOMC
denied 28% of mortgage applications from African Americans, and only 9% of
applications from whites {a denial rate disparity of 3.11). BOMC onginated

479 loans to whites, and only 31 to African Americans. BOMC's Index in this
MSA in 1996 was 0.065. Meanwhile in this MSA, the higher interest rate BOFS
originated 20 loans to African Americans, and 41 loans to whites — Index of
0.488, 7.5times higher than BOMC's. BOFS's denial rate disparity for African
Americans was 1.28, significantly lower than BOMC's. BOMC disproportionately
denies African Americans; BOFS disproportionately targets African Americans
for higher interest rate credit.

In the Louisville KY MSA (in Banc One's CRA assessment area) in 1996, BOMC.
denied 24% of mortgage applications from African Americans, and only 11% of
applications from whites (a denial rate disparity of 2.18). BOMC originated

476 loans to whites, and only 19 to African Americans. BOMC's Index in this
MSA in 1996 was 0.040. Meanwhile in this MSA the higher interest rate BOFS
originated 41 loans to African Americans, and 194 loans to whites — Index of
0.211, 5.28 times higher than BOMC's. BOMC disproportionately dentes African -
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Americans; BOFS disproportionately targets African Americans for higher
interest rate credit. )

In the Milwaukee MSA in 1996, BOMC denied 23% of mortgage applications from
African Americans, and only 8% of applications from whites (2 denial rate
disparity of 2.88). BOMC originated 335 loans to whites, and only 17 to

African Americans. BOMC's Index in this MSA in 1996 was 0.051. Meanwhile in
this MSA, the higher interest rate BOFS originated 37 loans to African

Americans, and 85 loans to whites — Index of 0.435, 8.53 times higher than
BOMC's. BOMC disproportionately denies African Amencans, BOFS
disproportionately targets African Americans for higher interest rate credit.

In the Phoenix AZ MSA (in Banc OneA£s CRA assessment area) in 1996, BOMC denied
12% of mortgage applications from African Americans, and only 6% of
applications from whites (a denial rate disparity of 2). BOMC originated

4,646 loans to whites, and only 48 to African Americans, and only 270 to
Hispanics. BOMC's Hispanic Index in this MSA in 1996 was 0.058 (see supra);
BOMC's African American Index in this MSA in 1996 was 0.010. Meanwhile in
this MSA, the higher interest rate BOFS onginated 173 loans to Hispanics, 33
loans to African Americans, and 952 loans to whites -- Hispanic Index of

0.182, 3.14 times higher than BOMC's; BOFS's African American Index 1n this
MSA was 0.035, 3.5 times higher than BOMC's. BOMC disproportionately denies
African Americans; BOFS disproportionately targets African Americans for
higher interest rate credit.

In the Springfield [ MSA in 1996, BOMC denied 40% of mortgage applications
from African Americans, and only 11% of applications from whites (a demial

rate disparity of 3.64). BOMC originated 102 loans to whites, and only 2 to
African Americans. BOMC's Index in this MSA in 1996 was 0.020. Meanwhile in
this MSA, the higher interest rate BOFS originated 4 loans to African

Americans, and 29 loans to whites — Index of 0.138, 6.9 times higher than
BOMC's. BOMC disproportionately denies African Americans; BOFS
disproportionately targets African Americans for higher interest rate credit,
including but not only through referrals (or steering) from BOMC.

In the Toledo OH MSA in 1996, BOMC originated 144 loans to whites, and only 6
to African Americans. BOMC's Index in this MSA in 1996 was 0.042. Meanwhile
in this MSA, the higher interest rate BOFS originated 20 loans to African
Americans, and 87 loans to whites — Index of 0.230, 5.48 times higher than
BOMC's. BOMC disproportionately denies African Americans; BOFS
disproportionately targets African Americans for higher interest rate credit.

In the Tuscon AZ MSA (in Banc One's CRA assessment area) in 1996, BOMC denied
18% of mortgage applications from African Americans, and only 7% of
applications from whites (a denial rate disparity of 2.57). BOMC originated



800 loans to whites, and only 15 to African Americans, and only 97 to

Hispanics. BOMC's Hispanic Index in this MSA in 1996 was 0.121 (see supra);
BOMC's African American Index in this MSA in 1996 was 0.019. Meanwhile in
this MSA, the higher interest rate BOFS originated 126 loans to Hispanics, 9

loans to African Americans, and 242 loans to whites — Hispanic Index of

0.521, 4.31 times higher than BOMC's; BOFS's African American Index in this
MSA was 0.037, 1.95 times higher than BOMC's. BOMC disproportionately denies
African Americans; BOFS disproportionately targets African Americans for

higher interest rate credit.

In the Yuma AZ MSA (in Banc One's CRA assessment area, and where BOMC has been
charged with discrimination by the Arizona Attorney General) in 1996, BOMC
denied 30% of mortgage applications from African Americans, and only 16% of
applications from whites (a denial rate disparity of 1.86 - see infra). BOMC
onginated 33 loans to whites, and only 14 to Hispanics. BOMC's Hispanic
Index in this MSA in 1996 was 0.424 (see supra). Meanwhile in this MSA, the
higher interest rate BOFS originated 21 loans to Hispanics, and 21 loans to
whites ~ Hispanic Index of 1.000, 2.36 times higher than BOMC's. BOFS's
denial rate disparity for Hispanics was 1.15, significantly lower than BOMC's.
BOMC disproportionately denies African Americans; BOFS disproportionately
targets African Americans for higher interest rate credit.

[n the Wilmington DE MSA (where Banc-One/First USA has a CRA duty), the high
interest rate BOFS made 25 loans to African Americans, and 25 loans to whites
-- lotally out of proportion to the demographics of, and other lenders'
lending in, this MSA. BOFS disproportionately targets African Americans for
higher interest rate credit.

Of most concern to MPGis Banc One's
and its subsidiaries’, particularly BOMC's and BOFS's, deficient
fair lending and CRA performance, in markets throughout the country, as set
forth above and as will be futher documented in this proceeding, including at
the requested evidentiary hearing.

[More to follow, including:
C. Banc One Imposes ATM Surcharges - On Its Own Customers

III.  THIS PROPOSED MERGER WOULD HAVE SIGNIFICANTLY
ANTICOMPETITIVE EFFECTS, AND SHOULD BE DENIED.

The FRB cannot approve any proposal under Section 3 of the BHC Act which
would substantially lessen competition, unless the anticompetitive effects are
clearly outweighed in the public interest by the convenience and needs of the
community, 12 U.S.C. °1842(c). Convenience and needs aspects do not outweigh
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CONCLUSIONS REGARDING BANC ONE LENDING IN MSA AND NON-MSA AREAS

Bank One Wisconsin is the third largest commercial institution in Wisconsin. The bank

accounts for 12.5% of all bank assets, 10.5% of all bank deposits, and 13.6% of all loans within the
state. Given the institution's size and financial condition, there appears to be no factors which would
limit its ability to meet the credit needs of under served communities, low to moderate income home
borrowers, small businesses and small farms. However, as our analysis shows:

*

Conventional home ownership loans to low fo moderate income borrowers is weak. Banc One

and its subsidiary lenders are capturing only 2.6% of all low to moderate income MSA HMDA
loan market shares and 2.3% of all dollar amounts for the state.

The majority of small business lending is targeted to larger businesses. Of the 5,912 FFIEC
small business loans reported in 1996, 59.5% of all loan numbers and 62.1% of all doliar
amounts were originated to businesses with gross revenues of over $1 million.

Small farm lending is extremely weak. Despite the fact that both MSA and non-MSA
assessment areas include over 36% of the state's total farm numbers, Banc One and its
subsidiaries are originating only 1.2% of ali FFIEC reportable small farm loan numbers and
2.5% of all dollar amounts for the state.

Participation in state and federal guaranteed programs is weak, especially in non-MSA areas.
Of the 1,280 HMDA conventional loans originated statewide in 1996, only 8% of all loan
numbers and 5.4% all dollar amounts were guaranteed under the WHEDA/HOME program. In
non-MSA areas, 5.5% of loan numbers and 3.6% of all dollar amounts were under guarantee.
No FSA FO or OL farm loans were under guarantee in 1996. Of the 1,630 small business loans
totaling $131.3 million only 3.2% of all dollar amounts are under SBA guarantee. Likewise, in
non-MSA areas, 3.6% of all dollar amounts are under SBA guarantee.

