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March 5, 2010

	
INTRODUCTION

The purpose of this e-mail is to bring you up-to-date on a number of legislative and regulatory issues at the federal level.  The items in this update include:  (1) the Small Business Lending Capital Program;  (2) Escrow Accounts on “Higher-Priced Mortgage Loans”;  (3) Financial/Regulatory Reform; and (4) Congressman Kingston’s Trip Back to Washington on Air Force One.  If you have questions on any of these items, do not hesitate to contact me or Jason Pruitt.

SMALL BUSINESS LENDING CAPITAL PROGRAM

As you know from a previous CBA Update and other sources, President Obama has announced a $30 billion Small Business Lending Capital Program intended to increase community bank lending to small businesses, as a part of the efforts to stimulate job growth.  Under the planned Small Business Lending Fund, community banks with assets less than $10 billion would be eligible to receive the funds.  Community banks with less than $1 billion in assets could receive capital investments up to 5 percent of their risk-weighted assets, while those with between $1 billion and $10 billion in assets could receive up to 3 percent of risk-weighted assets.  As participating community banks increase lending to small businesses compared to their 2009 levels, the dividend paid to Treasury for the capital investment would be reduced from 5 percent to as low as 1 percent.  You may review a Fact Sheet on the program by clicking here.

This program is being funded with repaid TARP funds, although the Administration is attempting to separate this program from the TARP Capital Program due to the stigma of the TARP Program.  Unfortunately, this program must be approved by Congress.  In a conference call with the ICBA-affiliated state associations this week, Cam Fine, President of Independent Community Bankers of America (ICBA), indicated he believes the Small Business Lending Capital Program has a legitimate chance of passing Congress.  However, it is certainly not a sure thing and there does not seem to be a sense of urgency regarding the passage of legislation creating this Program.  No bill has yet been introduced and Treasury is still working on the details of the eligibility criteria. Further, the bill, once introduced, is likely to get caught up in a political debate regarding the use of the repaid TARP funds.  The original TARP bill required repaid TARP funds be used to reduce the deficit and some within the Republican leadership may be insistent the funds be used for that purpose.

ICBA and the Community Bankers Association of Georgia have been working hard in an effort to have this Program structured in such a manner to be of benefit to the community banks that need capital.  ICBA has written a letter to Treasury Secretary Timothy Geithner providing recommendations regarding the design of the program.  Read ICBA’s Letter.   We have been telling members of the Georgia delegation at a minimum the program must include the following elements for the Program to be beneficial to those community banks in Georgia in need of capital:

The Program must not include TARP-like restrictions on participating banks.
The capital should be available to any community bank that can be considered viable after the injection of this capital (not viable before the injection, like the TARP Program).
The capital needs to count as part of a bank’s Tier I Capital for Regulatory Capital purposes.
A bank should not be disqualified strictly because it is currently subject to a regulatory enforcement action.
A bank should not be disqualified strictly because it is currently less than well-capitalized.
A bank should not be disqualified strictly because its composite CAMELS Rating is a 3 or a 4.

While there are additional items we would like to see in the design of the program, the above are essential. We encourage you to communicate with your Congressmen and Georgia’s two Senators letting them know this program, if designed properly (i.e. if the program includes the above elements, at a minimum), could benefit many community banks in Georgia and could help some of them survive that otherwise may not.  It is particularly important that Georgia’s two members of the House Financial Services Committee, Congressman David Scott and Congressman Tom Price, be contacted about the program, especially by any of you who are their constituents.

REGULATION Z CHANGES REQUIRING ESCROW ACCOUNTS ON ALL HIGHER-PRICED MORTGAGE LOANS

As you know the Federal Reserve adopted a number of changes to Regulation Z in July 2009 creating a new category of mortgage loans under HOEPA called “higher-priced mortgage loans.”  Among many other requirements for “higher-priced mortgage loans” was a requirement that escrow accounts for taxes and insurance be established for all such mortgage loans, although the customer could be given the option to drop the escrow account one year after the loan’s inception.  This requirement had a delayed effective date of April 1, 2010.  Many of you have indicated to CBA of GA that you will cease making mortgage loans that would be categorized as “higher-priced” due to the significant additional cost and liability associated with establishing and maintaining escrow accounts.

