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Mr. Gene Sperling 
National Economic Advisor lo the Presidenl 

OlTice of the Presidenl 

While House 

Washinglon, DC 

Dear Mr. Sperling: 

June 28, 1999 

I allendcd lhe meeling al Treasui7 on Monday, June 28*̂  as part ot lhe 

Nalional Communily Reinveslmenl Coalition group lhal mel wilh you and 

Under Secrelary Gensler. I wish lo lake you up on your invilalion lo make 

suggestions on how the Piesidenl's New Market's IniUaUve could increase 

CRA support and more importantly increase access to credil and capital in 

underserved communilies. 

First, on the New Markel's trip, the Presidenl should reaffirm, in the presence 

ofcommunily reinveslmenl leaders, his sirong commilment to CRA coupled 

with comments on the remarkahle success of CRA. One obvious way to 

supporl this position is to have the presidenl express his zero tolerance ioi; 

CRA weakening legislation. Toward this end. we would encourage you to 

invite a local CRA practitioner, along wilh a communily bank partner, lo 

participate in the various days events as you make your New Markel's visits 

lo the various cilies. 

î̂ ,M^nrlij2e_SRA. workinjzjrKx^nceri wilh NCRC has producgd-n nc-.w small., 
business pmdiicL named "Community Express" lhal we feel dramatically 
increases iruiiimnall^^ people's access lo small business lending. 

Illis product is an obvious match for inclusion in the New Market's Initiative. 



NATIONAL 
COMMUNITY' 

RLINVLSTMENT 
COALITION 

Finally, several organizations at lhe Treasury meeting suggested that you 

work more closely with NCRC and myselL I would welcome that opporlunily 

and I look forward lo any collaboralion lhal makes sense for you and the 

Administration. NCRC would be pleased lo also assist with any logistics lhal 

may arise oul of the above suggestions, including coordinating communily 

speakers for each visiL should you so desire. 

Our organizalion stands ready lo support your New Market Initiatives and to 

oppose the Bliley Amendment. In turn, we hope you stand ready lo include 

NCRC in your initiatives. 

Sincerely, 

John Taylor 
Presidenl & CEO 



Peter A. Weissman 

06/29/99 04:56:14 PM 

Record Type: Record 

To: Lisa Green/OPD/EOP@EOP, Melissa G. Green/OPD/EOP, Sarah Rosen Wartell/OPD/EOP@EOP 

cc: 

Subject: Lisa- pis return this call for Gene 

John Taylor 

Natl Community Reinvestment Coalition 
628-8866 
was at your CRA briefing, called to follow up on your offer to 
help with New Markets. Faxed you a letter. Lisa will call him. 
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June 25. 1999 
The Hon. Gene Sperling 
Director, National Economic Council 
White House 
Washington, DC 20502 

Dear Mr. Sperling: 

We write in regard to H.R. 10 and our concems about its potential impact on the Coniniunity 
Reinvestment Acl (CRA). 

We are deeply appreciative of the Clinton Administration's past and current suppon for CRA 
and the law's effons to increase access to capital in traditionally underserved communities. 
CRA has enjoyed significant successes in expanding economic and homeownership opportunities for 
residents of low and moderate income and minority neighborhoods. In the range of day-to-day 
activities of our organizations, we see iirst-hand the positive impact of CRA in our communities, and 
we are adamantly opposed to any legislation that diminishes the effectiveness of CRA. 

We do not consider H.R. 10 to be CRA-neutral because it would alter the structure of the 
financial industry in ways that would be harmful to CRA. The bill would encourage additional 
concentraaon in the financial industry and the creation of larger financial conglomerates that would 
have fewer ties to local communities, especially lower-income and minority neighborhoods, and bo less 
responsive to local concems. It would also result in financial holding companies shifting their assets 
into new affiliates and away from their bank and thrift divisions, which are covered by CRA. 

To address H.R. lO's negative impact on CRA, we request that the Administration suppon 
amendments that Reps. Luis Gutierrez and Thomas Barrett are seeking to inuoduce during House 
consideration and push for making them in order under the mle for H.R. 10. Rep. Gutierrez' 
amendment would extend CRA to bank holding company afTiliaies that provide banking services. The 
Gutierrez Amendment would help preserve tlie principle that institutions offering basic banldng 
services should be subject to CRA and .stop H.R. 10 from giving an unfair miu-ket advantage to 
financial insdtutions that offer such services through affiliates. Tlie amendment would also prevent 
H R 10 from encouraging financial holding companies to sl\ilt their assets into affiliates to avoid CRA 
coverage In addition, i l would mark a good first step toward curbing abusive praclices by predatory 
lenders, some of which are affiliates of bank holding companies, that mainlain such an aggressive 
presence in communities that arc underserved by banks. 

The Banett Amendment would address the problem of insurance redlining by setting basic 
data disclosure requirements for insurance companies. Like redlining by banks, insurance redlining 
greatly restricts economic opportunities in lower-income areas. Without access to homeowners' or 
small business property insurance, minorities and people with lower incomes are prevented from 
obtaining mortgages or getting loans to start up a small businesses. Tlie Barrett Aniendmeni would 
require insurance companies to provide informaUon aboul the race, income, and olher characterisucs 
of potential customers by census tract both on policias they choose to underwrite and on applicants 
they reject, much like the Home Mongage Disclosure Act (HMDA) requires for mortgage lenders. 
While we know discrimination exists in the property insurance industry, diere is very Imle public data 
on industry practices, and the Barrett Amendment would remedy that problem. 

Thank you for your attention to our concerns. We look forward to seeing you at the CRA 
forum at the Treasury Department on June 28 and discussing the.se amendments wilh you in more 
detail at that time. 

Sincerely, 

ACORN 
Center for Community Change 
National Community Reinvestment Coalition 
National League of Cities 
National Neighborhood Coalition 
NETWORK: A National Catholic Social Justice Lobby 

TOTRL P.02 



Sarah Rosen Wartell 
05/24/99 02:22:59 PM 

Record Type: Record 

To: See the distribution list at the bottom of this message 

cc: See the distribution list at the bottom of this message 
Subject: CRA Burden Hours 

As you know, under the Paperwork Reduction Act, agencies are required to periodically assess the time 
that it takes to complete their paperwork requirements. In 1995, when the CRA regulations were revised, 
estimates of the burden hours on firms were calculated. The four banking agencies (OCC, OTS, Fed, and 
FDIC) have recently reestimated the burden hours. The revised numbers will be sent this week to the 
Federal Register. Actual publication date is unclear, but they will be laid on the table (and thus in the 
public domaine) sometime this week. 

In general, I am told by Treasury, the estimates will be significantly higher (4-5 times) than was originally 
estimated in 1995. A big part of the difference is attributable to geocoding. It was assumed in 1995 that 
there would be readily available software that could be integrated with existing applications to geocode 
each loan. Unfortunately, while some software is available, the integration is not seemless and the 
calculation takes longer than expected. 

There is good news, however. While the estimates for all banks (including small banks) are higher than 
expected, the total burden hours for small banks is still very low - only 10 burden hours per year per 
bank. (Note: these numbers do not count time spent undergoing examination for CRA compliance, which 
is not counted under the paperwork reduction act.) This is basically consistent with what we have been 
saying in response to the small bank exemption - that streamlining done by the Administration in 1995 
dramatically reduced the impact on small institutions. 

Treasury will provide us with talking points on this issue BEFORE the estimates are made public. 
However, we are not contacting the bank regulators directly as we do not want to leave anyone with the 
impression that these estimates were not developed entirely independently and without political pressure. 

Please contact me if you have any questions. 

Message Sent To: 

Melissa G. Green/OPD/EOP@EOP 
Rogers . Ballentine/WHO/EOP@EOP 
Broderick Johnson/WHO/EOP@EOP 
Lisa Green/OPD/EOP@EOP 
Paul J. Weinstein Jr./OPD/EOPtffiEOP 

Message Copied To: 



Michael Deich/OMB/EOP@EOP 
Alan B. Rhinesmith/OMB/EOP@EOP 
Theodore Wartell/OMB/EOP@EOP 
Edward A. Brigham/OMB/EOP@EOP 
Alice Veenstra/OMB/EOP@EOP 
Derek A. Chapin/OMB/EOP@EOP 
Jefferson B. Hill/OMB/EOP@EOP 
Joseph F. Lackey Jr./OMB/EOP@EOP 
Michelle A. Enger/OMB/EOP@EOP 
Leticia Sierra/OMB/EOP@EOP 



Roger S. Ballentine 
05/03/99 01:09:47 PM 

Record Type: Record 

To: Michael.Barr@do.treas.gov 

cc: See the distribution list at the bottom of this message 
Subject: Re: More re CRA -Reply ^ 

pis be sure that Steve H. knows this 

Message Copied To: 

neal.comstock@do.treas.gov 
michael.froman@do.treas.gov 
karen.kornbluh@do.treas.gov 
marne.levine@do.treas.gov 
watch.office@do.treas.gov 
gregory.baer@do.treas.gov 
rick.carnell@do.treas.gov 
gary.gensler@do.treas.gov 
cliff.kellogg@do.treas.gov 
melissa.schroder@do.treas.gov 
irma.tucker@do.treas.gov 
Sarah Rosen Wartell/OPD/EOP@EOP 
Broderick Johnson/WHO/EOP@EOP 
cliff.kellogg@do.treas.gov 
gary.gensler@do.treas.gov 
gregory.baer@do.treas.gov 
irma.tucker@do.treas.gov 
Jonathan A. Kaplan/OPD/EOP@EOP 
karen.kornbluh@do.treas.gov 
Lisa Green/OPD/EOP@EOP 
inarne.levine@do.treas.gov 
melissa.schroder@do.treas.gov 
Melissa G. Green/OPD/EOP@EOP 
michael.barr@do.treas.gov 
michael.froman@do.treas.gov 
neal.comstock@do.treas.gov 
rick.carnell@do.treas.gov 
watch.office@do.treas.gov 
weinstein_p@a1 .eop.gov 



Sarah Rosen Wartell 
05/03/99 10:38:44 AM 

Record Type: Record 

To: Sarah Rosen Wartell/OPD/EOP@EOP 

cc: See the distribution list at the bottom of this message 
Subject: More re CRA ^ 

Also at 8:00, there was a discussion about how we could elevate our profile on CRA during this week's 
fight. One suggestion was that Gene go to the event on CRA hosted by the civil rights groups this week. 
Query - Is this a good idea? I understand that neither rubin nor the members will be there. 

I thought we had said that we would participate in this IF it was focused solely on CRA, but not if it was 
going to bash Fin Mod which we support. 

Guidance ASAP please. 

Message Copied To: 

michael.barr@do.treas.gov 
neal.comstock@do.treas.gov 
michael.froman@do.treas.gov 
karen.kornbluh@do.treas.gov 
marne.levine@do.treas.gov 
watch.office@do.treas.gov 
gregory.baer@do.treas.gov 
michael.barr@do.treas.gov 
rick.carnell@do.treas.gov 
gary.gensler@do.treas.gov 
cliff.kellogg@do.treas.gov 
melissa.schroder@do.treas.gov 
irma.tucker@do.treas.gov 
weinstein_p@a1 .eop.gov 
Roger S. Ballentine/WHO/EOP@EOP 
Broderick Johnson/WHO/EOP@EOP 
Melissa G. Green/OPD/EOP@EOP 
Lisa Green/OPD/EOP@EOP 
Jonathan A. Kaplan/OPD/EOP@EOP 



^"•^r^ m Michaei.Barr@do.treas.gov 
^ . M ' ..• • 05/03/99 01:05:22 PM 

Record Type: Record 

To: See the distribution list at the bottom of this message 

cc: See the distribution list at the bottom of this message 
Subject: More re CRA -Reply 

Date: 05/03/1999 01:02 pm (Monday) 
From: Michael Barr 
To: DOM3.DOP05(COMSTOCKN, FROMANM, KORNBLUHK, LEVINEM, WATCHOFFICE), 

DOM3.DOP06(BAERG, CARNELLR, GENSLERG, KELLOGGC, SCHRODERM, 
TUCKERI), ex.mail("Sarah_Rosen_Wartell@opd.eop.gov", 
"Sarah_Rosen_Wartell@opd.eop.gov") 

CC: ex.mail("Broderick_Johnson@who.eop.gov", "cliff.kellogg", 
"gary.gensler", "gregory.baer", "irma.tucker", 
"Jonathan_A._Kaplan@opd.eop.gov", "karen.kornbluh", 
"Lisa_Green@opd.eop.gov", "marne.levine", "melissa.schroder", 
"Melissa_G._Green@opd.eop.gov", "michael.barr", "michael.froman", 
"neal.comstock", "rick.carnell", 
"Roger_S._Ballentine@who.eop.gov", "watch.office", 
"weinstein_p@a1.eop.gov"). 

Subject: More re CRA -Reply 

Civil rights groups want to fly solo. 

» > ex.mail."Sarah_Rosen_Wartell@opd.eop.gov" 05/03/99 10;38am » > 
Also at 8:00, there was a discussion about how we could elevate our 
profile 
on CRA during this week's fight. One suggestion was that Gene go to 
the 
event on CRA hosted by the civil rights groups this week. Query - Is 
this 
a good idea? I understand that neither rubin nor the members will be 
there. 

I thought we had said that we would participate in this IF it was focused 
solely on CRA, but not if it was going to bash Fin Mod which we support. 

Guidance ASAP please. 

Message Sent To: 



Neal.Comstock@do.treas.gov 
Michael.Froman@do.treas.gov 
Karen.Kornbluh@do.treas.gov 
Marne.Levine@do.treas.gov 
WATCH.OFFICE@do.treas.gov 
Gregory.Baer@do.treas.gov 
Rick.Carnell@do.treas.gov 
Gary.Gensler@do.treas.gov 
Cliff.Kellogg@do.treas.gov 
Melissa.Schroder@do.treas.gov 
lrma.Tucker@do.treas.gov 
Sarah Rosen Wartell/OPD/EOP 

Message Copied To: 

Broderick Johnson/WHO/EOP 
cliff.kellogg@do.treas.gov 
gary.gensler@do.treas.gov 
gregory.baer@do.treas.gov 
irma.tucker@do.treas.gov 
Jonathan A. Kaplan/OPD/EOP 
karen.kornbluh@do.treas.gov 
Lisa Green/OPD/EOP 
marne.levine@do.treas.gov 
melissa.schroder@do.treas.gov 
Melissa G. Green/OPD/EOP 
michael.barr@do.treas.gov 
michael.froman@do.treas.gov 
neal.comstock@do.treas.gov 
rick.carnell@do.treas.gov 
Roger S. Ballentine/WHO/EOP 
watch.office@do.treas.gov 
weinstein_p@a1 .eop.gov 
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To: See the disthbution list at the bottom of this message 

cc: 
Subject: CRA memo to president 

Date: 05/02/1999 10:19 pm (Sunday) 
From: Michael Barr 
To: WATCHOFFICE, genslerg, carnellr, baerg, levinem, fromanm, 

kornbluhk, comstockn, EX.MAIL."sarah_rosen_wartell(gopd.eop.gov", 
EX.MAIL."weinstein_p(ga1.eop.gov", schroderm, kelloggc, tuckerl, 
barrm 

Subject: CRA memo to president 

This draft includes comments from Paul Weinstein, Froman, Gensler, and 
me. It currently contains recommendations endorsed by all advisors. 

