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amendment nos. 7, 11, 14, 16, 20, 33, 35, 37, 39, 43, 55, 57, 59, 61, and 65 are delayed
indefinitely. The agencies will publish a document in the Federal Register announcing an
effective date for these delayed amendments.
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collection and maintenance requirements in § _ .42(c), (d), (e), and (f); and appendices A
through F of the common rule text as adopted by the OCC, Board, and FDIC are applicable on
January 1, 2026. Sections _ .42(b), (g), (h), and (i) and the reporting requirements in § _ .42(c),
(d), (e), and (f) of the common rule text as adopted by the OCC, Board, and FDIC are applicable
on January 1, 2027.
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I. Summary of the Final Rule

The CRA! is a seminal piece of legislation that requires the OCC, Board, and the FDIC
(together referred to as the agencies, and each, individually, the agency) to assess a bank’s?
record of meeting the credit needs of its entire community, including low- and moderate-income
neighborhoods, consistent with the bank’s safe and sound operation. Upon completing this
examination, the statute requires the agencies to “prepare a written evaluation of the institution’s
record of meeting the credit needs of its entire community, including low- and moderate-income
neighborhoods.”® The statute further provides that each agency must consider a bank’s CRA
performance “in its evaluation of an application for a deposit facility by such institution.”* The
agencies implement the CRA and establish the framework and criteria by which the agencies
assess a bank’s performance through their individual CRA regulations, which are supplemented
by supervisory guidance.> Under the CRA regulations, the agencies apply different evaluation
standards for banks of different asset sizes and types.

112 U.S.C. 2901 et seq.

2 For purposes of this SUPPLEMENTARY INFORMATION, the term “bank” includes
insured national and State banks, Federal and State savings associations, Federal branches as
defined in 12 CFR part 28, insured State branches as defined in 12 CFR 345.11(c), and State
member banks as defined in 12 CFR part 208, except as provided in 12 CFR __.11(c¢).

312 U.S.C. 2906(a).
412 U.S.C. 2903(a)(2).

3 See 12 CFR part 25 (OCC), 12 CFR part 228 (Regulation BB) (Board), and 12 CFR part 345
(FDIC). For clarity and to streamline references, citations to the agencies’ existing common
CRA regulations are provided in the following format: current 12 CFR _ .xx. For example,
references to 12 CFR 25.12 (OCC), 12 CFR 228.12 (Board), and 12 CFR 345.12 (FDIC) would
be streamlined as follows: “current 12 CFR _ .12.” Likewise, references to the agencies’
proposed and final common CRA regulations are provided in the following formats,
respectively: “proposed § .xx”and “final §  .xx.”



The agencies issued a Notice of Proposed Rulemaking published in the Federal Register on
June 3, 2022, (NPR, proposal, or the proposed rule),® seeking comment on updates to their
respective CRA regulations to achieve the following objectives:

e Strengthen the achievement of the core purpose of the statute;

e Adapt to changes in the banking industry, including the expanded role of mobile and
online banking;

e Provide greater clarity and consistency in the application of the regulations;

e Tailor performance standards to account for differences in bank size and business models
and local conditions;

e Tailor data collection and reporting requirements and use existing data whenever
possible;

e Promote transparency and public engagement;
e Confirm that CRA and fair lending responsibilities are mutually reinforcing; and

Promote a consistent regulatory approach that applies to banks regulated by all three
agencies.’

The agencies believe that each objective is met through the promulgation of this final rule.
Additional discussion of, and commenter feedback received regarding, the agencies’ objectives
can be found in Section III.B of this SUPPLEMENTARY INFORMATION.

This section provides a summary of the final rule and highlights certain key elements and
changes as compared to the proposal. For a more detailed discussion, including the agencies’
considerations of the comments received, see Sections III and IV of this SUPPLEMENTARY
INFORMATION.

Bank Asset Size Categories and Limited Purpose Banks

The final rule implements a revised regulatory framework for the CRA that, like the current
framework, is based on bank asset size and business model. This tailoring of the framework
recognizes the capacity and resource differences among banks. Under the final rule, banks are
classified as either a large bank, an intermediate bank, a small bank, or a limited purpose bank.
Pursuant to the final rule: large banks are those with assets of at least $2 billion as of December
31 in both of the prior two calendar years; intermediate banks are those with assets of at least
$600 million as of December 31 in both of the prior two calendar years and less than $2 billion
as of December 31 in either of the prior two calendar years; and small banks are those with assets
of less than $600 million as of December 31 in either of the prior two calendar years. These
asset-size thresholds will be adjusted annually for inflation.

The final rule revises the definition of limited purpose bank to include both those banks
currently considered “limited purpose banks” and those currently considered “wholesale banks,”

687 FR 33884 (June 3, 2022).

7 The agencies have revised this objective for the final rule, to recognize that the agencies
currently have common regulations.



as those terms are defined under the current regulation and were defined under the proposal.
Specifically, the final rule defines a limited purpose bank as a bank that is not in the business of
extending certain loans, except on an incidental and accommodation basis, and for which a
designation as a limited purpose bank is in effect. The final rule therefore does not reference
“wholesale banks” because a separate definition is no longer necessary. The agencies have also
clarified that limited purpose banks are not evaluated as small, intermediate, or large banks.

