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To Whom 1§ May Conternm

ESH Housing sporeciates the spportunity to comment oo the Motios for Proposed Rulemaking (NPR) for the
Comnmunity Relrssiroent Aot {CBAL W schnoosdidge the inoredible amount of work and oritical thinking thay
went into these proposed updates, espeoially ghven the coordination of multiple agencies for & single NPR. As
7 no-prisfit affordable housing developer our comments are meant 1o ensure that the Act continuas 1o
support the development of afordable housing, particularly imesstments in Low Income Howsing Tax Uredits
{LIMTCL, which is the most oritioad financing tool for this purpose.

EAH Housing is guided by our rodssion (o serve the most vulnerable households 8t the deepest lovels of
affordebility and has more than 50 vears of experience developing, mansging, and advocating for affordable
housing. Since owr inception, we have developed more then 106 properties in 87 comerunities throughow
California and Hawall, cormprising over 8,400 aparteaents providing healthy and affordable housing 1o over
25,000 residents, A5 the howsing orisis has deepensd and ssonlated, EAM has actively advovated polioymakers
to defiver feasible howsing options for ow most vulnerable and at-risk communily members - consistent with
that, EaH bas Invested & significant level of gur working-capiial to establizsh the nternal capacity snd supertise
necessary 1o program and susiain the residential communitizs that we develop and manags. 1t is with this
background ared experience thet we respeciiully subrail the following cornrments for your consideration.

CRA should maintain separate Comwrunity Develoganent angd Investment Tests

For the continusd develepmant of affordable reotad housing 1 s pazentiat that the CRA regulations malntain
saparate community development lending and Investiment tests. Banks constitute roughly 85% of the LINTC
imvestment market netipnsly and gererally would not make these nvestments shsent CRA corsideration. Dus
to the reguired ownsesbdp Interest o o development, westing in LHTC is 8 more costly and sisky approach
than beruding., Ghean the cpportunity to obtain sgus! CRA oredit for lending and investing In sffordable howsing,
Danks prirarily will pursue the former, The result would be s drastically reduced demand and pricing for
LIMTE wihdch would drarnatically deorsase the production of affordable rertal homes both in Califoraiz and
aorass the nation. Undortunately, sapgregating lending and nvesting in a singls metvi fails to addrass banks’
praference for lending ower nvesting,
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Community Development Finance Test
Metrics and benchmarks for the community development finance test should be established that are equally
rigorous and objective as those created for the Retail Lending Test.

CRA credit for investing in mortgage-backed securities should only be prorated for the portion of the securities
that are from affordable housing or other qualifying investments, and only for the first purchase of the
security. Investments in these securities should also be discounted in comparison to more beneficial qualified
CRA actions since they vield comparatively less public benefit and are highly liquid.

Affordable housing should be permitted under other categories, for example community revitalization or
climate resiliency, but should not be double counted.

Mixed-income Properties

We support granting full consideration to investments in mixed-income LIHTC properties (because the credit
itself already is pro-rated) but recommend that CRA consideration be pro-rated for lending to such
developments. A significant portion of any such loan supports market-rate units which do not serve LM}
populations. Similarly, we support pro-rating consideration for both lending and investment in non-LIHTC
mixed-income properties based on the percentage of affordable homes.

Maintain Bank Size Thresholds

The NPR would change the threshold for sizes of banks, reclassifying many and relieving some of CRA
requirements. 217 banks currently deemed “large banks,” would be reclassified as “Intermediate Small Banks,”
and, as a result, would only have to voluntarily be subject to the CDFT and excuse them from obligations to
place branches in LMl communities. The agencies also propose reclassifying 779 “Intermediate Small Banks” to
“Small Banks,” which would excuse them from CRA requirements for community development finance. EAH

Housing urges the agencies to not to reclassify these banks because they have been complying with the CRA
for several years and their reclassifications would significantly curtail reinvestment activity.

Reconsider the CRA’s Community Engagement

The current CRA rules and the implementation of them suggest that, even under this NPR, community input
will not be solicited or respected. in the experience of our members, agencies do not solicit community
comments on exams. When communities do provide them, agencies often ignore them. The requirement for
community contacts have not been taken seriously and rarely do banks find a local, community-specific
contact.

To start to rectify, banks and the relevant agencies should:
e Post all comments received on their websites and be required to provide a response.

e (Clearly disclose contact information for key staff.

The agencies should:
@ Solicit community stakeholder input on the performance of particular banks for CRA exams and during

mergers and provide ninety days to the public to comment.

e Default bank mergers to public hearings when public commenters raise concerns.
Scrutinize bank merger applications to ensure that community credit needs, convenience and needs,
and public benefit standards are met.
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2 Routinely review sl existing consumer complaints, commurdty commaents, CFP8 and agenoy
investigations during CRA exams and merger reviews '

s Splicht community groups for thelr visws on benk practices relating to climats, displacement,
discrimination, and sither harms.

Community Benefits Agresmends should be encouraged a3 evidence thet 2 bank can meet applicable
community needs and convenisnce and needs standards, andd regulators should condition merger approvals on
ongolng compliance with CHAs,

We appraciate your consideration of these commaents and look forward to the adoption of revised regulations.
Sincerely,
Marianne Lm
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