Watchoffice: Please fax to (1) Secretary Rubin; (2) Paul Weinstein; (3) 
Sarah Rosen; (4) Gary Gensler. 

crapotus2.502.wpd 

Message Sent To: 

Neal.Comstock@do.treas.gov 
Michael.Froman@do.treas.gov 
Karen.Kornbluh@do.treas.gov 
Marne.Levine@do.treas.gov 
WATCH.OFFICE@do.treas.gov 
Gregory.Baer@do.treas.gov 
Michael.Barr@do.treas.gov 
Rick.Carnell@do.treas.gov 
Gary.Gensler@do.treas.gov 
Cliff.Kellogg@do.treas.gov 
Melissa.Schroder@do.treas.gov 
lrma.Tucker@do.treas.gov 
Sarah Rosen Wartell/OPD/EOP 
weinstein_p@a1 .eop.gov 

Message Copied To: 



Sarah Rosen Wartell 
05/03/99 10:32:11 AM 

Record Type: Record 

To: Lisa Green/OPD/EOP@EOP 

cc: 
Subject: Re: CRA memo to president 

Forwarded by Sarah Rosen Wartell/OPD/EOP on 05/03/99 10:32 AM • 

Sarah Rosen Wartell 
05/03/99 10:32:00 AM 

Record Type: Record 

To: Michael.Barr@do.treas.gov 
cc: See the distribution list at the bottom of this message 
bcc: Records Management@EOP 
Subject: Re: CRA memo to president ^ 

I am told that at the 8:00 meeting, a decision was made to not do a more specific veto threat from the 
President, although, if Rubin were asked, he can say that he would recommend a veto if "have and 
maintain" is not in the bill. 

Attached is some comments (in the 10:15 last night file) that I was putting in before I had heard the news. 
Obviously, the memo needs to be revised, since as written, the central question posed is no longer 
relevant. We'll await a revised fraft from Treasury. 

thanks. 

• 
crapotus2.502.wp 

Michael.Barr(gdo.treas.gov 

Michael.Barr(gdo.treas.gov 
05/03/99 08:47:24 AM 

Record Type: Record 
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For the Commission, by the Division of 
Market Regulation, pursuant to delegated 
authority.'3 

Margaret H. McFarland, 
Deputy Secretary. 
[FR Doc. 99-10986 Filed 4-30-99; 8:45 amj 
BILLING CODE BOIO-OI-M 

SMALL BUSINESS ADMINISTRATION 

Data Collection Available for Public 
Comments and Recommendations 

ACTION: Notice and request for 
comments. 

SUMMARY: In accordance w i t h the 
Paperwork Reduction Act of 1995. this 
notice announces the Small Business 
Administ rat ion 's intentions to request 
approval on a new, and/or currently 
approved informat ion col lect ion. 
DATES: Comments should be submitted 
by July 2, 1999. 

FOR FURTHER INFORMATION CONTACT: 
Curtis B. Rich, Management Analyst, 
Small Business Admin is t ra t ion, 409 3rd 
Street, S.W.. Suite 5000, Washington, 
D C. 20416. Phone Number: 202-205-
6629. 

SUPPLEMENTARY INFORMATION: 
Tit le: "SBIC Licensing Appl ica t ion 

Part 1, Part 2 and Guidel ines for 
Appl icat ions" . 

Form No: 415. 
Description o f Respondents: 

Appl icants for SBIC Licenses. 
Annua l Responses: 60. 
Annua l Burden: 160. 

Tit le: "SBIC Licensing App l ica t ion 
Management Assessment Fo rm" . 

FormNo;415A. 
Description o f Respondents: 

Appl icants for SBIC Licenses. 
Annua l Responses: 60. 
Annua l Burden: 160. 
Comments: Send al l comments 

regarding this Informat ion col lect ion to 
Saunders Mi l ler , Senior Policy Advisor, 
Office of Investment Div is ion, Small 
Business Admin is t ra t ion, 409 3rd Street 
S.W., Suite 6300, Washington. D.C. 
20416. Phono No; 202-205-3646. 

Send comments regarding whether 
this Information col lect ion Is necessary 
for the proper performance of the 
funct ion of the agency, accuracy of 
burden estimate, in addi t ion to ways to 
min imize this estimate, and ways to 
enhance the qual i ty. 
Jacqueline K. White, 
Chief. Adinlnlslralive Information Branch. 
jFR Doc. 99-10941 Filed 4-30-99; 8:45 amj 
BILLINQ CODE B02S-01-P 

SMALL BUSINESS ADMINISTRATION 

National Small Business Development 
Center Advisory Board; Public Meeting 

' fhe U.S. Small Business 
Admin is t ra t ion National Small Business 
Development Center Advisory Board 
w i l l hold a publ ic meeting on Sunday, 
July 18, 1999, from 9:00 am to 5:00 pm 
at the Universi ty of Alaska Conference 
Center, Anchorage, Alaska to discuss 
such matters as may be presented by 
members, staff o f the U.S. Small 
Business Admin is t ra t ion, or others 
present. 

For further informat ion, please wr i te 
or call Ellen Thrasher, U.S. Small 
Business Admin is t ra t ion, 409 Th i rd 
Street, SW, Fourth Floor, Washington, 
DC 20416, telephone number (202) 205-
6817. 
Shlrl Thomas, 
Director, External Affairs. 
|FR Doc. 99-10942 Filed 4-30-99; 8:45 am] 

BILLING CODE B025-01-<» 

' 17 CFR 200.30-3(a)(12) 

SMALL BUSINESS ADMINISTRATION 

New England States Regional Fairness 
Board Public Hearing 

The U.S. Small Business 
Admin is t ra t ion Region I Advisory 
Counci l located in the geographical area 
of Hartford. CT, w i l l hold a publ ic 
meeting at 9:30 a.m. on June 24, 1999, 
at the Legislative Office Bu i ld ing 
Broadway Street and Capitol Avenue 
Hard'ord. CT 06106. The space Is being 
provided by the State Government. To 
receive comments and testimony from 
smal l businesses and representatives of 
trade associations concerning regulatory 
enforcement or compliance taken by 
federal agencies. Transcripts of these 
proceedings w i l l he posted on the 
Intemet. These transcripts are subject 
only to l imi ted review by the National 
Ombudsman. 

For further informat ion, please wr i te 
or call Gary P. Peele (312) 353-0880. 
Shlrl Thomas, 
Director, External Affairs. 
jFR Doc. 99-11000 Filed 4-30-99; 8:45 amj 
BILLING CODE B02S-0t-U 

SMALL BUSINESS ADMINISTRATION 

Northwestern States Regional Fairness 
Board Public Hearing 

The U.S. Small Business 
Admin is t ra t ion Region X Advisory 
Counci l located in Lhe geographical area 
of Portland, OR, w i l l ho ld a publ ic 
meeting at 9:00 a.m. on July 7, 1999, at 
the Portland Bui ld ing Aud i to r i um 120 

SW 5th Port land, OR. To receive 
comments and testimony from small 
businesses and representatives of trade 
associations concerning regulatory 
enforcement or compliance taken by 
federal agencies. Transcripts of these 
proceedings w i l l be posted on the 
Intemet. These transcripts are subject 
only to l imi ted review by the National 
Ombudsman. 

For further Informat ion, please wr i te 
or call Gary P. Peele (312) 353-0880. 
Shirl Thomas, 
Director, External Affairs. 
jFR Doc. 99-11001 Filed 4-30-99; 8:45 am] 
BILLING CODE B02S-01-U 

DEPARTMENT OF S T A T E 

[Public Notice #2998] 

Advisory Committee to the U.S. 
Section of the Inter-American Tropical 
Tuna Commission (Committee 
Renewal) 

The Department of State has renewed 
the Charter of the Advisory Committee 
to the U.S. Section of the Inter-
Amer ican Tropical Tuna Commission 
(lATTC) for another two years. 

The lATTC was established pursuant 
to section 4 of the Tuna Conventions 
Act of 1950 (U.S.C. 953, as amended). 
The goal of the Advisory Committee is 
to serve the U.S. Section of the lATTC, 
the Department of State, and other 
agencies of the U.S. Govemment, as 
advisors on matters relating to the 
conservation and management of 
in temat ional stocks of tuna and 
dolphins In the eastem tropical Pacific 
Ocean, In part icular, on the 
development of U.S. po l icy and 
posit ions associated w i t h such matters. 

The Committee is composed of 
representatives of the major U.S. tuna 
harvesting, processing, and marketing 
sectors. Add i t iona l l y , Committee 
membership Includes representatives of 
recreational f ishing Interests and 
environmental interests. 

The Advisory Committee w i l l 
cont inue to fo l low the procedures 
prescribed by the Federal Advisory 
Committee Act (FACA). Meetings w i l l 
cont inue to be open to the publ ic unless 
a determinat ion is made In accordance 
w i t h Section 10 o f t h e FACA, 5 U.S.C. 
552b(c) (1) and (4), that a meeting or a 
port ion of the meeting should be closed 
to the publ ic. Notice ofeach meeting 
continues to be provided for publ icat ion 
in the Federal Register as far in advance 
as possible pr ior to the meeting. 

For further informat ion on the 
renewal o f t h e Advisory Committee, 
please contact Brian S. Hal lman, Deputy 
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Insecticide. Active ingredient; 
Pymetrozine: 1,2,4-triazin-3(2W)-
onc,4,5-dihydro-6-mothyl-4-|(3-
py^idinyl methyIene)aminol at 98.3%. 
Proposed classification/Use: None. For 
use only in the manufacture of EPA 
registered Insectlcldal formulations. 
(PM 4) 

6. File Symbol: 100-OER. Applicant: 
Novartis Crop Protection. Product 
Name: Acibenzolar-S-Methyl Technical. 
Plant activator. Active ingredient: Benzo 
(1,2,3) ihiadiazole-7-carbothioic acid-S-
methyl ester at 98.6%. Proposed 
classification/Use; None. For 
formulation into end-use fungicide 
products. (PM 22) 

7. File Symbol: 100-OEE. Applicant: 
Novartis Crop Protection. Product 
Name: Actigard 50WG. Plant activator. 
Active ingredient: Benzo (1,2,3) 
thiadiazole-7-carbothiolc acld-S-methyl 
ester at 50%. Proposed classification/ 
Use: None. For protection against 
certain diseases of leafy vegetables, 
tomato, and tobacco. (PM 22) 

Notice of approval or denial of an 
application to register a pesticide 
product wi l l be announced in the 
Federal Register. The procedure for 
requesting data w i l l he given in the 
Federal Register If an application Is 
approved. 

(Comments received within the 
specified time period wi l l be considered 
before a final decision is made; 
comments received after the time 
specified wi l l be considered only to the 
extent possible without delaying 
processing of the application. 

I I . Public Record and Electronic 
Submissions 

The official record for this notice, as 
well as the public version, has been 
established for this notice under docket 
number [OPP-30477] (Including 
comments and data submitted 
electronically as described below). A 
public version of this record, including 
printed, paper versions of electronic 
comments, which does not include any 
informalion claimed as CBI, is available 
for inspection from 8:30 a.m. to 4 p.m., 
Monday Lhrough Friday, excluding legal 
holidays. The official notice record is 
located at the address in "ADDRESSES" 
at the beginning of this document. 

Electronic comments can be sent 
directly to EPA at: 

opp-docket@epamall.epa.gov 

Electronic comments must be 
submitted as an ASCII file avoiding the 
use of special characters and any form 
of encryption. Comment and data wi l l 
also be accepted on disks in 
WordPerfect 5.1/6.1 or ASCII file 
format. A l l comments and data in 

electronic form must be Identified by 
the docket number [OPP-304771. 
Electronic comments on this notice may 
be filed online at many Federal 
Depository Libraries. 

Authority: 7 U.S.C. 136. 

List of Subjects 

Environmental protection. Pesticides 
and pesl, Product registration. 

Dated: April 22, 1999. 

James Joncs, 

Director, Registration Division, Office of 
Pesticide Programs. 

[FR Doc. 99-11042 Filed 4-30-99; 8:45 ami 
BILLING CODE 6560-50-F 

FEDERAL FINANCIAL INSTITUTIONS 
EXAMINATION COUNCIL 

Community Reinvestment Act; 
Interagency Questions and Answers 
Regarding Community Reinvestment 

AGENCY: Federal Financial Institutions 
Examination Council. 
ACTION: Notice and request for comment. 

SUMMARY: The Consumer Compliance 
Task Force (we) ofthe Federal Financial 
Institutions Examination Council 
(FFIEC) is supplementing, amending, 
and republishing Its Interagency 
Questions and Answers Regarding 
Community Reinvestment, as well as 
proposing for comment three new or 
revised questions and answers. The 
interagency Questions and Answers 
have been prepared by staff of the Office 
of the Comptroller of the Currency 
(OCC). the Board of Governors of the 
Federal Reserve System (Bocird), the 
Federal Deposit Insurance Corporation 
(FDIC), and the Office of Thrift 
Supervision (OTS) (collectively, the 
agencies) to answer frequently asked 
questions about community 
reinvestment. These Interagency 
Questions and Answers contain 
informal staff guidance for agency 
personnel, financial institutions, and 
the public. We seek public comment on 
the proposed questions and answers. In 
addition, we invite public comment on 
any of the new and revised questions 
and answers, as well as other 
community reinvestment Issues that are 
not addressed In these Interagency 
Questions and Answers. 
DATES: Effective date of amended 
Interagency Questions and Answers on 
Communily Reinvestment: May 3, 1999. 
We request that comments on the 
proposed questions and answers be 
submitted on or before: July 2, 1999. 

ADDRESSES: Questions and comments 
may be sent to Keith J. Todd, Executive 
Secretary, Federal Financial Institutions 
Examination Council, 2000 K Street, 
NW, Suite 310, Washington, DC 20006, 
or by facsimile transmission to (202) 
872-7501. 
FOR FURTHER INFORMATION COrfTACT: 

OCC: Malloy Harris, National Bank 
Examiner, Community and Consumer 
Policy Division, (202) 874-4446; or 
Margaret Hesse, Senior Attomey, 
Community and Consumer Law 
Division, (202) 874-5750, Office ofthe 
Comptroller of the Currency, 250 E 
Street, SW., Washington. DC 20219. 

Board: Catherine M.J. Gates, Senior 
Review Examiner, (202) 452-3946; 
James H. Mann, Attomey, (202) 452-
2412; or Kathleen C. Ryan, Attorney, 
(202) 452-3667, Board of Govemors of 
the Federal Reserve System, 20th Street 
and Constitution Avenue, NW., 
Washington. DC 20551. 

FDIC: Robert W. Mooney, Senior Fair 
Lending Specialist, Division of 
Compliance and Consumer Affairs, 
(202) 942-3090; or A. Ann Johnson, 
Counsel, Legal Division, (202) 898-
3573, Federal Deposit Insurance 
Corporation, 550 17th Street, NW., 
Washington, DC 20429. 

OTS: Theresa A. Stark. Project 
Manager, Compliance Policy, (202) 906-
7054; or Richard R. Riese, Project 
Manager, Compliance Policy, (202) 906-
6134, Office of Thrift Supervision, 1700 
G Street, NW., Washington, DC 20552. 
SUPPLEMENTARY INFORMATION: 

Background 

In 1995, the agencies revised the 
Community Reinvestment Act (CRA) 
regulations by issuing a joint final rule, 
which was published on May 4, 1995 
(60 FR 22156). See 12 CFR parts 25. 228. 
345 and 563e, implementing 12 U.S.C. 
2901 ef seq. The agencies published 
related clarifying documents on 
December 20, 1995 (60 FR 66048) and 
May 10, 1996 (61 FR 21362). 

The revised regulations are 
interpreted primarily through 
"Interagency Questions and Answers 
Regarding Community Reinvestment," 
which provide informal staff guidance 
for use by agency personnel, financial 
Institutions, and the public, and which 
are supplemented periodically. We 
published our most recent guidance on 
October 7, 1997 (1997 Interagency 
Questions and Answers). See 62 FR 
52105. In addilion lo Issuing the 1997 
Interagency Questions and Answers, we 
proposed several questions and answers 
in the accompanying supplementary 
information. These questions and 
answers were proposed to clarify what 
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is meant by "primary purpose of 
community development." We 
specifically requested comment 
addressing the proposed questions and 
answers, as well as general comments 
and questions regarding the CRA 
regulations. See 62 FR at 52108-09. 