Evaluation Framework

Overview. The final rule’s performance evaluation framework utilizes performance tests to
evaluate a bank’s performance in meeting the credit needs of its entire community. In finalizing
this evaluation framework, the agencies seek to meet the objectives described above, including:
strengthening the achievement of the core purpose of the statute; tailoring to account for
differences in bank size, business model, and local conditions; and adapting to changes in the
banking industry, including the rise of mobile and online banking. Depending on a bank’s asset
size or limited purpose bank designation, the agencies will evaluate banks under one or a
combination of the following seven performance tests: the Retail Lending Test; the Retail
Services and Products Test; the Community Development Financing Test; the Community
Development Services Test; the Intermediate Bank Community Development Test; the Small
Bank Lending Test; and the Community Development Financing Test for Limited Purpose
Banks. The agencies have also retained the strategic plan option, with revisions, as an alternative
method for evaluation under the CRA.

The agencies will evaluate large banks under four performance tests: the Retail Lending
Test, the Retail Services and Products Test, the Community Development Financing Test, and
the Community Development Services Test. The agencies will evaluate intermediate banks
under the Retail Lending Test and either the current community development test, referred to in
the final rule as the Intermediate Bank Community Development Test, or, at the bank’s option,
the Community Development Financing Test. The agencies will evaluate small banks under
either the current small bank test, referred to in the final rule as the Small Bank Lending Test or,
at the bank’s option, the Retail Lending Test. Finally, the agencies will evaluate limited purpose
banks, under the Community Development Financing Test for Limited Purpose Banks.

The final rule also provides that relevant activities of a bank’s operations subsidiaries or
operating subsidiaries are included in a bank’s performance evaluation. Relevant activities of
other affiliates would be considered at a bank’s option.

For each applicable performance test, the agencies will assign conclusions reflecting the
bank’s performance in its facility-based assessment areas, and in the case of the Retail Lending
Test, certain other geographic areas. In most instances, including for small banks that opt to be
evaluated under the Retail Lending Test, the agencies will assign one of five conclusions to the
bank: “Outstanding”; “High Satisfactory”; “Low Satisfactory”; “Needs to Improve”; or
“Substantial Noncompliance.” For small banks evaluated under the Small Bank Lending Test,

the agencies will assign one of four conclusions: “Outstanding”; “Satisfactory”; “Needs to
Improve”; or “Substantial Noncompliance.”

The conclusions assigned in connection with each of the applicable performance tests are
combined to develop a bank’s CRA ratings. The agencies may assign a bank one of the four

ratings, as indicated in the statute: “Outstanding”; “Satisfactory”; “Needs to Improve”; or
“Substantial Noncompliance.”



For banks that are evaluated under more than one performance test, specific weights are
applied to each performance test conclusion, with weighting varying by bank asset size. For
large banks: the Retail Lending Test is weighted at 40 percent; the Retail Services and Products
Test is weighted at 10 percent; the Community Development Financing Test is weighted at 40
percent; and the Community Development Services Test is weighted at 10 percent. Relative to
the proposal, this large bank weighting reflects a decrease in the percentages assigned to the
Retail Lending Test and the Retail Services and Products Test and a resulting increase in the
percentage assigned to the Community Development Financing Test. For intermediate banks,
each applicable performance test is weighted at 50 percent.

As noted above, banks of all sizes will maintain the option to elect to be evaluated under an
approved strategic plan. Among other revisions, the final rule updates the standards for
obtaining approval for such plans. The final rule clarifies the proposal to explain the
circumstances in which banks must include the performance tests that would apply in the
absence of a strategic plan, the modifications and additions that banks may make to those tests,
and the justifications that banks must provide for their draft plans.

Retail Lending Test. The Retail Lending Test evaluates a bank’s record of helping to meet
the credit needs of its entire community through the bank’s origination and purchase of home
mortgage loans, multifamily loans, small business loans, and small farm loans, as well as through
automobile lending if the bank is a majority automobile lender. Specifically, the Retail Lending
Test includes an evaluation of how banks are serving low- and moderate-income individuals,
small businesses, small farms, and low- and moderate-income census tracts in the bank’s facility-
based assessment areas and, as applicable, retail lending assessment areas and outside retail
lending areas. As noted above, under the final rule, intermediate and large banks are required to
be evaluated under the Retail Lending Test, and small banks may opt to be evaluated under this
performance test.

The Retail Lending Test includes two sets of metrics, as well as additional factors that are
used to complement the use of metrics. First, the Retail Lending Volume Screen measures the
volume of a bank’s retail lending relative to its deposit base in a facility-based assessment area
and compares that ratio to a Retail Lending Volume Threshold based on the aggregate ratio for
all reporting banks with at least one branch in the same facility-based assessment area.

Second, the agencies evaluate the geographic distribution and borrower distribution of a
bank’s major product lines in its Retail Lending Test Areas (facility-based assessment areas,
retail lending assessment areas, and outside retail lending area) using a series of metrics and
benchmarks. For example, for a bank’s closed-end mortgage lending in a Retail Lending Test
Area, the geographic distribution analysis evaluates the bank’s percentage of lending (1) in low-
income census tracts and (2) in moderate-income census tracts, while the borrower distribution
analysis evaluates the bank’s percentage of lending (3) to low-income borrowers and (4) to
moderate-income borrowers. Under the final rule, the agencies evaluate the distribution of a
large bank’s major product lines in its facility-based assessment areas, any retail lending
assessment areas the bank is required to delineate, and its outside retail lending area. For
intermediate banks, and small banks that opt to be evaluated under the Retail Lending Test, the
agencies evaluate the distribution of the bank’s major product lines in its facility-based
assessment areas and any outside retail lending area, if applicable. Regardless of the geographic
area in which a bank is evaluated, for most major product lines, a bank’s performance relative to
the retail lending distribution benchmarks is translated into a recommended conclusion using



performance ranges that establish the level of performance needed to achieve a particular
conclusion, such as “High Satisfactory.”