Lending outside of assessment areas is weak, especially in lower-income non-MSA areas.
Non-MSA low to moderate income counties received only 4.5% of all loan numbers and 2.4%
of all dollar amounts of Banc One HMDA originations. Likewise, low to moderate income
counties received only 3.7% of all loan numbers and 3.7% of all dollar amounts of FFIEC small
business originations. Only 10 small farm loans, totaling $1,169 million, were originated by
Banc One in low income non-MSA counties.

Before granting final approval to the application, we believe there are still a number of questions

regarding lending and reinvestment performance which need to be addressed.

*

Specifically, is Banc One Mortgage Corporation's lending used to assess Bank One Wisconsin's
overall CRA performance? If so, why are so few loans being made in non-assessment area low
income MSA and non-MSA counties in the state by the Mortgage company (we assume their
assessment areas can include all of Wisconsin)?

13
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Board of Governors of the Federal Reserve System _ | SaR ries -
Attn: Ms. Jemifer J. Johnson, Secretary - -
20th Street and Constitution Avernue - -
Washington, D.C. 20551 - I
] gl .
RE. TIMELY COMMENTS.AND HEARING REQUEST NI omm
BANC ONE CORPORATION'S PROPOSED ACOUISTITON Q RST- 7

CHICAGQ NBD AND ITS SUBSIDIARIES AND ALL RELATED

APPLICATIONS AND NOTICES

Dear Secretary Johnson and others at the FRB:

On behalf of the Delaware Community Reinvestment Action Council ('DCRAC), this is a
supplemental comment in opposition to the aforementioned application.

DCRAC’s detailed comments are included in the supplemental comments submitted by Inner City
Press /Community on the Move, dated July 7, 1998.

In addition. we reiterate that a public meeting is an imperative in this application, particularly in
Indiana--which is most adversely impacted by this merger.

This proposed merger highlights anti-trust issues, particularly in Indiaga. In add:tr‘c‘m, the
announced plans to decrease competition in the mortgage credit arena—~shrinks competition
among mortgage products even further (loss of mortgage credit from Banc One and FCC).

This proposal raises several consumer concerns. Already raised before the Federal Reserve Board
during Bapc One’s acquisition of First USA are our concemns with Banc One's fair lending

practices such as the practice of dxsproportmnatcly kigh Jending to minority bosrowers through
Banc One Financial Services (a kigh interest rate predatory Jender). Bank One’s banks—normal

interest rate lending affiliate/subsidiary on the other hand disproportionately excludes minority
borrowers. In 1996, Banc One Financial Services saw & 319% (from 7805 in 1995 to 32,712 in
1996) increase in lending over 1995,

Our mission iz “to ensurc equal sccess to credit aod capital
for the under served populations and communitics throughout Delaware

through Education, Advocacy, and Legidation”

07,14 '98 12:82
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Our conclusions are that Banc One

2) secks competition for non-minority and upper income families—thereby offering them lower
priced products and services, and

b) secks opportunities to fleece the minority and lower income communities--thereby surcharging
race and income.

These are serious community concerns and oan these grounds alone the application should be
denied.

Banc One intends to meet its responsibilitics under the Community Reinvestroent Act by

2) sbandoning the very mechanisms that would raake CRA happen . For example, on page 8
of the June 18, 1998 response (“response”) to our comments, Banc One states, “the sale
of small town branches to strong community baaking organizations that focus on meeting
the needs of small communities is consistent with BANC ONE's efforts to address the
convenicnce and needs of consumers,” This is a clear representation of what Banc One
believes CRA to be and how Banc One intends to abandon CRA responsibilities and
obligations. On these grounds alone, this application must be denied.

b) meeting them through predacious practices. ¥or example, at 12 of the response, Banc
One states (in response to our allegations that Banc One engages in pricing discrimination
by disproportionately targeting and lending high-priced products through finance
companies to minorities while disproportionately excluding them from normal rate
products), “such data merely reflects that BOFS is effectively meeting the credit needs of
minorities who otherwise might not be able to obtain credit.” This standard excuse for
fleeciag minorities actually assumes that the Bank considers that minorities are not credit
worthy borrowers. This raises serious concern for our communities.

c) reverse redlining. For example, again at 12 of the responsc, Banc One states, “it is clear
that BOFS is not &n active first mortgage lender ta which credit worthy BOMC home
buyers are steeted. ... To the contrary, the data shows that BOFS is effectively working to
meet the credit nceds of individuals who may not be able to obtain credit from other
sources.” Supporting our claims earlicr that Banc One seeks to profit from our lower
income and minority communities, this equity drain from our commumties is B geficus
concern which needs serious review.

d) denying African Americans residential loans. For example, at 12 of the response, Banc
Onc states, “In addition, the African America denial disparity bas dropped from 3:1 to
2.3:1". The fact that the denial disparity in New Castle County, for home morigages over
the past two years has stood at almost 1:1 (1:1.275 in 1996 and 1:1.25 in 1995), and the
fact that Banc One scems to be proud of denying African Americans more than twice as a
white applicant, raises more than just red-flags and demand serious review of Banc One’s
lending practices.

Banc One’s response to DCRAC concerns, while does not even merit a rebuttal, I will point out

the following:

i. DCRAC’s quarterly newsletter 8, Delaware CRA News, has & circulation of over 1,500.

18 In January, 1998, the newsletter called for advisars from the banking community and
volunteers fiom the banking community to form a Financial Advisory group to assist our
constituency on financial investment matters.

07,14 98 12:92
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iii. On March 12, 1998, First USA CRA officer expressed a desire to serve as an advisor from
the banking community.

iv. On May 12, 1998 (even after DCRAC was fully aware of the merger announcement),
DCRAC invited Ms. Steele of FUSA. Our [etter of invitation, third paragreph illustrates
our desire to educate our lending institutions. We state, “I also hope that you will take
with you an understanding of our organizational culture, our comnmnity concems, and our
vision for equity, parity, and access to credit and capital in cur community.”

V. DCRAC is a mission driven organization, We abide by our mission through education
(which includes our banking and regulatory community), advocacy, and legislation. It is
with an intent of educating our banking community, that DCRAC dc:lemuncd to seek
advisors from the banking community.

Vi Finally, on FUSA’s CRA record. I will let Banc One’s response show its inadequacy.,

We have also raised concerns about Banc One’s fee gouging practices. In response to these
alicgations, Banc One sites & Fed order (at 10 of the response). I must argue that this merger
poses anti-trust concerns--and here is the dilemma. Our concerns are with the convenience and
needs of our comumunities. Obviously, higher fees and surcharges on our lower income and
minority community is a convenicnce and needs 1ssue. Most importantly, we continue to argue
that the potential to sct monopolistic pricing on products and secvices harm not just our lower
income and minority communities—but consumers of banking products and services. Therefore,
this is as much a convenience and needs issue as an anti-trust issue.

To close, Banc One’s current record is abysmal. The proposed metger cannot serve the
convenience and needs of our communities. For Delaware, this proposed merger will have a
devastating effect. FCC is a lead limited purpose bank in the area of housing. FCC’s investments
in our housing counseling profession and through purchase of full service bank’s fower priced
portfolic mortgages are some examples of the critical role that FCC has played in our community.
Banc One’s disdain for communities in general (and particularly our community), will have a
scrious adverse impact on affordable housing in Delaware. We do not want FCC to be lost to
Banc One. This merger should not be allowed.

Again, we request that a public hearing be conducted on this proposed merger application and
that this merger application should be denied. I you have any questions, please do not hesitate to
call me at 302-654-5024.

Sincerely,
@—: AXA_/

Executive Director

07,14 '98 12:52



TESTIMONY

PROPOSED MERGER
BANK ONE AND FIRST CHICAGO NBD CORP

FEDERAL RESERVE BANK OF CHICAGO
CHICAGO, ILLINOIS
THURSDAY, AUGUST 13, 1998
1:30 P.M.

