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The Effec tiveness of the Community Reinvestment Act
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7KH &RPPXQLGMHVWPHQIW/ $FW &58%6 & Tt DGGUHVVHV KRZ
EDQNLQJ LQVWVKHKMELRRWWKEBWUHDYV WKH\LQHQREHG SDUWLFXODU
PRGHUQWRIPH /0, QRGMHERGKEBDO EDQNLQJ UHVKMERDWRBURIDIJHQFL
*RYHUQRUV RI WKH JHGHUDO 5HVHUYH 6\WWHP WK JHGHUDO 'H!
DQWKH 21ILFH RI WKH &R P SWR&RS® 6 KU URH P\SVECH ARHEGSIHCHF \
UHJXODWRS$WUWGXMWYE RU SRLQWVY ZKHUH EDQWXFKQOIDJIH LQ TXI
PRUWJDJH FRQVXPHU DQG EXVLQHVV OHQR\QN VARPPDEGIMW K D W
ZRXOG EHQHILW /0, B WHKIDW DRFG X WLWK HVGHVLIQDWHG DVVHVYV
FUHGLWYV DUH WKHQ XVHG WR LV VXHHHOFK UBDIQN LDH 8§ HWK R VY P DQIFW
WDNHQ LQWR DFFRXQW ZKHQ EDQNV DSSO\ IRU FKDUWHUV EUDC
RWKHU WKLQJV

7KH &5$ ZKLFK ZDV HQDFWHG LOQHYLVHOW §XEVMRKKHAWOLUH SXE
GLVFORVXUH Rl EDV@NHY SSREMVMRBDE VIVWHP Rl GHVFULSWLYH SH
LH 2XWVWDQGLQJ 6DWLVIDFWRU\ 1HHGV WR ,PSURYH RU 6XE
&5% H[DPLQDWLRR]EG WRXDRRPXQW IR VA]HWY DHEFEXVL@ EVY PRG
Q WKH EDQN VL]H GHILQLWLRQV ZHUH UHYLVHG DQG LQGH[HC
DPHQGPH @ VS\IHIBGSSRR UWRQ LEMOLGINYV W R H D BQ BGI$FFDHGILDNA KR U
LQYWPHWDXFK DV SURYLGLQJ KRXVLQJ VHUYLFHV RDOWREV WKDW
4XDOLI\LQJ DFWLZEBKIBHNVYRQGEHG WIRHLQFOXGH FRQVXPHU DQG EX
FRPPXQLW\ LQYHVWRM®WAH UXYQE HVRE KD W Z\R PQG EHIQWHIWWHN, DU

&RQJUHVLVVRIQUDHY/SS VQIMIRA YDULRXV SHUFHSWLRQWKXRYHWYV HIIHF
DUJXHG WKDW E\ HQFRXUDJLQJ OHQGLQJ LQ /0, QHLIJKERUKRRG"
LVVXDQFH WRUWL BKRDERWU U R Z KDY B LUINHHSID \ PHRQ\W GSRUUR BAOKHHP V
SUHVXPSWLRQMKRBWRORHODWHG ZLWK ORIAHK FDKGWW B RV @ B W
ORVVHV IRU OHQGHUV 2WKHUV DUH FRQFHUQHG WKDW WKH &5%
LQFUHDMHYY BUBBEWOLW\ WR TXDOLILHG /0, ERUURZHUV ZKLFK PD
VRPEEDUWURXORZORI WKBHFHVVLRQ

7KLV UHSRUW LQIRUPV WKH FRQJUH WV HRIGIB W LGHEDHVN E R QLFRHIL
EDQN OHQGLQJIQIQBFMOLYHWNRHR /0, ERUURZHUVIVSRWHULR\GLVF X\
LW SUHVHQWW[WRHQESLRQ SURFHVV DQG EDQN DFWLYLWLHV WK
RI &5$ FUHGLWV 1H[W LW GLVFXVVHV WKHQGQXNERRBMWRQRI GHWH
EHKDYLRU )RW&HDBROIN QRWTXDHOAIW) WREB BXIXOWILWL@J &5
DFWLYLWLHVFRASQLDQUPRIBBMAKHY QRW UHTXLUH DGKHUHQFH WR
EHQFKPMUWKH DEVHQFH RI EHQFKP DWW W RGHW F K PELESL I0Q FM QMY HY ¥
LQIOXHQFHG /0, FUHGLW DYDLODELOLW)\ UHOWQBYHOFR RWKHU |1
D YDULHW\ RI ILQD QRAL BIQD ERIFSHYNDLOY KV TSN HNHIRLETRAR'Y H WK HU D W H
HQYLURPRKRDH@WY QQ2V DQG WHFKQR GBI EDQOOXPQRVWDKRZR PXFK F
KRZ OLWWOH WKH\ OHQG VR O 0\ LESROUSSFR ADHQWH QRAMLE BEG\SH

L Q F H QMH. QHE[\AWR\P X O W DIQMWZR AM.GR 8 W HURVIKBI H[WHQW WR ZKLFK &5$
LBHQWLYHV KDYH LQIOXHQFHG /0, FUHGLW DYDLODELOLW\ UHOD"
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&5% %DFNJURXQG D.Q.G.2 EMHFEM.LY.HM oo
855 ([DPLQDMLRQM oo e eeeee e eeeeee s et eeesesreeese s eseeeese s eseens

'"HILQLQJ WKH &5% $V.VHMVY.PHQW. SUHDVM. .
AXDOLINLQJ .S EM.LY.LW.LHM. i

&RPPXQLW\ ,QYHVWPHQWYV 4XDOLI\LQJ.IRU.&5%.&RQVLGHUDWLF
SHVXOWV RI WKH &5%..([DPLQDW.LRQ oeeerrerrereereeresresrsrnses
'LIRXOWLHYV '"HWHUPLQLQJ..&5%..(LLHEW.LY.HQHV V...
,V WKH &5% ([DPLQDW.LRQ.6XEMHEWLY.H"........ .
'R +LJKHUN /RDQV 5HFHLYH &5%$.&RQV.LGHUDWLROQ."..
6XESULPH ORUWJDJHY DQG WKH..4XDOLILHG.ORUWJIDJH 5XOH
6PDORAD ODU 3D\G D\ HQGLQJeueieieieeeeeeeeeeeeeeeereeeeeeee e
'R 3URILW DQG &5$. VONF 16 QRO B QHRX MO oo,

SHFHQW "HYHORSRPHQM.N . ..o
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JLIXUH 6XPPDU\ RI $QQXDO &5% ([DPLOQDWLRQV 1XPEHU Rl %DC
$YHUDJH &RPSRVMLW.H. .5 DW.LOQJIV. i eee e

S<eZ®
7JDEOH 3RLQWV $VVLJQHG IRU &5% 3HUIRUPDQFH 8QGHU WKH ,Q
QYHVWPHQOW DQG.6HUY.LEH ZHN MM oo

7TDEOH &5% &RPSRVLWH 5DW.LQJ.3RLQAW..5HTX.LUHRPHQWYV
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$SSHQGL[ &5% ,QYHV.WELHQW. . 2SW.LRQ V..o,
“—eSEece
SXWKRU |, QLRUL.DMLER Quererooeeeoeeeoeeeeeeeeeoeeeeee oo eeems e

'"HQLVH 3HQQ PDGH VXEVWDQWLYH.ERQWULEXWLRQV.WR WKH UH!
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1 SE"e>"2—ee1S—e]l “ZE'YZr
&RQJSIDWWWHKGE &RPPXQLW\ 5HLQYHRWWRHQW $FWSRE &
Tt LQ UHVSRQVH WR FRQFHUQV WKDW IHGHWDPDNL®N XUHG
VXIILFLHQW FUHGLW DYDLODEOH LQ WKH ORFDO DUHDV LQ ZKLF}
$FFRUGLQJ WR VRPH LQ &RQJUHVV WKH JUDQWLQJ RI D SXEOLF
FRQWLQXLQJ REOLJDWLRQ IRW Q/HKIDGW EFDIQNKW RS X HO Y F Z\KKHU A ULWG
&RQVHTXHQWO\ WKH ®58| DM WD WEGLWERWLRQ RI IHGHUDOO\ F
ILQDQFLDO LQVWLWXWLRQV WR VHUYH WK HDRR®R HKMLAHQPH HDID G (
WKH FHHGVWRQWKH ORFDOLWLHV LQ ZKLFK WKH\ DUH FKDUWHUH
RI WKH LOQVWH VEE® URIGXLUHV IHGHUD OQEBXE ML 8 JDBH QDMILR R Y VWRI
DVVHKNWKHU PHEDAIND 1VORF G KHU M@ I WOQRMHBEIW HEYWN RU SRLQW
ZKHUH EDQNV HQJDJH L® VIXHKODMLRRUDFWUIMLWRBYXPHU DQG EX
FRPPXQLW)\ LQYHVWRM®WAH UXYQE HVREDKRIDD G RPAOID B B @M L W
/0, DUHDV D QGNHKOQW LRABAMVEMOKL @KHDN LQVWLWXWLRQV KDYH
GHSRWDMLQJ RSHUDWLRQV 7KHVH FUHGLWY DUH WKHQ XVHG WHF
IURP DWRKXUHG V\VWHP RI GHVFULSWLYH SHUIRUPDQFH OHYHOV
,PSURYH RUDBXEBEWRWYBRWSOLDQFH 7KH &5$ UHTXLUHV IHGHUDO E
WKRVH UDWR ®FPFRXQW ZKHQ LQVWLWXWLRQVDRESO\ IRU FKDUWH
DFTXLVRWLRHHWN W RFWDWRERWKHUXLUH UHJXODWRU\ DSSURYDO

&RQJIJUHVV EHFHURHHBRZLWK WKH JHRJU D SWOLNID@I ILY/® W RIG RO B H
DFWLYLWLHV IRU P'MBRVYHWYV RIHUNBVIRQD SULPDU\ VRXUFH RI ER
EDQNV PD\ XVH WR IDFLOLWDWH WKHLUEDKQNGE LDH G-HSRYARYIW K H U |
FROOHFWHG QUR B KERMBIK R RREYRMOWH DV ZHOO DV YDULRXV LQWHU
DFWLYLWLHY DW WKH H[SHQWHKRIXIVG G I HIV ML IQRIX & WX WDIRT DD QIEU VAR
FUHGLWSQRWE&WU PRWLYDWLREOWRR @ RDQY UMM EISWREWD FH V

1See U.S. Congress, Senate Committee on Banking, Housing, and Urban &ffairsunity Credit NeedS.406,
95" Cong., ¥ sess., March 225, 1977, pp. #429.

2 The Office of the Comptroller of the Currency conducts a Community Reinvestment Act of 1977 (CRA) examination

RI QDWLRQDO EDQNV HYHU\ WKUHH \H D U htps#/iiwvo&Stiead FddPit)/LRQV DQG $QVZHUV'
compliancebsatrafjuestionsandanswers.html )RU EDQNV VXSHUYLVHG E\ WKH )HGHUDO 5HVHUYH
Compliance and CRA Examination Mandatedtgis://www.federalreserve.geupervisionregaletters/
Attachment_CA_120_Frequency_Guidance.pdhe GramraLeachBliley Act of 199 (GLBA; P.L. 106102

PDQGDWHG WKH H[DPLQDWLRQ IRU VPDOOHU EDQNV RI PLOOLRQ RU OHVV )
Examinationg Examination and Visitation Frequenc¢wyt https://www.fdic.gowegulationstompliancemanual?/ii -

12.1.pdf P.L. 109351, the Financial Services Regulatory Relief Act of 2006, reduced the frequencysité EERA

examinations for smaller banking institutions.

3U.S. Congress, Senate Committee on Banking, Housing, and Urban Affairsing and Community Development
Act 0f1977, committee print, prepared by Report to accompariyp33, 9% Cong., ¥ sess., May 16, 1977, Report
No. 95 175 (Washington: GPO, 1977), pp-33

4 During the20" century, U.S. banks begémexpand their operations across designated geograpbicadaries. For
example, large regional banks in the 1960s and 1970s eagbthrgir lending operations internationally and, in some
cases, established foreign brancfidee U.S. banking system was also transitioriingh a system characterized

primarily by unit bankingin which asmall, independent bardperated solely in one state with no branches, to

interstate bankingnterstate banking and branching allows a bank to conduct activities (e.g., accepting deposits,
lending) across geographical (stateubdaries, forgoing the need to establish separate subsidiaries for each locality in
which it operates and, therefore, having to duplicate the operating costs and capital requirements in each subsidiary.
6HH -DPHV 9linterRaXichslV Activities of U.SBanNV DQG LQ 8 6 % D Rederd) Refebve) BUHESHhY -
September 1999, pp. 5915, athttp://www.federalreserve.gguibsbulletin/19990999lead.pdfFrederick R. Dal,
International Operations of U.S. Banks: GrovBhQ G 3 XE OLF 3 R O L Eaw,dn® Contempatrarir Byabléms

Congressional Research Service 1



The Effectiveness of the Community Reinvestment Act

2QH W\SH RI UHGOLQLQJ FDQ EH GHILQHG DV WKH UHIXVDO RI D
QHLJKERUKRRGV LQ LWV LP PG,GQ B MK FORARERIRKIM E D Q ROKXIE\L QD Y H
FROOBAWRWBLWY $ VHFRQG W\SH RI UHGOLQLQJ LV WKH SUDFWLF
ORDQ IRU KRXVLQJ ORFDWHG LQ D FHUWDLQ QHLJKERUKRRG HYF
VLPLODU ORDQ LQ DQRWKHU QHLJKE R WRRRLG FXPWD (BAH R | LQH HC
EDQN UHIXVHV WR VHUYH DOO RIGXKBWRFWILLGH QYW LLRQDQ DUHD

7KH &5$ DSSOLHV WR EDQNLQJ LQVWLWXWLRQV ZLWK GHSRVLWYV
&RUSRUDWLRQ )',& VXFKYD®YJY DDVIVRFED D \FEKEW HIV@G VW P RHU F L
DQG VDYLOINHERRNERHYV QRW DSSO\ WR FUHGLW XQLRQV LQVXU
FRPSDQLHV DQG RWK H & HFFOQEIHQRI GLLQ MAWIHVDFW VRGNV WKHLU ILQDQ
PRGHDRRILFH RI WKH &RPSWUROOHU RI WKH &XUUH®RG2&& WK
WHH& DGPLQLVWHU WKH &5$ ZKLFK LV ERS@®BESIHHIWHGHWLD 5HJXC
IHGHUDO EDQNLQ JL VIR X D OMERW M DA H QUAH DRROHZK ILIKDW HW X W LR Q V
HI1H FWPLHYHHRD)\ FUKHHG L VE LONHKHL GV W K H IDY/ \GHHWAL B B Q O FIBX 6D Q J /0,
QHLJKERUGRREBDQQHU FR QWIGHVUHO@WS D X\B K QWKED 8 W\HD RGDWLR QV
VRXQGQHVV