CBA of GA has been working diligently through ICBA to convince the Federal Reserve in Washington to modify the escrow account requirement by exempting mortgage loans from the escrow requirement, when the loans are held in portfolio by the originating bank.  The Federal Reserve asked the ICBA to conduct a survey of community banks nationwide on this issue and provided a number of questions for the survey.  ICBA has completed the survey and provided the information to the Federal Reserve earlier this week.  You may read a summary of the survey and review the complete survey results at the following links:  Read Executive Summary. Read Survey Results.

ICBA has also been working to get members of Congress to sign a letter to the Federal Reserve requesting this modification.  CBA of GA has contacted Congressman David Scott, due to his position as a Democratic member of the House Financial Services Committee, asking him to sign on to this letter.  The letter from Congress is important since the Federal Reserve has been criticized by some members of Congress for being lax on consumer protection prior to the subprime meltdown.

CBA of GA will continue its efforts to obtain relief for community banks from these escrow account requirements.  It certainly would not hurt for you to encourage your Congressmen to sign on to the letter to the Federal Reserve over the next two or three weeks.  We will keep you informed of future developments.

FINANCIAL/REGULATORY REFORM

Chairman Christopher Dodd of the Senate Banking Committee had originally indicated the Senate Financial/Regulatory Reform Bill would be introduced several weeks ago.  However, as of this writing, the bill is yet to be introduced.  As I am sure you have read, the main stumbling block, as might be expected, has been the consumer protection piece of the legislation.  A number of different proposals have surfaced regarding that issue, none of which seem to have obtained solid traction.  The only thing there seems to be consensus on at this point is there will be no totally independent new agency in the Senate Bill; no independent Consumer Financial Protection Agency.  The various proposals have had the consumer protection function housed as a separate division of the Treasury Department, the FDIC, the new regulator of national banks and thrifts, and most recently the Federal Reserve.  There has also been a proposal to have a consumer protection council headed by a Presidential appointee with the banking regulators being on the council along with a state regulator representative.  This council would write the rules, and the individual agencies would maintain responsibility for enforcement.  While we are pleased with the consensus that there will be no independent CFPA, we will need to review the details of any alternate proposal very carefully.  Simply housing the consumer protection function as a separate division within an existing agency will not necessarily make it any better than an independent agency.  The devil will be in the details.

Cam Fine, President of ICBA, indicated in the conference call earlier this week the final outcome regarding the consumer protection piece of the Reform legislation is still anyone’s guess.  Also, the continuing uncertainty regarding the consumer protection piece leaves the date for introduction of a Senate Reform Bill uncertain.  Cam did say if a Reform Bill does not pass the Senate by August of this year, it is not likely to pass in this Congress.  We will keep you informed of developments.

CONGRESSMAN KINGSTON RETURNS TO WASHINGTON ON AIR FORCE ONE WITH PRESIDENT OBAMA

As you are probably aware, President Obama visited Savannah, Georgia this week to promote his efforts on the jobs bill and other economic stimulus efforts.  Congressman Jack Kingston was invited to return to Washington on Air Force One with the President.  When Congressman Kingston learned he would be riding with the President, he had his staff contact CBA to obtain talking points to discuss with the President on issues important to community banks.

We provided the Congressman with talking points on Financial Regulatory Reform, including the issue of De Novo Interstate Branching, Harsh Examination and Regulatory Treatment, the Small Business Lending Capital Program, and the Escrow Requirements on “Higher-Priced Mortgage Loans.”  We want to thank Congressman Kingston and his staff for obtaining our input on these issues and his willingness to discuss community banking concerns with the President.

CONCLUSION

If you have any questions regarding the topics mentioned above or any other legislative or regulatory issues, please do not hesitate to contact me, Carolyn Brown or Jason Pruitt.



_____________________________________________________________________________________
Community Bankers Association of Georgia
1900 The Exchange, Suite 600  Atlanta, GA  30339  Phone: (770) 541-4490  Fax: (770) 541-4496  cba@cbaofga.com  www.cbaofga.com
 
Email Policy: Every marketing email distributed by the Community Bankers Association of Georgia (CBA) provides recipients with an opt-out option. Email recipients who select the unsubscribe option will be removed from that list automatically. All emails sent to lists that have been represented to CBA as opt-in and/or membership-based lists.
Opt-Out: You are receiving this email because you provided your email address to Community Bankers Association of Georgia (CBA) or are a CBA member. 
UNSUBSCRIBE: If you would prefer not to receive emails from CBA, please email remove@cbaofga.com.
© 2010. All Rights Reserved. (
Community Bankers Association of Georgia
1900 The Exchange, Suite 600 