In addition, in the final rule the agencies consider a list of additional factors that are intended
to account for circumstances in which the retail lending distribution metrics and benchmarks
may not accurately or fully reflect a bank’s retail lending performance, or in which the
benchmarks may not appropriately represent the credit needs and opportunities in an area.

In response to commenter feedback, the agencies sought ways to ensure that the final rule’s
Retail Lending Test appropriately balances the agencies’ objectives. For example, the agencies
adjusted some of the multipliers utilized as part of the Retail Lending Test to make
“Outstanding” and “High Satisfactory” Retail Lending Test supporting conclusions more
attainable relative to the proposal, while maintaining an appropriate degree of rigor. Moreover,
as compared to the proposal, the final rule reduces the number of product lines potentially
evaluated under the Retail Lending Test from six to three (closed-end home mortgage loans,
small business loans, and small farm loans) for most banks. In addition, the agencies will only
evaluate a bank’s automobile loans if automobile loans represent a majority of the bank’s retail
lending, or if the bank opts to have its automobile loans evaluated under the Retail Lending Test.

Retail Services and Products Test. The Retail Services and Products Test utilizes a tailored
approach to evaluate the availability of a bank’s retail banking services and retail banking
products and the responsiveness of those services and products to the credit needs of the bank’s
entire community, including low- and moderate-income individuals, low- and moderate-income
census tracts, small businesses, and small farms. Under the final rule, this performance test
maintains the overall approach set out in the NPR, with certain modifications, and incorporates
benchmarks to evaluate the availability of a bank’s branch and remote service facilities. In
addition, the agencies will evaluate the digital and other delivery systems of some banks.

Evaluation of the retail banking services of a large bank with assets greater than $10 billion
includes a review of the bank’s branch availability and services, remote service facilities
(including ATMs), and digital delivery systems and other delivery systems. The agencies will
also consider the digital delivery systems and other delivery systems of large banks with assets
less than or equal to $10 billion if the bank does not operate any branches or, for banks that
operate at least one branch, at the bank’s option.

Evaluation of a bank’s retail banking products includes a review of the responsiveness of the
bank’s credit products and programs, and availability and usage of responsive deposit products.
Both deposit products and credit products and programs are evaluated at the institution level and,
in a change from the proposal, are given only positive consideration and may not negatively
impact a bank’s Retail Services and Products Test conclusion. This aspect of the performance
test is designed to evaluate a bank’s efforts to provide products that are responsive to the needs
of low- and moderate-income communities. The agencies will not evaluate the availability and
usage of responsive deposit products in connection with large banks with assets less than or
equal to $10 billion, unless the bank opts in.

Community Development Financing Test. The Community Development Financing Test
evaluates how well large banks and intermediate banks that opt into the performance test meet
the community development financing needs in each facility-based assessment area, each State
or multistate MSA, as applicable, and for the institution. The test is not assessed in retail lending
assessment areas.



The Community Development Financing Test includes the following elements: (1) a
Community Development Financing Metric used to evaluate the dollar volume of a bank’s
community development loans and investments relative to the bank’s deposit base; (2)
standardized benchmarks to aid in evaluating performance; and (3) an impact and responsiveness
review to ensure consideration of community development loans and investments that are
particularly impactful or responsive. The final rule also includes a metric for banks with assets
greater than $10 billion to measure the bank’s community development investments relative to
deposits. This metric is intended to ensure a focus on certain bank community development
investments (including Federal Low-Income Housing Tax Credit (LIHTC) and New Market Tax
Credit (NMTC) investments). This metric is applied at the institution level and may only
contribute positively to a bank’s Community Development Financing Test conclusion.

Community Development Services Test. The Community Development Services Test
considers the importance of community development services in fostering partnerships among
different stakeholders, building capacity, and creating conditions for effective community
development, including in rural areas. The agencies will evaluate large banks under this
performance test in facility-based assessment areas, in States, multistate MSAs, and nationwide.

Under the final rule, the evaluation includes a qualitative review of relevant community
development services data, and an impact and responsiveness review to assess services that are
particularly responsive to community needs. After considering commenter feedback, the
performance test does not require a metric of community development service hours per full-
time employee for banks with assets greater than $10 billion. Moreover, the final rule maintains
the existing requirement that volunteer services considered under this performance test must be
related to the provision of financial services or the expertise of bank staff and must have a
community development purpose. The performance test will provide consideration for activities
that promote financial literacy for low- or moderate-income individuals, households, and
families, even if the activities benefit individuals, households, and families of other income
levels as well.