L Primary Mission and Target Market

I1. To Date:

14 Graduates of first Small Business Development  Class

18 Signed up for new class starting August 29, 1998

28 people on the waiting list for the next class

Also starting support association to assist not only graduates but
other small minority and low-income businesses

¢ ¢ & @

1. Funding the project:

e Received two Partnership IHinois Grants through the University of
Iltinois to begin project

e Received matching funds from several local banks including Bank
One to cover the cost of additional expenses associated with
graduation, kick-off reception, etc.

e Secking matching funds from the City of Champaign

e Have proceed to second round of Community Development
Financial Institutions (CDFI) Technical Assistance Grant
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In 1991 as the Assistant Executive Director of the Housing Authority
of Champaign County, I was appointed to serve on the Bank One
Community Reinvestment Advisory Committee to assist the bank in
developing strategies and policies to serve the needs of low and
moderate income neighborhoods. Iserved in that capacity until 1995.
During those four years, I saw Bank One work diligently and
proactively to meet the banking needs of the low to moderate income
neighborhoods as well as those of other income groups. As a result,
and because of another collaborative effort between banks such as
Bank One, city government, and grass root and community
organizations such as the Illinois Center for Citizens’ Involvement,
Champaign County has an outstanding program to help the low and
moderate-income households become homeowners.

Consequently, when we started this small business venture in the
spring of 1997, Bank One was one of the first financial institutions we
called to the table to partner with us. They had already showed great
leadership in community collaboration in the homeownership area and
we knew they would jump at the chance to do the same in the small
business development area.

We the memberships of the Community Collaboration For Economic
Development of Champaign County (CCED) wholeheartedly endorse
the proposed merger between Bank One and the First Chicago NBD
Corporation. We believe that this merger will be good not only for
both of these financial institutions, but for the total communities they
serve as well. Thank you.



V.

Leadership from Bank One

What does all of this have to do with Bank One and the proposed
merger? Well, In our efforts to put this community collaboration
together, Bank one has been there every step of the way from the
beginning. They were at the table at the first meeting that took place
in the spring of 1997; and have continued to provide leadership on the
commiftee as a2 whole and in various sub-committee meeting
specifically the alternative funding committee, the future funding
committee, the mentoring committee, and the small business
development workshop commitiee.

They have provided leadership in the form of staff and financial
resources to the CCED. Staff support includes Ms. Beverly Meek
who their Community Reinvestment Officer out of their Springfield
office and Mr. Eric Patrick, who is Vice President of Business
Banking in the Champaign Office. Bank One has led the way in
sponsoring financially various aspects of the CCED operations where
we needed to partner with local financial institutions in continuing and
expanding the operations of our community collaboration.

For example, when the CCED decided it needed to develop a
revolving load fund because the majority of our participants in the
first small business development class did not meet the criteria for
traditional funding, Bank One staffers were again at the table
providing leadership in developing new and innovative strategies to
bridge the gap in meeting the needs of the low-income and minority
business community.

Finally, I must add that working with Bank One in developing this
outstanding entrepreneurial program for the CCED was not my first
encounter with Bank One and its proactive and progressive stance in
reaching out to meet the needs of the low-income and minority
community.



Aber, Mark Hambrick, Robert & Hazel Mirgain, Shilagh
Depantment of Psychology Hambrick's Maintenance Services Department of Psychology
CAMPUS MAIL PO Box 6146 CAMPUS MAIL

MC-716 Champaign IL 61826-6146 MC-716

3336999 Fax: 244-5876 359-4541 Pager: 398-0533 328-4636

Committees: Alternative Financing, Committees: Chair: Workshop, Committees; Future Funding,
Strategic Planning Strategic Planning Workshop

Adams, Paul Hunt, Gladys Mocre, Thom

Library and Information Science Community Qutreach Coordinator Psychological Services Center
112 LIS Psychological Services Center 505 E. Green, Room 329

501 E. Daniel, MC-493 505 E. Green Third Floor MC-441 Champaign, IL 61820
333-5218 Fax: 244-3302 Champaign IL 68120 333-0041

Committees: Chair: Alternative Financing, | 333-0041 Committee: Publicity

Committees: Workshop, Mentoring

Anderson, Al Kubetz, Rick Motley, Rebecca
[fl. Employment Training Center Champaign County Chamber of Commerce; Benchmark Financial Consultants
1008 West University 1817 South Neil St. #201 PO Box 6243
Urbana IL 61801 Champaign IL 61820 Champaign, IL 61826
333-2393 x230 Fax: 244-6204 359-1791 352-9780 Fax: 352-9788
Commitiee: Workshop Committee: Publicity Committees: Workshop,
Strategic Planning
Eder, Jeffrey McWilliams, Valerie Nafziger, Brian
Greater C-U Economic Partnership Directing Attorney Champaign County RPC
1817 S. Neil Suite 201 Land of Lincoln Legal Assistance 1776 East Washington
Champaign IL. 61824 1817 S. Neil St, Suite 203 Urbana IL 61802
3514133 PO Box 7234 328-3313
Committee: Champaign IL 61820-7234 Committee: Alternative Financing
356-1351 Fax: 356-7621
Committee: Alternative Financing
Gillon, David Meck, Beverly Neil, Margaret
Assistant Vice President Reinvestment Act Officer, Bank One Dorsey Homes Resident Council
Busey Bank Champaign East Old State Capitol Plaza 1101 Dorscy Drive, Apt. D
909 W. Kirby PO Box 19266 Champaign, IL 61821
Champaign, I1. 61821 Springfield, IL 62794-9266 356-5791
320-5241  Fax: 326-5282 1-800-528-2870 x3261 Fax: 522-7482 Committee:
Committee: Committee: Alternative Financing




Griggs, Al

Meihoefer, Barbara

Page, Joe

Wilkinson, William J.

NAACP Chair Publications Services ‘Worden Martin Small Business Development Center
1727 Georgetown Rd. 1802 S. Duncan 1404 N, Dunlap 2525 Federal Drive, Bldg #11, Suite
Champaign IL. 61821 Champaign, II. 61821 Savoy, IL. 61874 110
359-9020 Fax: 359-0983 398-2060 Fax: 398-3923 352-0462 Fax: 352-9462 Decatur, IL 62526
Committees: Chair: Mentoring, Committees: Chair: Future Funding, Committees: Chair; Strategic Planning, 875-8284 Fax: 875-8288
Strategic Planning Publicity Chair: Publicity, Mentoring Committee: Workshop
Williams, Ervin Schomberg, Steve, Associate Chancellor | Vacellia P. Clark, Human Relations Officer Brooks, Mary
Restoration Urban Ministries Continuing Education City of Urbana 1210 W. Beslin
1207 North Mattis Alton & Public Service 400 South Vine Street, PO Box 219 Urbana IL 61801
Champaign IL 61821 Swanlund Administration, MC-304 Urbana IL 61801-0219 382-3618 W (summers off)
355-2662  Fax: 355-4547 (call first to turn)| 333-8846 Fax: 244-4121 384-2466, fax: 384-2426, home359-1299 328-3156 H
Committee: Workshop Commitiee; Mentoring
Woolsey, Connie Ruedi, Andrea Swim, Mitchel L. Johnson, D. Darlene
First of America Bank Chamber of Commerce Vice President Commercial Division Assistant Vice President & Branch
507 South Broadway 1817 South Neil Strect, #201 First of America Bank Manager
Urbana IL 61801 Champaign [L 61820 30 Main Street, PO Box 4038 First of America Bank
255-6950  Fax: 255-6960 359-1791 Fax: 359-1809 Champaign IL 618244038 1771 West Kirby Avenue
Committee: Committee: 363-4061  Fax: 363-4065 Champaign IL 61821
Committee: Future Funding 363-4076 Fax: 351-9240
Committee: Strategic Planning
Geerdes, Cynthea Heumann, Leonard Amstrong, Kim
University of [llinois Urban & Regional Planning Provena Covenant
241 Law Building 111 Temple Buell 1400 West Park
MC-5%94 MC-5373 Urbana IL 61801
244-9494 Comumittee: 337-2433
Commiftee: committee:
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Adkisson, Theodore & Rose Cooper, Randy Littleton, Kathy Sugps, Eugene
1207 Gertrude Drive Thrifty Nickle Happy House Daycare 2105 Robert Dr.
Champaign [L 61820 61 East University 1311 East Florida Avenue Champaign [1. 61821
859-7006 Champaign IL 61820 Urbana IL 61801 356-4793