7KH &WSLPSDFW RQ OHQGLQJ DFGHEDWH & D ¢ REPHHH R ES/HRUO/IHROVY DUH
WKDW WKH &5% PD\ LQGXFH EDQNV WR IRUJR PRUH SURILWDEOH
QHLJKERBEKRABRXUDJLQJ D GLVSURSRUWLRQDWHM®PRXQW RI OHC(
JXUWKHUPRUH VRRIBPBEPSH OWKBEWQNY WR PDINWHNORRDUIM WHRU K L \WKH
DUH PRUH OLNHO\ WR KDYH UHSD\PHQW SUREOHPV ZKLFK PD\ V>
VWDELOLW\ RI WKHRD§NLRSJOWVWRHPH UHVHDUFKHUV KDYH DWWL

Winter 1967, pp. 10430; andDavid L. Mengle,3The Case for Interstate Branch Bankingederal Reserve Bank of
Richmond ,Economic Reviewol. 76 (November 199)) athttp://www.richmondfed.orglublicationsiesearch/
economic_review/990pdf/er760601.pdfThe RiegleNeal Interstate Barikg and Branching Efficiency Act of 1994
(P.L. 103328 108 Stat. 233Boverrode longstanding state prohibitions against nationwide banking. See Susan
McLaughlin, *The Immact of Interstate Banking and Branching Reform: Evidence from the Staezkeral Reserve
Bank of New York,Current Issues in Economics and Finanea. 1, no. 2(May 1999, athttp//www.ny.frb.org/
researchdurrent_issuesil-2.pdf

5 For a description of the Fair Housing Act (Title VIII of the Civil Rights Act of 19868, 96284, 42 U.S.C83601 et
seq.), seéttp://www.federalreserve.gdwarddocsgupmanuatichfair_lend_fhact.pdfFor more information about the
Fair Housing Act, se€RS Report 9510, The Fair Housing Act (FHA): A Legal Overvigly David H. Carpenter
andCRS Report R44557he Fair Housing ActHUD Oversight, Programs, and Activitidsy Libby Perl

6 See Office of the Comptroller of the Currency (OCC)mMmunity Reinvestment AEact Sheet, March 2014, at
http://www.occ.gowbpicscommunityaffairspublicationsfactsheetdact-sheetcrareinvestmentact. pdf

7 Credit unions have membership restrictions, meaning these institutions may only lend to their membets. A credi
union may get permission to lend outside of its membership if it wants to operate in an underserved @rR3.I18ee
Focus IF11048Introduction to Bank Regulation: Credit Unions and Community Bankomgarison by Darryl E.
Getter Insurance and securities companies do not hold federally insured deposits and are not subject to the CRA.
8 The QCCis the primary regulatdor national banksThe Federal Reserve Systénthe primary regulatdor bank
holding companieand some state bankshd@Federal Deposit Insurance Corporation (FDEChe primary regulator

for state banks not under the Federal Resér@emore information, sé€RS In Focus IF1003%ptroduction to

Financial Services: Bankindy Raj Gnanarajah and David W. PerkiSgveral states also have separate community
reinvestment laws applicable to banking institutions under their supervision.

9 Safety and soundness regulation refersanks maintaining prudent loan underwriting standards and sufficient
regulatory capital to buffer against default risks and prudently underwrite qtiaified loans.

)YRU H[DPSOH VHH <DURQ %URR NorB&sKitly 18 2008) eutfptl/ @iw. fotb@s.co200807/
18fanniefreddieregulationopedcx_yb_0718brook.html

1 6HH OLF KD H OHBtort¢aHREk$pectives on the Community Reistment Act of 19777 )HGHUDO 5HVHUYH
Bank of ChicagoProfitWise News and ViewBecember 2013, &ttp://www.chicagofed.orglgital_assets/
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ULVN\LQB G®LRU WR WHKAHVVLRQ WR EDQNV DWWHPSWLQJ WR FRI
REMHRPWWKHMIV DUH FRQFHUQHG WKDW HQIRUFHPHQW RI &5$% REN
HQRXJK WR FRPSHO EDQNV WR LQFU HDBOP RIVD Q ERGDIDDMHNIY U FH V
6DWLVIPEVERWWHU SHUIRUPDQFH UDWLQJV GLVFXVVHG LQ PRUH
H[DPLQDWLRQV ZKLFK VRPH PD\ FRQVLGHU LQGLFDWLYH RI ZHDI

7KLV UHSRUW LQIRUPV WKH FRQJUH WV HRIGIB @ LGHHEDHWING B B QLFRHIL
EDQN OHQGLQJ DQG LQYHVWPH QE\H DIFWLE H WKUWREEW@QRL G R P H UV

H[DPLQDVDIFROQRRIZQED QN G H ML\QHDW R WHNEWUWDHY WKDW PD\ TXD
IRERLRDQ/EMKH WKUHH WHYQ/YHVYWPHQWQBRGIVHUYLFH WKDW FRO
WKH &5$% H[DPL®A WKRQF R RSBVMMNW)BEDOFXBDW HGKH UHSRUW DQDC
W IGH. | 1 L FXQONWALWDE)XOWN OHQGLQJ GHFLVLRQV WR @ BR$S § GARHOMWLYHV

QRW VBHPBLDOLW)\ DQG TXDX@WLWL RJ FW LY LABSFHR/P SOIDIQARH WK D
GRHV QRW UHTXLUH DGKHUHQFH WRVRRRW LK5 O X RMAD ¥ HRQUF E AR B K
OLQWIQH FRPSRVLWIARMQORS EDWMNROLRY WR HLWISHU WRR VWURQJ |
HQIRUFHPHQWDYNVDDNBOQWH @5 $FR H & MR MRKUH DBDRD QV WKH\ PDNH
WR /0, FXVWRPHUV 6%HBIRDPNYOWK DKL BOHINLQJ UHIJXODWRUV H[S
XQOLNHBOWRE®MH IRU &5%9 FRYRUEKWBDWIHRQPRELOLW\ RI OHQGLQ
GHSRWDLMLQJ DFWLYLW\ DFURV V YIDHULARRQD 0. @ B ® B IGIDW [RHDW G W  WRC
FRPSOLFDWHG WKH DELOLW\ WR JHRJUDSKHLGP®Q\ &HPQN YDULR X\
IL QD @FFVDIOYARXIVHM ®J LQ D GHVLIJQDWHG DVVHVVPHQW DUHD WKD
FRQVLGHUDWLRQ PD\ VLPSO\ EH SURILWDEOH PHDQLQJ WKH\ PD

LQFHQWQDIEO\ WKLV UHSFSWAMERVFXVMLBRQRRIGHDWLRQ RI
W KI5 $

1 jS—"—See""—cee

$V QRWHG DERYH WKH IHGHUDO EDQNLQJ UHJXODWRUV FRQGXF
ZKHWKHU WKH\ PHHW ORFDO FUHGLW QHHGV LQ GHVLJQDWHG DV
FUHGLWV RU SRLQW Y QZBHOLBDD QN WEHGUWYHPRUWJIDJIJH FRQVXPHI
EXVLQHVV OHQGLQJ FRPPXQRLRWW @HHWYWPH\ WKDWQGR®RBE EHQH
DQG HOWKW®WKY ZLWKLQ DVVHVVPHQW DUHDV

Ze'—'—e1e¢'71 1 ;eeZoeoe—Z7Z—e+1 >7ZSce

5HJX O PMILBQRY L GHNVUWIBEHV@EBER DUG R G L U MRBRMRUHNWKKY W XV H
DVVHVVPHQW DUV VP D@\ ZKLIXKO DW RSB $Z HOIOP EQ QWK RW LWV

publicationsprofitwise_news_and_view2d13PNVDec2013_FINAL_web.pdf

12 See Sumit Agarwal et aDid the Community Reinvestment Act (CRA) Lead to Risky Lendiagj@nal Bureau of
Economic Research (NBER), \Wking Paper no. 18609, December 201 tgi://www.nber.orgdapersi18609.pdf

B)YRU H[DPSOH VHH 5REHUWR 4XHUFLD -DQ QHNeCRD ®UB@Anding] anDReBdHOLFKDHO $ 6
to Improve ~ IRéVisiting the CRA: Perspectives on the Future of the Community ReinvestmErtAcl Reserve

Banks of Boston and San Francisco, February 20094758, athttp://www.frbsf.orgtommunitydevelopmenfiles/

revisiting_cra.pdf

14 SeeRobert B. Avery, Marsha J. Courchane, and Peter Zoitme CRA Within A Changing Financial Landscape,

Federal Reserve Banks of Boston and San FrandisB®visiting the CRA: Pspectives on the Future of the

Community Reinvestment AEebruary 2009, pp. 387, athttp://www.frbsf.orgtommunitydevelopmenfiles/

revisiting_cra.pdf

15See KenneK % HQWRQ DQG URdgGtandinD théJTovhmanity Reinvestment fssessment Area

Requirements” )HGHUDO 5HVHUYH %Masiiné CBripliadde GuHlapierkt (QDarter 2014, at
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DVVHVVPMWOSL BD®MOD JHRIJUDSKLWEE GRHADAMRIRIGY RIILFH
EUDQFBEOE® GWSRYDQW DXWRPDW DN VZ HQOWINR POIRFEREQEI/W H
ED@RVWLILQDWHY DQG SXUFKDV H V3 WKHEWWPHDML DO FSIRW WX RW RH @
LQFOXGH DRHOMRSWR CRAWD Q VW D DA VARHYIRERH D UXHFDX V0 8RR ORW L FD O
VXEGLYLVLPBRYIMKRLNWREDPKODWLRQ %% DOVR UHTXLUHV WKDW
PD\ QRW UHIOHFW L ODWE D\W UDLUASQALHRRAICRVBIRRGHIN [W H Q G
VXEVWDQWLDOO\ EH\RQG DQ QESDER XRQTGODMV\R W BHV DADWHIY \EREKQ W
LQ D PXOWLVAVQMHHIZE® DWRUV UB JXINONW DN VWPYHGE DUHD GHOLQF
IRU FRPSOLDQFH ZLWK 5HJXO/DSILIRVY Rol9%NKHHT X E S HPBIRWVOWD W L R Q

,QVWHDG RI D PR U6 H®RQMDOVWHR QBIEW B P 8 (ORDNRIER OL QP V
SHUPLVVLRQ@WWR B\WMIRWHFRPBOLDQFH ZLWK 5HIX@DWLRQ %% UHT

H[DPS®ROHVDOH DQG OLPLWHG SXUSRVH EDQNV DUH VSHFLDOL]
PRGHOKWROHVDOH EDQNV S U RO HVXWY YDV HOWD WFRH FIRWI-R UDW LR Q\
ILQDQFLDO LQVWLWXWLRQV WKH\ JHQHUDOO\ §RFKRDW SURYLGH
LQGLYLGXDOV DQG VPD®XUBRVHOBHYYNRZIEBRENEW OLQH H J
FRQFHQWHWDMALRMIGRIIH WK HU W KD QUEURM. GH ID ZRERL.® O SURGXF
VHUY LAHADHOQ NL Q WIBU MBSO\ WR WKHLU SULPDU\ UHJXODWRUV WF
D ZKROHVDOH RU ONPRLQVG G BX BSBVHIEFDL@DWLRQ SXUSRVHV DUH
VWUDWHJILRAEODW R BWHHLAAQRW B 6 LMWLRKDFSDIFLAVLHY EXVLQHVV VWU
DQG H[SHWKWLR$SWLRQ WR GHYHORG HI L\QMGD&FI$IS A LSI& D ® DRY FSHU BR T
DFLODEOH WR DQ WHEB®N7KKESMEFOLFVRY DOORZHG WLPH H J G
LQSXW RQ WKHING VWD RB DIERUSFKR Y FEOWLIWKH SODQ WR LWV SUL
UHJXOMWRBSURYDO ZLWKLQ GDAWBPNHYHWKH DSSOLFDWLRQ

7Se'e’'—el Ee'Y'e'Ze

5HIXODWARKVY¥IRW LPSRVH OHQGLQJ TXRWR U RUL Rk WPHOWRYL G
EDQANWRKZLGH YDULHW)\ RI RSWLRWKEWRHV M B NAXVD/@IH MDAH G\B IR |
DFWLYQWOQNBH FROW XPHIXVRQEVVFARPEQDW\ L QIGIF WREZQW V
FRVW VWUDMFHERXOG EHQHILW?Z )R D WHH DK SDOIG HIANMWREVUHFHLY
FUHGLWYV IRU VXFK DFWLYLWLHV DV

https://consumercomplianceoutlook.&@l4first-quarterinderstandingrasassessmerdrearequirements/

®6HH )HGHUDO 5HVHUYH %DQN RI .DQVDV &LW\ P&QRQW $BHOWIIBXUXVWI OLQHDBW
https://www.kansascityfed.omggibankingfedconnectionsirchivefielineationof-assessmerdreass8-1-17.