Geographic Areas in which a Bank’s Activities are Considered

Facility-based assessment areas. As under the current CRA regulations, the final rule
maintains facility-based assessment areas as the cornerstone of the CRA evaluation framework.
The final rule adopts the delineation requirements for facility-based assessment areas mostly as
set out in the proposal with clarifying changes. Specifically, banks will continue to delineate
facility-based assessment areas in the MSAs or nonmetropolitan areas of States in which the
following facilities are located: main offices, branches, and deposit-taking remote service
facilities. As under the proposal, large banks are required to delineate facility-based assessment
areas composed of whole counties, while intermediate and small banks will continue to be
permitted to delineate facility-based assessment areas consisting of partial counties. The final
rule continues to provide that facility-based assessment areas may not reflect illegal
discrimination and may not arbitrarily exclude low- or moderate-income census tracts.

Retail lending assessment areas. The final rule requires a large bank to delineate a new type
of assessment area, referred to as retail lending assessment areas, in an MSA or the
nonmetropolitan area of a State in which the large bank has a concentration of closed-end home
mortgage or small business lending outside of its facility-based assessment area(s). Large banks
are evaluated under the Retail Lending Test, but not the other performance tests, in retail lending



assessment areas. Relative to the proposal, the final rule tailors the retail lending assessment
area requirement by exempting large banks that conduct more than 80 percent of their retail
lending within facility-based assessment areas.

Upon consideration of commenter feedback regarding the retail lending assessment area
proposal, the final rule increases, relative to the proposal, the loan count thresholds that trigger
the retail lending assessment area delineation requirement to at least 150 closed-end home
mortgage loans or at least 400 small business loans in each year of the prior two calendar years.
The final rule also simplifies the evaluation of a large bank’s retail lending performance by
reducing the number of product lines potentially evaluated in a retail lending assessment area
from six to two product lines, and only evaluating a product line if the bank exceeds the relevant
loan count threshold.

Outside retail lending areas. Under the final rule, the agencies will evaluate the retail
lending performance of all large banks, certain intermediate banks, and certain small banks that
opt to be evaluated under the Retail Lending Test in the outside retail lending area, which
consists of the nationwide area outside of the bank’s facility-based assessment areas and
applicable retail lending assessment areas, excluding certain nonmetropolitan counties.
Evaluation in these areas is designed to facilitate a comprehensive evaluation of a bank’s retail
lending to low- and moderate-income individuals and communities under the Retail Lending
Test, and to adapt to changes in the banking industry, such as mobile and online banking. For an
intermediate bank or a small bank that opts to be evaluated under the Retail Lending Test, the
agencies evaluate the bank’s retail lending performance in the outside retail lending area on a
mandatory basis if the bank conducts a majority of its retail lending outside of its facility-based
assessment areas. If the intermediate or small bank does not conduct a majority of its retail
lending outside of its facility-based assessment areas, the bank may opt to have its retail lending
in its outside retail lending area evaluated.

Areas for eligible community development activities. Like the proposal, the final rule
provides that all banks will receive consideration for any qualified community development
loans, investments, or services, regardless of location. In assessing a large bank’s Community
Development Financing Test performance, the final rule includes a focus on performance within
facility-based assessment areas. Specifically, when developing conclusions for a State,
multistate MSA, or for the institution overall, the final rule combines two components through a
weighted average calculation: (1) performance within the bank’s facility-based assessment areas
in the State, multistate MSA, or for the institution overall; and (2) performance across the entire
State, multistate MSA, and for the institution. The weights of the two components are based on
the percentage of a bank’s retail lending and deposits inside its facility-based assessment areas.
For example, for a bank with a relatively low percentage of retail lending and deposits inside its
facility-based assessment areas, the bank’s performance within its facility-based assessment
areas receives less weight than its performance across the entire State, multistate MSA, or
nationwide area. In this way, the Community Development Financing Test recognizes
differences in bank business models.

Categories of Community Development

Updated community development definition. Under the current CRA regulations, in
evaluating a bank’s CRA performance, banks may receive community development
consideration for community development loans, investments, and services under various tests.



The final rule updates the definition of community development to provide banks with additional
clarity regarding the loans, investments, and services that the agencies have determined support
community development. The agencies believe these activities are responsive to the needs of
low- and moderate-income individuals and communities, designated distressed or underserved
nonmetropolitan areas, Native Land Areas,® small businesses, and small farms. Specifically, the
agencies have defined the following eleven community development categories in the final rule:

Affordable housing, which has five components: (1) rental housing in conjunction with a
government affordable housing plan, program, initiative, tax credit, or subsidy; (2)
multifamily rental housing with affordable rents; (3) one-to-four family rental housing
with affordable rents in a nonmetropolitan area; (4) affordable owner-occupied housing
for low- or moderate-income individuals; and (5) mortgage-backed securities.

Economic development, which includes loans, investments, and services undertaken in
conjunction or in syndication with government programs; loans, investments, and
services provided to intermediaries; and other forms of assistance to small businesses and
small farms. Unlike the proposal, this category includes direct loans to small businesses
and small farms in conjunction or in syndication with government programs that meet a
size and purpose test.

Community supportive services, which includes activities that assist, benefit, or
contribute to the health, stability, or well-being of low- or moderate-income individuals,
and replaces the current rule’s “community services targeted to low- or moderate-income
individuals” category.