356-4804 3440123
Alexander, Muriel E. Davis, Andrew Maatuka, Jamal Trent, Dr. William
Savoy Travel 515 North Market Street Black Thoughts Associate Chancellor
315 S. Dunlap Champaign IL 61820 PO box 3212 368 Education Building Policy Studies
Savoy IL 61874 352-3859 Champaign IL 61826 MC-708
398-1212 356-6274 333-6153
Banks, Samuel Dunlap, Roger D. Mormis, Cora Vonner, Brenda
Executive Direclor Realtor 2401 Roland Drive The Upper Cut
Cunningham Children's Home Coldwell Banker/Devonshire Realty Champaign IL 61821 809 South Neil Street
1301 N. Cunningham Ave. 2506 Galen Drive Champaign [L 61820
Urbana IL. 61801 Champaign IL 61821 359-1993
367-3728 x107 398-8900
Banks, Walker B., Owner Gray, Rosetta Page, Joc Warren, Odell & Karen
Banks Business Machines Peter Pan Day Care Vice President Owners
1406 Glendale Drive 1108 N. Harvey Worden-Martin Southern Cooking
Champaign IL 61821 Urbana IL 61801 1404 N. Dunlap 705 S. Glover
359-5351 367-2812 Savey IL 61874 Urbana IL 61801

352-0462 344-6326
Blackman, Dawn Griggs, Alvin 8. Patrick, Eric Williams, Preston
Motherland Art and Design Colony Square Cleaners Vice President Assistant Superintendent for Human Re
206 North Randolph 1727 Georgetown Drive Bank One Urbana School District #116
Champaign [L 61820 Champaign IL 61821 201 W. University Administration Building
398-2787 359-9020 Champaign IL 61820 PO Box 3039
353-4212 Urbana IL 61803 384-3641
Blackmon, William Hambrick, Robert & Hazel Pirtle, . W.
Bears Ribs Hambrick's Maintenance Services WBCP Radio
| 2020 South Philo Rd. PO Box 6146 PO Box 1023

Urbana IL 61802 Champaign IL 61826-6146 Champaign IL 61824
344-7427 3594541 359-1580
Colbert, Charles Johnson, DDS, Dr. Larry Rodgers, Professor Fred
Vice Chancellor for Administration 305 West Clark Curriculum & Instruction
& Human Resources Champaign IL 61820 315 Education Building
Rm, 517 Swanlund 352-9494 MC-708
MC-304 333-1844




Allen, Wendy

{011 N. Coler Avenue
Urbana IL 61801
337-6869

Mentor: Toi Colbert

Cotman, Margo

409 S. Maplewood
Rantoul IL 61866
893-0053 (h)

Mentor; Dawn Blackman

Henry, Nathaniel

811 E. Oakland

Urbana IL 61801

398-3400

Mentor; William Blackmoen

Randall, Linda

#1 Rebecca

Urbana IL 61802

3514409 (w) 367-1520
Mentor: Bob & Hazel Hambrick

Brooks, Mary
1210 W. Beslin

Urbana I 61801
384-3618 (w) 328-3156 (h)
Mentor: Muriel Alexander

Cowper, Teressia J.

608 Phillips Drive

Champaign IL 61820

344-0721 (w) 366-0253

Mentor: Bob & Hazel Hambrick

Johnson, Isaiah

1102 E. Pennsylvania Avenue
Urbana IL 61801

384-3550 (w) 384-7439 ()
Mentor: Roger Dunlap

Robinson, Melanie

302 E. Park Ave,, #304
Champaign IL 61821
239-4919

Mentor; Brenda Vonner

Brown, Patricia

912 Wascher Drive

Urbana IL 61801

1-800-626-9911 x8619 (w) 344-0464 (h)
Mentor: Odell & Karen Warren

Gilbert, William

#5 Lakeside Terrace
Urbana IL 61801
36740525 (h)

Mentor: Samuel Banks

Muhammad, Kimberly
502 W. Vine
Champaign IL 61820
355-3746 (h)

Mentor: Walker Banks

Williams, Seon

1403 W. Beech
Urbana IL 61801
384-1997

Mentor: Ted Adkisson

Bucknerboone, Eunice M.
2402 S. Burlison Drive
Urbana IL 61801

344-0721 (w) 337-7440 (h)
Mentor: Charles Colbert

Grady, Linda

1201 S. Lierman

Urbana IL 61802

344-0721 (w) 328-9157 (h)
Mentor; Fred Rodgers

Powell, Day

903 North Busey Avenue #1
Urbana IL 61801

367-9560

Mentor: Rose Adkisson




Community Development Financial Institutions Fund Technical Assistance Grant
Application

Part I1. Eligibility Materials
A. Primary Mission and Target Market

The Community Collaboration for Economic Development (CCED) is a relatively
young organization. It was initially convened as an informal community group in June of
1997, comprised of representatives from the African-American business community,
municipal government, non-profit civic groups, and the University of Illinois. In the
spring of 1998, the CCED was legally incorporated as a non-profit organization. During
its first year of operation, the group pursucd and accomplished four primary objectives:
(1) the development and implementation of a business education workshop series targeted
to low-income and minority persons; (2) the development and implementation of a
mentoring program designed to pair each workshop participant with a successful business
mentor who assisted the mentee in developing his or her business plan, in securing
financing, and ultimately in opening a business, (3) the development and maintenance of
a library of business related material relevant to the target group, and (4) the organization
and maintenance of a community collaboration to facilitate pursuit of the first three
objectives and to identify, and make plans to address additional barriers to the
development of low income and African-American businesses in Champaign County,
particularly the problem of financing such persons attempling to start new micro-
enterprises and small businesses.

To date, the CCED has not provided loans nor made any development
investments. The developmental services (business education workshop and mentoring
services) that we have provided have been targeted 1o persons living in the proposed
CDF[ investment arca and to members of the proposed CDFI target population. In the

first class of workshop graduates, 93% (13/14) were Afrlcan American, and 83% (10/12)
lived in the investment area.

The mission of the Community Collaboration for Economic Development is to
create an on-going economic development project to increase the number of businesses
within the low-income and minority population in Champaign County. The mission is to
develop human capital and promote unique ideas through business education, technical
assistance, and targeted economic development programs.

The purposes of the organization are described in Article I1, Section 1 of the By-
laws. Specifically, this section states: “This corporation has been formed for the
following charitable, scientific, and educational purposes:

(a) combat community deterioration by increasing the number of businesses
within the low-income and minority populations throughout Champaign County;

P
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(b) provide instruction and training of the individual for the purpose of improving
or developing his or her capabilities;

( ¢) provide instruction of the public on subjects useful to the individual and
beneficial to the community;

(d) conduct scientific research for the purpose of aiding in the scientific education
of college or university students;

(e) conduct scientific research for the purpose of aiding the Champaign County
low income and minority community by encouraging the development of industry in the
community;

(f) promote social welfare by Icsscnmg nelghborhood tensions or eliminating
prejudice and discrimination;

(g) provide financial and let,hmcai assistance to businesses owned cither by the
needy or by others who employ the ncedy

In addition, this corporation is formed for the purposes of performing all things
incidental to the achievement of the f0reg01ng specific and primary purposes. The
corporation shall not, however, engage in any activities or exercise any powers that are
not in furtherance of its specific and primary purposes.”

B.  Financing Entity Requirements

The predominant business activity of the CCED s not, currently, the provision of
loans or development investments: x

As described above, our work to date has focused on the development and
delivery of developmental services. In the initial meetings of the steering committee,
several barriers to the development of new small businesses in Champaign-Urbana’s low
income and African American communities were identified. These included lack of
business education, lack of access to finances, failure of local developers to recognize the
market potential of the area, and lack of organizational support for existing low income
and minority businesses. While the collaboration has interest in addressing each of these
barriers, the initial set of activities of the CCED were educational: business workshops,
the creation of a business plan, and the assignment of a mentor. These activities were
designed to encourage and assist low income and minority people who had an interest in
entering business. Having successfully created these developmental services, the
members of CCED committed themselves to assuring that financing would not continue
to be out of reach for the people who attended the workshops. To really impact the leve!
of business activities in the designated area the financial opportunities would have to be
expanded. Consequently in addition to the above development activities CCED began
pursuing the creation of a Revolving Loan Fund (RLF)} with the mission of assisting low
income/minority entrepreneurs,

We are currently working, in addition to pursuing CDFI Technical Assistance
funds, to develop the capacity to provide loans to the residents of our investment area and
anticipate that by the fall of 1999, our predominant business activity will be the provision

of loans. In pursuit of this the CCED has developed a proposal which will be presented
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to a local council of bank presidents. The proposal describes a revolving fund of
$150,000 created by the contributions from the banks on the council. The money would
be administered by the CCED as alternative financing for high risk commercial loans
(higher LTV, flexible credit terms and standards), and would result in new minority/low
income businesses.

