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August 55,2022

The Honorable Michael Hsu, Comptroller
Office of the Comptroller of the Currency
Attention: Benjamin W. McDonough, Chief Counsel
Chief Counsel’'s Office
400 7th Street SW, Suite 3E-218
Washington, DC 20219
Re: Community Reinvestment Act, Docket ID OCC-2022-0002, RIN 1557-
AF15

The Honorable Jerome Powell, Chairman
Board of Governors of the Federal Reserve System
Attention: Ann E. Misback, Secretary
20th Street and Constitution Avenue NW
Washington, DC 20551
Re: Community Reinvestment Act, Regulation BB, Docket No. R-1769,
RIN 7100-AG29

The Honorable Martin Gruenberg, Acting Chair
Federal Deposit Insurance Corporation
Attention: James P. Sheesley, Assistant Executive Secretary
550 17th Street NW
Washington, DC 20429
Re: Community Reinvestment Act, RIN 3064-AF8]

To Whom It May Concern:

The Housing Assistance Council (HAC) appreciates this opportunity to submit
comments to the Board of Governors of the Federal Reserve System (Board)-
Office of the Comptroller of the Currency (OCC)-Federal Depository Insurance
Corporation (FDIC) Joint Notice of Proposed Rulemaking (NPR) regarding the
Community Reinvestment Act (CRA). The Board-OCC-FDIC joint NPR is an
impressive effort which would represent the first major overhaul of the CRA
in decades. The NPR seeks to update the CRA, so it not only reflects modern
banking practices, but it does so in such a way as that makes the CRA more
broad-reaching and effective at encouraging investments in under-served
communities while, at the same time, improving issues of regulatory clarity
and consistency.

HAC is a national nonprofit organization that helps build homes and
communities across rural America. Since 1971, HAC has provided below-
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market financing for affordable housing and community development,
technical assistance and training, research and information, and policy
formulation to enable solutions for rural communities across the country. In
our work, HAC places a special focus on high-needs rural regions and
populations — including the Mississippi Delta and the Black Belt, Central
Appalachia, Native American Lands, the border Colonias, and farmworker
communities.

BACKGROUND

First and foremost, the Housing Assistance Council unequivocally supports
the Community Reinvestment Act and what it stands for. The Community
Reinvestment Act is essential to communities across the nation. Through
CRA, financial services have been made available to many neighborhoods
that would otherwise be overlooked. In speaking of the importance of the
CRA, Chairman Powell said, “The CRA plays a vital role in supporting
economic opportunity in low-income and minority communities, in both
rural and urban areas, and is a top priority for the Federal Reserve.” This NPR,
and the many efforts which will follow, are critically important to ensure not
only that current CRA-related activities and investments continue but that
they expand to reach populations and communities for which access to
affordable finance is still elusive.

In any effort to modernize CRA, it is imperative to fully consider the impact of
those modifications and to ensure that CRA continues to build upon its
unparalleled legacy of expanding access to financial products and services.
Without CRA, many communities would lack access to capital, revitalization
efforts would have not occurred, and disinvestment would be more common.
CRA should build upon its established platform for improving communities’
access to credit, and maintain the ethos, intent, and effectiveness of this vital
institution.

HAC also knows that CRA does not work in rural America as well as it should.
In 2016, HAC produced a comprehensive three-part research series entitled
The Community Reinvestment Act in Rural America.? Below are some
highlights of HAC's findings from that seminal work.

The Mortgage Marketplace Continues to Evolve in Rural. Changes in the
financial and mortgage lending landscape over the last two decades have

1 Jerome H. Powell, Statement, September 21, 2020,
nttps /v federalreserve govinewsevents/pressreleases/powel -statement-2 02009 2L htm.,
2 Housing Assistance Council reports on CRA in rural areas can be found at hittps/ruralhomeorg/rural-
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impacted rural communities. Over the last few decades, the banking industry
has undergone considerable consolidation, with the number of lenders
insured by the FDIC dropping from approximately 15,000 in 1990 to just over
7,000 in 20710. Between 2000 and 2010, the number of depository institutions
based in rural areas declined by 21 percent.