Six categories of place-based activities, which replace the revitalization and stabilization
activities component of the current rule. Each of the final place-based categories adopts a
focus on targeted geographic areas and includes common place-based eligibility criteria
that must be met. The six place-based categories are:

o Revitalization or stabilization activities;

o Essential community facilities;

o Essential community infrastructure;

o Recovery activities that promote the recovery of a designated disaster area;
o Disaster preparedness and weather resiliency activities; and

o Qualifying activities in Native Land Areas.

Activities with minority depository institutions (MDIs), women’s depository institutions
(WDIs), low-income credit unions (LICUs), and community development financial
institutions (CDFIs).

Financial literacy, which retains the proposed approach of qualifying activities assisting
individuals, families, and households of all income levels, including low- or moderate-
income individuals, families, and households.

8 The final rule defines “Native Land Areas” in final §  .12.

10



Hllustrative list and confirmation process. To promote clarity and consistency, the final rule
also provides that the agencies will issue, maintain, and periodically update a publicly available
illustrative list of non-exhaustive examples of loans, investments, and services that qualify for
community development consideration. In addition, the final rule includes a process through
which banks can confirm with the appropriate Federal financial supervisory agency whether a
particular loan, investment, or service is eligible for community development consideration.’

Impact and responsiveness review. To promote clarity and consistency in the final rule, the
agencies will evaluate the extent to which a bank’s community development loans, investments,
and services are impactful and responsive in meeting community development needs, through
the application of a non-exhaustive list of review factors. Such factors were referred to as impact
review factors in the agencies’ proposal but are referred to as impact and responsiveness factors
in the final rule.

Data Collection, Maintenance, and Reporting

Consistent with the proposal, the agencies are not imposing any new data collection and
reporting requirements for small and intermediate banks. For large banks, the final rule
leverages existing data where possible and introduces updated data collection, maintenance, and
reporting requirements to fill gaps in the current regulation and facilitate implementation of the
final rule. For example, the final rule requires certain large banks to collect, maintain, and report
data that would enable the agencies both to implement the metrics and benchmarks included in
the Retail Lending Test and Community Development Financing Test, and to evaluate activities
under the Retail Services and Products Test. These data requirements are intended to support
greater clarity and consistency in the application of the CRA regulations and are tailored by bank
size, such as by introducing certain data requirements only for those large banks with assets over
$10 billion dollars.

The final rule requires the agencies to publish on their respective websites certain
information related to the distribution by borrower income level, race, and ethnicity of a large
bank’s home mortgage loan originations and applications in each of the bank’s assessment areas.
This disclosure would leverage existing data available under the Home Mortgage Disclosure Act
(HMDA).!°

Transition

Although the effective date of the final rule is April 1, 2024, the applicability date for the
majority of the provisions is January 1, 2026. Specifically, the following provisions of the final

? The CRA defines “appropriate Federal financial supervisory agency” to mean: “(A) the
Comptroller of the Currency with respect to national banks and Federal savings associations (the
deposits of which are insured by the Federal Deposit Insurance Corporation); (B) the Board of
Governors of the Federal Reserve System with respect to State chartered banks which are
members of the Federal Reserve System, bank holding companies, and savings and loan holding
companies; (C) the Federal Deposit Insurance Corporation with respect to State chartered banks
and savings banks which are not members of the Federal Reserve System and the deposits of
which are insured by the Corporation, and State savings associations (the deposits of which are
insured by the Federal Deposit Insurance Corporation).” 12 U.S.C. 2902(1).

1012 U.S.C. 2801 et seq.
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rule will become applicable on January 1, 2026: final §§ .12 through  .15; final §§ .17
through  .30; final §  .42(a); the data collection and maintenance requirements in final

§ .42(c), (d), (e), and (f); and appendices A through F. Banks will have until January 1, 2027,
to comply with the reporting requirements of §  .42(c), (d), (e), and (f), with data reporting
requirements every April 1 beginning in 2027. In final § .51, the agencies have also included
transition provisions relating to: applicability of the current CRA regulations; HMDA data
disclosures; CRA consideration of eligible loans, investments, services, or products; strategic
plans; and a particular ratings standard relating to minimum performance requirements
applicable to large banks. Until the applicability dates for these provisions, banks will follow the
current CRA regulations, included as appendix G to the revised CRA regulations.

Transition to Section 1071 Data

As discussed in the section-by-section analysis of §§ .12, .22 and .42, the agencies
have included amendments to transition to the use of Consumer Financial Protection Bureau’s
(CFPB) Section 1071 Final Rule'! small business and small farm lending data (Section 1071
data) once the data are available. The Section 1071 data would replace CRA small business and
small farm lending data required to be collected, maintained, and reported pursuant to final

§ .42(a)(1) and (b)(1).

With respect to the agencies’ transition to using Section 1071 data, as indicated in the
section-by-section analysis of § .12, the agencies have removed proposed references to Section
1071 data in the final rule’s regulatory text. Instead, each agency is adopting separate agency-
specific amendatory text that provides for a transition to Section 1071 data. These transition
amendments implement the intent of the agencies articulated in the proposal to leverage Section
1071 data while accounting for the current uncertainty surrounding the availability of that data.
Specifically, when effective, these transition amendments will add appropriate references to the
Section 1071 rulemaking, remove references to Call Report-based small business and small farm
data, and make other corresponding changes to the final rule regulatory text.