The attached financial documeént (Appendix D) contains the revenue and expenses
of the Community Coltaboration for Economic Development for FY 1997, its only year of
existence. CCED was funded by a one year seed grant of $15,000 from the University of
Illinois’ Partnership lllinois Initiative. Because this was a university supported grant, the
accounting procedures were carried out by the university accounting office and monitored
through the business office of the psychology department. In FY 1998 the CCED will
assume responsibility for maintaining its own financial records.

The accounting summary reflects two accounts to which revenue and expenses
were charged. The first includes only ‘the grant award from the University of lllinois.
The second includes donations made to CCED from non-university sources.

The money we received was spent on salaries, benefits, supplies, travel, and
services. As of May 1, 1998 when we had received the last official summary from the
Untversily Accounting Office, the CCED had spent §9,101.62, encumbered $2,688.45
and carried a balance of $3209.93 of the $15,000 awarded through partnership Ilinois.
Specifically, a psychology department graduate student was hired for 50% time to serve
as the project coordinator. The remaihder of the funds were used to develop and purchase
business workshop materials. In addition services such as postage, printing/copying,
photography and catering were purchased. Two trips were taken, one to the South Shore
Bank in Chicago and the other to Arcola. Illinois. The first trip was to meet with bank
personnel and learn how a community bank operates, where it funds come from, how and
to whom it made loans, and how successful it was, The second trip to Arcola was made to

describe the CCED with a potential finder (Mennonite Economic Development
Association).

The second statement reflects funds donated to CCED by local banks and the
charge of $20.00 to each workshop participant, More important than the amount of the
bank's contribution is the relation the organization has with local financial institutions
and the commitment they have to CCED’s efforts. To date the CCED has made deposits

of $3060.00 and spent that same amount. The expenditures were for supplies and
services. ‘

C. Map of Investment Area _

Please see Appendix E for a map of the investment area.
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D. Studies or Analyses of Unmet Needs

Our analysis of unmet needs is based on (1) the current status of minority
businesses in the Champaign-Urbana area, (2) the geographical lending patterns of local
banks, as best as can be determined from available documentation, and (3) our own
survey of available federal, state, and local financial resources targeted to nontraditional
business men and women.

S  Minority Busi

Compared to their representation in the population, minority owned businesses are
underrepresented in both number and sales in Champaign County. According to the 1992
Economic Census data, as supplied by the Illinois Department of Commerce and
Community Affairs (DECCA), Black-owned firms make up 3% of the total (while
African-Amcericans represent roughly 15% of the population). Other cthnic minority
businesses comprise an additional 3%. Sales volume for the same groups combined
(334,377M) represent 1% of the total sale volume for the County (over $2.5 billion).
Black-owned firms sales volume comprise less than 3/ 10ths of one (1) percent or $6.9
million. Furthermore, minority businesses comprise 8% of the total number of businesses
with employees. Black-owned firms with employees comprise 1% of the total or 23 in
number. The latter's sales volume represents only 2/10ths of one percent.

Local Lending Patterns

It is difficult to measure the market for micro-lending. The 1996 Community
Reinvestment Act (CRA) Aggregate Reports for business loans for Champaign County,
which includes the proposed CDF1 Champaign-Urbana investment area does not break
out the disposition of loans under $50,000. Moreover, this report does not distinguish
between loans made to residents of an.area versus those made to business owners, thus
obscuring our ability to assess the extent to which the needs of area residents are being
met. However, the report does show that the majority of loans originated were for
amounts under $100,000. The CRA Report uses HUD criteria for designating areas as
low, modcrate. middle, or upper income. Five tracts in the low income group also fall in
our proposed CDFI investment area. Only 85 loans, or 5%, were made in these census
tracts. While race is not reportable for business loans; of the five low income census
tracts in Champaign County which received loans, (2.00, 3.00, 4.00, 59.00, 60.00) three
tracts (3.00, 59.00, 60.00) have minority populations ranging from 22.% to 70%,
according to the 1990 census. See attached report (Appendix G) for the number of loan
originations extended in low income areas compared to the middle and upper income
areas. Data to determine the numbet of denials was not available.

g ¢ Local Financial and Other Business-related R

The key constraint for low-income entrepreneurs is access to credit. Banks in
general have not been able to lend profitably to the smallest businesses, or
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microentrepreneurs dug 10 the high cost of processing and servicing of micro-loans.
Traditional federal and state government approaches to economic development have also
overlooked this segment. Most government programs provide only “gap” financing and
require that the majority of the loan be financed by a bank. CCED participants usually do
not qualify for conventional financing and are therefore ineligible for public financing
programs. Additionally, many of the government programs emphasize job creation tying
the loan amount to the number of jobs created restricting the amount and uses of the
funds. (See document in Appendix H for a listing of financial resources offered by city,
county, state, federal and private sources (o residents of our county).

There are numerous factors including lack of collateral, little or no equity and
poor credit which have made it difficult for banks and local government entities to meet
the needs of the typical CCED participant and microentrepreneur. The typical profile of
CCED participants is African-American, employed full-time with incomes at or below
the 80% median family income. Although we specifically target low income and African
Americans clients, those with higher incomes who lack access to credit are not excluded.
Businesses owned by higher income clicnts build a diversified client base that enables
clients to benefit more from networking activities, and will help CCED move towards
self-sufficiency in its micro-loan program.

The need for microbusinesses and technical assistance is further identified in the
City of Champaign FY 1995-1999 Consolidated Plan. The City ranks the need for micro-
businesses and technical assistance as one of the highest priority needs. (See Appendix I).

E. Developmental Services

The CCED has developed and implemented a 14 week business education
workshop series tailored to the specific needs of low-income and minority persons. The
goal of the workshop is that participants will graduate with a well-developed business
plan in hand and be prepared to seek financing. The topics covered in the weekly 3-hour
sessions include: legal issues (including types of business ownership, taxes, licenses and
permits, legal documentation, and contracts), marketing and site location, inventory,
accounting/bookkeeping, payroll, benefits, profit planning, human resources, retirement
planning, business plan preparation, loan packaging, and other financing.

Second, the CCED developed and implemented a mentoring program for
workshop participants which pairs each of them with a successful business person who
assists them in developing their business plan, in securing financing, and ultimately in
opening a business. The mentor relationship is encouraged to last indefinitely, 1o provide
ongoing support. In addition the CCED works to monitor the mentor-mentee
relationships, providing support to mentors and reassigning mentors as needs demand.
(See training manual for the mentors in Appendix J).
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F, Accountability

The CCED was created in response to a need that was expressed by residents of
the targeted investment area for educationa! and financial resources to start small
businesses. From the beginning, the organization has sought to be genuinely accountable
to these individuals. The mechanisms that thus far have been employed to promote
accountability of the CCED to the residents of the investment area and target population
reflect the developmental status of the organization. As the organizational structure of
the CCED changes to accommedaie its new activities, we plan to continue to
institutionalize target residents” participation in, and ownership over, the organization.

In our first year of operation, decision making in the CCED was by the consensus
of a steering committee that was composed of a wide cross-section of persons in the
county that had interests in, and expertise to lend to, the mission of the collaboration.
This group includes members of the invesiment area and target population (public
housing restdent council president and African-American business men and women), and
recently two graduates of our education workshop series. Also on this steering committee
are representatives from a range of local organizations whose missions are to provide
service 1o or work with residents of the investment area including representatives from
Restoration Urban Ministries, the NAACP, the Urban League of Champaign County, the
City of Champaign Neighborhood Services Department, the JTPA, and the Champaign
County Housing Authority. Similarly, representatives of the target population sit on the
board of directors of the CCED; our board president, Mr. Hambrick, our vice president
Mr. Griggs, and our treasurer Mr. Moore are all African-Americans who live in the
metropolitan area.

Additionally, residents of the investment area and target population serve on
several of the working subcommittees of the organization. Participation on these
committees is encouraged from individuals who participate in our business education
workshops. This reflects a strong ethic in the organization that individuals who benefit
from participating in the services provided should give back to the community by lending
their expertise and talents to the organization. It is our experience that when recipients of
our services take ownership of the erganization, both the recipients and the organization
benefit, We anticipate participation of this kind on both our new management and loan
committees., .