 Atlanta, GA  30339 

 Phone: (770) 541-4490 

 Fax: (770) 541-4496 

 cba@cbaofga.com 

 
www.cbaofga.com
 
Email Policy: 
Every marketing email distributed by the Community Bankers Association of Georgia (CBA) provides recipients with an opt-out option. Email recipients who select the unsubscribe option will be removed from that list automatically. All emails sent to lists that have been represented to CBA as opt-in and/or membership-based lists.
Opt-Out: 
You are receiving this email because you provided your email address to Community Bankers Association of Georgia (CBA) or are a CBA member. 
UNSUBSCRIBE:
 If you would prefer not to receive emails from CBA, please email 
remove@cbaofga.com
.
© 2002.
 All Rights Reserved. 
) (
Community Bankers Association of Georgia
1900 The Exchange, Suite 600 

 Atlanta, GA  30339 

 Phone: (770) 541-4490 

 Fax: (770) 541-4496 

 cba@cbaofga.com 

 
www.cbaofga.com
 
Email Policy: 
Every marketing email distributed by the Community Bankers Association of Georgia (CBA) provides recipients with an opt-out option. Email recipients who select the unsubscribe option will be removed from that list automatically. All emails sent to lists that have been represented to CBA as opt-in and/or membership-based lists.
Opt-Out: 
You are receiving this email because you provided your email address to Community Bankers Association of Georgia (CBA) or are a CBA member. 
UNSUBSCRIBE:
 If you would prefer not to receive emails from CBA, please email 
remove@cbaofga.com
.
© 2002.
 All Rights Reserved. 
) (
Community Bankers Association of Georgia
1900 The Exchange, Suite 600 

 Atlanta, GA  30339 

 Phone: (770) 541-4490 

 Fax: (770) 541-4496 

 cba@cbaofga.com 

 
www.cbaofga.com
 
Email Policy: 
Every marketing email distributed by the Community Bankers Association of Georgia (CBA) provides recipients with an opt-out option. Email recipients who select the unsubscribe option will be removed from that list automatically. All emails sent to lists that have been represented to CBA as opt-in and/or membership-based lists.
Opt-Out: 
You are receiving this email because you provided your email address to Community Bankers Association of Georgia (CBA) or are a CBA member. 
UNSUBSCRIBE:
 If you would prefer not to receive emails from CBA, please email 
remove@cbaofga.com
.
© 2002.
 All Rights Reserved. 
) (
Community Bankers Association of Georgia
1900 The Exchange, Suite 600 

 Atlanta, GA  30339 

 Phone: (770) 541-4490 

 Fax: (770) 541-4496 

 cba@cbaofga.com 

 
www.cbaofga.com
 
Email Policy: 
Every marketing email distributed by the Community Bankers Association of Georgia (CBA) provides recipients with an opt-out option. Email recipients who select the unsubscribe option will be removed from that list automatically. All emails sent to lists that have been represented to CBA as opt-in and/or membership-based lists.
Opt-Out: 
You are receiving this email because you provided your email address to Community Bankers Association of Georgia (CBA) or are a CBA member. 
UNSUBSCRIBE:
 If you would prefer not to receive emails from CBA, please email 
remove@cbaofga.com
.
© 2002.
 All Rights Reserved. 
) (
Community Bankers Association of Georgia
1900 The Exchange, Suite 600 

 Atlanta, GA  30339 

 Phone: (770) 541-4490 

 Fax: (770) 541-4496 

 cba@cbaofga.com 

 
www.cbaofga.com
 
Email Policy: 
Every marketing email distributed by the Community Bankers Association of Georgia (CBA) provides recipients with an opt-out option. Email recipients who select the unsubscribe option will be removed from that list automatically. All emails sent to lists that have been represented to CBA as opt-in and/or membership-based lists.
Opt-Out: 
You are receiving this email because you provided your email address to Community Bankers Association of Georgia (CBA) or are a CBA member. 
UNSUBSCRIBE:
 If you would prefer not to receive emails from CBA, please email 
remove@cbaofga.com
.
© 2002.
 All Rights Reserved. 
)




image1.jpeg