We received 44 letters in response to 
our request for comments in the 1997 
Interagency Questions and Answers. 
Comments came from financial 
instilulions (16), community groups 
(14), trade associations (6), federal 
enlilies (6), and slate/local agencies (2). 
This document supplements, revises, 
and republishes the 1997 Interagency 
Questions and Answers based, in part, 
on questions and comments received 
from examiners, financial institutions, 
and olher interested parties, and on 
comments received in response to our 
request for comments. 

This document adopts the four 
questions and answers proposed in 1997 
and thirteen new questions and 
answers, revises seven other questions 
and answers, and proposes three new or 
revised questions and answers for 
comment. A discussion of these 
questions and answers follows. 

Questions and answers are grouped 
by the provision of the CRA regulations 
that they discuss and are presenled in 
the same order as the regulalory 
provisions. The Inleragency Questions 
and Answers employ an abbreviated 
method to cite to the regulations. 
Because the regulations ofthe four 
agencies are substantially identical, 
corresponding sections of the different 
regulations usually bear the same suffix. 
Therefore, the Interagency Questions 
and Answers typically cite only to the 
suffix. For example, the small bank 
performance standards for national 
banks appeau" at 12 CFR 25.26; for 
Federal Reserve System member banks 
supervised by the Board, they appear at 
12 CFR 228.26; for nonmember state 
banks, at 12 CFR 345.26; and for thrifts, 
at 12 CFR 563e.26. Accordingly, the 
citation in this document would be to 
§ .26. In the few instances in which 
the suffix in one ofthe regulations is 
different, the specific citation for that 
regulation is provided. 

Adopting Questions and Answers 
Proposed in 1997 

We are adopting the four questions 
and answers addressing "primary 
purpose" ofcommunily development 
activities that were proposed in 1997. 
The definitions of "community 
development loan," "community 
development service," and "qualified 
investment" all require a "primary 
purpose of community development." 
See 12 CFR 25.12 (1)(1), (j)(l), and (s); 

228.12 (0(1), 0)(1), and (s); 345.12 (i)(l), 
(j)(l). and (s); and 563e.l2 (h)(1), (i)(l), 
and (r). In response to inquiries aboul 
whether certain activities have the 
necessary "primary purpose" of 
community development to qualify as a 
community development loan, qualified 
investment or community development 
service, we proposed four questions and 
answers (Q&As) to explain what is 
meant by "primary purpose." With one 
clarifying change, which is discussed 
below, we are adopting the previously 
proposed Q&A7 addressing §§ .12(1) 
and 563e.12(h), Q&Al addressing 
§ .22(b)(4), Q&Al addressing 
§ .23(e), and Q&A3 addressing 
§ .42(b)(2). 

Twenty commenters addressed topics 
related to the proposed Q&As. The 
commenters were generally In favor of 
the proposed Q&As. Seven commenters 
supported greater flexibility for 
examiners when considering whether to 
give CRA consideration to certain loans, 
ffhese seven commenters also raised 
issues regarding the definition of 
"communily developmenl" in the 
regulations, which is discussed below.) 
Three commenters, however, felt that 
examiners rely too heavily on 
mathematical formulas in making this 
determination, such as the amount of 
the low- or moderate-income set-aside, 
the number of units constructed, or the 
number of jobs for low-income persons 
actually created. Six commenters 
supported giving CRA consideration to 
community developmont loans, even if 
50% or less of the proceeds are used for 
community development purposes. One 
commenter suggested, however, that an 
institution should receive CRA 
consideration only for that portion ofa 
loan or Investment expressly devoted to 
the community development purpose. 

The agencies have generally stated 
that a "primary purpose" of community 
development exists when the loan, 
investment or service is divisible and 
measurable in terms of the number of 
dollars spent, housing units built, or 
individuals benefited, and when an 
identinable majority of the dollars 
expended, units built or individuals 
benefited is clearly attributable to one of 
the community development purposes 
enumerated in the regulations. 
However, this answer does not address 
other activities that are subject to certain 
legal or market restraints, such that they 
do nol reach this threshold, even though 
they have communily developmenl as 
their purpose and result in real, long-
term communily development benefits. 
Many of these projects are "designed for 
the express purpose" of achieving a 
qualifying community development 
purpose, even though less than half the 

dollars Involved in the entire project are 
concentrated on that purpose. For 
example, federal tax-incentive 
affordable housing projecls, where less 
lhan half the units or half the dollars go 
into the portion ofthe project that 
represents affordable housing for low- or 
moderate-income persons, fall into this 
category. Accordingly, we are adopting 
without change the proposed guidance 
that emphasizes the quaniilatlve and 
qualitative distinctions to be made 
when evaluating eligible community 
development loans, qualified 
investments, or community 
developmenl services. 

Q&A 7 addressing §§ .12(i) and 
563e. 12(h) is based on the preamble to 
the final rule set forth at 60 FR 22.156, 
22,159 (May 4, 1995), which states that 
activities not designed for the express 
purpose ofcommunily development (as 
defined in the regulations) are not 
eligible for consideration as communily 
developmenl loans or services or 
qualified investments. The preamble 
further states that providing indirect or 
short-term benefits to low- or moderate-
income persons does not make an 
activity community development. In 
addition to incorporating this guidance 
into these Interagency Questions and 
Answers, the answer identifies the kind 
of information used to determine 
whether an activity was designed for the 
express purpose of communily 
developmenl. The answer adopts a 
simplified threshold rule (i.e., majority) 
and an alternative approach for finding 
sufficient bases to conclude that an 
activity possesses the requisite primary 
purpose. 

We are also adopting Q&Al 
addressing § .22(b)(4) and Q&Al 
addressing § .23(e). which provide 
guidance on the evaluation of activities 
that have a primary purpose of 
community development, as well as the 
reporting of community development 
loans. This additional guidance 
emphasizes that once loans or 
investments are found to possess a 
primary purpose ofcommunily 
development, examiners may 
differentiate among community 
development loans or qualified 
Investments under the relevant 
performcince criteria. This 
differentiation may be based not only on 
the differing dollar amounts attributable 
to the underlying community 
development purpose, bul also on a 
loan's innovation or complexity under 
§ .22(b)(4) or an investment's 
innovation, complexity, responsiveness 
or non-routine characteristics under 
§ .23(e). 

Finally, we are adopting Q&A3 
addressing § .42(b)(2), which 
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explains lhat a loan may be reported as 
a community development loan if its 
express primary purpose is to finance an 
affordable housing project for low- or 
moderale-income individuals, although, 
for example, only 40% of the project's 
units wi l l actually be occupied by 
individuals or families with low or 
moderate incomes. Although an 
institution would report the entire 
amounl ofthe loan, we are expanding 
upon the answer proposed in 1997 to 
clarify that examiners may make 
qualitative distinctions among 
community development loans on the 
basis of how well each loan advances ils 
communily development purpose. 

New Questions and Answers 

What is "affordable" housing? 
Institutions and others have asked how 
to determine whether a housing 
development wi l l provide "affordable" 
housing for low- and moderate-income 
individuals, particularly in a new 
project where the units are not yet 
leased or sold, or in other projects 
where the income of renters cjinnot be 
verified. It has been suggested that a 
simple formula might be appropriate, 
such as i f the mortgage paymenls or 
rental expenses amount to less than 
30% of the Income of individuals or 
families who are low- or moderate-
income (i.e., have an Income that is less 
than 80% ofthe area median income). 
We believe, however, that the critical 
consideration is the extent to which a 
project is or likely w i l l be utilized by 
low- or moderate-income individuals. A 
formula based solely on rents as a 
percentage of median family income 
may determine this accurately in some 
circumstances, but may fall to do so In 
others. For example, in an area with 
relatively low-cost housing, such a 
formula may result in a calculation 
above even the median housing cost for 
the area. Therefore, we believe that it is 
appropriate to look at several factors, 
such as median rents of the assessment 
area and the project, the median home 
value of either the assessment area, low-
and moderate-income geographies or the 
project, the low- and moderate-income 
population in the area of the project, or 
the past performance record of the 
organization(s) undertaking the project 
in determining whether a housing 
development does or likely wi l l benefit 
low-and moderate-income individuals. 

To clarify this position, we are 
adopting Q&Al addressing 
§§ .12(h)(1) and 563e.l2(g)(l), 
which discusses the types of factors that 
examiners consider when determining 
whether housing is "affordable" to low-
and moderate-income Individuals. 

Do institutions receive consideration 
for originating or purchasing loans that 
are fully guaranteed? V ĉ are adopting a 
new Q&A, designated as Q&A4 
addre.ssing § .22(a)(2), to stress that 
the lending test evaluates an 
institution's record of helping to meet 
the credit needs of its assessment area(s) 
through the origination and purchase of 
specified types of loans, but that the test 
criteria do not take into account 
whether or not the loans are guaranteed. 

What is the range of practices that 
examiners may consider in evaluating 
the innovativeness, complexity, or 
flexibility of an institution's lending? 
We have been asked whether 
contracting programs, under which 
institutions may commit to contracting 
with small business borrowers, may 
receive consideration under the CRA 
regulations. To date, examiners 
generally have not been considering 
such programs in reviewing an 
institution's CRA performance. New 
Q&Al addressings .22(b)(5) 
discusses the range of factors that 
examiners may consider in evaluating 
the Innovativeness and nexiblllty of an 
institution's lending practices (and the 
complexity and innovativeness of its 
community development lending). It 
makes clear that, even though 
contracting programs Eire not, standing 
alone, considered in connection with a 
CRA evaluation, such programs may 
enhance the success and effectiveness of 
a related lending program. Therefore, 
certain contracting programs may 
warrant consideration as examiners 
review the innovativeness, complexity, 
and flexibility of an institution's lending 
practices. The Q&A also provides 
another example of when examiners 
may consider related program activities 
in connection with an evaluation of an 
institution's lending performance. 

May an institution receive 
consideration for a qualiCied investment 
i f it invests indirectly through a fund 
with a community development 
purpose, as that is defined in the CRA 
regulations? We are adopting a new 
Q&A, designated as Q&Al addressing 
§ .23(a), that incorporates guidance 
previously provided in Interagency staff 
interpretive letters. See, e.g., Inleragency 
Staff CRA Interpretive Letter, published 
as OCC Intorprelive Letter No. 800, 
(1997 Transfer Binder) Fed. Banking L. 
Rep. (CCH), 1181-227 (Sept. 11, 1997). 
In those letters, staff stated that the 
direct or indirect nature of a qualified 
investment does not affect whether an 
institution w i l l receive consideration for 
the investment during its CRA 
evaluation. As long as the primary 
purpose ofthe investment is community 
development, as defined in the CRA 

regulations, an institution's Investment 
in a fund, which in turn Invests in a 
community development project (e.g., 
affordable housing for low- and 
moderale-income individuals that 
benefits the institution's assessment 
area(s) or a broader statewide or regional 
area thai Includes one or more of the 
institution's assessment area(s)), is a 
qualified investment. 

How do examiners evaluate an 
institution's quallHed investment in a 
fund, the primary purpose of which is 
community development, as that is 
defined in the CRA regulations? MaT\y 
financial Institutions have made 
qualified investmenls in community 
development funds that operate 
regionally or nationally. Examiners, 
institutions, and the funds have asked 
for guidance on how to evaluate these 
Investments. We are adopting a new 
Q&A, designated as Q&A2 addressing 
§ .23(e), reiterating guidance 
previously provided In an Interagency 
staff CRA interpretive letter. See 
Interagency Staff CRA Interpretive 
Leiter, published as OCC Interpretive 
Letter No. 800, supra. 

The new Q&A explains that 
examiners evaluate investments that 
benefit an Institution's assessment 
area(s) or a broader statewide or regional 
area that includes its assessment area(s) 
using the Investment test's four 
performcince criteria. When determining 
the dollar amount of the investment (the 
first criterion), examiners rely on the 
figures the Insiiiutlon records according 
to generally accepted accounting 
principles. Even though different 
institutions may employ different 
Investment strategies, institutions 
making the same dollar amount of 
Investments over the same number of 
years, all other performance criteria 
being equal, would receive the same 
level of consideration. 

The remaining three performance 
criteria—the "qualitative" criteria of 
innovativeness and complexity, 
responsiveness, and the degree to which 
the investment is not routinely provided 
by private Investors—will provide the 
basis for examiner differentiation among 
investments. Examiners also w i l l 
consider factors relevant to the 
instituilon's CRA performance context, 
such as the effect of outstanding long-
term qualified Investmenls, the pay-in 
schedule, and the amount of any cash 
call, on the capacity of the Institution to 
make new investmenls. 

How do examiners evaluate an 
institution's activities in connection 
with "Individual Development 
Accounts"?Individual Development 
Accounts (IDAs) generally are matched 
savings accounts designed to help low-
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and moderale-income families 
accumulate savings for education or job 
training, down-payment and closing 
costs on a new home, or start-up capilal 
for a small business. Once IDA 
participants have successfully funded 
an IDA, their personal IDA savings are 
matched by a public or private entity, 
such as a stale or local government, 
church, foundation, or financial 
inslilulion. Participating depositors 
often receive training in the basics of 
money management, including 
budgeting, saving, and credit repair. In 
addition, an entity, such as a 
community organization, typically 
monitors participants' withdrawals from 
their IDAs. 

Financial institutions may participate 
in IDA programs in a number of ways, 
including: offering accounts, which may 
be structured as traditional savings 
accounts; enhancing accounts by 
offering special account benefits. 
Including higher Interest rates, ATM 
services, or waived minimum balance 
requirements; providing funding in the 
form of malching funds for participants 
or operating support for community 
organizations running the IDA program; 
helping to design and Implement IDA 
programs. Including developing and 
teaching financial literacy courses; and 
making loans to participants once they 
have achieved their savings goals. 

The extent of each financial 
institution's involvement In IDAs and 
the products and services offered in 
connection with the accounts w i l l vary. 
Therefore, examiners w i l l evaluate the 
actual services and products provided 
by each Institution In connection with 
the IDA programs as one or more of the 
following: community developmenl 
services, retail banking services, 
qualified investments, home mortgage 
loans, small business loans, consumer 
loans, or community development 
loans. We are adopting a Q&A. 
designated as Q&A2 addressing 
§ .24(d). which arllculales this 
opinion. 

How do examiners evaluate a 
wholesale or limited purpose 
institution's qualiHed investment in a 
fund that invests in projects nationwide, 
the purpose of which is community 
development, as that term is defined in 
the CRA regulations? VJe are adopting a 
new Q&A, designated as Q&Al 
addressing § .25(e), memorializing 
guidance previously provided in 
interagency staff inierprotive lotiors, 
which clarifies how examiners evaluate 
qualified invesimenis made by 
wholesale or limiled purpose 
institutions in a community 
development fund that invests in 
projects nationwide. See, e.g.. 

Interagency Staff CRA Interpretive 
Leiter, published as OCC Inierprctivc 
Letter No. 801, (1997 Transfer Binder) 
Fed. Banking L. Rep. (CCl-l), t 81-228 
(Sept. 1 1, 1997). Examiners first 
determine whether the institution has 
adequately addressed the needs of its 
assessment area(s). In doing so, 
examiners also consider qualified 
investments that benefit a broader 
statewide or regional area that includes 
the Institution's assessment area(s). If 
examiners find that tho institution has 
adequately addressed the needs of its 
assessment area(s), they wi l l give 
consideration to nationwide qualified 
invesimenis. community development 
loans, and community development 
services. 

Are innovative loan products, 
innovative or complex qualified 
investments, and innovative community 
development services necessary for a 
"satisfactory" or "outstanding" CRA 
rating? Two commenters expressed 
concern that examiners might discount 
community development loans if they 
are not considered to be "Innovative." 
As one commenter stated. Innovation is 
only one of the four criteria considered 
when examiners evaluate an 
institution's responsiveness to 
community development needs. 

We are adopting a new Q&Al , 
addressing § .28, to clarify that 
Innovative practices are not required for 
an "outstanding" or "satisfactory" 
rating. Innovalive loan products, 
innovative or complex qualified 
investments, and innovative community 
development services may augment 
consideration of an institution's 
performance under the quantitative 
criteria of the performance tests, 
resulting in a higher level of 
performance and rating. The Q&A also 
makes clear that the lack of innovative 
or complex investments, loans, or 
services alone wi l l not result in a 
"needs to improve" rating. 