Finally, the organization openly invites consumer and public scrutiny and
comment on its activities. For example, an extensive evaluation and documentation
process is in place for the business education workshop and mentoring programs that
solicits participant satisfaction ratings, and suggestions for program modifications. Both
the second series of business education workshops, and the mentoring program were
changed significantly following feedback provided by program participants. Moreover,
we invite the public to evaluate our-work by holding a public graduation for participants
in the business education workshops.



ABSTRACT

This proposal request funds for the beginning phase of an economic development project designed to increase the
number of low income and minority businesses in Champaign.. Phase one, a business education workshop wilt provide a
unique service 1o a segment of the population historically unable to enter into the world of business. Once a participant
completes the workshop the goal is to securc a loan, and ultimately open a business with continued advise and counseling
provided by a group of experienced businesss people. Finally these workshops will themselves be repeated for others to gain
business knowledge and support. The long range goal of this project is to rekindle the energy of self determination within the
community.

A collaborative team of government, education, and business quite independently have discussed the personal and
structural barriers to starting a business. The proposed project addresses these barriers through a comprehensive business

'

education workshop which will consist of a human capital development stage and a technical assistance stage. The
uniqueness ol this workshop is the attention to personal preparation, the creation of a business plan, and a follow-up
mentoring stage, In the mentoring stage participants will receive personal coaching to execute their plan. In addition the
information collected for the workshops will be placed in a central location to assist with the follow-up and establishment of
an Information Center for anyone else in Lhe city interesled in going into business.

[t is our expectation that successful graduates of the warkshop will be an encouragement for others to consider
entering business. Implementation of the first phase of the proj'ect will permit the authors to submit proposals to the city and

other funding agencies to develop the remaining phases.
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business.
The workshop was conceived

. by the Hambricks, local minori-

ty business owners who be-
lieved that more minority-
owned businesses would spring
up if such a program existed.

“The program has been very
successful,” said Hazel Ham-
brick, who operates Hambrick's
Maintenance Service with her
husband.

“The participants are very
excited, highly motivated and
feel the anticipation of owning
their own business and making
a difference in the commaunity,”

she said.

The Hambricks developed the
program in conjunction with
Thom Moore, director of the Ul
Psychological Services (enter;
Mark Aber, a psvchology pro-
fessor; and Gladvs Hunt, com-
munity outreach program coor-
dinator in the psychology
department.

The Business Development
Workshop will be repeated for a
second group of local residents
at the end of April.

Those interested in parftici-
pating should contact Shilagh

Mirgain, the program coordina-
tar, at 328-4636. )

Workshop participants are
charged $20 to cover the cost of
materials.

Cowper said she regrenied on-
ly 1that the course had to end so
soon. She hopes her fellow par-
ticipants stay in touch.

“I rcally don't feel like I'm
ready to go out on my own,” she
said. "Even though I know my
menlors are going to be there,
I'm going to feel disconnected
when we all start our careers
and businesses.”

For ex-NFL star, success a state of mind

By DEBRA PRESSEY

News-Gazette Staf? Writer
CHAMPAIGN — Former Na-

tional Football League star

: Johnnie Johnson remembers

what it was like to be so poor he
had to wear the same shirt to
school every dav and learn to

. play football in a pair of bor-
" rowed runaing shoes.

When the sole fell off one of

¢ those shoes, he taped it back on

and kept going.
He recalls telling his mother:

- “There’s going to be a better
- life at the end of this rainbow.”

Today, a successful business-
man, Johnson said if there's one
thing he's learned in life, it's
this — people get exactly what

i they expect.

“H we're going 1o be success-
ful, we have to believe we'll be

i successful,™ he said.

Johnson was in Champaign on

' Tuesday, addressing the Com-

munity Collaboration for Eco-

- nomic Development, a group of

community leaders striving to
create more bhusiness opporiu-

nities within [
Champaign
County’s low-
income and
minority popu-
lation.
Johnson
grew up in
central Texas
in a family of
11 children.
He said he
made a critical
decision in his life at age 13
when he chose sports. It was
also the year his parents di-
vorced, and he set his own goal
to one day play in the National
Football League. His friends
said he was crazy, but he was
derermined, Johnson recalls.
Johnson became a sports star
in high school and at the Uni-
versity of Texas, and went on to
become the Los Angeles Rams'
Ng. 1 draft pick in 1980, signing
the team's first milion-dollar
contract.
Johnson played for the Rams
for 10 years.

JOHNSON

After retiring from football,
he put his skills to work in the
business world. He now owns
ERA Action Realty in Anaheim,
Calif., and JGJ Research Inter-
national, a personal develop-
ment company through which
he shares his winning strategies
with others.

Johnson said he hasn’t forgot-
ten where he came f{rom, and
how he got to where he is today,
and he urged other husiness
leaders 1o do likewise. :

He described his keys to suc-
cess this way: Believe in your
ability to succeed; adopt the
habits and the attitudes neces-
sary to reach your goals, and
establish your own expecta-
tions.

Setting your goals is critical,
he said. It's the basis of estab-
lishing good habits and a posi-
tive attitude.

Johnson also added this kick-
er: If you're going to succeed,
vou have to constantly adjust
your habits and attitudes as you
adjust your beliefs.

el
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Marlo Britton

211 West Tremeont
Champaign, IL 61820
363-0222

08 Nelson Ct.
Champaign, IL 61820
353-5236 h
398-2076 w

b 1g pd $20
PO Box 3362

Champaign IL 61824-3362
#363-1875 (h)

#333-4431 (W)

. ITremont
Champaign IL 61821
398-4829 (h)

401 E. Chalmers St, Apt. 312

Champaign IL 61820
3444941 h
352-3111w

Ken Davis

#4 Florida Drive
Urbana IL 61802
384-7840

Bradley Hunt

Sharicka Summers
1601 Gleason Drive
PO Box 591
Rantoul IL 61866
893-1513 h
892-2151w

S05E. South St
Fairmount IL. 61841
733-2379h

1101-C Dorsey Dr.
Champatgn I1. 61820
363-0213 h

356-9240 w

808 West Centennial
Champaign I 61821
359-0122 h
3334752 w

CCED Waiting List

12.

520

2212 CountrySquire Dr,
Urbana IL 61802
3676682 h
3334330 w

13. ]
7337 8. Shore Dr,
#417

Chicago IL 60649
773-933-0434h
312-326-4800 w

14.
1110 N Fifth
Champaign IL. 61820
351-8466 h
351-8466 w

15. §

hire
Drive, Apt. 10
Champaign IL 61821
352-4517h
244-0261 w

8
Champaign IL 61821
356-2723 h
383-3260 w

t Dr.

Champaign IL 61821
356-3352h
351-1853 w

18, 1
2803 Pine Valley Dr.
Champaign IL. 61821
352-5871h

244-6150 w

19. }
1805 Crescent Dr.
Champaign I1. 61821
355-9221h
378-3638 w

20. Shannon Cook
2709 Dale Dr.
Champaign IL. 61821
359-3139h
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23.

24,

25.

26,

27.

28.

Tracy Taylor

303 E. Clark Street, Apt. 10
Champaign IL 61820
356-7871h

Hector Trevino
320 Naples Drive
Rantoul, IL 61866
892-9039

Yolunda Peoples
1507 North Romine
Urbana IL 61801

(2 applications)
367-3662 h
337-5863 w

Jacqueline Davis
1410 1/2 West Hill
Urbana IL 61801
337-7533h

Mara Freeman
338 Henry Admin
MC-360

3-5318 w

(2 applications)

Barbara Grady

1005 N. Sixth
Champaign IL. 61820
351-8422h

Diane Mitchell
927 N. Linview
Urbana IL 61801
384-1743h
3526533 w

B A
1607 Sangamon Dr.
Champaign IL 61821
359-1320h

3843784 w




February 26, 1998

Dick Oneill

Bank One

201 W, University
Champaign IL 61820

Dear Mr. Oneill:

On behalf of the CCED (Community Collaboration for Economic Development), I want to thank you for your
generous support of our Business Workshop Kickoff Reception on February 1, 1998 at the Champaign City
Building. The event was well attended by workshop participants, mentors, committee members, and invited guests.
Without your support we would not have been able to celebrate this occasion.