17 According to the U.S. Office of Management and Budget (OMB)etopolitan statistical ar¢dSA) is a core area

containing a substantial population nucleus, together with adjacent communities having a high degree of economic and
VRFLDO LQWHJUDWLRQ ZLWK WKDW F R U Hittp§: . Ot sl By § &nistirize@s/ DQ G OLFURSROC
metromicro/about.html

B6HH 2&& 3:KROHVDOH DQG /LPLWHG 3XUSRVH %DQNV XQGHU WKH &RPPXQLW\
https://www.occ.treas.gapicsEompliancebsatraivholesaleandlimited-purposebanksundercra.html

9 6HH 2 &&tioAal Banks Evaluated On the Basis of a Strategic Plam tmel€ommunity Reinvestment Act

September 14, 2017, ttps://www.occ.treas.gowpicstompliancebsatraktrategieplanrundercra.html

20 6HH 2 & &idelihes for Requesting Approval for a Strategic Plan ude€Community Reinvestment Acit
https://www.occ.treas.govéwsissuance$iulletins/1996bulletin-1996-11a.html

226HH %RDUG RI *RYHUQRUV Rl WKH )HGHUDO 5HVHUYH 6\VWHP 3&RPPXQLW\ 5H|
7, 2018, ahttps://www.federalreservgoviconsumerscommunitiesa_strategic.htm DQG )', & 3$SSURYHG /LPLWHG
3XUSRVH 6WUDWHJILF 30DQ DQG :HpsQuwmIdRidowegulstiangomwiunRyQ Vv S HSRUW ~ DW
communityapprlp.html

22See OCCCRA: Community Development Loans, Investments, and SeivamtsSheet, March 2014, at
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X LQYHVWLQJ LQ VSHFLDO SXUSRVH FRPPXQLW\ GHYHORSPHQ
IDFLOLWDWH FDSLWDO LQYHVWPHQWY LQ /0, FRPPXQLWLHV

X SURYLGLQJ VXSSRUW HJ FRQVXOWLQJ GHWDLOLQJ DQ HF
WUDQVDFWLRQV IRU IWHWHR W Q® DURNMLBRXOQJVWRHIGFH IDFLOLW
PLQR DIQME\ ZRPHIHG ILQDQFLDO LQYWRMKWUR Q VW @ Q LRRA/
0:/,V WKHUHE\ HQKDQFLQJ WKHLU DELOLW\ WR VHUYH /0, F

VHUYLQJ DV D MRLQW OHQGHU #RU D ORDQ RULJLQDWHG E\ |

IDFLQUWD@QWMQFLDO OLWHUDF\ HGXFDWLRQ WR /0, FRPPXQLW
VXSSRUW RI HIIRUWYV RI 0:/,V DQG &'(V WR SURYLGH ILQDQFI

x RSHQLQJ RU PDLQWDLQLQJ EDQN EUDQFKHY DQG RWKHU WU
FRPPXQLWLHYV DQG GHDWHDRDYWHG GLVDVWH

X SURYLERERNW HGXFDWLRQFB®RBQRERWERZRY V
X RITHULQJ LQWHUQDWLRQDO UHPLWSWDQFH VHUYLFHV LQ /0, F

7KH H[DPSOHV OLVWHG DERYH DUH QRW FRFSWEPDWQWVFBE\ EXW W
HQJDJHREQVRRDV LG HUD W LR G FRUBDENSLRUHGHIXWDWRUYV ZLOO FRQV
DZDUGBE® FUHGLWWR D OGO LDHWWUYLWLHY RFFXU ZLWKLQ DQ I
DVVHVVPHORH BBREMBWIWKHQ XVHG VIR FERPEXWG! PREBRWLWH &5$ UD

‘71 1 8- —S8i7 @2

5HJX O DWRMBYW R U H HZ KMHAKWIPWRHAQ WIKHHQ GLQQYH V \\DRIHBRUAKM HF VAW V
UHVSHFWRYEPWHUPLQH ZKHWKHU D EDQN LV PHHWLQJ ORFDO FLU
DUHMDKWOHQGMHMW HYDOXDWHVY WKH QXPEHU DPRXQW DQG GLVWU
JHRJUDSKLF FODVEM@RDWUIRQW RIPDOO EXVLQHVV VPDOO IDUP
7KHQYHVWRWQY\B EFMERP PXQLW\ GHYHOR SIPG! QWK H QY¥NWW P PIO@W D |
7KMHUYWHWW HPDEPBRM@MWDLO VHUWXFKWEWOWHWDELOLW\ RI EUDQ

OREZRVW FKHFNLQJ LQ WKH DVVHVVPHQW DUHD 7KH SRLQW V\VW
OHQGLQJ LQYHVWPH®W ODQ 8VWEDIMAKSH LGHHYGMWQ L WHVW LV JHQHL

http://www.occgovtopicscommunityaffairspublicationsfactsheetdact-sheetcraloans. pdf

23p L. 102233 the Resolution Trust Corporation, Refinancing, Restructuring, andament Act of 1991as

amended by.L. 102550, the Housing and Community Development Act of 13$i2es positive CRA credit to losses

resulting from branches transferredminority- and womerowned institutionsP.L. 102550allows cooperation with

minority- and femaleowned institutions to receive such creéfibr examples of various qualified community

investments and technical assistance that can receive consideration for CRA credit, see OCC, Treasury; Board of
*RYHUQRUV RI WKH )HGHUDO 5HVHUYH 6\VWHP )' & 3&RPPKIALMErSHLQYHVWPHQ
5HIJDUGLQJ &RPPXQLW)\ 5HL @atlera! Regikicp¥87 1698 8Y, LNovember 20, 2013.

24 0n September 29, 2010, federal banking regulators implemeriteti10-315, 122 Stat. 3078, which allows CRA

consideration to be given to banks that make ¢ost education loans to LMI borrowers. See Board of Governors of

WKH )HGHUDO 5HVHUYH 6\VWHP )',& 2&& 2IILFH RI 7KULtyw 6XSHUYLVLRQ 3$JH
BHLQYHVWPHQW $FW 5XOH WR ,PSOHPHQW 3URYLVLRQ RI +LJKHU (GXFDWLRQ 2!
2010, athttp://lwww.gpo.govidsyspkg/FR-201010-04/df/2010-24737 .pdf

25 For more information on remittances and recent regulatory developmen®&RSeReport R4321 Remittances:

Background and Issues for Congrelsg Martin A. Weiss

26 A more extensive lisof activities eligible for CRA credit consideration can be found at FDIC, Board of Governors

Rl WKH )HGHUDO 5HVHUYH 6\VWHP 2&& 3*$JHQFLHV 5HOHDVH )LQDO 5HYLVLRQV
5HIJDUGLQJ &RPPXQLW\ 5HLQY HViibér 52013, &ttp HWinwv.fddealieseivéigod R Y H
newseventgressbcreg20131115a.htm

2T The point system is illustrated at Federal Financial Institutions Examinatidh@6LO 3&RPPXQLW\ 5HLQYHVWPHQ
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UHJDU GHKG PRVW RPSRKUWDIQIWHH WHVWY DZDUGLQJ EIDRQNV WKH F
DOO UDWLQ$VFDNRDEREMHED QNV UHFHLYH IHZHU FIHOLIWWVHIRU PDI
LQYHVWPHQWY WKDQ IRU SYREKXGDYJX@LGHF WD KHRB G ) GLR L Q\GHV W\
LQVWDQFHV DODXDPWLYRRWH BAKDQ RQH RIZWKH SHUIRUPDQFH WH

Table 1. Points Assigned for CRA Performance Under the Individual Lending,
Investment, and Service Tests

Rating Lending Investment Service
Outstanding 12 6 6
High Satisfactory 9 4 4
Low Satisfactory 6 3 3
Needs to Improve 3 1 1
Substantial 0 0 0

Noncompliance

Source: Federal Financial Institutions Examination Council.

JHGHUDO EDQNLQJ UHQO@QFWROME BIVHWEOWBMRIERIF LW\ FRQVWUDLQV
DQG EXVLQHVV VWUDWHJLHY GHPRJUDSKLF DQG HFRQRPLF GDW
RS SR UW X QEFQFK/P COUQRFORI DH W Y W R UVH B QUE NSHVIHUND FIURRMA Y D U\ D

EDQWW5$ H[DPLQDWLRQ ZDV FXVWRPL]JHG LQ WR DFFRXQW IR
EXVLQHVS® PRGHOV
Q WKH EDQWVRNVGHHUE U HWALDABGDN W B PLHIGFIEYAEBHUNM PID O O

EDJNAKH EDQN UHJXODWRUV D OWKR H & & R DIER/ VIKHH DG M M WWAH.G H
DQQXDMENIODWLRQ XVLQJ WK H!&R QR X-BPHWX B U WP OQOGED Q N
GHILQHG DV KDYLQ EIOCHYMRWBY® VMAMWREHU Rl HLWKHU RI WKH
FDOHQG D UL QH\DHIWP HDEL® R BQNPW OHIPY.OOLRQ DV RI 'HFHPEHU R
WKH SULRU WZR FDOHQGDUEWHDQLRBEXW GRHVMAMREBU  RI HLWKH
WZR FDOHE& ®REBIDIHNKBDNYQNELOOLRQ RU PRUH LQ DVVHWV

6PDOO EDMINVWDIBXYHO XDWHG XQGHU WKH OHQGLQW&HBRYVLBHIXODYV
UDWLRYV SHUFHQWDJH RI ORDQV LQ DQ DVVHVVPHQW DUHD

LQFRPHYVY DQG LQ GLITHUHQW DPRXQWYV J HDREWIDRS(KY. RDQD G LV WL
FRPSODLQWY DERXW SHUIRUPDQFH ,QWHUPHGLDWH VPDOO EDQ
LQYHVWPHQW WHVWYV /DUJH EDQNVY DUH VXEMHFW WR DOO WKUF

$FW ,QWHUDJHQF\ 4XHVWLRQV DQG $QVZHUV Baderal ReyisteBE63RRIP X2Q LW\ 5HLQY HV\
2001, pp. 336383640.

86HH 8 6 'HSDUWPHQW RI 7UHDVXU\ 2&& )HGHUDO S5HVHAUYH 6\WWHP )',& 3&RF
,QWHUDJHQF\ 4XHVWLRQV DQG $QVZHUV 5HJD U Gedphl RYBEFaQUaM'E, SHLQYHVWPHQ
2009.

2%6HH 2&& )HGHUDO 5HVHUYH 6\VWHP )',& 2IILFH RI 7KULIW 6XSHUYLVLRQ 3&R
and Home Mortgage Dis& VX UH )L Q D Bedekal(Registép215622223, May 4, 1995.

¥ 6HH %RDUG Rl *RYHUQRUV Rl WKH )HGHUDO 5HVHUYH 6\VWHP 2&& )',& 2&RPP
70 Federal Registed425644270, August 2, 2005.

3L bid.

26HH 2&& 7UHDVXU\ %RDUG RI *RYHUQRUV RI WKH JHGHUDO 5HVHUYH 6\VWHP
Asset6L]H 7TKUHVKROG $GMXVWPHQWYV IRU 6PDOO DQG ,QWHUPHGLDWH 6PDOO ,QV
https://www.federalreserve.gmdwseventgressreleasdstreg20181220a.htm
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" 7—"e01 —VYZe#SAe6brlsl 1 "T—e’'eZ>Se"—

$V PHQWLRQHG SUHYQRXWR\ERUUREWUOH@®NLQJ SODFH LQ ZKDV
SULPDU\ OHQGLXDORMUAFHVRUHGLW X Q G HQUY MAKW POIDQVG/L QYD M/LHYIWS (
LHFRQGDU\ OHQGQ @ZKPPKNBWNVWRUV SXUFKDVH ORDQV WKDW
RULJLQDKNVWE&DWXBLWWOH RU QR GLUHFW LQWHUDFWLRQ RFFXUV
TXDORUW &5$ FUHGLW XQGHU WKH LQYHVWPHQW WHVW 6HFRQGD!L
GHIDX®WWMWRAMNMWHG ZLWK D ORDQ LI WKH HQWLVHW RD QRINQS/XUF
DUH SRROHG WRJHWHHR QEOMHY O RRIIVURXIVS XUFKDVH ILQDQFLDO

ZKLFK WKH UHWXUQV DUH JHQHUDWHG E\ WKH SULQFLSDO DQG L
SRROWKHUHE\ VKD UL Q JL W HFEND H Q\GBLEER@K V RKDWR DO OHU SRUWLRQV
GHEW VHR{ULWRRQ RKORDIGWH DUH VLPSO\ DOWHUQDWLYH PHV
$V VKRZQH@MERYH DBDEDUHFHLYH &5$ KRGWLGWHEBWRBOGLQJ WHVV
PDNLQJ D ORDQ WR /0, LQGLYLD XBGMUWDKOD IV W& B\ Y GH®\WEH G E\

+RPH $GPLQLVWYDWKRQ@HYHU D EDQN SKDFXIBGE HX $RROWVLRILHS

JXDUDQWHHG PRUWJIDJH RULJLQDWLRQV WKLV DFWLYLW\ UHFHL
EDQN UHFHLYHV OHVVIEOD GHNBQW AKKHDQY MK HELWK RWKHU OHQGH
IRU PDNLQJ D GLUHGWDIRDR| WBE PRQGLQJ ULVN HYHQ WKRXJK
OHQGLQJ WR /0, ERUURZHUV

,Q VKW L Y L WX DIORWM KSBW ZBHMESW QGHG WR HQFRXUDJH EDQNV
SXEOLF ZHOIDUH LQYHVW FMND ®/MAORINE WSE K LLDFD OO\

x DSXEOLF ZHOIDU3t ,L QWROWPRWKHVS XEOLF ZHXAI@QUH E\ SURYL
KRXVLQJ VHUYYKIMN PRUWNOREHQHILWD/QGLQGLYLGXDOV

X DFRPPXQLW\ GHYHORS®PHBRPRQRPH¥VERHPWRSPHQW LQYHVWP
RU SURMHF VKAV B D W HPFXEWYORS@WY RI &', DFWLYLWLHV LQFO.
SURPRWLQJ DIIRUGDEOH KRXVLQJ ILQDQFLQJ VPDOO EXVLQ
FRQGXFWLQJ DFWLYLWLHYVY WKDW UHYLWDOL]H /0, DUHDV

YD QNPH\QJIDIAHU@PWQYLWLHY WKDW W\SLFRPOQG®N I FRXNDKCH Q FEW EML §
ODPY ORQJ DV WKHVH DFWLYLWLHYVY SURPRWH WKH SXEOLF ZHOII
XQOLPLWHG FOUL BIED P § OH (B-DIMIMBYOQ RW DOORZHG WR PDNH GLUHFW
SUHIHUUHG RU FRPPRQ HEDXNLQVKBUEPWHRN \ERBHAKDVH HTXLW)\

VKDUHV RI LQVWLWXWLRQV ZLWK D SULPDU\ PLVVLRQ RI FRPPXQ
GHWDL®SIS¢ QUK DMROORZDEO W BKHO)LMIDM FLDO 6HUYLFHY 5HJXOD

3B EHH '"HUHN +\UD HW DO 37KH 6%$fV D /RDQ 3URJUDFCo#mubit [LEOH 7RRO IRU
Developmentinsights 6 HSWHPEHU DQG :LOOLDP 5HHYHV 3)+$ N ORUWJIDJH ,QVXL
%DQNV DQG %RUURZHUV 5HY LW D OCiHmerPhevel@p@ahtslinslgiuag POUK RR GV

34 For a more detailed definition of a PWI, see O@Gblic Wefare Investmentd-act Sheet, July 2011, at
http://www.occ.gowbpicscommunityaffairspublicationsfactsheetdact-sheetpublic-welfareinvestments.pdfand
12 C.F.R8824.2, 24.3, and 24.6 http://www.gpo.govitdlsyspkg/CFR-2013title12-vol1/pdf/CFR-2013title12-voll-
part24.pdf

35 Community developmeinicludes®DFWLYLWLHYVY WKDW SURPRWH HFRQRPLF GHYHORSPHQW E!
farms that meet the size eligibility stabdd GV FRQVLVWHQW ZLWK 6PDOO %XVLQHVV $GPLQLVWUD
'"HYHORSPHQW &RPSDQ\ DQG 6PDOO % XV L Q BeédefimiohtoMSbrruQitW & RPSDQ\ SURJUDP
Development, Federal Rese®/é2 C.F.R.§228.12, ahttp://www.phil.frb.orgtommunitydevelopmentvents/
developmenfinancingin-ruratpafpresentationsta_rurall11606_definitions.pdf

36 See OCCActivities Permissible for a National Bank, Cumulatieril 2012, athttp://www.occ.govypublications/
publicationsby-typebtherpublicationsreportsbankact. pdf