How is performance under the 
quantitative and qualitative 
performance criteria weighed when 
examiners assign a CRA rating? The 
lending, investment, and service tests 
each contain a number of performance 
criteria designed to measure whether an 
Institution is effectively helping to meet 
the credit needs of its entire communily, 
including low- and moderate-income 
neighborhoods, in a safe and sound 
manner. Some of these criteria are 
quantitaiivc (number and amount), 
while others are qualllalive 
(innovativeness, complexity, 
responsiveness, or nexiblllty). The 
qualitative performance criteria 
recognize that certain loans, qualified 
Investments, and community 

development services sometimes require 
special expertise and effort on the part 
of the inslilulion and provide a direcl 
benefit to the community that would not 
otherwise be possible. 

We are adopting a new Q&A, 
designated as Q&A2 addressing 
§ .28, which explains that the 
agencies consider the qualitative aspects 
of an Institution's activities when 
measuring the benefits received by the 
community. These qualitative aspects of 
an institution's performance may 
augment the consideration given to an 
institution's performance under the 
quantitative criteria of the regulations, 
resulting in a higher level of 
performance and rating. 

When collecting and reporting, i f 
applicable, the gross annual revenue or 
income of small business or farm or 
consumer borrowers, do institutions use 
the gross annual or the adjusted gross 
annual revenue or income? In response 
to questions from financial Institutions, 
we are adopting two new Q&As 
clarifying that institutions should 
collect and report gross annual revenue 
(for small businesses and small farms) 
and gross annual Income (for 
consumers) rather than adjusted gross 
annual revenue or income. The new 
Q&As are designaled as Q&A4 
addressing § .42(a)(4) and Q&A3 
addressing § .42(c)(l){iv). 

The purpose of collecting and 
reporting gross annual revenue data for 
small businesses and small farms is to 
enable examiners and the public to 
Judge whether an institution is lending 
to small businesses and farms, or 
whether It is only making small loans to 
larger businesses and farms. Similarly, 
gross annual Income infomiation is 
collected from consumer borrowers to 
help examiners determine the 
distribution of the institution's 
consumer loans based on borrower 
characteristics, including the number 
and amount of consumer loans to low-, 
moderate-, middle-', and upper-Income 
borrowers. 

May an institution keep the compact 
disc that contains its CRA Disclosure 
Statement, which is distributed by the 
FFIEC, in its public file, rather than a 
paper copy of the information? Several 
Institutions asked whether they may 
retain the compact disc that contains the 
CRA Disclosure Statement provided by 
the FFIEC in its public file rather than 
a paper copy. We are adopting a new 
Q&A2 addressing § .43(b)(1), which 
clarifies thai an institution may keep the 
compact disc (or a duplicate ofthe 
compact disc) in Its public file at ils 
main office and the designated branch 
in each state as long as the institution 
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can readily print the Information upon 
requesi. 

Must an institution's performance fit 
each aspect o fa particular rating profile 
in order to receive that raring? We are 
adopting a new Q&Al addressing 
Appendix A to Part —Ratings to 
clarify that exceptionally strong 
performance by an institution in some 
aspects ofa particular rating profile may 
compensate for weak performance in 
others, thus permitting the institution to 
earn thai rating. The Q&A describes 
relail institutions that use non-branch 
delivery systems to obtain deposits cind 
to deliver loans, as an example. Almost 
all of the loans originated by such an 
institution may be outside of its 
assessment area(s). The Q&A assumes, 
for purposes of illustration, that 
examiners may find, after considering 
the institution's performance context 
and other regulalory considerations, that 
such an institution shows weak 
performance under the lending test 
crileria applicable to lending activity, 
geographic distribution, and borrower 
characteristics within the assessment 
area. It clarifies that the institution may 
compensate for such weak performance 
by exceptionally strong performance in 
community development lending in its 
assessment area or a broader statewide 
or regional area lhat includes Its 
assessment area. 

Revised Questions and Answers 
What does "promote economic 

development" mean?The CRA 
regulations define the term "community 
development" to Include "activities that 
promote economic development by 
financing businesses or farms lhal meet 
the size eligibility standards of the 
Small Business Administration's 
Development Company (SBDC) or Small 
Business Investment Company (SBIC) 
programs (13 CFR 121.301) or have 
gross annual revenues of $1 million or 
less." 12 CFR 25.12(h)(3), 228.12(h)(3), 
345.12(h)(3) and 563e. 12(g)(3). 

The 1996 Interagency Questions and 
Answers Included a Q&A, Q&Al 
addressing §§ .12(h)(3) and 
563e. 12(g)(3), concerning whether all 
aclivities that finance small businesses 
or farms promote economic 
development. The 1997 Interagency 
Questions and Answers revised lhal 
Q&A in response to public comments. 
Since publication of the 1997 
Inleragency Questions and Answers, we 
have received 11 comments about this 
revised Q&A. 

One commenter asserted that the 
description of the purpose test, i.e., that 
the activity must promote economic 
development, was too restrictive. 
Specifically, the commenter believed 

that limiting the purpose test to 
aclivities that, for example, provide jobs 
in low- and moderale-income areas 
targeted for redevelopment by the 
governmeni would exclude financing to 
open a facility in a low- or moderale-
income area that is not targeted by the 
government for redevelopment. 

We determined that the explanation 
of the purpose test in the 1997 
Interagency Questions and Answers was 
incomplete. We are revising the answer 
to be less restrictive by staling that an 
activity promoles economic 
development if it supports "permanent 
job crealion, retention, and/or 
improvemenl for persons who are 
currenlly low- or moderate-income, or 
supports permanent job creation, 
relenlion, and/or improvement either in 
low- or moderate-income geographies or 
in areas targeted for redevelopment by 
Federal, slale, local or tribal 
governments." 

Examiners w i l l continue to presume 
that any loan or Investment in or to a 
SBDC or SBIC promotes economic 
developmenl. Funding provided in 
connection with other SBA programs, as 
well as similar slate and local programs, 
may also promote economic 
development; however, examiners w i l l 
make their determinations based on 
business types, funding purposes, and 
other relevant Information. 

Consistent with Q&A2 addressing 
§ .28, Q&Al addressing 
§§ .12(h)(3) and 563e.l2(g)(3) also 
clarifies lhal examiners w i l l make 
qualitative assessments in connection 
wilh an institution's community 
development activities In addition to 
the quantitative assessment of its 
activities. 

Does "rehabilitation of affordable 
housing or community facilities" 
include the abatement of environmental 
hazards, such as lead-based paint, that 
are present in the housing or facilities? 
Three commenters asked us to state that 
loans for the removal of environmental 
hazards (particularly lead-based paint) 
may be community developmenl loans. 
We believe the abatement of 
environmental hazards could be a part 
of rehabilitating affordable housing or 
community facilities targeted to low-
and moderate-income individuals; 
rehabililation of these facililies has 
already been identified as an example of 
a community developmenl purpose. To 
clarify this position, we are adding a 
sentence lo Q&Al addressing 
§§ .12(i) and 563e.l2(h). 

Are an institution's activities in 
connection with the Federal Home Loan 
Banks' Affordable Housing Program 
(AHP) considered when the institution's 
CRA performance is evaluated? VJe have 

consistently stated that the mere 
purchase of stock in the Federal Home 
Loan Banks (FHLBs) does not have a 
sufficient connection to community 
development to be considered as a 
qualified Investment. 

Institutions, however, have asked us 
about how their activities in connection 
with certain specific AHP projects are 
considered during their CRA 
evaluations. Institutions that are 
members of a FHLB typically provide a 
high level of technical assistance to 
prospective borrowers in preparing the 
application for AHP funds and ensuring 
that the borrower meets the eligibility 
criteria. Although an institution does 
not necessarily provide a loan in 
connection with an AHP project, it does 
disburse the funds for the FHLB and 
monitor the continued qualified use of 
the funds. We believe these activities to 
be community development services 
and are revising the second bullet in 
Q&A 3 addressing §§ .120) and 
563e.l2(i) to so stale. 

I f an institution's employees develop 
or teach Hnancial education curricula 
for low- or moderate-Income students, 
are such activities community 
development services? We are revising 
the fifth bullet of Q&A3 addressing 
§§ .12(j) and 563e.l2(i) to 
Incorporate guidance previously 
provided in Interagency staff 
interpretive letters. See, e.g., Interagency 
Staff CRA Interpretive Letter, published 
as OCC Interpretive Letter No. 802, 
(1997 Transfer Binder) Fed. Banking L. 
Rep. (CCH), 11 81-229 (Sept. 17, 1997). 
Specifically, we are clarifying that 
inslilutions may receive CRA 
consideration for the services provided 
by its employees in developing financial 
education curricula or teaching 
financial education courses to low- or 
moderate-income students. 

Is providing Electronic Transfer 
Accounts pursuant to the Debt 
Collection Improvement Act of 1996 a 
community development service? The 
terms, costs, and features of low-cost 
accounts offered by financial 
institutions may vary depending on the 
particular needs ofthe institutions' low-
and moderate-income customers. In 
response to an inquiry we received 
concerning whether a particular account 
for federal benefits payments would be 
considered to be a community 
development service, we are revising 
Q&A3 addressing §§ . 12(]) and 
563e. 12(1) by amending the seventh 
bullet to provide an example of one low-
cosl transaction account targeted to low-
and moderate-income individuals. 

Under the provisions of the Debt 
Collection Improvement Act of 1996 
relating to electronic payment of federal 
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benefits payments (ER' "99), codified at 
31 U.S.C. 3332, Insured depository 
inslilulions may offer basic, low-cosl 
"electronic transfer accounts" (ETAs) 
specified in Treasury Department 
regulations (63 FR 51490) to recipients 
of federal t)enefits payments. These 
accounts are designed to attract low-
income persons who do not currently 
have accounl relationships with insured 
depository institutions. A demographic 
and market analysis commissioned by 
the Treasury Department in connection 
with EFT "99 concluded lhat ETA 
account holders are likely to be 
primarily individuals with less than 
$10,000 in annual income. Therefore, 
the ETA is an accounl targeted to low-
and moderate-income individuals and 
providing such accounts qualifies as a 
community development service. 

Under the lending test, how will 
examiners evaluate home mortgage 
loans to middle- or upper-income 
individuals in a low- or moderate-
income geography? VJe received 24 
letters commenting on Q&A5 addressing 
§ .22(b) (2) & (3). The commenters 
generally were in agreement thai loans 
to middle- or upper-income individuals 
in a low- or moderate-income geography 
should receive CRA consideration. 
Some commenters were concerned that 
requiring that there be a revitalization or 
stabilization plan for the area may be 
loo restrictive, especially in rural 
communities, where a formal plan may 
nol exist. However, a "formal" plan is 
noi necessary. An informal plan, such as 
town council resolutions, or a plan 
developed by a private entity, such as a 
community-based development 
organization, may be sufficient 
evidence, so long as it offers evidence of 
a plan for development designed to 
ensure economic diversity among the 
prospective residents cind not just 
displacement of low- and moderate-
income individuals. 

One commenter stated that examiners 
should compare an institution's 
percentage of lending to low- and 
moderale-income households to the 
aggregate percentage of lending by all 
reporting institutions to these 
households and to the percentage of 
low- and moderale-income households 
in the area. The agencies' examination 
procedures already suggesl that 
examiners may perform these types of 
comparisons and others, if appropriate, 
to help them explain examination 
findings. 

One commenter asked whether 
multifamily housing loans in low- and 
moderate-income geographies would be 
considered in the same fashion as loans 
for single family housing. In response to 
the comment, we are clarifying the 

answer by adding the phrase, "or 
multifamily housing." In addition, 
examiners may also consider loans for 
multifamily housing as communily 
development loans ifthey are targeted 
to low- and moderale-income 
individuals, or if they benefit middle- or 
upper-income bortowers as pcirt ofa 
plan to encourage attracting mixed-
income residents to stabilize and creale 
an economically diverse area oul of a 
low- or moderate-income geography. 

How should an institution collect and 
report the location of a loan made to a 
small business or small farm ifthe 
borrower provides an address consisting 
ofa post office box number or rural 
route and box number? 

We adopted Q&AIO addressing 
§ .42(a) in the 1997 Interagency 
Questions and Answers answering this 
question. In response to this Q&A, we 
received nine comments. Several 
commenters questioned the accuracy 
and usefulness of data collected and/or 
reported without the census tract or 
block numbering area (BNA). One 
commenter staled that we should allow 
instilulions more lead time when 
providing interpretations of data 
collection and reporting provisions to 
allow the institutions to change their 
reporting systems, if necessary. We 
believe that data collection according to 
this Q&A results in the most accurate 
data, even though in some cases no 
informalion about census tract or BNA 
is provided, but agree that sufficient 
time should be provided to Implement 
changes to data collection procedures, 
whenever possible. 

In addition to formal comments on 
the Q&As. regulated Institutions 
requested clarincation about whether an 
instilulion should report the census 
tract or block numbering area (BNA) of 
a location, if known, even if there is no 
street address for that location. We are 
amending Q&A 10 addressing 
§ .42(a) to clarify that If the census 
tract or BNA is known, it should be 
reported, even i f the institution does not 
know the street address for that 
particular location (or there is no street 
address). We are also revising the Q&A 
to delete obsolete 1997 data collection 
instructions. 

What small business and small farm 
data should be reported? 

We are making a technical change to 
Q&AI addressing § .42(b)(1). The 
regulations define a "small farm loan" 
as those included in "loans to small 
farms" as defined in the instructions for 
preparation of the Consolidated Report 
of Condition and income or the Thrift 
Financial Report. These instructions 
define such loans as having original 
amounts of $500,000 or less. 

Accordingly, we are clarifying in Q&Al 
that Institutions need not report small 
farm loan data as to loans having 
original amounts greater than $500,000. 

What are the data requirements 
regarding consumer loans? 

We have revised Q&Al addressing 
§ .42(c)(1) to clarify that our 
questions and answers written with 
respect to data collection (and reporting) 
in connection with small business and 
small farm loans also apply to the 
collection of consumer loan data. 

Discussion of Other Comments 
Received 

We received several other comments 
lhat are not addressed by specific 
questions and Einswers. 

Community development. Several 
commenters suggested that the current 
definition of "community development" 
does not include all the types of 
activities that institutions engage in and 
that should be considered as having a 
community development purpose. 

Before adopting the definition of 
"community development" in the 
revised regulations in 1995, the agencies 
received and considered a number of 
comments on the characteristics of 
aclivities with communily development 
purposes. The agencies also committed 
to conduct a complete review of the 
regulations in 2002. See 60 FR 22.177. 
We w i l l ensure that comments on the 
definition of "community developmenl" 
are considered at that time. 

Loan-to-deposit ratio. Two 
commenters raised Issues regarding the 
use of a loan-to-deposit ratio as a 
measure of performance in the small 
Institution performance test. One stated 
that the loan-to-deposit ratio should not 
be the only indicator of performance. 
The other suggested that, due to their 
volatility, public funds should be 
subtracted from the deposit side ofthe 
ratio prior to calculation. 

The first concem, the relative 
importance of the loan-to-deposit ratio 
in the overall rating of a small 
insiiiutlon, is one that the agencies 
routinely address in examiner training. 
As a general matter, we agree that the 
ioan-to-deposlt ratio is not the only 
Indicator of lending activity 
performance. However, there may be 
cases in which a loan-to-deposit ratio is 
so low that it indicates that the 
instilulion is not lending. In such cases, 
the proportion of lending inside the 
institution's assessment area, together 
with the geographic and borrower 
distribution of those loans, w i l l not 
excuse the low level of lending overall. 

The second concern, the subtraction 
of public funds from the calculations of 
loan-to-deposit ratios, is a performance 
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context issue. We believe that examiners 
have the nexiblllty to consider the level 
of public funds on deposit, and their 
volatility, in determining whether a 
particular loan-lo-deposil ratio is 
reasonable. 