For the next ten Tuesday evenings from 6:30-9:00 the Business Workshop participants will be attending sessions at
1508 Ridgeway Street at the Ridgeway Inn in Champaign. Presently, we are planning a graduation ceremony on
April 14, 1998. The guest speaker will be Johnny Johnson former wide receiver for the LA Rams. You are invited
to attend any of the Tuesday evening meetings to observe the workshops in action, We are serving fifteen
participants and hope we can assist several of them to enter business. You will receive a formal notification of the
graduation ceremony. Finally, consider this letter as an open invitation to attend any of the coordinating
committee's bimonthly meetings. The next meeting will be March 5™ from 10:30-12:00. It is also held at
Ridgeway Inn at 1508 Ridgeway Street in Champaign.

Again CCED appreciates your support and commitment to our project. If at any time you feel that you would like
to leam more about the project, please do not hesitate to contact me at (217) 333-0041.

Sincerely,

Thom Moore, Ph.D., Chair
Community Collaboration for Economic Development



Community Collaboration for Economic Development
505 E. Green, Third Floor
Champaign, llinols 61820

7) 333-0041 - Fax (21

January 13, 1998

Dear CRA Bank Officers:

We are writing to inform you of the progress of the development of the ten-week Business Development Workshop
sponsored by the Community Collaboration for Economic Development. The Community Collaboration for
Economic Development is a coalition of committed community leaders and concemed citizens from business,
banking, city government, education, religious, and economic development organizations. Started in the Spring of
1997, the Community Collaboration’s mission is to promote and support the development of economic self-
sufficiency opportunities and foster community progress through small business development for low-income and
minority persons living in the Champaign County area.

The Business Development Workshop is a ten-weck workshop where participants will learn the “how to’s” of
starting a small business. Workshop participants will actually put together a business plan, be paired with a mentor,
and develop a relationship with a financial institution for funding of their small business. Our pilot workshop will
begin with workshop participants attending a two-day Pacific Institute motivational workshop, “Steps to Excellence
Jor Personal Success”. This two-day workshop will take place on Saturday, January 31st from 8:00 a.m. until 5
p.m.; and Sunday, February 1* from 8 a.m. until 4 p.m. A two-hour training session for Business Mentors will
also take place on February 1* from 2 to 4 p.m. The Pacific Institute and the Mentor training will take place at
the City of Champaign Building, 102 North Neil Street in Champaign. Finally, we are planning a Kick-off
Reception immediately following the close of both the Pacific Institute and Mentor training. The Reception will
take place at the City of Champaign Atrium from 4 t¢ 6 p.m.

The ten weeks of workshop covering the fundamentals of business planning and development will begin on
Tuesday, February 3™ and continue for ten successive weeks on Tuesday nights from 6:30 p.m. until 9:30 p.m..
The Business Development workshops will take place at Ridgeway Center located at 1508 Ridgeway Street in
Champaign.

When we wrote the initial proposal for funding of this project last spring, many of you wrote letters of support for
the project. We received this grant to cover some of the expenses of developing the project along with a
commitment to leverage supporting funds from the community to cover additional costs. As such, we invite you to
share in the excitement of launching this important and promising venture in our community with your financial
support. As a supporter, your name would be mentioned in all promotional materials sent out by the Community
Collaboration. An attached budget outlines the committee’s needs as it relates to the two business development
and mentoring workshops, the Kick-off Reception, and two graduation ceremonies.

If you have any questions, or need any additional information, please feel free to contact Dr. Thom Moore, who
presides over the Community Collaboration for Economic Development committee at 333-0041; or Bob and Hazel
Hambrick, who chair the Workshop committee at 359-4541; or the Staff Associate, Shilagh Mirgain at 328-4636.
Thank you in advance for your cooperation and support.

Sincerely,

Thom Moore, Ph.D_, Chair
Community Collaboration for Economic Development Committee

TM:ct
Attachments



BUSINESS BANKING PERSONAL BIO

Meet Your Relationship Manager:
Eric L. Patrick,

Vice President

Business Banking Relationship Manager
Bank One, illinois, N.A.

201 West University Avenue
Champaign-Urbana, L. 61824

Phone: (217} 353-4212

Fax: (217) 351-3260

Eric Patrick hasn't just served small businesses - he’s run them,

Eric hrings business owners a wealth of practical experience, having managed banking
offices, a specialized lending division, and his own business consultancy over the past 25
years. As banker, his experience ranges from managing branch operations to running a multi-
million-dollar division dedicated to providing loans and other services to minority-and
women-owned husinesses. Refore joining Bank One. he put his knowledge to work as a
management and financial consultant to closely-held businesses in the St. Louis arca. Now,
as a Relationship Manager in our Business Banking Group, Eric has the expertise to connect
Champaign-Urbana clients with Bank One services that can help them prosper.

Put Eric's capabilities to work for you.

Among the highlights of his career in financial services:

* After three years as branch manager for a Louisville (Ky.) bank, Eric worked as a senior
planning analyst for a St. Louis-hased insurance group,

* Returning to banking as hranch manager for a bank in St. Lauis, he developed a targeted
program to meet the credit needs of smaller husinesses.

» Atalarger St. Louis bank, he managed a specialized division to serve minority and women
business owners, while helping the bank achieve an outstanding rating in low/moderate-
income lending and community outreach.

* In 1996, he set up Patrick, Rudd & Co. to assist small closely-held businesses with
capitalization and business planning. In addition to bank loan negotiation, he helped
clients implement gualified and non-qualificd stock option plans and buy-sell agrcements,

« [n 1997, he joined Rank One as Viee President and Business Banking Relationship Manager
in Champaign-trbana, where he now aids clients in obtaining services they need to build
their businesses.

His education:

* BBA, Business Administration,, McKendree College, 1988
* Retall Banking Diploma, American Institute of Banking
+ Series 63 license

Even off the job, Eric is often on the move,

Eric serves as a plan commissioner for the City of Champaign. A board member of the
Urban League, he also volunteers on several committees for the Chamber of Commerce and is
one of the organizers of the Community Collaboration for Economic Development, partnering
with the University of fllinois, In his spare time, he enjoys reading, jogging, aerobics, and
spectator sports. Eric has a 12-year-old son.

For any business banking solution, call Eric at (217) 353-4212,

No matter what kind of business you run. Bank One can help you create one to ane
solutions for your special needs. You'll benefit from our selection of affordable business
systems and tools without having to invest in costly technology or add specialists to your own
payroll. Best of all, you don't have to go far to access this expertise. Just call your Relationship
Manager, Eric Patrick.

© 1998 BANC ONE CORPCAATION
M7ig8



RESUME

GLADYS D. HUNT

1620 Falrway Drive
Rantoul, lllinois 616866
(217) 893-8238
EDUCATION
University of Hlinols University of lllinois
Urbana-Champaign Urbana-Champaign
School of Social Work College of Liberal Arts
Master of Social Work 1989 & Science - Bachelor's 1975
CAREER GOAL

To use my wealth of management, administrative and social work education and experience in a challeng-
ing position within a univarsity and community environment working with professionals and students.

ACCOMPLISHMENTS RELATED TQ CAREER GOAL

As Coordinator of Program Development & Outreach

Co-instructed several classes supervising both undergraduates and graduate students in the
areas of community outreach, child welfare and grassroots organizations, both in the ¢classroom
and in practica in the community including Champaign-Urbana and Rantoul. *

Chaired Education Committee of the Sixth Judicial Family Violence Prevention Council. This
group covered six counties in Central lllinois. This committee’s goals were to impact both
teachers in the classroom and teachers' education with regard to family violence and its impact
on childrens’ ability to learn.

Co-Chaired Family Centered Services LAN committee through which the State of lllinois funds new
tamily and child initiatives especially as # relates to child welfare in Champaign, Ford and Iroquois
counties. This group is comprised of parents, professionals, and interested community members.

Convened the first meeting of the Champaign-Urbana African-American HIV/AIDS Awareness
Committee which is being looked at as a state model for disseminating HIV and AIDS prevention
and educational materials. This group collaborates its activities with other prevention groups
including ones at the University of lllinois.

As Assistant Executive Director of Housing Authority:

Chaired community-wide task force to combat drugs and related criminal activity including gang
activity in and around public housing

Wrote grants obtaining the maximum amounts of HUD dollars for three consecutive years from
HUD and used funding to create family resource centers on each family housing site. These
centers included programming in adult and youth education including after-school programs and
tutoring. Also received a grant 1o fund the first ever youth employment program in public housing.

