CDC Small Bugness Finance

August 9,2010

Jennifer JJohnson, Secretary

Board of Governors of the Federal Reserve System
20" Street and Constitution Avenue, Northwest
Washington,DC20551

RE: Docket ID OCC-2010-0011, R-1386, RIN 3064-AD60
Dear Ms. Johnson:

Thefollowing are the comments of CDC Small Business Finance on the agencies hearingsto review
aspects of Community Reinvestment Act (C R A) regulations and how the agencies should revise
them to better servethe goasof C R A and the needs of under-served communities. Theserevisons
are particularly important because of the current lack of bank responsiveness to low-income
communities and communities of color.

CDC Smadll Business Finance (CDC) isacknowledged as aleader in providing Accessto Capital to
small businesses and entrepreneursin Caifornia While CDC isrecognized asthelargest SB A 504
lender in the country, over thelast eighteen years CDC has developed a number of programs targeted
to small and micro-businesses in Southern California. These programsinclude direct lending, loan
packaging and Technical Assistance. Over its30 year history, al loan programs combined have
funded over 6,000 small businessesfor nearly $3.5 billion and created over 10,000 jobs.

The Community Reinvestment Act has promoted fair and equitable accessto financial servicesfor
morethan three decades. C R A has meant sound productsthat were offered to under-served
communities and people asaresult of interaction promoted by the CRA.

Cdiforniais experiencing adevastating and growing economic crisis. The difficult straits of
Californialssmall businessesare acritical piece of thiseconomic crisisand high unemployment that
isonly now beginning to receive attention. C R A evauation and datacollection can makea
difference in promoting lending by financia institutions to small, minority-owned and women -
owned institutions, particularly those in low-income communities.

The agencies need to revise the data collected on small businessesto reflect the current array of
businesses and stimulate growth of small and micro businesses that employ more than half of all
workers.

* |t is positive that under the Dodd-Frank Bill of 2010 lenders will be required to report race and
gender of borrowers of small businessloans, the censustract location of the business, action
taken with respect to the application (approved or rejected), and revenue of the business.
The agencies should immediatdly implement these data coll ection requirements.
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. Datanow collected looks only at businesses by revenue for those with annua revenue of
$Imillionor lessannudly. A vast portion of minority' and women-owned busi nesses have
revenues of $500,000 or lessannually. Data should also be collected for |oans|essthan
$250,000 and between $251,000 and $500,000 to businesses with revenues of $1 million or
less annualy.

. Datafor size of loansisnow collected for loans |ess than $100,000, between $100,000 and
$250,000, and greater than $250,000. Data on loans between $250,000 and $500,000 should
also becollected.

. CRA examinations should compare overdl small business lending to the proportion of
lending to small, women-owned and minority-owned businessesin low-income
neighborhoodsaswell asthe overal amount of lending.

. Datashould a so be collected that showsthe annua percentagerate (APR) of loans made.
. Datashould be collected that di stingui shes between term and revolving debt aswell as
interest rates.

One of the critical issues for small, minority-owned and women-owned businesses is the importance
of businessadvisory services. These services may be provided to hel p abusinesskeep from needing
to go deeper in debt by making their human resources or marketing or other efforts more efficient.
They may aso be deployed by lendersto help borrowers stay on timewith their debt repayment.

CDC small Business Finance looks forward to the implementation of these revisionsto the

regulationsthisyear.

Sincerely

Robert Villarreal
Senior Vice President
CDC Small Business Finance