Letters of credit. One commenter 
asserted lhat lenders should receive 
consideration under the CRA 
regulations for providing letters of credit 
because institutions often use letters of 
credit to meet small business needs. 
Q&Al addressing § .22(a)(2) 
specifically addresses this issue and 
permits information about letters of 
credit to be used by examiners to 
enhance their understanding of an 
instituilon's performance. 

Loans to nonprofit organizations. One 
commenter suggested that loans under 
$1 million for business purposes, or 
under $500,000 for farm purposes, made 
to nonprofit organizations, should be 
considered community developmenl 
loans even though they are secured by 
real property. Under the CRA 
regulations, these loans often must be 
counted as loans to small businesses or 
small farms ralher than community 
development locins, depending on the 
type of property securing the loan. 
Q&Al addressing § 12(0) addresses 
instances in which loans to nonprofit 
organizations may be considered as 
community developmenl loans. 

The number and dollar cimount of 
communily development loans is a 
criterion under the lending test that is 
meant to capture any loans for a 
communily development purpose that 
are otherwise nol reported as home 
mortgage, small business or small farm 
loans. Institutions may wish to highlight 
the community development purpose of 
particular loans that are considered as 
home mortgage, small business or small 
farm loans during an examination. Such 
information may be relevant to the 
examiners' evaluation of qualitative 
lending test criteria or to the 
performance context within which 
community development loans are 
evaluated. The regulation is clear, 
however, that, except for loans for 
multifamily housing targeted for low-
and moderate-income individuals, home 
mortgage, small farm, and small 
business loans may nol be reported as 
communily development loans. 

Assessment areas and non-branch 
delivery systems. We received several 
letters requesting clarification of how 
examiners evaluale a retail institution's 
lending. Investment, and service 
activities outside the institution's 
assessment area(s) and the broader 
statewide or regional area that includes 
its assessment area(s). This question has 
been of special concern to commenters 

in the context of institutions that obtain 
deposits and deliver products and 
services through non-branch systems, 
such as the Internet. We are adopting 
Q&Al addressing Appendix A to Part 

—Ratings, and are proposing a 
revision to Q&A5 addressing 
§§ .12(1) and 563e. 12(h), which may 
be particularly relevant to issues arising 
in this context. Furthermore, we expect 
to address comments relating to out-of-
asscssment area activities through 
materials issued for public comment 
later this year. 

Proposed Questions and Answers and 
Request for Comment 

Must there be some immediate or 
direct benefit to the institution's 
assessment area(s) to satisfy the 
regulations' requirement that qualified 
investments and community 
development loans or services benefit an 
institution's assessment area(s) or a 
broader statewide or regional area that 
includes the assessment area(s)?QSiA5 
addressing §§ .12(1) and 563e. 12(h) 
in the 1997 Interagency Questions and 
Answers states that there does not need 
to be a direct benefit to the institution's 
assessment area(s) to satisfy the 
regulation's requirement that qualified 
Investments and community 
development loans or services benefit 
an institution's assessment area(s) or a 
broader statewide or regional area that 
Includes the institution's assessment 
area, provided the purpose, mandate, or 
function of the organization or activity 
Includes serving geographies or 
individuals located within the 
institution's assessment area. 

The Q&A addresses organizations and 
activities, operating statewide or 
regionally, that may ultimately have a 
direct benefit on an assessment area. 
However, it does not specifically 
address local community development 
organizations or activities serving a 
locale somewhere in the broader 
statewide or regional area surrounding 
an institution's assessment area(s), 
which may not benefit low- and 
moderale-income areas or individuals 
located Inside the assessment area{s). 
We are proposing to revise lhat Q&A to 
address both types of organizations or 
activities. The proposed Q&A would 
clarify that an institution's assessment 
area(s) need not receive an immediate or 
direct benefil from the institution's 
specific participation in a communily 
development organization or activity 
provided the purpose, mandate, or 
activity benefits the broader statewide 
or regional area by servicing geographies 
or individuals located somewhere 
within the broader statewide or regional 

area that Includes the institution's 
assessment area(s). 

The text of the proposed Q&A follows: 

Sections .12(1) and 563e. 12(h) 

Proposed Q5. Must there be some 
immediate or direct benefit to the 
institution's assessment area(s) to 
satisfy the regulations' requirement that 
qualified investments and community 
development loans or services benefit an 
institution's assessment area(s) or a 
broader statewide or regional area that 
includes the institution's assessment 
area(s)? 

Proposed A5. No. The regulations, for 
example, recognize that community 
development organizations and 
programs are frequently efficient and 
effective ways for institutions to 
promote community development. 
These organizations and programs often 
operate on a local, statewide, or even 
multi-slate basis. Therefore, an 
institution's activity is considered a 
community development loan or service 
or a qualified investment if it supports 
an organization or activity that covers 
an area that is larger than, but is located 
in, the broader statewide or regional 
area that includes the institution's 
assessment area(s). The institution's 
assessment area need not receive an 
immediate or direct benefit from the 
institution's specific participation in the 
broader organization or activity, 
provided the purpose, mandate, or 
function of the organization or activity 
includes serving geographies or 
individuals located within the statewide 
or regional area that includes the 
institution's assessment area. 
Furthermore, the regulations permit a 
wholesale or limited purpose institution 
to consider community development 
loans, community development 
services, and qualified investments 
wherever they are located, as long as the 
institution has otherwise adequately 
addressed the credit needs within its 
assessment area(s). 

In addition to general comments 
agreeing or disagreeing wilh the 
proposed revisions to this Q&A, we 
would like comments on whether 
community development organizations 
and programs that operate on a local, 
statewide, or even multi-state basis 
ultimately provide benefit to all 
surrounding areas. 

May an institution receive 
consideration under the investment test 
for mortgage-backed securities backed 
by home mortgages that the same 
institution originated or purchased? We 
have received inquiries about whether 
examiners w i l l consider as qualified 
investments mortgage-backed securities 
backed by home mortgages to low- and 
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moderate-income individuals that the 
investing institution initially originated 
or purchased. 

The revised regulations, at 12 CFR 
.23(b), provide that aclivilies 

considered under the lending or service 
tests may not be considered under the 
investment test. Examiners consider the 
home mortgages underlying mortgage-
backed securities, if originated or 
purchased by the institution, under the 
lending test when they examine an 
institution. Therefore, examiners would 
not be permitted also to consider as 
qualified investments mortgage-backed 
securities, purchased or securitized by 
an institution, that are backed primarily 
or exclusively by loans that the 
institution originated or purchased, 
because the examiners would be 
considering the same activliles under 
both the lending and investmeni tests. 

To clarify our opinion, we are 
proposing, and requesting public 
comment specifically on, the following 
question and answer: 

Section .23(b) 

Proposed Q2: If home mortgage loans 
to low-and moderate-income borrowers 
have been considered under an 
institution's lending test, may the 
institution that originated or purchased 
them also receive consideration under 
the investment test if it subsequently 
purchases mortgage-backed securities 
that are primarily or exclusively backed 
by such loans? 

Proposed A2: No. Because the 
institution received lending test 
consideration for the loans that underlie 
the securities, the institution may not 
also receive consideration under the 
investment test for its purchase of the 
securities. Of course, an institution may 
receive Investment test consideration for 
purchases of mortgage-backed securities 
that are backed by loans to low-and 
moderate-Income individuals as long as 
the securities are not backed primarily 
or exclusively by loans that the same 
institution originated or purchased. 

Should renewals and refinancings of 
small business and small farm loans be 
collected and reported? Six commenters 
inquired whether loans to small 
businesses and small farms, when 
renewed or refinanced, should be 
reported for CRA purposes. The 1997 
Interagency Questions and Answers, at 
Q&A5 addressing § .42(a), provided 
guidance that "refinancing" such loans 
should be reported as originations, bul 
lhal "renewing" them should not. 
According to the guidance, the primary 
distinction between "refinancing" and 
"renewing" a loan is that, in connection 
with a loan refinancing, the existing 
obligation or note is satisfied, and a new 

note is written. Distinguishing 
refinancings and renewals on this basis 
is consistent wilh the guidance 
provided by the Board in connection 
with home mortgage loan data reporting 
pursuant to the Home Mortgage 
Disclosure Act (HMDA) regulation (12 
CFR part 203). 

Commenters asserted that small 
business and small farm lending 
practices are sufficiently different from 
home mortgage lending practices that 
renewals and refinancings of small 
business and small farm loans should be 
treated differently from renewals and 
refinancings of home mortgage loans for 
CRA reporting and evaluation purposes. 
Further, they suggested that there is 
very little distinction between 
refinancings and renewals of small 
business and small farm loans. Based on 
these comments and other inquiries 
from financial institutions, we propose 
that refinancings and renewals of small 
business and small farm loans bo treated 
uniformly for CRA purposes. To that 
end, we £ire proposing two alternative 
revised Q&A5s addressing § .42(a). 

Aiternative /; The first proposed Q&A 
stales that, for CRA purposes, financial 
inslilutions should report neither 
renewals nor refinancings of small 
business and small farm loans as loan 
originations. However, if institutions 
increase the amount ofa small business 
or small farm loan or line of credit, the 
amounl of the increase should be 
reported as a loan origination. 
Institutions should continue to report 
home mortgage loans according lo the 
instructions provided In 12 CFR part 
203. 

Reporting neither renewals nor 
refinancings of small business or small 
loans reflects that the lending test's 
performance criteria emphasize loan 
originations and purchases. Renewals 
and refinancings, especially if made 
frequently, would infiate the actual 
amounls of small business and small 
farm lending. In addition, we believe 
thai recordkeeping and reporting burden 
of large institutions wi l l be lessened if 
they need not collect and report 
information about small business and 
small farm loan refinancings and 
renewals. 

If this proposed Q&A is adopted, 
instilulions would nol collect or report 
as loan originations data on either small 
business and small farm loan 
refinancings or renewals. However, any 
institution could bring to ils examiners' 
attention data on small business and 
small farm loan refinancing or renewals 
by providing "other loan data" pursuant 
to § .22(a)(2), including Information 
aboul its small business and small farm 

loans outstanding. The text of the first 
alternative proposed Q&A follows: 

Section .42(a)—Alternative I: 

Proposed Q5; Should institutions 
collect and report data about small 
business and small farm loans that are 
refinanced or renewed? 

Proposed A5: No. When an Institution 
extends the term of one of Its existing 
small business or small farm loans in 
the same or a lesser amount as the 
existing obligation, the institution 
should not report this evenl as a small 
business or small farm loan origination. 
If an institution increases the amount of 
a small business or small farm loan 
when it extends the term ofthe loan, 
however, it should report the amount of 
the increase as a small business or small 
farm loan origination. The institution 
should report only the amount ofthe 
increase; the original or remaining 
amount of the loan is not reported again 
as an origination. For example, a 
financial Institution extends a loan (as 
opposed to a line of credil) for $25,000; 
principal payments have resulted in a 
present outstanding balance of $15,000. 
The customer requests an additional 
$5,000, which is approved, and a new 
note is written for $20,000. In this 
example, the institution should report 
the $5,000 Increase. 

An institution may provide "other 
loan data," including information about 
small business or small farm loans 
outstanding, to examiners for 
consideration as part of the institution's 
lending test performance evaluation. 

Alternative l l : Several institutions 
have stressed that ongoing credit 
availability Is important to the economic 
condition of small businesses and small 
farms, as well as the community as a 
whole. These institutions suggested that 
both refinancings and renewals of small 
business and small farm loans should be 
considered by examiners when 
evaluating an institution's small 
business and small farm lending 
performance. The second altemative 
proposed Q&A would take these 
concerns into consideration. 

Because small business and small 
farm loan refinancings and renewals are 
nearly indistinguishable. Alternative II , 
like Altemative I , would not treat small 
business and small farm refinancings 
and renewals differently. Institutions 
would collect and report data aboul 
both refinancings and renewals as loan 
originations. However, because 
institutions often write small business 
and small farm loans for short terms and 
refinance or renew them at the end of 
the term, in order to avoid inflation of 
amounts actually lent, institutions 
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would be limiled to reporting only one 
origination per year. 

The text ofthe second alternative 
proposed Q&A follows: 

Section .42(a)—Alternative II : 
Proposed Q5: Should institutions 

collect and report data about small 
business and small farm loans that arc 
refinanced or renewed? 

Proposed A5: An Institution should 
collect information aboul small business 
and small farm loans that they refinance 
or renew as loan originations. (A 
refinancing generally occurs when the 
existing loan obligation or note is 
satisfied, and a new note is written, 
while a renewal refers to an extension 
of the term ofa loan.) When reporting 
small business and small farm loan data, 
however, an institution may only report 
one origination per loan per year unless 
an Increase in the loan amounl Is 
granted. 

If an institution Increases the amount 
of a small business or small farm loan 
when it extends the term of the loan, it 
should always reporl the amounl of the 
increase as a small business or small 
farm loan origination. The institution 
should report only the amount ofthe 
increase i f the original or remaining 
amount of the loan has already been 
reported one time that year. For 
example, a financial institution makes a 
loan (as opposed to a line of credit) for 
$25,000; principal payments have 
resulted in a present outstanding 
balance of $15,000. The customer 
requests an additional $5,000, which is 
approved, and a new note is written for 
$20,000. In this example, the Insiiiutlon 
should reporl the $5,000 increase. The 
bank may also report the renewal or 
refinancing of the $15,000 balance one 
time that year. 

An institution may provide "other 
loan data," including information about 
small business or small farm loans 
outstanding, to examiners for 
consideration as part of the instituilon's 
lending test performance evaluation. 

In addition to general comments 
aboul these proposed questions and 
answers, we would also appreciate 
receiving your views on the following 
questions; 

• Are there olher fair and meaningful 
allernalive melhods of collecting data 
on small business and small farm loan 
renewals and refinancings? If so, please 
describe. 

• Does allowing collection and 
reporting data of one renewal or 
refinancing per year make sense? 

• Wil l these proposed questions and 
answers increase or decrease 
substantially the data collection and 
reporting burden of financial 

inslilulions? Which alternative is less 
burdensome? 

• Which alternative (including the 
guidance currently in effect) best 
promotes accurate data that reflects the 
actual lending activity of financial 
institutions? 

Depending on whal final guidance we 
eventually adopt, we understand that 
we may have to make conforming 
changes lo other Q&As. 

Until a new Q&A has been adopted 
through publication in the Federal 
Register, the exisling Q&A5 addressing 
§ .42(a) remains in effect. This 
means that, for the time being, financial 
institutions wi l l continue to collect and 
report data aboul small business and 
small farm loan refinancings, but not 
renewals. 

General Comments 

In addition lo the specific request for 
comments on the proposed questions 
and answers, we invite public comment 
on the new cind revised questions and 
answers. We also invite public comment 
on a conlinuing basis on any issues 
raised by the CRA and these Interagency 
Questions and Answers. If, after reading 
the Interagency Questions and Answers, 
financial institutions, examiners, 
community organizations, or other 
interested parties have unanswered 
questions or comments about the 
agencies' community reinvestment 
regulations, they should submit them to 
the agencies or the FFIEC. We wi l l 
consider addressing such questions in 
fulure revisions to the Interagency 
Questions and Answers. 

Small Business Regulatory Enforcement 
Fairness Act of 1996 (SBREFA) 

The SBREFA requires an agency, for 
each rule for which it prepares a final 
regulatory flexibility analysis, to publish 
one or more compliance guides to help 
small entitles understand how to 
comply with the rule. 