37Under PWI investment authority, banks can make investntieait®re not otherwise expressly permitted utioer
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$FW RI 3/ LQFUHDD PR XMH@BDMW LR QD D EDRMILIMWLRQV DQG VWD
EDQWWDW DUH PHPEHUV RI WKH PL@YHE OV E B Y E H YLD R BV IMADPW L R Q
WR RD EBQNXQLPSD L UHBGEF DRSS MXOUDE® X V

&', WKDAHLOLWEMQSHVLIQDWHG PDVHAXDORGWRUWHEDL W )RU &5$
SXUSRVEMILWKBELRIDR[SDQGBHG WR DQF®OXKGBIEY BGVYWUHVVHG
UXUD® DYPEBVLIQDWHG €MD WKE W BUHDYDO UHEXLOGLQJ IURP V
KXUULFDQHV |0RR®RYQDMEBRNW K M1 REV®MNDH/WHU DUHD SURYLV
DOORZV EDQNV DQ\ZKHUH LQ $PHULFD WR UHFHLYH FRQVLGHUDYV
PDNLQJ FUHGLW DYDLODEOH WR IDF CORVABYH GHHRSI GVRADLW LRDQR U J
DVVHVVPWQKX\D UMDBIHY LVLRRY WG VEKHGHILQLWLRQV PDGH PRUH
DFWLYLWLHYV HOLJLEOH IRU &5$ FUHGLWYV

7KH EDQNLQJ UHJXODWRUV ZRXOG FRQVLGHU DZDUGLQJ IXO0O &5
WKDW PDNHGEL'U OFRMIQMLD CMMHVB/PEHU WKH LQYHVWPKHHQW WHVW
EDQNLQJ UHJXODWRUV P FU FIGRBWN RAR QSCJLRIHFWH KWK HVWPHQW V
$SSHQSWRYLGHY H[DPSOHV RI &', DFWLYLWLHV WKDW ZRXOG TXD
WKH LQYHVWPHQW WHVW $Q\ DZDUGHG &5$% FUHGLWYV FRXOG EH
W\SLFDOOYBERX\G/ KIRQWURO RYHU ZKHQ DQG ZKHUH WKH IXQGYV

Zoezee®1™e1e'Z1l 1 jS—"—Se'"—

7KH &5% ZDV UHYLVHG LQ WR UHTXLUH GHVFULSWLYH &5% FRF
PXVW EH GLVFORY AKGHARR SRK H WL DOYA TPEDMBHD ERODWHG XVLQJ
WKH SRLQWY DVVLIQHG IVRR 2QEIEDHNE R YYILDEEKHND WAHWDMMNG L Q J

National Bank Act. See OC®ublic Welfare InvestmentBact Sheet, July 2011, lettp://www.occ.goubpics/
communityaffairspublicationsfact-sheetdactsheetpublic-welfareinvestments.pdfand 12 C.F.R§824.2, 24.3, and
24.6 athttp://www.gpo.govilsyspkg/CFR-2013title12-vol1/pdf/CFR-2013title12-voll-part24.pdf

38 Supervised banks are restricted as to how much they are allowed to lend to a single bbnelgading limit

DSSOLHV W BnimpEited EdpiaNaRdiunimpairedrplus, and higher amounts may be permitted for different

types of loansGenerally sSHDNLQJ XQLPSDLUHG FDSLWDO DQG XQLPSDLUHG VXUSOXV UHI
capital, which includes its allowance for loan and lease losses, minus any nonmarketable intangitff@atbeetsgal

definitionsof unimpaired capital and surplugefart 21% Loans to Executive Officers, Directors, and Principal

Shareholders of Member Banks (Regulation O)r-&8eral Registe8837, February 24, 1994, lattp://www.fdic.gov/
regulationsfawstules/7500-1300.html

39 These areas are available from the Federal Financial Institutions Examination (Jéomeiample, see the 2012

List of Distressed or Underserved Nonmetropolitan Middme Geographiest https://www.ffiec.govtrapdf/
2012distressedorunderservedtracts.pdf

40 Federal disaster declarations listing affected counties are available from the Federal Emergency Management Agency

webste at http://www.fema.gowiewstlisasters.fema

“46HH %RDUG RI *RYHUQRUV Rl WKH )HGHUDO 5HVHUYH 6\VWHP )',& 2&& 3%DQ!
SHLQYHVWPHQW $FW 5 X 014,\2005sdttkh VWi iddeddl iz serve. gd&d@ndDocgpresshcregl005/

20050719 efault.htm

42 Regulatorsmay withhold omprorate CRA credits for indireabvestments to ensure they are applied toilwome

community development§.or example, suppose a projddf SHFWHG WR EH FRQVWUXFWHG RU FRPSOHWE
assessment area is relocated elsewhere (outside of the assessmehbardajs unlikely 6 receive CRA credits for

any priorinvesimentin the securities to facilitate thproject. For more information, see U.S. Department of Treasury,

2&& )HGHUDO 5HVHUYH 6\VWHP )',& 3&RPPXQLW\ 5HLQYHVWPHQW $FW ,QWHUI
&RPPXQLW\ 5HLQY HVWeddral Regist&IANuU&iA6, 2009.

43U.S. Congress, House Committee on Financial ServidesCommunity Reinvestment Agstimony by Sandra F.

Braunstein, director, Division of Consumer and Community Affairs"X@hg., 29 sess., February 13, 2008, at
http://www.federalreserve.gawwseventséstimonybraunstein20080213a.htm
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DQEDWLVIDEW REFEBWDEMBEWRQIV LQ ERWK FRPPXQLW\ GHYHORS
OHQGIDUH QHFHVVDUGDRW DMIYRWERVEMNINY PXVW QWFHLYH D VXII
DPRXQW RI SRLQWV IURP WKH LQYHVWPHQ\&XMQ/GV BDMBIIPIH W HV W

Table 2. CRA Composite Rating Point Requirements

Total Point Requirements

CRA Composite Rating (for Large Banks)
Outstanding 20 or more
Satisfactory 11-19
Needs to Improve 5-10
Substantial Noncompliance 0-4

Source: Federal Financial Institutions Examinations Council.

5HIJXODWREE$UQMWRQGH | DKMIBHQ GHUXHVW SHUPLVVLRQ WR HQJDJ
DFWLYLWLHPRRK@EHEXRDQRWKHU LQ VIVOUW XKXWHWRWYV '@ UWLFXODU
DSSOLABWHBIHUY DQG DBAKENDQYLRA WKDIWO PBEG DHIDLQVW EDQNL
RUJDQLLWIKR QN W l6@IWL E HIRZR UW KH E D Q N DR X € BHeaN WIRW V
HYLGHQFH Rl GLVFULPLQDWLRQ RU FUHGLW SUDFWLFHV WKDW Y
DQ\ DIILOLDWH ZRXOG D GIV HUWIHIDX CON ILARFEVERD @®HEIHEWA\D Q F H
$SSOLFDQWV ZLWK SRRU WDV KINVFPIMLRIDWXEPLMUWKOHNL QJ WKH ¢
LPSURY H®RIQMMHG LQVWLWXWLRQV PXVW SRVW D &5$ QRWLFH LQ
SXEOLFO\ DYDLODEPRPB R&ABRHHG RO B 19 EW

’oO’CEioO’Z(E]_ 2°Z>—’—’—°l 1 “ZCE"VZ—Z\

*LYHQ WEBDMWLWIQHRW D IHGHUDO DVVLVWDQFH SURJUDP DQG WKD)
VHSDUDWHO\ QR VLQJOH IHGHUDO DJHQF\ LV UHVSRQVLEOH IRU

&RQJUHVV GLUHFWHG WKH )HGM UHD H B WY REHD HHX/R UWDMDX G\ WK
5HVHWWWXG\ UHSRUWHG WKDW OHQGLQJ WR AU, HRQPE@IPHWQ KD G L
EXW IRWQADV QRW SRVVLEOH WR GLUHFWO\ DWWULEXWH DOO RI
DGYDQFHPHQWYV LQ X GB\HW AMEMAIDDRIER YKHIY WKIHQDEOHG OHQGHUV
DQG SULFH ERUURZHU GHIDXOW ULVN WKXV PDNLQJ FUHGLW DY
UHMHFWHG SULRU WR VX% KKWWPRKHFROLRIQ FHIDPRL@HNQWKM GLIILFX

44 The text of this joint ruling is available http://www.federalreserve.gdwarddocgresscreg200520050719/
attachment.pdf

45 See OCC, Board of Governors of the Federal Reserve System, and FORPPXQLW\ 5SHLQYHVWPHQW $FW
5H J X O D ¥ hitR:Qwvw.federalreserve.gdwarddocgressthcreg?2005200507 1 %ttachment. pdf

46 See Federal Reserve Baof Atlanta,Community Reinvestment: Does Your Bank Measure atp?
http://www.frbatlanta.orglubstracommunity_reinvestment_does_yournkameasure_up_printable.cfm

47 Board of Governors of the Federal Reserve Systéma,Performance and Profitability of CR2elated Lendingat
http://www.federalreserigovboarddocsurveystraloansurveyratext.pdf

“%)RU VWXGLHVY RQ WHFKQRORJLFDO GHYHORSPHQWY DQG FUHGLW DYDLODELOL
6FRULQJ DQG WKH 3HUIRU P Orédetdl Rekeni@ BiletiR|UBR/ 13D D @y 1996), pp. 62448;

6XVDQ :KDUWRQ *DWHV 9DQHVVD *DLO 3HUU\ DQG 3HWHU 0 =RUQ 3$XWRPDWEF
1HZV IRU WKH 8 ®laukingWPélity\DEatevdl. 13, no. 2 (2002), pp. 369 OLFKDHO 6 %DUU 3&UHGLW
:KHUH W &RXQWV 7KH &RPPXQLW\ 5HNwYeN Whivéet<pha® Réviewdd 80, 0.2 &ULWLFV ~
(2005), pp. 513 DQG -RKQ 7D\ORU SRamevRi for Reviditirtg the ERA  REVisiting the CRA:

Perspectives on the Futuoé the Community Reinvestment Aatderal Reserve Banks of Boston and San Francisco,
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OHQRXWRRBHUHFWO\ WRQWK B HIBI$QJ T X H V WOREMH BRIV IMWHHHE/ \D E R X W
&5$%$ H[DPLQDW L ROKEHWX/GHHDQ WZIOHD &FHIVRIINR X U D DM BD QN LWVDR
KLJKLWHN GLRQ G Z KNHWHK IHQF U H DVRI 300 H R BALEFHRL HR DFW P H QW
FDQ EH DWWULE X W@IRH GWRK R WINSILYSW RIRW WKH &5$

ele‘Zl 1 iS-"—8K¢ZEDBYZ

4XHVWLRQV KDYH EHHQ UDLVHG DV WR ZKHWKHU WKH &5$ H[DPL
EDQNDELOLW\ WR PQHING @R PrB OAHUHH &5 H[DPLQDWLRQV KDYH DQ
VXEMHFWLYLWHNDQXBRMPRWRH TXDOLW\ DQG TXPRQWHWPWRIR&5$ FR
T X D OML WX O [BW R/UNU PEL Q1) RWKDHW L Y H Q H\RV RXIDI@IH LLHEG. GIRM\Q SUR G XFW
SLQQRYDWLYHQHVRIRWXDB QP SOIH[ LLVQ \YVH Y QR Y DWRE BRIHDDWI Y
VHUYLFH JURXSV RI FXVWRPHUWKQ %P HEN URRVOR LAQRNADZHRUPHHXIS $
LQYHVWPHQWY UHFHLYH UHODWMNY M XGR FRVQKAH UMY IHNQ XBK\WD R/ \@ RHI R
GHILQLWQGR YRPIVKDWHBMNY HVWDEOLVKHG DOWKRXJK UHJXODWRL
H[DPSOHV DV JXLGHOLQH YQNHU ED RN VIRHRD MRIOQ\R ZR I ILFLDO TXRWLE
LOGLFDWLQJ ZKHQ EDQNYV KDOGIL GLRIEH DHFQRXY1KV& HY WR UHFHLYH
'LWKRXW VSHFLILF GHILQLW LW &N $RHM RH QW WRQ PD \REHT KR @\DLNG
VXEMHFWLYH

$OPRVW DOO EDQNW[PPVQ MEKRIGKKZY WKH DYHUDJH DQQXDO FRI
VFRUHV Rl EDQNV WKDW UHFHLYHG &5$% H[DPLQDWLRQV DV ZHOO
H[DPLWLRQV?EQ VHGIRPRD® EDQNV UH F&HRLWH VDRERPBWWHAUHUDWLQ J
UHJDUGOHVV Rl WKH QXPEHU RREDQRV\ HDLRKL (DHSESUL RFDE BHVDRIO \
RI EDQNV H[DPLQHG BHDRHLLWYIR G XWRUWWMIQEGKMWU WKH FRQVLVWHQW O
UDWLQJV UHIR HRWOW KB RH R Q EZXG MVEHIH B 5 F-HJDRPL QDW LR Q
SURFHGXUHV QHHGE GRSURXPRHWYW GLVFHUQ

February 2009, pp.--2, athttp://www.frbsf.orgtommunitydevelopmenfiles/cra_30_years_wealth_building.pdf

“®)YRU H[DPSOH VHH :LOOLDP & THsSTWertyHAip Ank/ersaty ofXh® Dommunity
Reinvestment Act: Past Accomplishments and Future Regulatory Challénggd GHUDO 5HVHUYH,%DQN RI 1HZ <R
EconomidPolicy Reviewvol. 9, no. 2 (June 2003), lattp://www.newyorkfed.orgésearctépr03v09n20306apga.pdf

50 SeeCommunity Reinvestment Act PresentatieDIC Division of Depogbr and Consumer Protection, at
https://www.fdic.gowegulationsiesourcedirectorpresentationsta.pdf andCommunity Reinvestment Act:
Examination Proceduref®r Large InstitutionsFederal Financial Institutions Examination Council, July 2007, at
https:/iwww.ffiec.gowtrapdf/cra_exlarge9.pdf

51 See Federal Reserve Bank of Minneap@RA Quaified Investments in the Federal Resef\inth District,
Community Affairs, May 2001at https://www.minneapolisfed.orggmmunity _educationbmmunitytra/
QualinvestReport.pdf

521n 2015, for example, there were 981 CRA examinattobg4 for small banks, 269 for intermediate small banks,
and 109 for large bank¥he 19 remaining institutions received CRA examinations that were different from the
convenional small bank, intermediate small bank, and large bank examinations.
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Figure 1. Summary of Annual CRA Examinations: Number of Banks Examined and
Average Composite Ratings

20062018 (4" quarter)
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$QRWIRMXHLVHG LV ZKHWKHU WKH &5%$ KDV UHMYONWHRED RY B DOHIY
WKDW LW HQFRXUDJHV EDQN S HVURESG G WHRBHMIMWRID®/L Y L G X D O
LQGLYLGXDOV DUH OHVV FUHGERRR WY LYW IR R4 LW K H U
&5$KRZHYBQR Y BWDRMVEZH Q G H U VHW B COHBNWHIBIL KEZHRUWV R |
ERUURBEHEWHGLW WEKR WLE&RS W L R X REG HDWXZNURVAKDAODGFFULHOGIL W
DYDLODMRRWK KLJK FUHGEUWGHLSWD DUWG DQGHBRSMDRWGRE HU V