The agencies are not including an effective date for these Section 1071-related transition
amendments in the final rule. Instead, once the availability of Section 1071 data is clarified, the
agencies will take steps to provide appropriate notice in the Federal Register of the effective date
of the transition amendments. The agencies expect that the effective date will be on January 1 of
the relevant year to align with the final rule’s data collection and reporting, benchmark
calculations, and performance analysis, which all are based on whole calendar years.

Implementation

The agencies expect to issue supervisory guidance, including examination procedures, to
promote clarity and transparency regarding implementation of the final rule. In addition, the
agencies will conduct outreach and training to facilitate implementation of the final rule. For
instance, the agencies expect to develop data reporting guides and technical assistance materials
to assist banks in understanding supervisory expectations with respect to the final rule’s data
reporting requirements. In addition, the agencies expect to develop templates, such as for the
submission of digital and other delivery systems data as well as for responsive deposit products
data, to increase consistency, and will continue to explore other tools to improve efficiency and

1'88 FR 35150 (May 31, 2023); see also 12 CFR part 1002.
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reduce burden. The agencies are also planning to develop data tools for banks and the public that
will increase familiarity with the operation of the performance tests and allow for monitoring of
performance relative to benchmarks based on historical data.

Each of the topics highlighted through this Summary of the Final Rule are discussed in
greater detail in the section-by-section analysis in Section [V of this SUPPLEMENTARY
INFORMATION. The agencies are setting forth in this SUPPLEMENTARY
INFORMATION the final rule using common regulation text for ease of review. The agencies
have also included agency-specific amendatory text'? where necessary to account for differing
agency authority and terminology.'?

I1. Background
A. General Statutory Background

The CRA was passed by Congress as part of the Housing and Community Development Act
of 1977'* and is designed to encourage regulated banks to help meet the credit needs of the
communities in which they are chartered. Specifically, Congress found that “(1) regulated
financial institutions are required by law to demonstrate that their deposit facilities serve the
convenience and needs of the communities in which they are chartered to do business; (2) the
convenience and needs of communities include the need for credit services as well as deposit
services; and (3) regulated financial institutions have [a] continuing and affirmative obligation to
help meet the credit needs of the local communities in which they are chartered.”!’

The CRA requires the agencies to “assess the institution’s record of meeting the credit needs
of its entire community, including low- and moderate-income neighborhoods, consistent with the
safe and sound operation of such institution.”'® Upon completing this assessment, the statute
requires the agencies to “prepare a written evaluation of the institution’s record of meeting the
credit needs of its entire community, including low- and moderate-income neighborhoods.”!’

12 The OCC notes that current 12 CFR part 25 includes subpart E, Prohibition Against Use of
Interstate Branches Primarily for Deposit Production. This subpart implements section 109 of
the Riegle-Neal Interstate Banking and Branching Efficiency Act of 1994, 12 U.S.C. 1835a,
which only applies to certain national banks and Federal branches of a foreign bank. As
proposed, this final rule redesignates this subpart as subpart F but does not amend it.

13 In addition to the changes described in this SUPPLEMENTARY INFORMATION, the
agencies have made conforming and technical changes throughout the final rule. The agencies
will evaluate at a later date other rules that cross-reference to the CRA regulations to identify
conforming changes that may be appropriate.

14 Pub. L. 95-128, 91 Stat. 1111 (Oct. 12, 1977).
1512 U.S.C. 2901(a).

1612 U.S.C. 2903(a)(1).

1712 U.S.C. 2906(a).
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The statute further provides that each agency must consider a bank’s CRA performance “in its
evaluation of an application for a deposit facility by such institution.”!8

Since its enactment, Congress has amended the CRA several times, including through: the
Financial Institutions Reform, Recovery, and Enforcement Act of 1989'° (which required public
disclosure of a bank’s CRA written evaluation and rating); the Federal Deposit Insurance
Corporation Improvement Act of 19912° (which required the inclusion of a bank’s CRA
examination data in the determination of its CRA rating); the Resolution Trust Corporation
Refinancing, Restructuring, and Improvement Act of 1991 (which permits the agencies to
provide favorable consideration where the bank has donated, sold on favorable terms, or made
available rent-free any branch of the bank “located in any predominantly minority neighborhood
to any minority depository institution or women’s depository institution”);?! the Housing and
Community Development Act of 199222 (which included assessment of the record of
nonminority-owned and nonwomen-owned banks in cooperating with minority-owned and
women-owned banks and LICUs); the Riegle-Neal Interstate -Banking and Branching Efficiency
Act of 19942 (which (1) required an agency to consider an out-of-State national bank’s or State
bank’s CRA rating when determining whether to allow interstate branches, and (2) prescribed
certain requirements for the contents of the written CRA evaluation for banks with interstate
branches); and the Gramm-Leach-Bliley Act of 1999%* (which, among other things, provided
regulatory relief for smaller banks by reducing the frequency of their CRA examinations).

Additionally, Congress directed the agencies to publish regulations to carry out the CRA’s
purposes.?® In 1978, the agencies promulgated the first CRA regulations, which included
evidence of prohibited discriminatory or other illegal credit practices as a performance factor as
discussed further in the next section.?® Since then, the agencies have together significantly

1812 U.S.C. 2903(a)(2).

19 pub. L. 101-73, 103 Stat. 183 (Aug. 9, 1989).

20 pub. L. 102-242, 105 Stat. 2236 (Dec. 19, 1991).