Pursuant to section 605(b) ofthe 
Regulatory Flexibility Act, the agencies 
certified that their proposed CRA rule 
would not have a significant economic 
impacl on a substantial number of small 
enlilies and invited public comments on 
that delermlnatlon. See 58 FR 67478 
(Dec. 21, 1993); 59 FR 51250 (Oct. 7, 
1994). In response to public comment, 
the agencies voluntarily prepared a final 
regulatory flexibility analysis for the 
joint final rule, although the analysis 
was not required t>ecause it supported 
the agencies' earlier certification 
regarding the proposed rule. Because a 
regulatory nexiblllty analysis was not 
required, section 212 ofthe SBREFA 
does not apply to the final CRA rule. 
However, in their continuing efforts to 

provide clear, understandable 
regulations and to comply with the 
spirit of the SBREFA, the agencies have 
compiled the Interagency Questions and 
Answers. The Interagency Questions 
and Answers serve the same purpose as 
the compliance guide described In the 
SBREFA by providing guidance on a 
variety of issues of particular concem to 
small banks and thrifts. 

The text of the Interagency Questions 
and Answers follows: 

Text of the Interagency Questions and 
Answers 

Interagency Questions and Answers 
Regarding Community Reinvestment 

Table of Contents 
This document provides answers to 

questions pertaining to the following 
provisions and topics of the CRA regulations: 

§ .11—Authority, Purposes, and Scope 

§ . 11 (c) Scope 
§§25.11(c)(3), 228.11(c)(3) & 345.11(c)(3) 

Certain special purfxjse banks 

§ .12—Deflnitions 
§ .12(a) Affiliate 
§§ .12(0 &563e. 12(e) Branch 
§§ .12(h) & 563e. 12(g) Community 

development 
§§ .12(h)(1) & 563e.l2{g)(l) Affordable 

housing (Including multifamily rental 
housing) for low- or moderate-Income 
individuals 

§§ .12(h)(3) & 563e.l2(g)(3) Activities 
tfiat promote economic development by 
financing businesses or farms that meet 
certain size eligibility standards 

§§ .12(1) & 563e.l2(h) Community 
development loan 

§§ .12(j) & 563e.l2(l) Community 
development service 

§§ .12(k) & 563e.l2(]) Consumer loan 
§§ .12(m) Si 563e.l2(l) Home mortgage 

loan 
§§ .12(n) t 563e.l2(m) Income level 
§§ .12(o) & 563e.l2(n) Limited purpose 

institution 
§§ .12(s) &563e.l2(r) Qualified 

investment 
§ .12(1) Small institution 
§ .12(u) Small business loan 
§ .12(w) Wholesale institution 

§ .21—Performance Tests, Standards, 
and Ratings, In General 
§ .21 (a) Performance tests and standards 
§ .21(b) Performance context 

§ .21(b)(2) Information maintained by 
the institution or obtained from 
community contacts 

§ .21(b)(4) Institutional capacity and 
constraints 

§ .21(b)(5) institution's past 
p>crformance and the performance of 
similarly situated lenders 

§ .22—Lending Test 
§ .22(a) Scope of test 

§ .22(a)(1) Types of loans considered 
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§ .22(a)(2) Loan originations and 
purchases/other loan data 

§ .22(b) Performance criteria 
§ 22(b)(1) Lending activity 
§ .22(b)(2) & (3) Geographic 

distribution and borrower characteristics 
§ .22(b)(4) Communily development 

lending 
§ .22(b)(5) Innovative or flexible 

lending practices 
§ .22(c) Affiliate lending 

§ .22(c)(1) in general 
§ .22(c)(2) Constraints on affiliate 

lending 
§ .22(c)(2)(i) No affiliate may claim a 

loan origination or loan purchase if 
another institution claims the same loan 
origination or purchase 

§ .22(c)(2)(ii) If an institution elects to 
have its supervisory agency consider 
loans within a particular lending 
category made by one or more of the 
institution's affiliates in a particular 
assessment area, the institution shall 
elect to have the agency consider all 
loans within that lending category In that 
particular assessment area made by all of 
the institution's affiliates 

§ .22(d) Lending by a consortium or a 
third party 

.23—Investment Test 

.23(a) Scope of test 

.23(b) Exclusion 

.23(e) Performance criteria 

§ .24—Service Test 
§ .24(d) Performance criteria—retail 

banking services 
§ .24(d)(3) Availability and 

effectiveness of alternative systems for 
delivering retail banking services 

§ .25—Comniunlty Development Test for 
Wholesale or Limited Purpose Institutions 

§ .25(d) Indirect activities 
§ .25(e) Benefit to assessment area(s) 
§ .25(0 Community development 

performance rating 

§ .26—Small Institution Performance 
Standards 
§ .26(a) Performance criteria 

§ .26(a)(1) Loan-to-deposit ratio 
§ .26(a)(2) Percentage of lending within 

assessment area(s) 
§ .26(a)(3) and (4) Distribution of 

lending within assessment area(s) by 
borrower income and geographic 
localion 

§ .26(b) Performance rating 

§ .27—Strategic Plan 
§ .27(c) Plans in general 
§ .27(0 Plan content 

§ .27(0(1) Measurable goals 
§ 27(g) Plan approval 

§ .27(g)(2) Public participation 

§ .28—Assigned Ratings 
§ .28(a) Ratings in general 

§ .29—Effect of CRA Performance on 
Applications 
§ .29(a) CRA performance 
§ .29(b) Interested parties 

§ .41—Assessment Area Delineation 
§ .41(a) in general 
§ .4 i(c) Geographic area(s) for 

inslilulions otiier lhan wholesale or 
limited purpose Inslilutions 

§ .41(c)(1) Generally consist of one or 
more MS As or one or more contiguous 
political subdivisions 

§ .41(d) Adjustments to geographic 
area(s) 

§ .41(e) Limitations on delineation of an 
assessment area 

§ .41(e)(3) May not arbitrarily exclude 
low- or moderate-income geographies 

§ .41(e)(4) May not extend 
substantially beyond a CMSA boundary 
or beyond a state boundary unless 
located in a multistate MSA 

§ .42(a) Loan information required to Ije 
collected and maintained 

§ .42(a)(2) Loan amount at origination 
§ .42(a)(3) Tho loan location 
§ .42(a)(4) Indicator of gross annual 

revenue 
§ .42(b) Loan information required to be 

reported 
§ .42(b)(1) Small business and small 

farm loan data 
§ .42(b)(2) Community development 

loan data 
§ .42(b)(3) Home mortgage loans 

§ .42(c) Optional data collection and 
maintenance 

§ .42(c)(1) Consumer loans 
§ .42(c)(l)(lv) Income of borrower 
§ .42(c)(2) Other loan data 

§ .42(d) Data on afTiliate lending 

§ .43—Content and Availability of Public 
File 
§ .43(a) Information available to the 

public 
§ .43(a)(1) Public comments 

§ .43(b) Additional information available 
to the public 

§ .43(b)(1) Institutions other than small 
lr\stitutions 

§ .43(c) Location of public information 

§ .44—Public Notice by Institutions 

§ .45—Publication of Planned 
Examination Schedule 

Appendix A to Part —Ratings 

Appendix B to Part —CRA Notice 
The body of the Interagency 

Questions and Answers Regarding 
Community Reinvestment follows: 

§ .11—Authority, Purposes, and 
Scope 

§ . 11(c) Scope 

§25.11(c)(3). 228.i 1(c)(3) & 
345.11 (c)(3) Certain special purpose 
banks. 

Q\. Is the list of special purpose 
banks exclusive? 

A l . No, there may bo other examples 
of special purpose banks. These banks 
engage in specialized activities that do 
not involve granting credit to the public 
in the ordinary course of business. 
Special purpose banks typically serve as 

correspondent banks, trust companies, 
or clearing agents or engage only in 
specialized services, such as cash 
management controlled disbursement 
services. A financial institution, 
however, does not become a special 
purpose bank merely by ceasing to make 
loans and, instead, making investments 
and providing other retail banking 
services. 

Q2. To be a special purpose bank, 
must a bank limit its activities in its 
charter? 

AZ. No. A special purpose bank may, 
but is not required to, limit the scope of 
its activities in its charter, articles of 
association or other corporate 
organizational documents. A bank that 
does not have legal limitations on its 
aclivilies, but has voluntarily limited its 
activities, however, would no longer be 
exempt from Community Reinvestment 
Act (CRA) requirements if it 
subsequently engaged in activities that 
involve granting credit to the public in 
the ordinary course of business. A bank 
that believes it is exempt from CRA as 
a special purpose bank should seek 
confirmation of this status from its 
supervisory agency. 

§ .12—Definitions 

5 .12(a) Affiliate 

Ql. Does tfie definition of "afniiate" 
include subsidiaries of an institution? 

A I . Yes, "affiliate" includes any 
company that controls, is controlled by, 
or is under common control with 
another company. An Insliiutlon's 
subsidiary is controlled by the 
institution and is, therefore, an affiliate. 

.12(1) & 563e.l2(e) Branch 

Ql. Do the definitions of "branch," 
"automated teller machine (ATM)," and 
"remote service facility (RSF)" include 
mobile branches, ATMs, and RSFs? 

A l . Yes. Staffed mobile offices that 
are authorized as branches are 
considered "branches" and mobile 
ATMs and RSFs are considered "ATMs" 
and "RSFs." 

Q2. Are loan production offices 
(LPOs) branches for purposes of the 
CRA? 

AZ. LPOs and other offices are not 
"branches" unless they are authorized 
as branches ofthe institution through 
the regulatory approval process of the 
institution's supervisory agency. 

. 12(h) & 563e. 12(g) Community 
Development 

Ql. Are community development 
activities limited to those that promote 
economic development? 

A l . No. Although the definition of 
"community development" includes 



23628 Federal Register/Vol. 64, No. 84/Monday, May 3, 1999/Notices 

activities that promote economic 
developmenl by financing small 
businesses or farms, the rule docs not 
limit communily developmenl loans 
and services and qualified Investments 
to those activities. Communily 
development also Includes communlty-
or tribal-based child care, educational, 
health, or social services targeted lo 
low- or moderate-income persons, 
affordable housing for low- or moderale-
income individuals, and activities that 
revitalize or stabilize low- or moderate-
income areas. 

Q2. Must a community development 
activity occur inside a low- or moderate-
income area in order for an institution 
to receive CRA consideration for the 
activity? 

AZ. No. Community development 
Includes activities outside of low- and 
moderale-income areas that provide 
affordable housing for, or communily 
services largeled to, low- or moderate-
income individuals and activities that 
promote economic development by 
financing small businesses and farms 
Activities that stabilize or revitalize 
particular low- or moderate-income 
areas (including by creating, relaining, 
or Improving jobs for low- or moderale-
income persons) also qualify as 
community development, even if the 
activities are not localed in these low-
or moderate-income areas. One example 
is financing a supermarket lhat serves as 
an anchor store in a small strip mall 
localed at the edge of a middle-income 
area, if the mall stabilizes the adjacent 
low-income community by providing 
needed shopping services lhat are not 
otherwise available in the low-Income 
community. 

Q3. Does tfie regulation provide 
flexibility in considering performance in 
high-cost areas? 

A3. Yes, the flexibility ofthe 
performance standcirds allows 
examiners to account in their 
evaluations for conditions in high-cost 
areas. Examiners consider lending and 
services to individuals and geographies 
ofa l l income levels and businesses of 
all sizes and revenues. In addition, the 
nexiblllty in the requirement that 
community development loans, 
communily developmenl services, and 
qualified investments have as their 
"primary" purpose community 
dcvelopmenl allows examiners to 
account for conditions in high-cosi 
areas. For example, examiners could 
lake inlo accounl the fact that aclivilies 
address a credit shortage among middle-
income people or areas caused by the 
disproportionately high cost of building, 
maintaining or acquiring a house when 
determining whether an institution's 
loan to or Investment in an organization 

that funds affordable housing for 
middle-income people or areas, as well 
as low- and moderate-income people or 
areas, has as lis primary purpose 
communily development. 

5§ .12(h)(1) &563e.12(g)(1) 
Affordable Housing (Including 
Multifamily Rental Housing) for Low- or 
Moderate-Income Individuals 

Ql. Wfien determining whether a 
project is "affordable housing for low- or 
moderate-income individuals," thereby 
meeting the definition of "community 
developmenl," will it be sufficient to use 
a formula that relates the cost of 
ownership, rental or borrowing to the 
income levels in the area as the only 
factor, regardless of whether the users, 
likely users, or beneficiaries of that 
affordable housing are low- or 
moderate-income individuals? 

A l . The concept of "affordable 
housing" for low- or moderate-Income 
Individuals does hinge on whether low-
or moderate-income Individuals benefit, 
or are likely lo benefil, from the 
housing. It would be inappropriate to 
give consideration to a project that 
exclusively or predominately houses 
families that are not low- or moderate-
income simply because the rents or 
housing prices are set according to a 
particular formula. 

For projects that do not yet have 
occupants, and for which the Income of 
the potential occupants is not knowable 
in advance, examiners w i l l review 
factors such as demographic, economic 
and market data to determine the 
likelihood that the housing w i l l 
"primarily" accommodate low- or 
moderate-income individuals. For 
excimple, examiners may look at median 
rents of the eissessmeni area and the 
projecl; the median home value of either 
the assessment area, low- or moderate-
income geographies or the project; the 
low- or moderate-income population in 
the area of the project; or the past 
performance record of the 
organlzatlon(s) undertaking the project. 
Further, such a project could receive 
consideration if its express, bona fide 
Intent, as slated, for example, in a 
prospectus, loan proposal or community 
action plan, is community development. 

§§ •12(h)(3) and 563e. 12(g)(3) 
Activities That Promote Economic 
Development by Financing Businesses 
or Farms That Meel Certain Size 
Eligibility Standards 

Ql. "Community development" 
includes activities that promote 
economic development by financing 
businesses or farms that meet certain 
size eligibility standards. Are all 
activities that finance businesses and 

farms that meet these size eligibility 
standards considered to be community 
development? 

A l . No. To be considered as 
"community development" under 

§§ .12(h)(3) and 563e. 12(g)(3), a 
loan, investment or service, whether 
made directly or through an 
intermediary, must meet both a size test 
and a purpose test. An activity meets 
the size requirement if it finances 
entitles that either meet the size 
eligibility standards ofthe Small 
Business Administration's Development 
Company (SBDC) or Small Business 
Investment Company (SBIC) programs, 
or have gross annual revenues of $1 
million or less. To meet the purpose 
test, the activity must promote 
economic development. An activity is 
considered to promote economic 
development i f it supports permanent 
job creation, retention, and/or 
improvement for persons who are 
currently low- or moderate-income, or 
supports permanent job creation, 
retention, and/or Improvement either In 
low- or moderale-income geographies or 
in areas targeted for redevelopment by 
Federal, state, local or tribal 
governments. The agencies wi l l 
presume that any loan to or Investment 
in a SBDC or SBIC promotes economic 
development. 

In addition to their quantitative 
assessment of the amount of a financial 
Institution's community development 
activities, examiners must make 
qualitative cissessments of an 
institution's leadership in community 
developmenl matters cind the 
complexity, responsiveness, and impact 
of the community development 
aclivilies ofthe institution. In reaching 
a conclusion about the impact of an 
institution's community development 
activities, examiners may, for example, 
determine that a loan to a small 
business in a low- or moderate-income 
geography that provides needed jobs 
and services in that area may have a 
greater Impact and be more responsive 
to the community credit needs than 
does a loan lo a small business in the 
same geography that does not directly 
provide additional jobs or services to 
the community. 

§§ . 12(i) and 563e. 12(h) Community 
Development Loan 

Ql. What are examples of community 
development loans? 

A l . Examples of community 
development loans include, bul are not 
limited to, loans to; 

• Borrowers for affordable housing 
rehabilitation and construction, 
including construction and permanent 
financing of multifamily rental property 
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serving low- and moderate-income 
persons; 

• Not-for-profii organizations serving 
primarily low- and modcrate-incomo 
housing or other communily 
development needs; 

• Bortowers lo construct or 
rehabilitate communily facililies that 
are located in low- and moderate-
income areas or that serve primarily 
low- and moderate-income individuals; 

• Financial intermediaries including 
Community Developmenl Financial 
Institutions (CDFIs), Community 
Development Corporations (CDCS), 
minority- and women-owned financial 
Institutions, community loan funds or 
pools, and low-income or communily 
development credil unions that 
primarily lend or facilitate lending to 
promote community development. 