FDQ EH FKDUJHG KLJKHU LQWHUHVW UDWHY DQG IHHV WKDQ WKF
OHQGHUV RRUJWBRNWHU DPRXQWYV RIRQWE DW RBOERDBIGO\W WM V N

H JLQWRHIUHVWQLWLD O O\D®RR Z BRIUWHKRZWUDWR REWDLQ ORZHU |
GXULQJ WKH HDUO\ VWDJHV Rl WKH ORDQ QDM D®Y XQGHU WKH
FLUFXPVWDQFHV PD\ LPSURWNKHLR)RIPOH &/ WHM X WD JWR DWIOHFW
FRVWV 7KH DELOLW\ WR FKDUJH KLJKHU SULFHV RU RIIHU VXFK
JUHD W H U LN FOHABI G D\ B MAHF K QIR® BRHYFHORSPHQWY LQ WKH ILQDQF

53 See Wendy M. EdelberRiskbased Pricing of Interest Rates in Household Loan MayBsiard of Governors of

the Federal Reserve System, Finance and Economics Discussion Serié2 2D88ember 5, 2003, at
http://www.federalreserve.gguibsfeds2003200362200362pap.pdf DQG 'DUUNO *HWWHU 3&RQVXPHU &UHG
3 U L F Daurhal of ConsumeAffairs, vol. 40, no. 1 (Summer 2006), pp.-83.
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R F F X D UWHED F VRR AW ESCEQIRIVO O L Q JQ H V VKW RUH@W 8 G LLGQWHRD UN H W V
DUJXDEO\ FDQQRAR EHOD WAWRUW E KV&5G

5HIXODWRUV DUJXDEO\ DUH PRUH UHOXRW DDM) MWRL § Al DKUG KE-DUQ N \
ORDQV JLYHQQMKH WWUGWWEUPLQH ZKHWKHU KLJKHU ORDQ SULF
ULVN OHYHOV RU GLVFULPLQDW R3BU RRIESWMHNG D MIRKD\DAVHRUG/L Q U K5 U L
FRQF H U QEHFSHIX\E K Q W LROID QER-QIVOOFHAL U RWINF VB LRQF XOW IRU UHJX
WR PROQRIVRHOO ERUURZHUV XQGHUVWRRG WKH GLREORVXUHV U]
ZKHWKHU DQ\ GLVFULPLQDWRU\ PW SWUKH BWL R H \ REFXODYQ RRWU RFLFXD
SHIXODWRUV XVH IDLU OGIH\WEH Q P LHI® RAXQ-DARHHERW IMFRYV KDYH EHHC
DSSOLHG IDLUO\ DQG FR Q VRVIWHRPWISHNIRF K BXU-HSS O [RFDQ AR G X F
RFFXUBING UWBEGWHRX 1K QRW LEBRWRHEEHYIR & 3R B PHDANLQV
VRPAHL JKSHUL FHG O R D QDW HUGG X8I BRARVLVF H WP S/AXAERIDWX P H U

G LV F O RMWXHRIUL®LUV F U WAKIDODL\RED & RDXGHDMAND WAVR DU H

X Q O L NHQF REUHDQ 8 LFON LS UL WKKEDW OW LQ ODUJH FRQ¥N @RDDWLRQ
RQ EDQN E D CD:pIFHFMKBILOW B HQ G E Y X BFWIPH WRHWJIDJHYV DQG SD\(
OHQGKQ¥H MQPSOLFLWO\ G EDRRKIXOD BERIPX\Q/ AFBUHEEBRDLO

Z<M™M3y 71 ">00Se7@1S—e1e'7Z1 72Se’¢’' 7]l "500Se71 77

$OWKRXJK QR FRQVHQVXV GHILQLWLRQ KDV HPHUJHG IRU VXESU
EH GHVFULEHG DV OHQGLQJ WR ERUURZHUV ZLWK ZHDN FUHGLW
KLIJKHU RDBGWWs FSWHPEHU WKH EDQNLQJ UHJXODWRU\ DJHQ
VXESULPH OHQGLQJ WKDW7EB\JIXIHY/MWQUAH WDYRH® BRI RI WKH
QRQWUDGLWLRQDO PRUWJIRIGOO PMBGVE B PH-EIFRVEDUEINMMMWOH H V W
PRUWJDJHV 7KH DJHQFLHV H[SUHVVHG FRQFHUQ DERXW WKHVH
DPRUWL]DWLRQ DQG WKH SRW H&RQ\DHOT KIRIMDWYAE D WPMH BRRUWL]D!
ORUWJDJH 'LV F O RSWRH WBNG NSVIXVIE NE 1.5 % DN\QRGWWKK HLU DIILOLDWHYV
RULJLOQDWHG RU SXUFKDVHG RROW ORDQYXHLMER RUREGRRIKRIO K U V
ZLWKLQ WKHLU &5$%$“*DWVONVP WEWUHIRDM UHFHLYHG OLWWOH RU

54 SeeOCC, FDIC, Federal Reserve Board, Office of Thrift Supervision, National Credit Union Administration,
Interagency Fair Lending Examination ProcedurEsderal Financial Institutions Examination Colingugust 2009,

at http://www.ffiec.govpdfffairlend.pdf andhttp://www.occ.gowopicsEonsumeiprotectionfair-lendingindexfair-
lending.html Also, banks may be awarded CRA credit for making higher risk loans insured by federal agencies, such
as the Federal Housing Administration (FHA) or the Small Business Administration (SBA).

55 The Consumer Financial Protection Bureau (CFPB) was created by Congress iR.2010%203) and given the
authority over both banking and nbanking firms that offeransumer financial products to ensure consistent
application of consumer protections. The CFPB, however, does not have the authority to award CRA credits to banks.

56 See U.S. General Accounting Offic@pnsumer Protection: Federal and State Agencies Faedlé@iges in

Combating Predatory Lendin@sAO-04-280, January 2004, http://www.gao.gowdssets/60A57511.pdf

57SeeCRS In Focus IF1099&onsuner Credit Markets and Loan Pricing: The Basiog Darryl E. Getter

58 Asset quality is one of the components of the CAMELS rating system used when examining the financial health of

8 6 EDQNV DQG FUHGLW XQLRQV )RU P RMahhge@enRNMaRRaVefiERaEinatibhH WKH )', &V 5L V|
Policies, atttp://www.fdic.govfegulationssafetymanual/

%6HH 5DMGHHS 6HQJXSWD DQG :LOOLDP 5 (PEBMic Syropsdéclicval REESLPH /HQGLQ
Bank of St. Louisvol. 13 (2007), ahttps://research.stlouisfed.opgblicationsés07/ES0713.pdf

60 See the joint press release, Federal Reserve Beederal Financial Regulatory Agencies Issue Final Guidance on
Nontraditional Mortgage Product RiskSeptember 29, 2006 http://www.federalreserve.gdwarddocpresshcreg/
200620060929 efaul.htm

61 See Neil Bhutta and Glenn B. Cannigl the CRA Cause the Mortgage Market Meltdpfederal Reserve Bank of
Minneapolis, Community Dividend, Minneapolis, MN, March 1, 200%itgt://www.minneapolisfed.org/
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VXESULPH PR UW OD/MWHGEWBIOO D WHRBLEGFRRIQW W G WIRD BN GREYW
KHOBHWLJIJDWH WKLV WIWKRAS MPORAHN JTRIH $S UL O IHGHUDO
UHJXODWRUV SURYLGHG H[DPSOHV RI YDULRXV DUUDQJHPHQWYV
ERUURZHUNHPRMUDIS/MWLRQ LQWR DIIRUGDEOH PRUWJDJHV DQG
ZRUNRXW DUUDQJHPHQWY ZHUH HOLJISEOH IRU IDYRUDEOH &5$ F

%DQNV DUH XQOLNHO\ WR UHFHLYH &5%$ FRQVLGHUDWLRQ IRU RU
IRUZDUG 7KHNRBGO 6WUHHW 5HIRUP DQG &RQVXPHWDRWRWHF WL
$SFW / UHTXLUHV OHQGHUV WE LFRQMLWRWABQV EPHRIWH H[WH
PRWNSH FUHGLW DQG RQH ZD\ IRU OHQYGBUM WR BRPEOD ILWVWR R
WKDW VDWLVI\ YDULRXV XKDIEW XZ H LW TIRIUD IFGHEBWRG X440V PD\ QRW
KDYH DQ\ QHJDWLYH DPRURIJOWS B P HQMBMG GRHW SR Q@AW VAVIF H H G
VSHFLILHG FDSV Rl WKH WRWDO ORYTEHBWRRRRRAH UQ\WRRW \FOD/GIY
H[FHHG 40 RULJLQDWLRQV ZLOO JLYH OHQGHUV OHJDO SURW
YHULILFDWLRQ DQG RWKHWRURSHWHYN GROZBZWGQ ILYBRFWKH O}
DIIRUGHG WR 40V VRPH EDQNV PLJKW VKRZ 40 HIRDQW U:H &XFWD C
WKLV LQ PLQG WKH IHGHUDO EDQNLQJ UHJXODWRUV DQQRXQFH:¢
SUHGRPLQDW H GRX400GORPW HMKHFW WR VHH DQ DGYHUVH HIIHFW R
KRZHYHU WKH UHJXODWRUV GLG QRW LQGLFDWHOWMKDW &5$ FRQ
$UJXDEO\ WKH IHGHUDO EDQNLQJ UHJXODWRUV DSSHDU OHVV L(
WKDW FRXOG EH VXEMHFW WR JUHDWHU OHJDO ULVNYV

_So’o~ooé)m.§mz_o’_o

YWQNV KDYH GHPRQWURNYYEGDIQFWBO R BRPMVGROODU FDVK
DGYDQ@RHFKVRBHODU WR $RQ\WKHORDBVRI VXESULPH FUHGLW FDU
SURWHFWLRQ VHUYLFHV D€RZ I YRIMIINW GIHL.S/AF\RDW DGND QUFRIVY HQ J D
LQ SDDGIB VLPLO DH QRIULRMILR/IO B XWHIR B MGKL V8 FERKX@ WDEL O LW\
5HVSRQVLELVEFORBRGH 3 / SODBHBMRAGWESULPH FUHGLW
FDUG OH®GGGHWHR@OI EDQNLQJ UHIJXODWRUV H[SUHVVHG FRQFF

publications_papengiib_display.cfmi?l=4136&; U.S. Congress, House Committee on Oversight and Government

Reform, Subcommittee on Domestic PoliBank Merges, Community Reinvestment Act Enforcement, Subprime

Mortgage Lending, and ForeclosureBestimony of Sandra Braunstein, Director, Division of Consumer and

Community Affairs, Board of Governors of the Federal Reserve SystefiCidi@)y., F sess., May 212007 ,at
http://www.federalreserve.gawwseventséstimonybraunstein20070521a.htmD QG 2&& B23&RPSWUROOHU 'XJDQ 61
&5% QRW 5HVSRQVLEOH IRU 6XESULPH /HQGLQJ $E XV Hhttp:/\avénLocB.god/VV UHOHDVH
newsissuanceslewsreleasef008hr-occ2008136.html

62 Board of Governors of the Federal Reserve System, U.S. Department of Housing and Urban Development, FDIC,
IDWLRQDO &UHGLW 8QLRQ $GPLQLVWUDWLRQ 2&& 2IILFH RI atkisLIW 6XSHUYLV
WR :RUN ZLWK ORUWJDJH %RUURZHUV :KR $UH 8QDEOH WR O&NH 7KHLU 3D\PHQ\
http://www.occ.gowiewsissuancesiewsrelease®007nr-ia-2007%41.html

63 These workout arrangements presumably would receive CRA consideration under the lending test given that new,
modified loans would be provided directly to borrowers.

64 SeeCRS Report R4507Fconomic Growth, Regulatory Relief, and Consumer Protection Act (P.t174)5and
Selected Policy Issuesoordinated by David W. Perkins

65 See Board of Governors of the Federal Reserve System, FDIC, National Credit Union Administration, OCC,
3 QWHUDJHQF\ 6WDWHPHQW RQ 6XSHUYLY¥RDO $/3 $GRDOE KW RDJI HX/ROIQVHGSDE B VL E
December 13, 2018ittp://www.federalreserve.gawwseentspresshhcregbcreg20131213al.pdf

66 For more on banking products that provide equivalent payday lending services and recent regulatory developments,
seeCRS Report R4486&hortTerm, SmaiDollar Lending: Policy Issues and Implicationsy Darryl E. Getter
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RITHUGBISRVLW DGYDQFH SURGXFWV G X K 6\SRH ALK HEDEEWD@U L W L H \

WKH 2&& )',& DQG HHSHINWOWVHEHNRIQFHUQYV WKDW WKH KLJ}
UHSHDWHG H[WHQWLR QG RVRFEHRIGXWRERM®RINED O VXSHUYLVRU\
JXLGDQFH UHJDUGLQJ WKH GaHI0Q\Y BV RV M/TKEHNHERIWR G G K W V
RITHULKSRVLWSDGYDQFHV

,Q JHQHVBIQ L WXMHW HY N GBENERINGO LELWRKRXUDJH EDQNV IURP RIITHUI
FRFRQVIPGIL@P ORGXG® W K XV V XOFUHS IUNRHBORFVWERS Y5 H

FROQWIU®WEKRQ YDUQRXQWFLD®SHRINOPVRE\G O QM JIXODWRW DQG
RITHUHG E\SFRO/WQYEEQBHTXHQFH PD\ EH WKW DWQRFRME B OWW RPH UV

L Q VW L ADOMLLEIPRW RG K L\ HEHRYS M/ FFGXS F F R U GWEHOM I THFWLYHQHVYV RI V
&5% GLPLQL\PHRHMG LY L G X DAOR/ VFHKHRRR VIHQ D QFRP Q) BQRB R RW.\D VW LW X W

"1 57’ Bl—e1 T EZ AR ZeeS—Z7ZG@eeC

Q JHQHUDO LW FDQ EH GLIILWFR QWEDTRLDW A UP 0 QGHH WIKVHL R QW HIDUN
PRWLYDWHG E\ &5$% LQFHQWL Y H&R PSIOR IR @/F HQFLH/QKN & 5 $1 \G R ERRWYI
EDQNV WR PDNH XQ@SVRIDWD DU HV KD WKZRXQRL BV WKH DG WE R K M/ K H
EDQRVWSEISGORDQV KDYH SJGEHD QNS B&RMIK@WD MORBUD/Q & IF DXIGULI) D O O

&5%$ ORWAEHKGHQW O\ X¥VGH VIZG&H Q/FH-AEQEDI\OREZ GLIILFXOW WR GHW

67 Reportedly, six banks, four large and two regional, have offered direct deposit advances. See
http://www.americanbanker.corsguesl 78_80hewregscould-wipe-outbankpaydayloans10586551.html,
http://www.npr.org201304/25/17905255%gulatorswarn-bankson-directdepositloans and
http://www.creditcards.corofeditcardnewsbankadvancedirectdepositloan-cfpb-1282.php

86HH 2&& 32IILFH Rl WKH &RPSWUROOHU RI WKH &XUUHQF\ 5GHOHDVHV *XLGDQF
release, April 25, 2013, attp://www.occ.gowiewsissuancesiewsreleasef013hr-occ201369.htmt )", & 3)', &

,VVXHV 3URSRVHG *XLGDQFH RQ 'HSRVLW $GY D Q F hitt@/MRvd-do¥iewsSUHVYV UHOHDYV
newspress2013pr13031.htmland % RDUG RI *RYHUQRUV RI WKH )HGHUDO 5HVHUYH 6\VWHP 3¢
$GYDQFH 3URGXFWYV ~ SUH YV V httbs: OwinD. fé deralteSdnle @QdnankinforegéBldttersCALetter13

07.pdf The FDIC released fingluidanceon direct deposit advanceSee) ', & 3*XLGDQFH RQ 6XSHUYLVRU\ &RQF
DQG ([SHFWDWLRQV 5HIJDUGLQJ 'HS Rase Wo$etnl¥ed 21 F2913HitiR/Ga. fdid/goviISUH VYV UH O
newshewspress2013pr13105a.pdf@ourcegovdelivery&utm_mediumemail&utm_sourcegovdelivery In addition

to reminding banks of their vulnerability to various risks (e.g., credit, reputational, legal) and potential compliance

violations (e.g., Truth in Lending Act, Truth in Savings Act, Equal Credit Opportunity Act, &héctFunds Transfer

Act), the agencies listed their expectations with respect to loan classification policies, underwriting and administration

policies, the length of customer relationships, and customer credit histories.

