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October 22, 2025

The Honorable Jerome Powell

Chairman, Federal Reserve Board of Governors
20t and Constitution St. NW

Washington, DC 20551

The Honorable Jonathan Gould
Comptroller of the Currency
400 7t St. SW

Washington, DC 20219

The Honorable Travis Hill

Acting Chairman, Federal Deposit Insurance Corporation
550 17t St. NW

Washington, DC 20429

RE: Regulatory Publication and Review of Community Reinvestment Act Regulations under the
Economic Growth and Regulatory Paperwork Reduction Act of 1996 (2025-14060)

Dear Chair Powell, Comptroller Gould, and Acting Director Hill,

The National Council of State Housing Agencies (NCSHA)! appreciates the opportunity
to comment on the federal banking regulators’ — the Board of Governors of the Federal Reserve
System (Board), the Federal Deposit Insurance Corporation (FDIC), and the Office of the
Comptroller of the Currency (OCC) -- review of Community Reinvestment Act (CRA) regulations
under the process established by the Economic Growth and Regulatory Paperwork Reduction
Act (EGRPRA).

NCSHA thanks the Board, FDIC, and OCC (“the agencies”) for conducting this review.
The CRA has been one of our nation’s most vital tools in catalyzing financing and investments
for affordable housing and other crucial community development needs. Ensuring its continued
success requires maintaining a solid regulatory framework that is both clear and reflects the needs
of today’s communities.

It is our view that the agencies’ top priority should be to restore regulatory certainty for
CRA. The legal and regulatory uncertainty regarding the agencies’ October 2023 Rule
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overhauling the CRA regulations has potentially jeopardized the CRA’s effectiveness. This is why
NCSHA strongly supports the agencies” proposed July rule to scrap the 2023 Rule and restore the
previous CRA regulatory framework finalized in 1995.

Restoring the 1995 CRA framework will provide banks with the certainty they need to
continue fulfilling their CRA obligations. It will also reestablish the investment test for large
banks, incentivizing such banks to make critically needed equity investments in important
community development activities, including two effective affordable housing finance tools:
Low-Income Housing Tax Credits (Housing Credits) and tax-exempt private activity multifamily
residential bonds and mortgage revenue bonds (Housing Bonds).

NCSHA urges the agencies to quickly finalize the proposed rule.

While we strongly support reestablishing the 1995 CRA framework, we ask the agencies
to consider including in the final rule language from the 2023 CRA rule that provides more details
on which affordable housing activities would be eligible for CRA credit. This language gives
clarity to banks without adding to their regulatory burden and offers a strong incentive for banks
to engage in affordable housing financing and investments at a time when the nation faces an
affordable housing crisis. In addition, we suggest that the agencies establish and maintain a list
of CRA eligible activities, and a joint list of activities and methods of demonstrating eligibility
that have previously resulted in CRA credit, so as to allow banks to focus more on financing CRA
activities and less on compliance.

CRA and HFA Programs: A Common Mission

HFAs are state-chartered housing agencies that operate in every state, the District of
Columbia, New York City, Puerto Rico, and the U.S. Virgin Islands. They are primary providers
of affordable home mortgage loans and down payment assistance, financing for affordable rental
apartment development, and direct rental assistance, and many other affordable housing and
community development programs.

State HFAs collectively provide $45 billion in financing to assist more than 300,000
households every year. The overwhelming majority of people state HFAs serve are considered
“low-income,” and a significant share are “very low-income,” based on federal definitions.
Housing Credits and Housing Bonds are two of their most important tools.

The Housing Credit is our nation’s most effective tool for financing the development of
rental housing affordable to low-income Americans. By providing an incentive for private sector
investment, the Housing Credit has financed more than 4 million apartments for low-income
households, adding between 100,000 to 150,000 units to the inventory each year.

President Trump and Congress have recognized the importance of the Housing Credit.
The One Big Beautiful Bill Act, which the president signed into law July 4, increases each state’s
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annual allocation of 9 percent Housing Credit authority by 12 percent and reduces the bond-
financing threshold for 4 percent Housing Credit deals to allow more such deals to move forward.
These changes are expected to finance the development of 1.22 million additional rental units
over the next ten years.?

In addition to the potential tax savings, banks are attracted to Housing Credit investments
because they often earn CRA credit. A 2014 publication from accounting firm Cohn Reznik
reported that “Roughly 85 percent of the equity for all LIHTC investments comes from banks
subject to the CRA.”3

Housing Bonds have historically served as HFAs' primary means of financing their
affordable housing lending, and HFAs have utilized them to serve many of the borrowers and
markets the CRA is intended to assist. HFAs utilize single-family Mortgage Revenue Bonds
(MRBs) to help working families purchase their first homes. Through 2024, state HFAs have used
MRBs to finance loans to help more than 3.5 million working families purchase a home. The MRB
program is well-targeted to assist those borrowers most in need. Seventy percent of MRB
borrowers in 2024 earned at or below area median income (AMI), including nearly half who
earned at or below 80 percent AMI.

Through Multifamily Bonds, HFAs finance the development of affordable rental housing
that would otherwise not have been built in the private market. In total, state HFAs have financed
more than 14,700 properties across the country using Multifamily Bonds, providing affordable
rental housing to nearly 1.5 million families. Multifamily Bonds also help to support the
construction of properties financed by Housing Credits, many of which would not be built
without the bonds.