21 pub. L. No. 102-233, 105 Stat. 1761 (Dec. 12, 1991).
2Ppyb. L. 102-550, 106 Stat. 3874 (Oct. 28, 1992).

23 pub. L. 103-328, 108 Stat. 2338 (Sept. 29, 1994).

24 Pub. L. 106-102, 113 Stat. 1338 (Nov. 12, 1999).
2512 U.S.C. 2905.

26 43 FR 47144 (Oct. 12, 1978). Congress also charged, in addition to the agencies, the Office of
Thrift Supervision (OTS) and its predecessor agency, the Federal Home Loan Bank Board, with
implementing the CRA. The OTS had CRA rulemaking and supervisory authority for all savings
associations. Pursuant to Title III of the Dodd-Frank Wall Street Reform and Consumer
Protection Act, Pub. L. 111-203, 124 Stat. 1376, 1522 (2010) (Dodd-Frank Act), the OTS’s
CRA rulemaking authority for all savings associations transferred to the OCC and the OTS’s
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revised and sought to clarify their CRA regulations twice - in 199527 and 20052® — with the most
substantive interagency update occurring in 1995. In addition, the agencies have periodically
jointly published the Interagency Questions and Answers Regarding Community Reinvestment
(Interagency Questions and Answers)?’ to provide guidance on the CRA regulations.

B. CRA, Illegal Discrimination, and Fair Lending

The CRA was one of several laws enacted in the 1960s and 1970s to address fairness and
financial inclusion in access to housing and credit.?® During this period Congress passed the Fair
Housing Act?! to prohibit discrimination in the sale or rental of housing,** and the Equal Credit
Opportunity Act (ECOA) in 1974 (amended in 1976), to prohibit creditors from discriminating
against an applicant in any aspect of a credit transaction on the basis of race, color, religion,
national origin, sex, marital status, and age, because all or part of the applicant’s income derives
from any public assistance program, or because the applicant has in good faith exercised any
right under the Consumer Credit Protection Act.** These fair lending, fair housing, and other

CRA supervisory authority for State savings associations transferred to the FDIC. As a result,
the OCC’s CRA regulation applies to both State and Federal savings associations, in addition to
national banks, and the FDIC enforces the OCC’s CRA regulations with respect to State savings
associations.

27 60 FR 22190 (May 4, 1995).
2870 FR 44268 (Aug. 2, 2005).

29 See 81 FR 48506 (July 25, 2016). “Interagency Questions and Answers” refers to the
“Interagency Questions and Answers Regarding Community Reinvestment” guidance in its
entirety. “Q&A” refers to an individual question and answer within the Interagency Questions
and Answers.

30 See, e.g., Board, former Gov. Lael Brainard, “Strengthening the Community Reinvestment Act
by Staying True to Its Core Purpose” (Jan. 8, 2020):
https://www.federalreserve.gov/newsevents/speech/brainard20200108a.htm (“The CRA was one
of several landmark pieces of legislation enacted in the wake of the civil rights movement
intended to address inequities in the credit markets.”). See also 123 Cong. Rec. 17630 (1977)
(statement of Sen. Proxmire) (discussing enactment of CRA and addressing banks taking
deposits from a community without reinvesting them in that community).

3142 U.S.C. 3601 et segq.

3242 U.S.C. 3604 through 3606.
3 15U.S.C. 1691 et seq.

315 U.S.C. 1691(a).

15



similar laws provide the legal basis under Federal law for prohibiting discriminatory lending
practices by creditors based on race, ethnicity, and other protected characteristics.>’

The agencies have long recognized that CRA and fair lending are mutually reinforcing. For
example, starting with the original CRA regulations issued in 1978, the agencies have taken
evidence of discrimination or other illegal credit practices into account when evaluating a bank’s
CRA performance.*® Other provisions in the original 1978 regulations similarly expressed the
agencies’ view that the exclusion of certain segments of a bank’s community is “contrary to” and
“in conflict with” the CRA’s purpose of requiring banks to meet the credit needs of their entire
communities.’’ Specifically, the agencies provided for “assessment of an institution’s lending
patterns to see if the institution discriminates between geographic areas or excludes qualified
borrowers from low- and moderate-income neighborhoods.”*® Factors identified as warranting
unfavorable treatment were “practices intended to discourage applications,” evidence of
“violations of the Equal Credit Opportunity Act and the Fair Housing Act,” and “failure to
provide usual services — such as not accepting mortgage applications — at certain branches.*

C. Overview of Current CRA Regulations and Guidance for Performance Evaluations
CRA Performance Evaluations

The current CRA regulations provide different methods to evaluate a bank’s CRA
performance depending on the asset size and business strategy of the bank.*® Under the current
framework:

o Small banks — currently, those with assets of less than $376 million as of December 31 of
either of the prior two calendar years — are evaluated under a lending test and may receive
an “Outstanding” rating based only on their retail lending performance. Qualified
investments, services, and delivery systems that enhance credit availability in a bank’s
assessment areas may be considered for an “Outstanding” rating, but only if the bank
meets or exceeds the lending test criteria in the small bank performance standards.

o Intermediate small banks — currently, those with assets of at least $376 million as of
December 31 of both of the prior two calendar years and less than $1.503 billion as of
December 31 of either of the prior two calendar years — are evaluated under the lending

35 See “Interagency Fair Lending Examination Procedures’ (Aug. 2009),
https.://www.ffiec.gov/pdf/fairlend. pdf.

36 See 43 FR 47144, 47146 (Oct. 12, 1978); current appendix A(a)(1).
37 See 43 FR 47144, 47146 (Oct. 12, 1978).

BId.