69 Offering deposit advance raisesncernsgelatal to prudential requiremest namelywhether banks are determining

and holding sufficient loan loss reserves for delinquent lodlileen loans become delinquent and default risks

increase, depository institutions are required to treat tralsades as chargefs, meaning that the repayment

obligations must be recognized as uncollectible and charged against allowances for loan and lease losses (ALLL)

reserves. Opeanded loanssuch as credit card balancesist be chargedff when they becom180 days overdue.

Whencustomerdail to repayoverdraft within 60 days, depository banks and credit unions are required to affarge

unpaid overdraft balances; credit unions are also required to establish for members repayment plans that do not exceed
45days.6 HH )),(& 3*)HGHUDO )LQDQFLDO ,QVWLWXWLRQ 5HIJXODWRUV ,VVXH 5HYLVE
https://www.ffiec.govpresspr021099.htmand3-RLQW *XL G D Q FH RWQWHFYWHIRGU BUW JIIDPV ~ DW
http://www.federalreserve.gdwarddocs3RLETTERS20055R0503al.pdf

70 See Mark Willis 3t T ¥e Rating, Stupid: A Bank&rWerspective on the CRAin Revisiting the CRA: Perspectives

on the Future of the Community ReinvestmentRereral Reserve Bank of San Francisco, February 2009, at
http://www.frbsf.orgtommunitydevelopmenfiles/its_rating_stupidl.pdand OLFKDHO 6 %DUU 3&RPPXQLW\
SHLQYHVWPHQW (PHUJLQJ I|UhARBviSitiKgHher GRAVReGPedtives dhLthé Future of the Community
Reinvestment Acsponsored by thFederal Reserve Bank of San Francisco, February ao@p://www.frbsf.org/
communitydevelopmenfiles/community_reinvestmentngerging_from_housing_crisis.pdf
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ZKHWBCHMND/YH PDGH SDBWLG XCOH-DFUNVGRFVRRWRS LQFHRQWLYHV
FDVHV ZKHUH W KRMHWL Q EPYQOWLT MR XV O\

X )RU H[DPB@MYFEJHDVHG WKHLU KROGIQQJV RI PXQLFLSDO ERQ
$OWKERDN VUPFHLYH &5% FRQGHUHWBWILRRY HVWPHQW WHVW
SXUFKDVLQJ VWDWH DQG ORFDO PXQLFLSDO ERQGV WKDW I
GHYHORSPHQW SURMHFWYV LQ WKERQNAHRDIFKWRGHDVVHVVF
WKLV LQYHVW PXQWHRRMEBEOM I VU H FRIWV \H[R © § O H
EDQADMHG XFH GILWLIHFA \ FPUD U NDHAW L®K@GH@PBUHDVH WKHLU
KROGLQJV RL@WHBXN\H WL GV FHED@DING VXSSO\ Rl GLUHFW
ORDQ RULWKPIWERRRXAI HFRQRPLF VORZGRZQV DQG HDUO\ U]
SHUI'RG\D G G LSWIRRYQ. VD B HRDLW EHFRYHU\ DQG 5HLQYHVWPHQW
$FWI 3/ SURYLGHG EDQNV ZLWK D IDYRUDEOH WD[ LQF
LQ PXQLFLSMWMOZBRGIGRI WKH UHFHYYH RIS HWHUPLQLQJ
ZKHWBOHANV L Q F URDDY/IHG. S\DKOE KIEE O B WRAXRINDBWRU LW L H V
PDUNRWLVI KHWORBOORZLQJ D DJHFHRWDRQH WODKHQFHQWLYH R
&5$LQFHQWKYBANQJILQJ

x 6LPLODUO\ EDQNV LQFUHBFHEGON% NV UQHWH VAWRH/QWWP\H Q O
&RUSRUDWLRQV 6% $5\8HRGQRQHG [@QYWKWPMQWY LQ 6%,&
DOORZ EDORWLEER U ELQUCOQNMIDY K HU WEKHEGWRY HQ LR U
EXVLQHVVHV 6HQLRU OHQGEXW. RBWWMHMW VYV FONHPRIWR WK
IDLOXWREZHXBERUGLQDWH ILQDQFLHUV SURYLGH IXQGV LQ WKF
FDSLWDO WRHUTLIINM K WK H E RIFHDWKXWHQW KH\ DUH UHSDLG DIWHU V.
OHQGHDUINY JHQHUDOO\ DEW RRRU G DQREHHGF MR G F L H UV
WKH\ DUH QRW DOORZHG WR SRILYLDWAHRE BHELOVAKINSQ IGYW H U H V
VXFK LQYHVWPHQWYV SUR P RMWXEX\VFLDHOARBPIX QL W\
GHYHORSODBQWEW I WIXFKHIVV 6% ,& L\PR KRG\ RIQGWYWLYHV
PDDUJXBBDVUMODWLYH W R [RARMKNEIHAIDPXQF WKH DELOLW\
WR HQJDERUIGY YW B A WQ MW %ILRDASQWDLS § W
H[HPSWLARY GLRHWRLVVLEORVEDNIQROGRZLQJ WKH

UHFHVVLRQ KRZHYHU 8 6 LQWHUHVW UDWHV GURSSHG
DQ DEQRUPDOO\ ORQIDINHLRRZRIL YL R WHKHVW UDWH

T6HH :LOOLDP Taudddbithe Recént Increase In Bank Security HoldihgsHGHUDO 5HVHUYH %DQN R
Kansas CityEconomic ReviewSecond Quarter 1994, fattp://www.kansascityfed.orBUBLICAT/EconRev/
EconRevArchivel9942Q94KEET.pdf

”?6HH *DU\ 6 &RUQHU (PLO\ 'Oduld Ri§rg MurixipR SeoUHEtRRs Holdings Increase Community

BanksRisk Profiles? ~ éderal Reserve Bank of St. Lou3gntral BankerFall 2013, ahttps://www.stlouisfed.org/
publicationstentratbankerfall-2013touldrising-municipatsecuritiesholdingsincreasecommunitybanksrisk-

profiles Following a decrease in the corporate tax rate from 35% to 21%, stemming from the Tax Cut Jobs Act of 2017

(P.L.11597 VRPH EDQNV UHGXFHG WKHLU PXQLFLSDO ERQG KROGLQJV 6HH $QG\ :
BURILWDEOH @re&ricav@Rar@gaarch 13, 2017, dittps://www.americanbanker.coneivstlownsideof-
tax-cutslessprofitablemuniloans DQG 3% DQNV 5HGXFH OXQLFLSDO %RQG +ROGLQJV IRU )LUV
American BankerJune 7, 2018, #&tttps://www.americanbanker.coanficlesbanksreducemunicipatbondholdings

for-first-time-since200Q

73 For more information on this requirement, otherwise known as the Volcker Rule, see Board of Governors of the

JHGHUDO 5HVHUYH 6\VWHP )',& 2&& 6HFXULWLHY DQG ([FKDQJH &RPPLVVLRQ
Proprietary Trading and Certain InteafaVV LQ DQG 5HODWLRQVKLSV :LWK +HGJH )XQGV DQG 3U
Federal RegisterJanuary 31, 2014.

74 bid. Bank investments in SBICs are exempt from the Volcker Rule. Alsd@ree8mall Business Investment
Corporation (SBIC) Program: Helping MW WKH &DSLWDO 1HHGV RI ,ShalBudiBsgsY 6PDOO % XVLQH)
Administration, ahttps://www.sba.gogitestlefaultfiles/articlesSBIC_Program-_Spotlight_on_LPs.pdf
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HQYLURQPHQWY VTXEHHUMH S HR\LWFR VEDOMW®G RYWJKLQGKHU
ODWHBEQGLQJ RSSRENVAYHWWIRY QW W QMG % , &V

UHPDLQV \BRH WHNZRMQOSIDW W E DXREEMHF QVWR LQFUHDVH

6%,& ILQDQFLQJ DFWLYLWLHV ZDV GHQ P@BHE\WILRWBPDO SURIL

X %HWZHHQ -XQH DQG -XQH PRUH WKDQ 86 EDQN I
FORYBIDQ\ EUDQFKRFBRBUWEPEIUQ QX UD A QRSP 8 RZUD FW
DUHDWLVLQJ FRQFHR R YU GEIBHNWED ONNEBE B Y HQ W
REOLJDWLRQ WR OHQG DQG®§ W WY ® IEVE FNQABQIHY WKHVH DUHEC
PR G HKCR Z HYYBHEBU L P D UKIDY LRXY DFR H M VGWR R WID/ED H
VRXUFH RI | XQGEYXDRAELW RRIVOHND QNDQIXHR JUD SKLF
ORFDWLRQV ZLWK JUHDW R R GHRS\RN/Q W L DROOW R HIYW B KILDFRWL K LD
FRQVLVWH Q S@MLLIWTKK MUKHP HQW WKDW DVVHVVPHQW DUHDV LQ
06$ RU FRQWLJXRXV SRDV VSIURD/Q RAOK\EGXUBW W BRI RHG
XV0LQ,E DQG 8 6 &HQERPWWRIHUHDXHUDO S5HNMUYH QRWHG WKD
QXPEHU RI EUDQRIQHV SEDVRHENER GHFIFGHV DJR
+HQBHH W HUPLQLBU IZEKSRMEHIUDHE BNQ R W HQWRR Q
FLUFXPYHQW &5$ WRRP EDOFLLODQ MHD R/ VEWRIVFHIVG HE RW L W\R
FKDOOHQJLQJ

LEZ—e1l ZYZe"™M_Z —e2
2Q $SULO WKH 8 6 '"HSDUWPHQW RI 7UHDVXU\ 7UHDVXU\ L

PRGHUQLLH) & PHPRUDQGXPElVRNW KRB UHG@MODWRUV 2%& )&,& DQ
7UHDVXU\ KLJKOLJKWHG IRXU RI LWV UHFRPPHQGDWLRQV VXPPLC

x KHQ WKH &5% ZDV HQDFWHG LQ EDQNV UHFHLYHG GHSRVL
WKURXJK JHRJUDSKLFDO EUDQ FKHRJ UD/SHKNVADRCHIR W D UXHDEVO G R DU
IXOO\ UHIOHFW WKH FRPREHFDWWHFIYROGREANGHEDPRKRBPYPHQWYV

B6HH (OOLRW $QTFheBE&hthIPuzxlée: /By Aré There Still bank Branchés®  RDUG RI *RYHUQRUV RI WKF
Federal Reserve SysteREDS NotesAugust 20, 2018, dtttps://www.federalreserve.g@donresiotesfedsnotes/
why-aretherestill-bankbranche20180820.htm DQ G -XOLH 6AMhDAFNBaRkX ShidtteAng Branche®©n

the Economy Blag-ederal Resge Bank of St. Louis, February 26, 2018h#ps://www.stlouisfed.orgh-the-
economy2018februaryivhy-banksshutteringbranches

76 See Drew DahlaG 0L FKH O O HBankiy@akkrt§Become a Concern as Branches Dry Up) HGHUDO 5HVHUYH

Bank of St. LouisRegional EconomisSecond Quarter 2017, latps://www.stlouisfed.orglblicationsfegionat
economiseconequarter2017bankingdesertsbecomea-concernasbranchesiry-up. At the end of 2014,

researchers identified 1,132 banking deserts (i.aswustracts in which there are no branches within-ail®radius

IURP WKH WUDFWVY FHQW H U \hcorRel tradt lwbak areaszaHdJ/84 weye  RuzaHakas.

