JAMESC. SCHMIDT

8383 Center Drive, Suite J, La Mesa, CA 91942
Office Phone . (619) 469-4641
Office Fax . (619) 4695927

Jennifer J. Johnson, Secretary May 2,2005
Board of Governorsof the Federal Reserve System

20™ Street and Constitution Avenue, NW

Washington, D.C. 20551 RE: Docket No. R-1225

Dear Ms. Johnson:

The Federal Reserve, FDIC and the Comptroller have received many, many letterson the
proposal for mid-size banksto not be required to continuemost of their publicinterest
obligations under the CRA. Much of the correspondenceurgesthe regulatorsto drop the
proposed changesto the current CRA requirementsand coversthetechnical points. The CRA
reguirementshave many benefitsfor communitiesand also for banks. Thiswriter isa very strong
supporter of the CRA program. It wasareal thrill to be deeply involved in serving San Diego’s
disadvantaged areas long beforethe 1977 CRA legidation was passed by the Congress.

| decided to take early retirement in 1988 because of burn-out. For almost 20 years| served as
Managing Officer of Great American Bank (name changed from San Diego Federal S & L),
including 11 yearsas President, beforethe 1989 FIRREA |egidation which hasresulted in the
elimination of all S& Lsin San Diego County. Twenty yearsago therewereabout 200 S & Ls
in Californiaand now only about 15 areleft. In San Diego, my institutionand Home Federal S &
L were theleading lendersin all of San Diego’s low, moderate and disadvantagedareas. A few
banks have become moreinvolvedto helpfill inthelossof theS & Ls. If the CRA ischanged,
as proposed, it will mean that our disadvantagedareaswill not have as many sources of home,
home improvement, commercia and apartment loans including constructionloans.

| was a strong advocateto passthe CRA in 1977 and wasthe California representativeon the 15
member Executive Committee of the United StatesLeagueof S & Ls. The Leaguereviewed the
proposed CRA legidation. At ameeting in Washington | made the motion to support the CRA
and the vote was 14-1 to approvethe CRA legidation. My big argument in favor of the CRA
legislation wasthat it was an important public interest program for banks & S & Ls. Our State
trade association, the CaliforniaS & L League, was overwhelming in support of the CRA. | then
personally discussed the bill with al 6 Californiamembersof the House Banking Committeeand
with our 2 Senatorsand they all agreed to support the legidation. CaliforniaSenator Alan
Cranston and Congressman Jerry Patterson of Orange County were both on the Banking
Committees. They then took lead rolesto help get the legidation passed by the Congress.

Y ou may ask why was Jm Schmidt such an advocatefor the CRA? The primary reason was
what | learned whileserving as Governor Reagan's appointee to 3 positionsin State Gov't. | was
Ass’t Secretary/Chief Deputy of the Business & Transportation Agency and an alternate
member of the Governor's 7 member Cabinet. Governor Reagan's philosophy included a key
objective which wasthat " the businesscommunity isakey to solvingsocial problems™. | learned
from Ronald Reagan just how a businesscan help our low and moderate incomecitizens. Upon
being named as Managing Officer of San Diego Federa in 1969, 8 years before the CRA law
was passed in congress, we immediately started to serve low and moderate incomeareas. We had



only 4 officesand a 5™ application pending. We then filed for a branch in Logan Heightswhich
islocated in San Diego’s primary African-Americanarea. The next branch we opened wasin
San Ysdro, an areawith almost 100 % Hispanic population next to the border at Tijuana,
Mexico. 1can't describethe thrill it wasto start banking servicesin those low and moderate
income areas. Peoplein those areas were very appreciative, happy and enthusiastic. Our service
included home, home improvement, apartment, commercial and al so construction loans.

My key point isserviceto low and moderateincome areas, such as San Y sidro and Logan
Heights, isreally appreciated. At San Diego Federa we got asense of prideand it really felt
good to servethose aress. It did alot for our employees. They recognized how important it was
to serveand went all out to help. The African Americanand Hispanic communitiesresponded
with gratitude and this made usfeel even stronger on the need for financial institutionsto get
involved in areasthat really need bank services. If the Federal Reserve, FDIC and Comptroller
take away the requirement for mid-sized banksto have community lending and investment
involvement in low and moderate incomecommunitiesit will be terrible.

In San Diego it is very obvious, and the record shows, that the goal of most of our smaller local
banksisto get in a position wherethere can be sold and then make big profitsfor management
and thelarge stockholders. If they don't haveto deal with the CRA they will be happy but it will
hurt the communities that badly need service. You also will see some branch closuresin low and
moderateincomeareas of San Diego as banks continueto be sold.

| wasvery proud of my former institution. We were looked upon nationally asa leader in
providing serviceto low and moderateincome aress. Even though the recordswere not made
public, | was personally told by the Federal Home Loan Bank Board in about 1985 that our
institution, San Diego Federal, was consideredto have the best CRA record in the United States!
That wasared thrill. Another point isthat CRA serviceto the public can give banksa good
feeling to servethe publicin disadvantaged areas. The CRA is good for banks!

Today | continueto servethe public. Because of my past service our local African-American
City and County elected officialsasked mein 1992 to serveas a public member on San Diego’s
public Task Forcethat helpsto enforcethe CRA. | continueto serveasa member today. | am
most impressed with the CRA activity in San Diego of some of the large banks serving San
Diego (all with home officesin other areas) and very disappointed that our smaller locally based
banks do not seem to haveareal desireto serve San Diego’s disadvantaged areas.

Request to the Federal Reserve, FDIC and Comptroller — drop the proposal to exempt smaller
banks from the CRA. Keep the CRA asis. Low and moderateincome areas need more bank
servicesand loans availableand not lessfinancia help.

Sincerely,

ames CW

Retired banker and attorney. Currently serving asa public appointeeon 4 local public boards
including, since 1992, the San Diego City-County Re-Investment Task Force which helpsto
enforcethe CRA. My public serviceis as an unpaid volunteer and includes a great deal of time
as an affordable housing advocate. Please | et the Chairman and Board members see my |etter.