¥ 1d.

40 See generally current 12 CFR .21 through _ .27. The agencies annually adjust the CRA
asset-size thresholds based on the annual percentage change in a measure of the Consumer Price
Index. The current bank asset-size thresholds set forth in this SUPPLEMENTARY
INFORMATION are accurate through December 31, 2023.
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test for small banks and a community development test. The intermediate small bank
community development test evaluates all community development activities together.

o Large banks — currently, those with assets of at least $1.503 billion as of December 31 of
both of the prior two calendar years — are evaluated under separate lending, investment,
and service tests. The lending and service tests consider both retail and community
development activities, and the investment test focuses on qualified community
development investments. To facilitate the agencies” CRA analysis, large banks are
required to report annually certain data on community development loans, small business
loans, and small farm loans (small banks and intermediate small banks are not required to
report these data unless they opt into being evaluated under the large bank lending test).

o Designated wholesale banks (those engaged in only incidental retail lending) and limited
purposes banks (those offering a narrow product line to a regional or broader market) are
evaluated under a standalone community development test.

o Banks of any size may elect to be evaluated under a strategic plan that sets out measurable,
annual goals for lending, investment, and service activities in order to achieve a
“Satisfactory” or an “Outstanding” rating. A strategic plan must be developed with
community input and approved by the appropriate Federal financial supervisory agency.

The agencies also consider applicable performance context information to develop their
analysis and conclusions when conducting CRA examinations. Performance context comprises a
broad range of economic, demographic, and bank- and community-specific information that
examiners review to calibrate a bank’s CRA evaluation to its communities.

Assessment Areas

The current CRA regulations require a bank to delineate one or more assessment areas in
which the bank’s record of meeting its CRA obligations is evaluated.*! The regulations require a
bank to delineate assessment areas generally consisting of one or more MSAs or metropolitan
divisions, or one or more contiguous political subdivisions** in which the bank has its main
office, branches, and deposit-taking ATMs, as well as the surrounding geographies (i.e., census
tracts)* in which the bank has originated or purchased a substantial portion of its loans
(including home mortgage loans, small business and small farm loans, and any other loans the
bank chooses, such as consumer loans on which the bank elects to have its performance
assessed).

The statute instructs the agencies to assess a bank’s record of meeting the credit needs of its
“entire community, including low- and moderate-income neighborhoods, consistent with the safe
and sound operation of such institution, and . . . [to] take such record into account in its
evaluation of an application for a deposit facility by such institution.”* The statute does not

4 See current 12 CFR __.41.

42 Political subdivisions include cities, counties, towns, townships, and Indian reservations. See
Q&A §  .4l1(c)(1)---1.

43 See current 12 CFR __.12(k).
412 U.S.C. 2903(a).
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prescribe the delineation of assessment areas, but they are an important aspect of the regulation
because the agencies use assessment areas to determine what constitutes a bank’s “community”
for purposes of the evaluation of a bank’s CRA performance.

Qualifying Activities

The CRA regulations and the Interagency Questions and Answers provide detailed
information, including applicable definitions and descriptions, respectively, regarding activities
that are eligible for CRA consideration in the evaluation of a bank’s CRA performance. Banks
that are evaluated under a performance test that includes a review of their retail activities are
assessed in connection with retail lending activity (e.g., home mortgage loans, small business
loans, small farm loans, and consumer loans)* and, where applicable, retail banking service
activities (e.g., the current distribution of a bank’s branches in geographies of different income
levels, and the availability and effectiveness of the bank’s alternative systems for delivering
banking services to low- and moderate-income geographies and individuals).*®

Banks evaluated under a performance test that includes a review of their community
development activities are assessed with respect to community development lending, qualified
investments, and community development services, which must have a primary purpose of
community development.*’

Guidance for Performance Evaluations

In addition to information included in their CRA regulations, the agencies also provide
information to the public regarding how CRA performance tests are applied, where CRA
activities are considered, and what activities are eligible through publicly available CRA
performance evaluations,* the Interagency Questions and Answers, interagency CRA
examination procedures,*’ and interagency instructions for writing performance evaluations.*°

D. Stakeholder Feedback and Recent Agency Rulemaking Efforts

The financial services industry has undergone transformative changes since the CRA was
enacted, including the removal of national bank interstate branching restrictions and the
expanded role of mobile and online banking. Prior to publishing the NPR, and to better
understand how these developments impact both consumer access to banking products and
services and a bank’s CRA performance, the agencies sought, received, and reviewed feedback

45 See current 12 CFR __.12(j), (1), (v), and (w).
46 See generally current 12 CFR .21 through  .27; see also current 12 CFR _ .24(d).
47 See current 12 CFR .12 (g), (h), (i), and (t); see also current 12 CFR .21 through _ .27.

48 See, e.g., "Evaluations and Ratings Search,*
https://www.federalreserve.gov/apps/CRAPubWeb/CRA/BankRating (Board);
https.//crapes.fdic.gov/ (FDIC); h