7 Core deposits are a supervisory tool used to ensure that banks have actess\tolatile source of deposits (e.g.,

VDYLQJY DFFRXQWY FHUWLILFDWHYV RI GHSRVLWYV DV RSSRVHG WR PRUH YROL
'"HSRVLWY DQG %URNHUHG 'KtgRNwWdc.goviédgdlationsieformbovédeposistudy.pdf

®6HH /RUHWWD - OHVWHU 3&RPPXQLW\ %DQNLQJ DQG WKH &RPPXQLW\ 5HLQYH"
in the 23! Century Research and Policy Confererieagderal Reserve Bank of St. Loug&t. Louis, MO, October 3,

2018, athttps://www.clevelandfed.orghhewsoomandeventsspeechesf-20181003communitybankingandthe-
communityreinvestmenfct.aspx

“6HH 8 6 'HSDUWPHQW RI 7UHDVXU\ SUHVV UHOHDVH 37UHDVXU\ GHOHDVHV &I
5HF R P P H Q G Dhttpis:Rionde.treBsity.govdwspressreleasesm0336

8906HH 8 6 'HSDUWPHQW RI WKH 7UHDVXU\ 30HPRUDQGXP IRU WKH 2IILFH RI WKF
Governors ofth e HGHUDO 5HVHUYH 6\VWHP WKH )HGHU Dhps:#hSrieMreabury@awX UDQFH &RUSF
sitestlefaultfiles/201804/4-3-18%20CRA%20memo.pdf
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WKH LQWHUQHW DQG PRELOH SKRQH EDQNLQJ SURPSWLQJ 7U
IRU GHWH U PIDQAMHVEB QW DUHDYV

x ,0Q WKH EDQNLQJ UHJWBDI/FHRQFLUXKNB LRQWRQG $QVZHUV
SURYLGH EDQNV JXLG D QFRIL $HEMWD K@ FEYBMRVRES\ QRWHG WKDV
HDFK UHJXODWRU SURYLGHV LWV E[PPLR HW ¥ HQ@MWHIB®G L W LR Q
LOOXVWUDWXDORDRPISIL WLHY EXW 7UHDVXU\ QRWHG WKDW Q!
H[LVWV WR KHOS GHWHUPLQH ZKHWKHU SRWHQWLDO FRPSOH]
ZRXDXGDOL&SBRUHGIUWDV XU\ UHFRPPOD 6 ¥ HDWHLEDOWDK GDUGV ||
TXDOLDAW\WUYLWLHY DQG IOH[LELOLW\ H[SDQIQGNWHEWLWNSHYV F
WKDW TRW @5 FUHGLW  ZK HFKDRINVHW R RWHI@®W X Y HWELHH R QAGK D W
W\SLFDOO\ UHFHLYH &5%$ FUHGLW

x 7TUHDVERUWN WKDW HDFK EDQN UHJXODWRU IROORZV D GLIIHU
HIDPLQDWLRQV DUH OHQJWK\ DQG GHOD\V DVVRFLDWHG ZLWK
PD\ OLPLW WKH WLPH EDQNV FDQ UHDFW WR[DRERPPWHR®GEDWLR
7TUHDVXU\ UHFRPPHQ®HQOREHWD \FH QWRVR&YBLIRQ SURFHVYV

x 7UHDVXU\ UHFRPPHQGY LQFRUSRUDWLQJ SHUIRUPDQFH LQFHQ'
HIILFLHQW OHQGLQJ DFWLIY AW UIDWVR DRV PDD RIFTFH LEB$SFUHGLW L
Rl RULJLQDWLRQ EXW HTXLW\ LQYHVWPHQWYV PD\ UHFHLYH FU
KHOG 7UHDVXU\ UHFRPPHQGYV FRQVLVWHQW WUHDWPHQW RI G
HQFRXUDJH EDQNV WRHBPPNHRPRWYH WIRPKHU WHRIOIDRVGVXIRQFHV |
WKH VDNH RIGE&EAR) F DHDGWIVW B FK &5%$ HI[DPLQDWLRQ

2Q $XIXVW WKH 2&& UHOHDVHG DQ $GYDQFH 1RWLFH RI 3
VHHN FRPPHQWVY RQ ZD\V WR PRE&HK B L$]H3 5V NIREGRLEFELINDIPH RRU N
WKW KHY UDUWB® X\ DPRQJ7TRW RBMSWIEL GRHY QRW SURSRVH VSH
FKDQJHV EXW LWV FRQWHQW DQG WKH TXHVWLRQV SRVHG VXJJI
RI DGRSWLQJ D TXPRQWLGVDWS YR DFHKWWR F&5$DIVILR QU PR QG BILY X R
DVVHVVPHQW DUHDV DUH TXODQHGQ H SAVQIGIQVULESS DQG UHGXFL
DPELJXLW\ DQG EXUGHQ RI WKH U*H KXTOMY ER B K HROW WSKH ER® ¥ QR
RQRYHPEHU WKHKRBEHFHLYHRRPPEQWN JHGHUDO 5HVHUYH DQG
)',& GLG QRW MRLQ WKH 2&& LQ UHOHDVLQJ WKH $135

7KH JHGHUDO 5H\KREHHY 18 W UBHMS KR MKV VDRISRAQLK RWKWR F R X Q W U\
JD WKRIRIP HRHWWY D I8GISQUHWRBVPUHSRUWHG E\ WKH )WREHH EO GMVGI
LQGXVWU\ FRPPHDRRQ Y XRM K WAHABK GRRRWY L\RW MKAH &5 $

81 See U.S. Government Accountability Office, Community Reinvestment Act: Options for Treasury to Consider to
Encourage Services and Smabllar Loans When Reviewing Framework, GAB-244, February 2018, p. 42, at
https://www.gao.godssets700690050. pdf

826HH 8 6 7UHDVXU\ 2&& )HGHUDO 5HVHUYH 6\WVWHP )HGHUDO 'HSRVLW ,QVXUI
Reinvestment Act; Interagency Questions and Answers Regarding Community Reinvestment; Guiddredgral
Registerd850648556, July 25, 2016.

BEHH 2&& 3232&& 6HHNV &RPPHQWY RQ ORGHUQL]LQJ &RPPXQLW\ 5HLQYHVWPHQW
at httpsi//www.occ.govhewsissuanceslewsreleasef018hr-occ201887.html

4 B6HH 2&& 35HIRUPLQJ WKH &RPPXQLW\ 5HLQY HYV WeBaiaDREYISIEABOSZHIXODWRU\ JUDPI
45059, September 5, 2018.

8 6HH 2&& 35HIRUPLQJ WKH &RPPXQKX\WD BHRLD Y)\DWREEERRRENISIEAR0SE H
45059, September 5, 2018.

886HH *RYHUQRU /DHO %UDLQDUG 36WUHQJIJWKHQLQJ WKH &RPPXQLW\ 5HLQYHVYV
Research Symposium on the Community Reinvestment~&deral Reserve Bkrof PhiladelphiaPhiladelphia, PA,
February 1, 2019, dittps://www.federalreserve.gmgwseventspeecHirainard20190201a.htm
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H[DPLQ DWR RIQOZL5SMOR\PHS O L<KMAWMMH WDLORULQJ PD\ VWIHYG HEFHWQ HF H\
WRHWHUP VY HY Y P HIODENMDN W BY K HEIMGIE XV HQ A VS PRWHEOXODUO\ IRU
PRGHOXWMKDBWQREROBYRGXFWV DTKH WHIRGHRERUG |URP
FRPPXQLW)\ DQG F R Q:WXMPHHISJULHDMRKKHS \Q H H G R\FFR \W/IR'W DKLLQY WR UL F D O
FRQWH[W RIWKHVEBS5BURXSY KLIKOLJKWHG WKH BXBQINELYR DGGUHV
GHVHQWDGHERPRXGIGN L HV
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Appendix. 1 —YZoee—7Z—e1 ™Me’'" _e

&RPPXQLW\ GHYHORSPHQW LQYHVWPHQWYV &',V WKDW PHHW SXI
UHTXLUHPHQWY DUH W ISKED WKDMO BDJIRP RWUH. RADKUL O\ UHVXOWLQJ
IRU ORYG PRGEREBERWH /0, LQGLDESHOQGOV[ BKERE@HHW RI &',

DFWLYLWLHV WKDW ZRXOG TXDOLI\ IRU FRQVLGHUDWLRQ XQGHU
FRYHUHGHEPQNWY DUNHO\ WR WDNH DGYDQWDJH RI WKHVH RSWLR
LIl WKH\ SHUFHLYH WKH XQGHUO\LQJ LQYHVWPHQW RSSRUWXQLW

"S—1 S e’ E'™Se T —ce

%DQNV DQG FUHGLWDXNQWRQB RWRQ WRBGROD\VEHEY DRD FYHGLW
D ILQDQFLDO ILUP HJ EDQN FUHGLW XQLRQ RULJLQDWHV D O
VWUXFWXUH ORDQ SDUWLFLSDWLRE& TKHIO R DIOPR QM V (ZD W K UR RVIK\H
UHWDLQV D ODUJHU S\WRLUONL\R @ PRIOWKH GRD® DRE WR RWKHU ILQ
WR SDUWLFLSDWH 6XSSRVH D ILQDQFLDO ILUP RULJLQDWHV D E
QHLJKERUKRRG $ EDQN PD\ UHFHLYH &5$ LOQYHVWPHQW FUHGLW
SDUWLFL SYDRHRRPLPHEX MRLQW OHQGHU WR WKH /0, ERUURZHU §
SDUWLFLSDWLRQV LV WKDW WKH GHIDXOW ULVN LV GLYLGHG DQ
RSSRVHG WR RQH ILQDQFLDO ILUP UHWDLQLQJ DIOH® Rl WKH ULVN
DFWLYLW\ RFFXUV ZLWKLQ WKH GHVLJQDWHG DVVHVVPHQW DUHI
VRPH RYHUODS LQ WKHLU GHVLJQDWHG DVVHVVPHQW DUHDV PX\
SDUWLFLSDWLRQV PDGH WR EHQH IFEKV DEHY ISDUDMLHF G SE®WWIDQY/IWEHLIQIX
UHFHLYH &5$ FRQVLGHUDWLRQ UHJDUGOHVV Rl ORFDWLRQ

eSe/Z1S—el "(ESe*]l YZ>r——Z—e1 T—ee

6WDWH DQG ORFDO JRYHUQPHQWY LVVXH PXQLFLSDO ERQGV DQ
SURMHFWY FRPPXQLW\ GH RMXRP FQMO D Ff WE M IVOMANL FDIQVE W K D W
QRQEMQANLFLSDO ERQGKROGHUV UHFHLYH LV H[HPSW IURP IHGHU
LQYHVWPHQW LQ KRVSLWDOV VFKRROV LQIUDVWUXFWXUH DQG
VWDWH DQG O/RIFRYONXQWYGYBAIDFWLRQV GXULQJHWPISHV VWDMXMP RQ D
LQWHUHVW HDUQHG IURP KROGL® $V\WKRXDK FELDSDNDV ERR) GR QB UE |
WD[ LQFHQWLYH WR SXUFKDVH PXQLFLSDO ERQ®\V WWKHMH WLOO
ORDQV DV WKH\ GR ZLWK DOO OHQGLQJ RSSRUWXQLWLHV )XUW
FRQVLGHUDWLRQ ZKHQ SXUFKDVLQJ VWDWH DQG ORFDO PXQLFL!
GHYHORSPHQW SURMHEWY LQ WKHLU GHVLJQDWHG DVVHVVPHQW

87 This activity should not be confed with a securitization given that loan portions are sold to specific entities rather
than restructured into new public offerings.

88 SeeCRS Report R40523ax Credit Bonds: Overview and Analydiy GrantA. Driessen and Jeffrey M. Stupak

89The 1982 Tax Equity and Fiscal Responsibility Act limited the interest deduction from holding municipals for banks
to 85%; the 1984 Deficit Reduction Act further reduced the deduction to 80%. The Tax Reform A8 ¢.1999

514 completely eliminated the interest deduction for holding municipals for banks. See Peter Héweudenicipal

Bank Market, Part I: Politics, Taxes, ande¥ls Federal Reserve Bank of Boston, New England Economic Review,
Boston, MA, 1991, abttp://www.bostonfed.orgonomicheerheer199lieer591b.pdf
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, S>eZeZe1 ZE"—S>¢1 S>"Zel —eer>7z-Z—- @

6HFRQGDU\ PDUNHW ILQDQFLDO SURGXFWV KDYH EHHQ GHYHORS
SDUWLFLSDWH LQ OHQGLQJ DFWLYLWLHY HOLJLEOH IRU &5% FRQ
EDFNHG VHFXULWLBIWHVR6WHOLO HVWDWH LQYHVWPHQW WUXVWYV
PRUWJDJH ORDQV VHFXUHG E\ UHVLGHQWLDO SURSHUWLHV D PX
VHFXUHG E\ PXOWLIDPLO\ SURSHUWLHYVY FRQVLVWQ@LHRO VWUXFW
XQLWV VXFK DV DSDUWPHQW EXLOGLQJV KRVSLWDOV QXUVLQJ
0%6V DUH 0%6V FRQVLVWLQJ RI ORDQV WKDW RULJLQDWHG LQ V!
WKHUHE\ DOORZLQJ EDQN SXUFKDVHV556@FWRR WWIGHWHD WR R Q VX Yy & HRU
LQYHVWPHQWLYBIV®A 5(,7V PD\ DOVR SRRO PRUWJDJHV PRUWJD.
LOQYHVWPHQWY H J UHDO SURSHUW\ DSDUWPHQWYV RIILFH EXL
SXUFKDVH VKDUHV LQ W(KH SARIREBWNNYQRDGR{HIA LQYHVW LQ PRUWJ
DQG 0%6 5(,7V 6LPLODIB6EWRNWHKH &38 PXVW FRQVLVW RI PRUWJD.
ZRXOG EH HOLJLEOH IRU &5% FRQVLGHUDWLRQ 7KH &RPPXQLW\ '
H[DPSOH RI D 5(,DWRDBBOUMHNG LQYH¥WPHQW IRU EDQNYV

T——Z72—"9C1 ZYZe"T™M_Z—0¢] '—S—E'Sel —ee’eze’"—®1S-
SZ'YSeZ—el —YZee—Z—e®

7KH &RPPXQLW\ '"HYHORSPHQW )LQDQFLDO ,QVWLWXWLRQV &'),

&RPPXQLW\ 'HYHORSPHQW 5HJWORIW R U\ WKSHU BLYHHIFOHQ$\F WF

7KH &'), )XQG ZDV HVWDEOLVKHG WR SURPRWH HFRQRPLF GHYHC
FRPPXQLWLHV 7KH &") O)RKKDON FE ZUMWEKWQ WKH 8 6 'HSDUWPHQW

DXWKRUL]JHG WR FHUWLI\ EDQNV FUHGLSW RQLVR Q@Y GORRG & RRL WC
YHQWXUH FDSLWDO IXQ%6\Q RWEHVLZRD®\HGD&ERQYN PD\ VDWLVI\ V
WR EPHF D &'), EXW QRW DOO &'),V DUH EDQNV 7KH SULPDU\ IRFX
FHUWLILFDWLRQ LV WR VHUYH WKH ILQDQFLDO QHHGV RI HFRQRI

GHVLJQDWLRQ DOVR PDNHV WKHVH LQVWIGWXMALR RW KB UJD Z D HYW
IURP WKH &%), )XQG

,Q FRQWURBV)W BDR QR QVRPH &'), EDQNV KDYH JUHDWHU GLIILFXO\
WKHQ WUDQVIRUPLQJ WKHP LQWR ORDQV IR UKNNMIDHFN RFRQRPL

% For example, see Fannie M&RATargeted Fannie Mae MB&thttp://www.fanniemae.combrtaljsp/mbstata/
mbskratargeted.html

91To qualify as a REIT, most of a corlpQ\TV DVVHWYV DQG LQFRPH PXVW EH FRQQHFWHG WR UH!|
least 90% of its taxable income must be distributed to shareholders annually in the form of dividends. For more

information, sedattp://www.sec.godanswergkits.htm

26HH -XGG /HY\ 37KH &RPPXQ L WlorhyrityQiv&sriededl. 134 n@. 1 (March 2002), pp- 7

9.