Began a resident initiatives training program in which residents including resident council
members were trained to run and manage the resource centers bringing in social service and
education agencies to conduct presentations and workshops.

As Coordinator of Social Services of Frances Neilson:

Reorganized and expanded social service program to include individual, group, family, and
marital counseling. parent support groups, parenting skills training and culturally sensitive
recovery groups. | also redesigned the intake and assessment process for new clients,



Hunt Resume ' . i 2

Coordinator of Program University of lilincis

Development & Outreach Psychological Services Center
505 East Green Street, 3rd Fir
Champaign, lllincls 61820

My prime responsibilities in this position include assisting faculty, graduate students, and undergraduate
practicumn students to develop relationships in the iocal community. This inciudes work with established
agencies, schools, and churches, as well as with informal neighborhocd leaders and volunteers. | co-
instruct several classes and assist with the supervision of both graduate and undergraduate in practica,
both in class and in community settings including classes on child weltare, community outreach, and
education. In addition, | supervise both graduate and undergraduate students as we work on numerous
community boards and committees with neighborhood leaders and volunteers. Qutreach activities include
working with organizations such as Best Interest of Children, Tri-County Child and Adolescent Local Area
Network's Family Centered Services Committee, Hope For The Children, The African-American HIV/AIDS
Awareness Committee, and the 6th Judicial Circuit Family Violence Prevention Council. Finally, | provide
counseling to both adults and children on a limited basis at the Psychological Services Center.

Assistant Housing Authority of Champaign Co.
Executive Director 102 East University Avenue
Champaign, lllinols 61820

T
My responsibilities included supervising the entire public housing section in Champaign County including
nine family complexes and senior citizen highrises. | also coordinated the work of the maintenance
depariment, the Subsidized Certificate program staff, the Modernization staff and the staff of two low-rent
complexes located in Rantoul, lifinois. As the second in command, | coordinated a stalf of fifty plus facilitat-
ing team meetings and coordination between staff, residents, and resident councit representatives. | was
responsible for the development of new programs which included grant writing, start-up and implementa-
tion of both the new drug elimination and family self-sufficiency programs which had a combined budget of
over a halt million dollars. As lead staff person responsible for the supervision of the Drug Elimination
Program, | chaired the Drug Elimination Task Force/Study Group. This was a community-wide group of
citizens including public housing residents, Champaign, Urbana, and county potice, the States Attorney’s
office, the vice mayor and other local governmenial officials, housing authority staff and the staft of other
low-income housing in the Champaign-Urbana area. As Assistant Executive Director, | was additionally
responsible as hearing officer - hearing any request for review of denials for new application and evictions.

Coordinator Frances Nelson Health Center
of Social Services 1306 North Carver Drive
Champalign, lllinols 61820

My responsibilities included the coordination of social services for all health center clients. This health
center, the only one of its kind located In the Northern Champaign community, served the highest concen-
tration of fow-income and minority clients in Champalgn County, including family members of graduate
students at the University of lllinois at Urbana-Champaign. When | assumed this position, the main
function of this department was transporting clients to and from the center. Under my supervision,
services expanded to include individual and group counseling, cullurally sensitive parenting skills training
and support groups, and outreach & advocacy to clients in the areas of financial assistance, employment
and housing. My administrative duties included budgeting, grant writing, staff development, and in-service
training. | supervised the entire social services staff and carried a caseload of clients.



Hunt Resume

PUBLICATIONS

Kloos, B., McCoy, J., Stewart, E., Thomas, E., Wiley, A., Good, T., Hunt, G., Moore, T., Rappaport, J. {in
press). Parent Involvernent and Organizational Structure: An Ecological, Open-Systems Model for
School Consultation. Journal of Educational and Psychcelogical Consultation

Kloos et al., (in press). Community Organizing for Parent and Citizen Involvemnent. Journal of Educa-
tional and Psychological Consultation.

N D OTHER IEVEMENT

HONOR SOCIETIES:
Alpha Delta Mu - National Social Work - 1988

Kappa Delta Pi - Education Honor Society - 1988
Pi Sigma Alpha - National Political Science - 1974
Dean's List - University of Illinois - 1974-75

University of lllinois Fellow - 1976 and 1988
Graduate College

TIONAL IL D ITTEE

Member - National School To Work Advisory Council
U.S. Depts of Education and Laber, 1896 to present

Member - National Urban League's National Parent Council

1988 to present
REFERENCES
Ron Simkins Zelma Harris
Pastor President
New Covenant Feliowship Parkland College
124 West White Street 2400 West Bradley Ave.

Champaign, lllinols 61820
(217)367-2383

Shirley M. Rawls

Director

Bradley Street Daycare Center
807 East Green Street
Urbana, lilinois 61801
(217)337-6900

Champaign, IL 61821
(217)351-2200

Barbara Meihofer

Owner

Publication Services

1802 South Duncan Road
Champaign, lllinois 61821
(217)398-2060
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LOCAL BOARD AND COUNCILS

Co-chair - Family Centered Services Committee
Tri-county Child & Adolescent Local Area
Network 24 (LAN 24)

1994 10 present

Co-chair - Schools Committee
Sixth Judicial Circuit
Family Viclence Pravention Council
1994 10 1996

Chair - Bradley Street Daycare Board of Directors
807 E. Green Street
Urbana, lllinois
1990 to present

Member - Champaign-Urbana African-American AID/HIV Awareness
Group, 1994 to present

PAST BOARDS AND COUNCILS

Chair - Human Services Councll of Champaign
County, 1883-90

Member - Family Diversity Interfaith Advisory
Committee, 1993-95

Member - Bank One Community Reinvestment Advisory
Committee, 1991-95

[



SER-Jobs for Progress National, Inc.’

Cultivating America’s Greatest Resource: People™
100 Decker Drive, Suitc 200 * Irving, Texas 75062 = (972) 5410616 * FAX (972) 650-1860

Visit our Web Site at www_sernational.org.
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Testimony by Hugo Cardona
President and CEO
SER Jobs Progress National, Inc.
August 13, 1998 Public Hearing
Proposed Merger of Banc One Corporation & First Chicago NBD

SER Jobs for Progress National, Inc. a 501-(¢)-(3) not-for-profit organization is
the oldest and largest organization in the country dedicated to assisting people to
move from Welfare to Work.

The American GI Forum (AGIF) and the League of United Latin American
Citizens (LULAC), the two oldest political organizations advocating for the nghts
of Veterans and Hispanics, founded SER in 1964.

SER’s Mission is to formulate and advocate initiatives that result in the increased
development and utilization of America’s human resources, with a special
emphasis on the needs of Hispanics, in the areas of education, training,
employment, business, housing and economic opportunity.

SER’s Challenge is to insure that the skills of the workforce are their key
competitive weapons in the twenty-first century...skilled people will have the
competitive advantage.

SER Today

¢ National Office in Irving, TX
Consists of 38 local SER partners

e Resides in 9] locations across 17 States in the United States, the District of
Columbia, and Puerto Rico

+ Operates over 180 programs

o Serves over 400,000 people annually — places more than 30,000 individuals in
meaningful jobs

» Funds exceed $60 million annually

SER Programs
e One-Stop Management
» Housing

» Distance Leaming
» Travel Academies

1

Fuunded by the American GI Forum & the League of United Latin American Citizens. SER and Jobs for Progress arc Registered Service Marks of SER-Jobs for Progress National, lac.

2 Texnx non-profit cosporation under Scction SOL{CH3) of Inizrna! Revenve Code, EQE-M/F/117V



Higher Education

Alternative Schools

Charter Schools

Early Childhood Development Centers
Welfare to Work

Job / Occupational Training

Aid to Migrant Workers

SER Programs

o Dislocated Workers
= Disabilities Programs
¢ Displaced Homemakers
» School-to-Work
Summer Youth Programs

SER National’s Office and Partner’s Funding is provided by Federal, State,
County, City grants, (awarded on an open bidding process) Corporate Amerioa and
private individuals.

Corporate America has contributed to SER from its inception. AMIGOS de SER
is formed by Fortune 500 companies that contribute to our efforts in three different

ways:

1. Contributions restricted in nature and designated for specific programs and
initiatives.

2. In-kind contributions in the form of computers, equipment, fumniture,
marketing, etc.

3. Unrestricted Contributions utilized by SER as working capital to create new
initiatives and programs.

Banc One Partnership with SER
Banc One has become one of the greatest supporters 