Most Rural Institutions Receive the Small Bank CRA Examination. Banks in
rural and small town communities constitute a majority of FDIC-insured
lenders. More than half (52 percent) of FDIC-insured lenders were
headquartered in rural areas or small towns in 2012. These rural-based
institutions, despite their relatively large numbers, are generally small and
contain only about 6 percent of all assets held by federally insured depository
institutions. In contrast, the 20 largest lenders, all headquartered in urban and
suburban communities, hold over half of all bank assets. Due to their small
asset size, rural-based banks overwhelmingly (85 percent) receive the small
bank CRA examination. Federal regulators conduct the small bank
examination less frequently than the more detailed large bank examination.

The Vast Majority of Rural Mortgages are Made by Large Lenders. While
three-quarters of rural banks are classified as small lenders under CRA, they
originated only 13 percent of rural mortgages in 2012. Conversely, large,
predominately urban-based banks made nearly 70 percent of mortgages in
rural areas in 2012. In some rural areas, however, community-based banks still
originate the majority of loans.

Rural CRA Ratings. Similar to ratings for banks nationally, approximately 99
percent of rural and small town lenders received either an “outstanding” or
‘satisfactory” CRA rating. Only 1 percent of rural institutions received a “needs
to improve” or “substantial noncompliance” rating, which could adversely
affect mergers or branch expansions. A smaller percentage of small bank
lenders than large lenders earn an “outstanding” rating. Large asset lenders,
which are much more common in urban areas, receive the more extensive
large bank examination which may provide an opportunity for more detailed
review and discovery of all lender activities, while a small bank test is more
cursory, simply identifying adequate efforts.

CRA Assessment Areas for Rural Banks. CRA examinations are based on
activities that occur within the area an institution designates as its service
area, known as its CRA assessment area. While data are limited, an estimated
one-quarter of all rural mortgages originated in 2012 were for properties
outside the lenders’ CRA assessment areas. These preliminary findings
suggest that, at least in some cases, rural assessment areas do not entirely
reflect where lender activities occur. At the same time, there has also been a
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call for increased CRA community development activities by large banks in
rural communities that are typically outside their assessment areas.

CRA in Designated High Credit Need Rural Areas. CRA examinations
incorporate a targeted approach that evaluates the degree to which lenders
make credit available to all portions of their service area, particularly low- and
moderate-income, distressed rural, and remote (underserved) rural census
tracts. For community development activity to qualify for CRA consideration,
it must occur in one of these “high credit need” areas. In 2012, federal
regulators designated 6,814 rural and small town census tracts as having high
credit needs. These census tracts are home to 25.4 million people, about 42
percent of rural and small town residents, but they received only roughly 29
percent of rural and small town mortgage originations in 2012. In addition,
these high credit need rural and small town areas had high rates of loan
denials and high interest rate lending.

Through this research and our more than 50 years of working in and with
rural communities across the nation, HAC is uniquely positioned to comment
on CRA's role in rural America and how the proposed changes might affect
rural communities. HAC's comments in response to the proposed NPR are
focused on making sure CRA fulfills its yet unrealized potential in rural
communities currently, and in any modernization effort.

SUMMARY OF MAJOR ARGUMENTS

1. HAC applauds the Federal Reserve, FDIC, and OCC for moving jointly to
propose important changes to the CRA regulations that have the potential
to substantially expand bank retail lending and community development
activities in rural America.

2. HAC believes a final rule could further increase CRA’'s impact on
underserved rural communities if it

° includes activities in rural communities as an additional impact
factor, informed by the most precise, density-based definitions
already used by policymakers and the research community;

° ensures uniform treatment of all Community Development

Financial Institutions (CDFIs) and supports the most transformative
CDFl activities in underserved rural communities;
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