9 See U.S. Department of the Treasi@pmmunity Development Financial Institutions Fuatl
http://www.cdfifund.gowho_we_aredbout_us.asmndCRS Report R4277@ommunity Development Financial

Institutions (CDFI) Fund: Programs and Politssues by Sean Lowry

94 Native American CDFls are established to serve Native American, Alaska native, and native Hawaiian communities.

9 OCC, CDFI Certification for National Banks and Federal Savings Associafibast Sheet, March 2014t
http://www.occ.gowbpicscommunityaffairspublicationsfact-sheetdact-sheetcdfi-certification. pdf

9 For more information on how CDFlisgtigally fund loans, see Michael Swack, Jack Northrup, and Eric Hangen,
CDFI Industry Analysis: Summary Repddniversity of New Hampshire Carsey Institute, May 2, 2012,
http://carseyinstitute.unh.editestarseyinstitute.unh.edilés/publicationsReportSwackCDFI-Industry
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ORDQ OHYHO & P,WED QR FFVXW HV FUHGLWRUVFRVR/ KRMNBBWWH LQ F
ORDQV WR WKHVH LQVWLWXWLRQV 6SHFLILFDOO\ WKH ODFN RI
UDWHV RQ &'), EDQNLQJ DVVHWYV LV OLNHO\QVRUUWHK V@D W LIR® © WR
VHFRQGDU\ ORDQ PDUNHWY &RQVHTIXNQ@RD\Q W KAR P BMGHBNZ RWQKF
DFFHVV FRR/ \O REKBRRIWKQGLQJ PDNHV &'), EDQNV PRUH YXOQHUDE
VKRUWPHBAWH &'),V UHO\ SULPD WRDQRQ DX EHMQD AN D U H
SURFHHGY DQDORJRXV WR WKH HTXLW\ RI D WUDGLWLRQDO EDQ
DVVHWVY DUH RIWHQ DFTXLUHG LQ WKH IRUP RBDR DU ¥ IRUNYUD Q
)XQGLQJ DVYHW\DZYWWKY LV OHVV H[SHQVLYH NWHWP),V WKDQ IXQ
ERUURZLQJV

%DQNV PD\ REWDLQ &5%$ LQYHVWPHQW FUHGLW FRQVLGHUDWLRQ
SURYLGHV &'),V ZLWK QHW DVVHWYVY HTXLW\ &®OQG6HUHI:XLDXKWKR U
LQYHVWPHQWY LQ VSHFLDOL]HG ILQDQFLDO LQVWLWXWLRQV VX
WKHLU VDIHW\ DQG VRXQG @BMT X B WHINW RS WWHRE 8 ERUBA OM BN WL Q
%DVHO ,,, QRWLILFDWLRQ RISBORRRVHIR WISUHOBWHRWLDO FDSLW
HTXLW\ LQYHVWPHQWY PDGH XQGHU 3:, DXWKRULW\ PHDQLQJ HT
PD\ UHFHLYH PRUH IDYRU® &R & VRDISXUHADADO W LEHDIW R HRIW HQ SURY L
&'),V WKUWHRXIHT XLYDOHQW(4LQYHXKLAFKQMWM GHEW LQVWUXPHQWYV
&),V ZLWK D FRQWLQXRXV UROOLQJ LQGHMW HHWRIMSHFWLFEWXUH
DQDORJRXV WR KROGLQJ FRQYHUWLEOH SUHIHUWYHIBQFWRFN ZLW|
EDQNV PD\ YLHZ (4 V DV D SRWHQWLDOO\ SURILWDEOH RSSRUWX
ILQDQFLDO LQVWLWXWLRQV DQG UHFHLYH &5%$ FRQVLGHUDWLRQ
VXEVHTXHQWO\ XVHG E\ &'),V WRIRWLHVGBHWBWORDQV LQ WKH EDC

Analysis.pdf

97 See Mark PinskyGrowing Opportunities in Bank/CDFI Partnershjgl@CC, Commuity Developments,
Washington, DC, 2002, attp://www.occ.gowtaticcommunityaffairscommunitydevelopmentsmewslettelbummer
01.pdf

98 For information on the five prompt corrective action capital categories-gagiitalized, adequately capitalized,
undercapitalized, significantly undercapitalized, and critically undercapitalized) for banks insured by the FDIC, see
FDIC, Risk Management Manuaf Examination Policies: Part HCAMELS, 2.1 Capitalathttp://www.fdic.gov/
regulationsgafetymanualsection21.pdf

99 The Board of Governors of the Federal Reserve 8yated theOCCadopted the final rule implementitige Basel
Il capital regulatory framework for banking institutiams July 2, 2013; the FDIC adopted the final rule on July 9,

6HH 3S5HIXODWRU\ &DSLWDO 5XO0OHV 5H J>x0ID Rapitd\Adeuady\W iu@itolP SOHPH QWD W L
Provisions, Prompt Corrective Action, Standardized Approach forRé&ghted Assets, Market Discipline and
Disclosure Requirements, Advanced Approaches-Risk VHG &DSLWDO 5XOH DQG @DUNHW 5LVN &DSLV
http://www.federalreserve.gdwreg20130702a.pdf

100 Community developmeritvestments will generally receive a risk weight of 100% (in compaurigtmother equity
exposures that could receive 2080risk weight) as well as a capital charge of &#e Thomas J. Curry, Remarks at
National Community Investment Fund Annual Development Banking Conference, Chicago, IL, November 13, 2013, at
http://www.occ.gowiewsissuancespeecheg013pub-speech2013-175.pdf For more information on riskeighting

and capital charges, s&RS Report R42744).S. Implementation dfie Basel Capital Regulatory Framewoly

Darryl E. Getter

101\When the company is profitable, preferred stockholders receive a dividend at regular intervals. If a publicly traded

company is liquidated, its creditors are paid first, followed by itsepred stockholders, and the common stockholders

of the firm are paid last with whatever proceeds are left over. Preferred stockholders, thereforespbovitinateor

mezzaninéinancing. For specific legal attributes of this financial instrument, Sd8MBK /LSVRQ 3(TXLW\ (TXLYDOHQW
, QY HV W Edimphwity Investmentgol. 14, no. 1 (March 2002), pp. 1.

102The CDFI Fund maglsoinducebanks, via cash awardstiugh its Bank Enterprise Award program, to make EQ2
investmentsFor more information, gU.S. Department of the TreasuBgmmunity Development Financial
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—Seel 7'—Zeel —YZoee—-Z—e1 "—-™MS_"7ce

7KH 6PDOO %XVLQHVV $GPLQLVWUDWLRQ 6%$ ZDV HVWDEOLVKF

3/ WR VXSSRUW MPDB 6 BVEXW RQHNVI/IHVD & §Q VDKRXUKHW\ R
LVVXLQJ ORBY IRXDVPRW® EXVLQHVVHV LV D VLIJQLILFDQW FRPSR
DOVR KDV WKH DXWKRULW\ WR IDFLOLWDWH WKH HTXLW\ ILQDQF
6PDO0O %XVLQHVV ,QYHVWPHQW &RPSDQ\ 6%,& ®WRIUDP ZKLFK
%XVLQHVV ,QYHVWPHQW $FWIREYV WIBNAFHRWHG DQG UHJXODWHG
6%$ PD\ SURYLGH GHEW DQG HTXLW)\ ILQDQFLQJ DQG DOWKRXJK
HGXFDWLRQDO PDQDJHPHQW FRQVXOWLQJLQUENKRNWUFMY IRU EXV
UHTXLUMPHQWYV

%DQMDA DFW DV OLPLWHG SDUWQHUV LI WKH\ FKRRVH WR SURYLC
SDUWHDENY PD\ HYWDEOLVK WKHLU RZQ 6%,&V MRLQWO\ HVWE
SURYLGH IXQGV WR HYLVWHEDH T6OH,EW O6%\H EDQN | XMHALRQJ WR LQ
GHEW DQG HTXLW\ VHFXULW L HVOR I lVEPDHD OF X\ ®HHYWBIG H Q OV G 6B |
UHFHLYH &5%$ LQYHVWPHQW FRQVLGHUDWLRQ ¥ WKH DFWLYLWLH
&RPPXQLW\ EHV@NVQLEY%,&V EHFDXVH RI WKH SURILW SRWHQWLDO
HVWDEOWWK PRBGDDWLRQVKLSY ZLWK EXVLQH\VQRKIMBIWY GXULC
FRQVLGHUHG E\ WKHLU UHJXODWRD® O/RRLHG! MIARMW R KDWHO\ FDSLW
VSHFLDOL]HG ILQDXOFAiDW 3:Q DWIMKRWLRQVEXW WKHEDYMEBVWPHQW
FDSLWD OV, BWPHMWY VLPLODU WR &'),V DUH LOOLTXLG JLYH
UDWLQJV IRU 6%,& LQY HMWRVHEW W RWIGXVQ W REHFEX B\ FPIDQNWH W V
ULVN ORVLQJ WKH SULQFLSDO RI WKHLU HTXLW\ LQYHVWPHQWYV
GLOLJHQFH DVVRFLDWHG ZLWK SUXGHQW XQGHUZULWLQJ

~

Sil >Ze ece
TKBREZQFRPH KRXVLQJ+WO [ FWRHXBJIDWP ZDV FUHDWHG E\ WKH 7D[ 5HI
3/ WR HQFRXUDJH WKH GHYHORSPHQW DQG UHKDELOLWDWI

Institutions Fundathttp://www.cdfifund.gowvhat_we_dgdrograms_id.asgPogramID=1.

103The Small Business Act provides the SBA authority to establish size standards, both for specific programs and for
specific industries, to determine which-mmofit businesses qualify as small. S2RS Report R4086&mall Business

Size Standards: A Historical Analysis of Contemporary IsdmeRobert Jay Dilger

104 SeeCRS Report R4145&BA Small Business Investment Company ProgogrRobert Jay Dilger

W6HH /DZUHQFH 6 ORQGVFKHLQ 36PDOO %WommudtiwéstniziviedvV W, el QW &RPSDQLHV ~
(March 2002), pp. 146.

106 See OCCsSmall Business Investment Companies: An Investment Option for, Bamksunity Developments

Insights, Septemib012, ahttp://www.occ.gowopicscommunityaffairspublicationsihsightsinsightssbic.pdf

0”6HH 6DUDK %HQQHWW 36%,&V 0R U HCMMKING IDVOst(iEnteo\O\, ndQd/ (A Y0P QW ~ LQ
at http://www.frbsf.orgtommunitydevelopmenfiles/Benrett_SBICs.pdf

108 SB|C investments are subject to a 400% risk weight forpuisiicly traded equity exposures. In cases in which the

equity exposure is considered nonsignificant, it may be possible to receive a risk weight of 100%.

109 Bysinesses that needniing pay rating agencies for their credit ratings, and small LMI businessigsaseeking

funding from SBICs would be unlikely to bear such expenses. For more information about firms paying for credit

ratings of their security issuances, §#S ReporR40613,Credit Rating Agencies and Their Regulatiby Gary

Shorter

110S5ee OCC,6 % $TV 6PDOO %XVLQHVV , QY HRaW Sheed JangaRy2 812 |@th:/BuiR.ddd. DA/
topicstommunityaffairspublicationsfact-sheetdact-sheetshic.pdf

111SeeCRS Report RS2238%\n Introduction to th&.ow-Income Housing Tax Crediby Mark P. Keightley
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*HQHUDOO\ RSHDRIPGRRW IHGHUDO RU VWDWH LVVXHG WD[ FUHG
FDVHV VROG OLNH DQ\ RWKHU ILQDQFLDO DVVHW HJ VWRFNYV
UHGXFH WKHLU WD[ OLDELOLWLHYVY HLWKHU EVOWKH BRRXIQWGRI W
RQ WKRVH FUHGLWV DVVXPLQJ WKH RZQHUV KDYH SDUWLFLSDW
JRYHUQPHQW ZDQWV WR HQFRXUDJH )RU /,+7&V EDQNV PD\ XVH
OLDELOLWLHV ZKHQ WKH\ SIFRRQWUHLEXWKRQ WV UHODLQWR U IRTDXW\W H
UHKDELOLWDWLRQ RI DIIRUGDEOH KRXVLQJ ,I D EDQN DOVR RZQ
JUDQW PD\ EH WD[ GHGXFWLEOH LI WKH &'), XVHV WKH IXQGV IUF
KRXVDQUWKHUPRUH EDQNV PD\ UHFHKXYDH FIRQ GL IGGNJHDWN RKQ M UF & |

$IWHU D GRPHVWLF FRUSRUDWLRQ RU SDUWQHUVKLS UHFHLYHV
(QWLW\ &'( IURP WKH &)', )XIHZ COVWURBIW/SEIDY&FHGLWV

(QFRXUDJLQJ FDSLWDO LQYHVWPHQWYV LQ /0, FRPPXQLWLHV LV V
&),V DQG 6%,&V DXWRPDWLRERQO\ &XVUHDVO&L'XVEOH WR FRPSH)
107&V ZKLFK DUH DOORFDWHG E\ WKH &'), )XQG & DR D FRPSHWL)
DOORFDWLRQ RI 107&V WKH &'( PXVW REWDLQ HTXLW\ LQYHVWP]
WKH HTXLW\ SURFHHGYV UDLVHG PXVW HLWKHU EH XVHG WR SURY
GHSOR\HG LQ HOLJLEOH FRPPXQLWSRIQWH& WP HIQRAZ HD¥RML YR DML H V
SURYLGH 107&V WR WKHLU LQYHVWRU VW |QYHI[FWBQYHPIRNL €T XRW \
SURILW &'( HTXLW\ LQYHVWPHQWY FDQ XVH WKH 107&V WR UHGX
DPRXQW RYHU D SHULRG RFXNVHG $VEDULHY PRXWAFELYH &5$ FUF
PDNLQJ HTXLW\ LQYHVWPHQW S URIIQR ¥SEN LIGN. RUOHP QSDIRWL F X O
LQYHVWPHQW RFFXM\DYVWYYOMNWIKMHIBDEIRUH EDQNV PD\ EH DEOH

WKHLU WD[ CH\DEDRQ LREMANVLRI MR &V TURP WKH &'(V LQ ZKLFK WKHL
PDGH

~

Zo‘~)1 _ON)_SO’N_

Darryl E. Getter
Specialist in Financial Economics

Denise Penmadesubstantive contributiorts the report

112|n addition, a nonprofit CDE may have a-fmofit subsidiary to conduct specific business activities. For example, a
college located in a LMI community may receive a nonprofit CDE designdtitiit may become necessary to

establish a feprofit subsidiary for ancillary activitiesuch as a highly profitable athletic program, which could
threatenW K H F Rt@x@xempt §tetus. A nonprofit hospital located in a LMI may have-arofit subsidiaryused to
conduct the profitable gift shop and parking activities.

113The NMTC was established as part of the Community Renewal Tax Relief Act ofR00A(6554). For
information about the application requirements to become a CDE and obtain NMTR$psgevww.novoco.com/
new_marketsésource_filesdelCDE_Q_A_ 0705.pdf
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