• Local, state, and tribal governments 
for communily development activities; 
and 

• Bortowers to finance environmental 
clean-up or redevelopment of an 
Industrial site as part of an effort to 
revitalize the low- or moderate-income 
community in which the property is 
located. 

The rehabilitation of affordable 
housing or communily facililies, 
referred to above, may include the 
abatement of environmental hazards, 
such as lead-based paini. that are 
present in the housing or facilities, 

Q2. If a retail institution that is nol 
required to report under the Home 
Mortgage Disclosure Act (HMDA) makes 
affordable home mortgage loans that 
would be HMDA-reportable home 
mortgage loans if it were a reporting 
institution, or if a small institution that 
is not required to collect and report loan 
data under CRA makes small business 
and small farm loans and consumer 
loans that would be collected and/or 
reported ifthe institution were a large 
institution, may the institution have 
these loans considered as community 
development loans? 

AZ. No. Although small institutions 
are not required to report or collect 
information on small business and small 
farm loans and consumer loans, and 
some institutions are not required to 
report information about their home 
mortgage loans under HMDA. if these 
institutions are retail Institutions, the 
agencies wi l l consider in their CRA 
evaluations the institutions' originations 
and purchases of loans lhat would have 
been collected or reported as small 
business, small farm, consumer or home 
morlgage loans, had the Instilulion been 
a collecting and reporting institution 
under the CRA or the HMDA. Therefore, 
these loans w i l l not be considered as 
community development loans. 

Multifamily dwelling loans, however, 
may be considered as community 
development loans as well as home 
morlgage loans. See also Q&A2 
addressing § .42(b)(2). 

Q3. Do secured credit cards or olher 
credit card programs targeted to low- or 
moderate-income individuals qualify as 
communily development loans? 

A3. No. Credil cards Issued to low- or 
moderate-income Individuals for 
household, family, or other personal 
expenditures, whether as part ofa 
program targeted to such individuals or 
otherwise, do not qualify as communily 
developmenl loans because they do not 
have as their primary purpose any of the 
aclivities included in the definition of 
"communily development." 

Q4. The regulation indicates that 
community development includes 
"activities that revitalize or stabilize 
low- or moderate-income geographies." 
Do all loans in a low- to moderate-
income geography have a stabilizing 
effect? 

AA. No. Some loans may provide only 
indirect or short-term benefits to low- or 
moderate-income individuals in a low-
or moderate-income geography. These 
loans are not considered to have a 
community development purpose. For 
example, a loan for upper-income 
housing in a distressed area is not 
considered to have a community 
developmenl purpose simply because of 
the indirect benefit to low- or moderate-
income persons from construction jobs 
or the Increase in the local tax base that 
supports enhanced services to low- and 
moderate-income area residents. On the 
other hand, a loan for an anchor 
business in a distressed area (or a 
nearby area), that employs or serves 
residents of the area, and thus stabilizes 
the area, may be considered to have a 
community development purpose. For 
example, in an underserved, distressed 
area, a loan for a pharmacy that 
employs, and provides supplies to, 
residenls of the area promoles 
community development. 

Q5. Must tfiere be some immediate or 
direct benefit to the institution's 
assessment area(s) to satisfy the 
regulations' requirement that qualified 
investments and community 
development loans or services benefit an 
institution's assessment area(s) or a 
broader statewide or regional area that 
includes the institution's assessment 
area(s)? 

AS. No. The regulations, for example, 
recognize lhal communily developmenl 
organizations and programs are 
frequently efficient and effective ways 
for institutions to promote community 
development. These organizations and 
programs often operate on a statewide or 

even multi-stale basis. Therefore, an 
insiiiution's aclivily Is considered a 
community development loan or service 
or a qualified Investment if it supports 
an organization or activity that covers 
an area that is larger than, but includes, 
the institution's assessment area(s). The 
institution's assessment area need not 
receive an immediate or direct benefit 
from the institution's specinc 
participation in the broader organization 
or aclivily, provided the purpose, 
mandate, or function ofthe organization 
or activity Includes serving geographies 
or individuals located within the 
insliiutlon's assessment area. 
Furthermore, the regulations permit a 
wholesale or limited purpose institution 
to consider community development 
loans, community development 
services, and qualified investments 
wherever they are located, as long as the 
institution has otherwise adequately 
addressed the credit needs within its 
assessment area(s). 

Q6. What is meant by a "regional 
area" in the requirement that a 
community development loan must 
benefit the institution's assessment 
area(s) or a broader statewide or 
regional area that includes the 
institution's assessment area(s)? 

AG. A "regional area" may be as small 
as a city or county or as large as a 
multistate area. For example, the "mid-
Atlantic states" may comprise a regional 
area. When examiners evaluate 
community development loans that 
benefit a regional area that Includes the 
institution's assessment area, however, 
the examiners w i l l consider the size of 
the regional area and the actual or 
potential benefit to the institution's 
assessment area(s). In most cases, the 
larger the regional area, the more dlfTuse 
the benefit w i l l be to the institution's 
assessment area(s). Examiners may view 
loans with more direct benefits to an 
institution's assessment area(s) as more 
responsive to the credit needs of the 
area(s) than loans for which the actual 
benefit to the assessment area(s) is 
uncertain or for which the benefit is 
diffused throughout a larger area that 
Includes the assessment area(s). 

Q7. What is meant by the term 
"primary purpose" as that term is used 
to define what constitutes a community 
development loan, a qualiHed 
investment or a community 
development service? 

AT. A loan, investmeni or service has 
as its primary purpose community 
dcvelopmenl when it is designed for tho 
express purpose of revitalizing or 
stabilizing low- or moderate-income 
areas, providing affordable housing for, 
or community services targeted to, low-
or moderate-Income persons, or 
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promoting economic developmenl by 
financing small businesses and farms 
that meet the requirements set forth in 
§§ .12(h) or 563e. 12(g). To 
determine whether an activity is 
designed for an express communily 
development purpose, the agencies 
apply one of two approaches. First, if a 
majority of the dollars or beneficiaries of 
the activity are Identifiable lo one or 
more of the enumerated community 
development purposes, then the aclivily 
wi l l be considered to possess the 
requisite primary purpose. 
Aliemalively, where the measurable 
portion of any benefit bestowed or 
dollars applied to the community 
development purpose is less than a 
majority of the entire activity's benefits 
or dollar value, then the activity may 
Sll II be considered to possess the 
requisite primary purpose if (1) the 
express, bona fide intent of the activity, 
as stated, for example, in a prospectus, 
loan proposal, or community action 
plan, is primarily one or more of the 
enumerated communily developmenl 
purposes; (2) the activity is specifically 
structured (given any relevant market or 
legal constraints or performance context 
factors) to achieve the expressed 
community development purpose; and 
(3) the activity accomplishes, or is 
reasonably certain to accomplish, the 
community development purpose 
involved. "The fact that an activity 
provides indirect or short-term benefits 
to low- or moderate-income persons 
does not make the activity communily 
developmenl, nor does the mere 
presence of such indirect or short-term 
benefits constitute a primary purpose of 
community development. Financial 
Institutions that want examiners to 
consider certain activities under either 
approach should be prepared to 
demonstrate the activities' 
qualifications. 

5f .120) and 563e.l2(i) Community 
Development Service 

Ql. In addition to meeting the 
definition of "community development" 
in the regulation, community 
development services must also be 
related lo the provision of financial 
services. What is meant by "provision of 
Hnancial services"? 

A l . Providing financial services 
means providing services ofthe type 
generally provided by the financial 
services industry. Providing financial 
services often involves informing 
communily members aboul how to get 
or use credil or otherwise providing 
credit services or informalion lo tho 
communily. For example, service on the 
board of directors of an organization 
that promoles credil availability or 

finances affordable housing is related to 
the provision of financial services. 
Providing technical assistance aboul 
financial services lo community-based 
groups, local or tribal govemment 
agencies, or intermediaries that help to 
meet the credit needs of low- and 
moderate-income individuals or small 
businesses and farms is also providing 
financial services. By contrast, activities 
lhat do not take advantage of the 
employees' financial expertise, such as 
neighborhood cleanups, do nol Involve 
the provision of financial services. 

Q2. Are personal charitable activities 
provided by an institution's employees 
or directors outside the ordinary course 
of their employment considered 
community development services? 

AZ. No. Services must be provided as 
a representative of the institution. For 
example, if a financial Institution's 
direclor, on her own time and not as a 
representative ofthe institution, 
volunteers one evening a week al a local 
community development corporation's 
financial counseling program, the 
institution may not consider this 
activity a community development 
service. 

Q3. What are examples of community 
development services? 

A3. Examples of community 
development services include, but are 
not limiled to, the following: 

• Providing technical assistance on 
financial matters to nonprofil, tribal or 
government organizations serving low-
and moderate-income housing or 
economic revilalizalion and 
development needs; 

• Providing technical assistance on 
financial matters to small businesses or 
community development organizations, 
including organizations and individuals 
who apply for loans or grants under the 
Federal Home Loan Banks' Affordable 
Housing Program; 

• Lending employees to provide 
financial services for organizations 
facilitating affordable housing 
construction and rehabilitation or 
development of affordable housing; 

• Providing credit counseling, home-
buyer and homo-maintenance 
counseling, financial planning or other 
financial services education to promote 
community development and affordable 
housing; 

• Establishing school savings 
programs and developing or teaching 
financial education curricula for low- or 
moderate-income individuals: 

• Providing electronic benefits 
transfer and point of sale terminal 
systems to improve access to financial 
services, such cis by decreasing costs, for 
low- or moderale-income individuals; 
and 

• Providing olher financial services 
with the primary purpose of community 
development, such as low-cost bank 
accounts, including "Electronic Transfer 
Accounts" provided pursuant to the 
Debt Collection Improvement Act of 
1996, or free govemment check cashing 
that increases access to financial 
services for low- or moderate-income 
individuals. 

Examples of technical assistance 
aclivities thai might be provided to 
community development organizations 
include: 

• Serving on a loan review 
commiitee; 

• Developing loan application and 
underwriting standards; 

• Developing loan processing 
systems; 

• Developing secondary market 
vehicles or programs; 

• Assisting in marketing financial 
services, including development of 
advertising and promotions, 
publications, workshops and 
conferences; 

• Furnishing finjincial services 
training for staff and management; 

• Contributing accounting/ 
bookkeeping services; and 

• Assisting in fund raising, including 
soliciting or arranging Investments. 

§ .I2(k) & 563e. 12(j) Consumer Loan 

Ql. Are home equity loans considered 
"consumer loans"? 

A l . Home equily loans made for 
purposes olher than home purchase, 
home improvement or refinancing home 
purchase or home Improvement loans 
are consumer loans i f they are extended 
to one or more individuals for 
household, family, or other personal 
expenditures. 

Q2. May a home equity line of credit 
be considered a "consumer loan" even 
if part ofthe line is for home 
improvement purposes? 

AZ. If the predominant purpose of the 
line Is home improvemenl, the line may 
only be reported under HMDA and may 
not b>e considered a consumer loan. 
However, the fu l l amount of the line 
may be considered a "consumer loan" if 
ils predominant purpose is for 
household, family, or other fjersonal 
expenditures, and to a lesser extent 
home Improvement, and the fu l l amount 
ofthe line has not been reported under 
HMDA. This is the case even though 
there may be "double counting" because 
part of the line may also have heen 
reported under HMDA. 

Q3. How should an institution collect 
or report information on loans the 
proceeds of which will be used for 
multiple purposes? 

A3. If an Institution makes a single 
loan or provides a line of credit to a 
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customer to be used for both consumer 
and small business purposes, consistent 
with the Call Report and TFR 
instructions, the institution should 
determine the major (predominant) 
componenl of the loan or the credit line 
and collect or report the entire loan or 
credit line in accordance with the 
regulation's specifications for lhal loan 
lype. 

§ .12(m) & 563e. 12(1) Home 
Mortgage Loan 

Ql. Does the term "home mortgage 
loan" include loans other than "home 
purchase loans"? 

A l . Yes. "Home morlgage loan" 
includes a "home improvement loan" as 
well as a "home purchase loan," as both 
terms are defined in the HMDA 
regulation. Regulation C, 12 CFR part 
203. This definition also includes 
multifamily (five-or-more families) 
dwelling loans, loans for the purchase of 
manufactured homes, and refinancings 
of home Improvement and home 
purchase loans. 

Q2. Some financial institutions broker 
home mortgage loans. They typically 
take the borrower's application and 
perform other settlement activities: 
however, they do not make the credil 
decision. The broker institutions may 
also initially fund these mortgage loans, 
then immediately assign them to 
another lender. Because the broker 
institution does not make the credit 
decision, under Regulation C (HMDA), 
they do not record the loans on their 
HMDA-LARs, even if they fund the 
loans. May an institution receive any 
consideration under CRA for its home 
mortgage loan brokerage activities? 

AZ. Yes. A financial institution that 
funds home mortgage loans but 
Immediately assigns the loans to the 
lender that made the credit decisions 
may present information about these 
loans to examiners for consideration 
under the lending test as "other loan 
data." Under Regulation C, the broker 
institution does not record the loans on 
its HMDA-LAR because it does not 
make the credit decisions, even if it 
funds the loans. An institution electing 
to have these home mortgage loans 
considered must maintain Informalion 
aboul all ofthe home mortgage loans 
that it has funded in this way. 
Examiners wi l l consider this other loan 
data using the same crileria by which 
home mortgage loans originated or 
purchased by an institution arc 
evaluated. 

Institutions that do nol provide 
funding bul merely lake applications 
and provide settlement services for 
another lender that makes the credit 
decisions wi l l receive consideration for 

this service as a retail banking service. 
Examiners wi l l consider an insliiutlon's 
morlgage brokerage services when 
evaluating the range of services 
provided to low-, moderate-, middlc-
and upper-income geographies and the 
degree to which the services are tailored 
to meet the needs of those geographies. 
Aliemalively, an institution's morlgage 
brokerage service may be considered a 
community developmenl service if the 
primary purpose of the service is 
community development. An institution 
wishing to have its mortgage brokerage 
service considered as a community 
development service must provide 
sufficient information to substantiate 
that its primary purpose is community 
development and to establish the extent 
of the services provided. 

5 .12(n) & 563e.I2(m) Income Level 

Ql. Where do institutions find income 
level data for geographies and 
individuals? 

A l . The Income levels for 
geographies, i.e., census tracts and block 
numbering areas, are derived from 
Census Bureau information and are 
updated every ten years. Institutions 
may conlacl their regional Census 
Bureau office or the Census Bureau's 
Income Statistics Office at (301) 763-
8576 to obtain income levels for 
geographies. See Appendix A of these 
Interagency Questions and Answers for 
a list ofthe regional Census Bureau 
offices. The income levels for 
individuals are derived from 
informalion calculated by the 
Department of Housing and Urban 
Development (HUD) and updated 
annually. Institutions may contact HUD 
at (800) 245-2691 to request a copy of 
"FY lyear number, e.g., 1996] Median 
Family Incomes for States and their 
Melropolilan and Nonmetropolitan 
Portions." 

Alternatively, institutions may obtain 
a list of the 1990 Census Bureau-
calculated and the annually updated 
HUD median family Incomes for 
melropolilan sialisiical areas (MSAs) 
and statewide nonmetropolitan areas by 
calling the Federal Financial Institution 
Examination Council's (FFIEC's) HMDA 
Help Line at (202) 452-2016. A free 
copy wil l be faxed to the caller through 
the "fax-back" system. Institutions may 
also call this number to have "faxed-
back" an order form, from which they 
may order a list providing the median 
family income level, as a percentage of 
the appropriate MSA or 
nonmetropolitan median family income, 
of every census tract and block 
numbering area (BNA). This list costs 
$50. Institutions may also obtain the list 
of MSA and statewide nonmetropolitan 

area median family incomes or an order 
form through the FFIEC's home page on 
the Internet at "http://www.fflec.gov/". 

