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The Honorable Timothy F. Geithner

Secratary of the Treasury

.5, Department of the Treasury

1300 Pennsylvania Avenue, NW

Washington, D.C. 20220

Dear Secretary Celthner:

On behalf of the 5,000 members of the Independent Community Bankers of America, we
greaily appreciate and support the Adminisiration's proposal ic establish a Small
Business Lending Fund that would provide capital to interesied communily banks.
Under the program, banks with fess than $1 billlon In assets could receive capital
investments up io B percent of their risk-weighted assets, and those with between 51
anhd $10 billion in assels could receive up to 3 percent. $30 billion in repaid Troublad
Asset Relief Program funds would be transferred to the new program.

We believe that the central purpose of the program—io spur further landing to smal
businesses by investing in community banks —would be accomplished if the program is
structured properly. As pointed out in the fact sheet on the proposal, community banks
with assets up to 310 billion are prolific smal! business lenders while accounting for orly
20 percent of bank assels. With leveraging, the $30 billion investment in communiy
banks could potentially support many times that in loans to small businesses, By
reducing the dividend cost on the capital investment, this program helps ensure more
community banks have a greater capacity to increase toial loans io small businesses.

However, 1o make sure that the program achieves its goal of spurring further tending o
smalt businesses, ICBA slrongly recommends the following;

{1) There should be no TARP-iike restrictions 1o receiving the investment, otherwise
participation will be minimal, For insiance, there should be no warranis, no
compensation restrictions, no bank dividend restrictions, and no restriction on
using available tax measures such as the net operation loss {NOL) carryback.
The government should not have the right 1o change the contract or add
sonditions unilaterally, Furthermaore, banks should be able 1o refum the
investment at any time withaut penalty and should be able 1o keep the
investment for at least five years or more {o better facilitate small business lsan
duratiens. Dhvidend payments on the capital should be suspended for one year
uniil the small business lcans can be undernwritien and put in place.

{2} The broadest number of community banks possible should be eligitle o
padicipate. For ingtance, banks with composite CAMELS raiings of 3 or higher
should be sulomatically eligible and banks with composite CAMELS ratings of
4 should be eligible o paricipate after approval. Banks with CAMELS ratings of
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1 and 2 generally have snough louidity and caplial to make small business loans
without investiment from the proposed fund. The fact thet a community bankis
sublect {e & supervisory order should not disqualily 8 fom participatng. e
pank's financial position s o bs considered, e siatus should be based on the
bank’s post-invesiment capital position, La., include the impact of the capiial
injsction from this proposal. In addiion, special consideration should be given o
minonty banks given thelr roles in promoting the sconomic viability of minority
communitiss. Furthermore, all types of banks should be abis to participats,
including Subchapler S, mutual banks and holding companies. Treasury shouid
have the ability to make the final capital injsclion decision after consultation with
the bank reguiaters. The application sligibiiity and approval process must be
wel-defined and transparent so bank access io the program will be falr and
consistent.

{3y Existing TARF CPP recipients should be able {0 sasily ransfer to the new

program and be sublect io the new program rules and released from their
existing TARP resirictions.

{4y Community banks that participate should be able o freat the investment as Tier
1 capital and the definition of small business loans shouid be broad enough io
include agricuture loans, Furthermore, Treasury should implemernt 3 relatively
easy way fo report an institulion's small business lending.

{81 Finally, credit unions should not be eligible to participate in the program since
they are subject fo restrictions on commerial lending and are exeexempl.

CBA believes that if the Treasury Departiment incorporates these recommendations inte
the new program, a broader specirum of community banks will participate and the goal
of increasing smalt business lending will be advanced. This program will help overall

economic activity and job crestion in the communities served by local banks across
America.

Thank you again for introducing this proposal and ICBA looks forward fo working with
you and the Congress o help advance this effort so that communily banks can continue
io aid in our nations’ economic recovery.

Sincersly,

faf

Camden R, Fing
Fresident and CEO

cc: The Honorabie Herb Allison
(Zena Sperling
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