As with their Housing Credit investments, banks” CRA obligations play an important role
in incentivizing them to purchase Housing Bonds. Some banks find that HFAs” public missions,
strong track records, income-targeted programs, and superior loan performance make Housing
Bond investments an effective and responsible means for serving the low-income housing needs
of the communities they serve. Bank investment in Housing Bonds lowers tax-exempt all-in
borrowing rates, enabling the production of more affordable housing.

Act Quickly to Restore Known Regulatory Framework

As the agencies are aware, the CRA regulations have been in a state of flux over the past
five years — complicating banks’ efforts to meet its requirements. In 2020, OCC, acting
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independent of the FDIC and Federal Reserve, published a final rule reforming its CRA
regulations which was rescinded by the Biden Administration the next year. The Rule published
in October 2023 substantially amended the CRA regulations. In March 2024, a federal judge
enjoined the agencies from enforcing the 2023 CRA rule and suspended its implementation by
one day for every day the injunction remains in place. The court further suggested that it was
likely to find that the agencies overstepped their authority and to nullify the 2023 Rule.

This has caused increased confusion among banks and other stakeholders regarding when
and how the 2023 rule would be implemented, diverting resources that could be dedicated
toward carrying out the CRA’s mission.

Given these circumstances, rescinding the 2023 Rule and returning to the 1995 framework
is the best course of action. While the 1995 framework is not perfect, it has helped facilitate
millions of dollars in lending and investment supporting economic development, affordable
housing, and community development over the past 30 years. Banks and their partners are well
acquainted with it and know how to work within it to get important work done. We ask that the
1995 framework be reinstated quickly to avoid any additional delays and disruptions in CRA
activities.

Restoring the Investment Test Will Spur Equity Investments

Another reason to restore the 1995 CRA framework is that it will stimulate impactful bank
investments in affordable housing through the Housing Credit and Housing Bond programs.
Under the 1995 CRA regulations, large banks had to meet three tests to comply with CRA
guidelines: the lending, service, and investment tests. The 2023 rule replaced this system with
four new tests: the Retail Lending Test, which would account for 45 percent of a bank’s
evaluation; the Retail Services and Products Test, which would account for 15 percent; the
Community Development Financing Test, which would account for 30 percent; and the
Community Development Services Test, which would account for 10 percent.

The Community Development Financing Test includes activities, both lending and
investment, that support affordable housing. All bank assistance for affordable housing and other
community development financing activities, whether in the form of loans or equity investments,
count equally toward a bank’s CRA score.

NCSHA has long been greatly concerned that eliminating the separate investment test
and replacing it with a comprehensive Community Development Financing Test that
encompasses both loans and investments will, over time, substantially reduce banks” incentives
to purchase Housing Credits, Housing Bonds, mortgage-backed securities (MBS), and other
affordable housing and community development equity investments.

Generally, in a CRA context, banks find equity investments to be more costly and
complicated, and less liquid, than lending activities. Further, under the Basel III regulatory
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framework, banks are required to hold more Tier 1 capital reserves for equity investments than
most community development loans. For example, seasoned multifamily housing loans, one of
the banks” more common community development financing activities, are assigned a risk-
weighting of 50 percent, as opposed to the 100 percent for equity investments.

Returning to the 1995 CRA framework will continue the separate investment test. In
general, affordable housing and community development equity is more difficult to attract and
often more impactful in communities than debt. Maintaining the investment test will ensure that
banks continue to participate in the Housing Credit, Bond, and HFA MBS markets, leading to
healthy competition and better pricing, thus increasing the amount of resources that can be
devoted to developing and/or rehabilitating affordable housing. This change is particularly vital
following passage of the One Big Beautiful Bill Act, which, as mentioned above, will lead to an
increase in the number of Housing Credit investments available for sale.

Continue Expanded Definition of Affordable Housing

The 2023 CRA rule includes useful language clearly delineating that affordable housing
is one of the activities for which banks could receive CRA credit for supporting community
development. The rule further expands on the definition of “affordable housing” to list some of
the activities that would be eligible for credit. Such activities include participation in federal, state,
and local government programs, with the Housing Credit and HOME Investment Partnerships
program explicitly cited as examples, as well as support for naturally occurring affordable
housing, support for affordable single-family housing (except for individual mortgage loans,
which would count under the retail lending test), and purchases of mortgage-backed securities
that contain loans for affordable housing.

NCSHA suggests the agencies consider incorporating this language into the final rule.
This will provide banks and other stakeholders with a better understanding of what kinds of
affordable housing activities will be eligible for CRA credit. This will help to spur additional bank
investments and financing for affordable housing activities because banks can engage in them
certain that they will receive credit. Rather than adding to banks’ regulatory burden, this
language provides helpful clarity.

Establish List of Eligible Activities to Increase Certainty

Another step the agencies can take to reestablish certainty is to publish a joint list of CRA
eligible activities and activities that previously received credit. The list can also include
information on different methods that banks and agencies have used in the past to demonstrate
and determine that certain activities are CRA-eligible. This will provide helpful guidance to banks
as they consider what affordable housing and community development activities they should
pursue under CRA.



Such a list should not be considered exhaustive, as banks should still be encouraged to
pursue new, innovative activities to meet CRA’s mission. It should also be updated regularly to
add any new activities that have been deemed eligible. In addition, the agencies should set up a
simple process via which banks can apply for pre-approval for CRA credit for certain activities,
giving the market further guidance and clarity.

Thank you for your consideration. We would be happy to discuss these issues with you
at your convenience.

Sincerely,

Garth Rieman
Director, Housing Advocacy and Strategic Initiatives