5 .I2(o) & 563e.l2(n) Limited 
Purpose Institution 

Ql. Wfiat constitutes a "narrow 
product line" in the definition of 
"limited purpose institution"? 

A l . An Institution offers a narrow 
product line by limiting its lending 
activities to a product line other than a 
traditional retail product line required 
to be evaluated under the lending test 
(i.e., home mortgage, small business, 
and small farm locins). Thus, an 
institution engaged only in making 
credil card or motor vehicle loans offers 
a nartow product line, while an 
institution limiting its lending activities 
to home mortgages is not offering a 
nartow product line. 

Q2. VVfiat factors will the agencies 
consider to determine whether an 
institution that, if limited purpose, 
makes loans outside a narrow product 
line, or, if wholesale, engages in retail 
lending, will lose its limited purpose or 
wholesale designation because of too 
much other lending? 

AZ. Wholesale institutions may 
engage in some retail lending without 
losing their designation if this activity is 
incidental and done on an 
accommodation basis. Similarly, limited 
purpose institutions continue to meet 
the narrow product line requiremenl if 
they provide other types of loans on an 
Infrequent basis. In reviewing olher 
lending activities by these institutions, 
the agencies w i l l consider the following 
factors: 

• Is the other lending provided as an 
incident to the institution's wholesale 
lending? 

• Are the loans provided as an 
accommodation to the institution's 
wholesale customers? 

• Are the loans made only 
infrequently to the limited purpose 
Institution's cuslomers? 

• Does only an Insignificant portion 
of the institution's lotal assets and 
Income result from the other lending? 

• How significant a role does the 
Institution play in providing that type(s) 
of loan(s) in the institution's assessment 
area(s)? 

• Does the institution hold itself out 
as offering that type(s) of loan(s)? 

• Does the lending test or the 
communily development test present a 
more accurate picture ofthe 
institution's CRA performance? 

Q3. Do "niche institutions" qualify as 
limited purpose (or wholesale) 
institutions? 

A3. Generally, no. Institutions that are 
in the business of lending to the public. 
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but specialize in certain typ)es of retail 
loans (for example, home mortgage or 
small business loans) to certain types of 
bortowers (for example, to high-end 
Income level customers or to 
corporalions or partnerships of licensed 
professional practitioners) ("niche 
institutions") generally would nol 
qualify as limited purpose (or 
wholesale) institutions. 

§ .12(s) & 563e. 12(r) Qualified 
Investment 

Ql. Does tfie CRA regulation provide 
aulhority for institutions to make 
investments? 

A l . No. The CRA regulation does not 
provide authority for Institutions to 
make investments that are not otherwise 
allowed by Federal law. 

Q2. Are mortgage-backed securities or 
municipal bonds "qualiHed 
investments"? 

AZ. As a general rule, mortgage-
backed securities and municipal bonds 
are not qualified Investments because 
they do not have as their primary 
purpose community developmont, as 
defined In the CRA regulations. 
Nonetheless, mortgage-backed securities 
or municipal bonds designed primarily 
to finance community development 
generally are qualified investments. 
Municipal bonds or other securities 
wi lh a primary purpose of communily 
development need not be housing-
related. For example, a bond to fund a 
community facility or park or to provide 
sewage services as part of a plan to 
redevelop a low-income neighborhood 
is a qualified investment. Housing-
related bonds or securities must 
primarily address affordable housing 
(Including multifcunlly rental housing) 
needs in order to qualify. 

Q3. Are Federal Home Loan Bank 
stocks and membership reserves witfi 
tfie Federal Reserve Banks "qualified 
investmenls"? 

A3. No. Federal Home Loan Bank 
(FHLB) stock and membership reserves 
with the Federal Reserve Banks do nol 
have a sufficient connection to 
community development to be qualified 
investmenls. However, FHLB member 
institutions may receive CRA 
consideration for technical assisiance 
ihey provide on behalf of applicants and 
recipienls of funding from the FHLB's 
Affordable Housing Program. See Q&A 3 
addressing §§ .12(1) and 563e.l2(i). 

Q4. What are examples of qualified 
investments? 

A4. Examples of qualified 
investments include, but are not limited 
to, investments, grants, deposits or 
shares in or to: 

• Financial intermediaries (including, 
Community Development Financial 

Institutions (CDFIs), Communily 
Development Corporations (CDCS), 
minorily- and women-owned financial 
instilulions, community loan funds, and 
low- income or community 
dovolopment credit unions) that 
primarily lend or facllltaie lending in 
low- and moderale-income areas or lo 
low- and moderale-income individuals 
in order to promote community 
development, such as a CDFI that 
promoles economic development on an 
Indian reservation; Organizations 
engaged in affordable housing 
rehabilitation and construction, 
including multifamily rental housing; 

• Organizations, including, for 
excimple. Small Business Investment 
Companies (SBICs) and specialized 
SBICs, that promote economic 
developmenl by financing small 
businesses; 

• Facililies that promote communily 
development in low- and moderate-
income areas for low- and moderate-
income individuals, such as youth 
programs, homeless centers, soup 
kitchens, health care facilities, battered 
women's centers, and alcohol and drug 
recovery centers; 

• Projects eligible for low-income 
housing lax credits; 

• Slale and municipal obligations, 
such as revenue bonds, that specifically 
support affordable housing or other 
community development; 

• Not-for-profit organizations serving 
low- and moderate- Income housing or 
other communily development needs, 
such as counseling for credit, home-
ownership, home mainlenance, and 
other financial services education; and 

• Organizations supporting activities 
essential to the capacity of low- and 
moderate-income individuals or 
geographies to utilize credit or to 
sustain economic development, such as, 
for example, day care operalions and job 
training programs that enable people to 
work. 

Q5. Will an institution receive 
consideration for charitable 
contributions as "qualiHed 
investments"? 

A5. Yes, provided they have as their 
primary purpose community 
development as defined in the 
regulations. A charitable contribution, 
whether in cash or an in-kind 
contribution of property, is Included in 
the term "grant." A qualified Investment 
is not disqualified because an 
institution receives favorable irealmcnl 
for it (for example, as a lax deduction 
or credit) under the Intemal Revenue 
Code. 

Q6. An institution makes or 
participates in a community 
development loan. The institution 

provided the loan at below-market 
interest rates or "bought down" the 
interest rate to the borrower. Is the lost 
income resulting from the lower interest 
rate or buy-down a qualified 
investment? 

AG. No. The agencies w i l l , however, 
consider the Innovativeness and 
complexity of the community 
development loan within the bounds of 
safe and sound banking practices. 

Q7. Will the agencies consider as a 
qualified investment the wages or other 
compensation of an employee or 
director who provides assistance to a 
community development organization 
on behalf of the institution? 

A7. No. However, the agencies w i l l 
consider donated labor of employees or 
directors ofa financial institution In the 
service test if the activity is a 
community development service. 

§ .12(t) Small Institution 

Ql. How are the "total bank and thrift 
assets" ofa holding company 
determined? 

A l . "Total banking and thrift assets" 
of a holding company are determined by 
combining the total assets ofa l l banks 
and/or thrifts that are majority-owned 
by the holding company. An institution 
is majority-owned if the holding 
company directly or Indirectly owns 
more than 50 percent of its outstanding 
voting stock. 

Q2. How are Federal and State branch 
assets ofa foreign bank calculated for 
purposes ofthe CRA? 

AZ. A Federal or State branch ofa 
foreign bank is considered a small 
institution if the Federal or State branch 
has less than $250 million in assets and 
the total assets of the foreign bank's or 
Its holding company's U.S. bank and 
thrift subsidiaries that are subject to the 
CRA are less than $1 billion. This 
calculation includes not only FDIC-
insured bank and thrift subsidiaries, but 
also the assets of any FDIC-insured 
branch of the foreign bank and the 
assets of any uninsured Federal or State 
branch (other than a limited branch or 
a Federal agency) of the foreign bank 
that results from an acquisition 
described in section 5(a)(8) of the 
intemational Banking Act of 1978 (12 
U.S.C. 3103(a)(8)). 

§ •12(u) Small Business Loan 

QI. Are loans to nonprofit 
organizalions considered small business 
loans or are they considered community 
development loans? 

A I . "To be considered a small business 
loan, a loan must meet the definition of 
"loan to small business" in the 
instructions in the "Consolidated 
Reports of Conditions and Income" (Call 



Federal Register/Vol. 64, No. 84/Monday, May 3, 1999/Notices 23633 

Report) and "Thrift Financial Reports" 
(TFR). In general, a loan to a nonprofit 
organization, for business or farm 
purposes, where the loan is secured by 
nonfarm nonresidential property and 
the original amounl of the loan is $1 
million or less, if a business loan, or 
$500,000 or less, if a farm loan, would 
bo reported in tho Call Report and TFR 
as a small business or small farm loan. 
If a loan to a nonprofit organization is 
reportable as a small business or small 
farm loan, it cannol also be considered 
as a community developmenl loan, 
except by a wholesale or limited 
purpose institution. Loans to nonprofit 
organizations that are not small business 
or small farm loans for Call Report and 
TFR purposes may be considered as 
communily developmenl loans if they 
meet the regulatory definition. 

Q2. Are loans secured by commercial 
real estate considered small business 
loans? 

AZ. Yes, depending on their principal 
amount. Small business loans Include 
loans secured by "nonfarm 
nonresidential propMjrtles," as defined in 
the Call Reporl and TFR, in amounts 
less than $1 million. 

Q3. Are ioans secured by nonfarm 
residential real estate to finance small 
businesses "small business loans'? 

A3. No. Loans secured by nonfarm 
residential real estate lhat are used to 
finance small businesses are not 
Included as "small business" loans for 
Call Report and TFR purposes. The 
agencies recognize that many small 
businesses are financed by loans 
secured by residential real estate. If 
these loans promote community 
development, as defined in the 
regulation, they may be corvsidered as 
community developmont loans. 
Otherwise, at an Institution's option, the 
inslilulion may collect and maintain 
data separately concerning these loans 
and request that the data be considered 
in ils CRA evaluation as "Other Secured 
Lines/Loans for Purposes of Small 
Business. ' 

Q4. Are credit cards issued to smaii 
businesses considered "small business 
loans"? 

AA. Credit cards Issued to a small 
business or to individuals to be used, 
with the Institution's knowledge, as 
business accounts are small business 
loans if they meet the definitional 
roquiromonLs in tho Call Report or TFR 
instructions. 

.§ . 12(w) Wholesale Institution 

Ql. What factors will the agencies 
consider in determining whether an 
institution is in the business of 
extending home mortgage, small 

business, small farm, or consumer loans 
to retail customers? 

A l . The agencies wi l l consider 
whether: 

• The institution holds Itself out to 
lhe retail public as providing such 
loans; and 

• The institution's revenues from 
extending such loans are significant 
when compared to its overall 
operalions. 

A wholesale institution may make 
some relail loans without losing its 
wholesale designation as described 
above in Q&A2 addressing §§ . 12(o) 
and 563e.l2(n). 

§ .21—Performance Tests, 
Standards, and Ratings, in General 

§ .21(a) Performance Tests and 
Standards 

Q1. Are all communily development 
aclivities weighted equally by 
examiners? 

A l . No. Examiners wi l l consider the 
responsiveness to credit and community 
development needs, as well as the 
innovativeness and complexity of an 
institution's community development 
lending, qualified Investmenls, and 
community development services. 
These criteria include consideration of 
the degree to which Ihey serve as a 
catalyst for olher communily 
development activities. The criteria are 
designed to add a qualitative element to 
the evaluation of an institution's 
performance. 

§ .21(b) Performance Context 

Ql. Is the performance context 
essentially the same as the former 
regulation's needs assessment? 

A l . No. The performance context Is a 
broad range of economic, demographic, 
and institution- and community-specific 
Information that an examiner reviews to 
understand the context in which an 
institution's record of performance 
should be evaluated. The agencies wi l l 
provide examiners with much of this 
information prior to the examination. 
The performance context is not a formal 
or written assessment of community 
credit needs. 

§ .21(b)(2) Information Maintained 
by the Institution or Obtained From 
Community Contacts 

QI. Will examiners consider 
performance context information 
provided by instilulions? 

A i . Yes. An institution may provide 
examiners wilh any informalion it 
deems relevant, including Information 
on the lending. Investment, and service 
opportunities in its assessment area(s). 
This information may Include data on 

the business opportunities addressed by 
lenders nol subject to the CRA. 
Institutions are not required, however, 
to prepare a needs assessment. If an 
institution provides Information to 
examiners, the agencies wi l l nol expect 
informalion other than whal the 
Instilulion normally would develop to 
prepare a business plan or to identify 
potential markels and customers, 
including low- and moderate-Income 
persons and geographies in its 
assessment area(s). The agencies wi l l 
not evaluate an institution's efforts to 
ascertain community credit needs or 
rale an institution on the quality of any 
Informalion It provides. 

Q2. Will examiners conduct 
community coniact interviews as part of 
the examination process? 

AZ. Yes. Examiners w i l l consider 
information obtained from interviews 
with local community, civic, £ind 
governmeni leaders. These interviews 
provide examiners with knowledge 
regarding the local communily. Its 
economic base, and community 
development initiatives. To ensure that 
information from local leaders is 
considered—particularly in areas where 
the numh>er of potential contacts may be 
limited—examiners may use 
information obtained through an 
interview with a single communily 
contact for examinations of more than 
one institution In a given market. In 
addition, the agencies w i l l consider 
information obtained from Interviews 
conducted by other agency staff and by 
the other agencies. In order to augment 
contacts previously used by the agencies 
and foster a wider array of contacts, the 
agencies wi l l shjire community contact 
information. 

§ .21 (b)(4) Institutional Capacity 
and Constraints 

Ql. Will examiners consider factors 
outside of an institution's control that 
prevent il from engaging in certain 
activities? 

A l . Yes. Examiners w i l l take inlo 
accounl statutory and supervisory 
limitations on an institution's ability to 
engage in any lending. Investment, and 
service activities. For example, a savings 
association that has made few or no 
qualified Investments due to Its limited 
investment authority may still receive a 
low satisfactory rating under the 
investment test if it has a strong lending 
record. 

§ .21(b)(5) Institution's Past 
Performance and the Performance of 
Similarly Situated Lenders 

Ql. Can an institution's assigned 
rating be adversely affected by poor past 
performance? 
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A l . Yes. The agencies w i l l consider 
an institution's past performance In Its 
overall evaluation. For example, an 
insliiutlon's past performance may 
support a rating of "substantial 
noncompliance" If the institution has 
not Improved performance rated as 
"needs to improve." 

Q2. How will examiners consider lhe 
performcince of similarly situated 
lenders? 

AZ. The performance context section 
of the regulation permits the 
performance of similarly situated 
lenders to be considered, for example, 
as one of a number of considerations in 
evaluating the geographic distribution of 
an institution's loans to low-
, moderate-, 
middle-, and upper-income geographies. 
This analysis, as well as other analyses, 
may be used, for example, where groups 
of contiguous geographies within an 
insiiiution's assessment area(s) exhibit 
abnormally low penetration. In this 
regard, the performance of similarly 
situated lenders may be analyzed if such 
an analysis would provide accurate 
insight into the institution's lack of 
performance in those areas. The 
regulation does not require tho use of a 
specific type of analysis under those 
circumstances. Moreover, no ratio 
developed from any type of cinalysis is 
linked to any lending test rating. 

§ .22—Lending Test 

5 .22(a) Scope of Test 

§ .22(a)(1) Types of Loans 
Considered 

Ql. If a large retail institution is not 
required to collect and report home 
morlgage data under the HMDA, will the 
agencies still evaluate the institution's 
home mortgage lending performance? 

A l . Yes. The agencies wi l l sample the 
Institution's home mortgage loan files in 
order to assess its performance under 
the lending test criteria. 

Q2. WTien will examiners consider 
consumer loans as part of an 
institution's CRA evaluation? 

AZ. Consumer loans wi l l be evaluated 
if the institution so elects; and an 
institution that elects nol to have its 
consumer loans evaluated w i l l nol be 
viewed less favorably by examiners than 
one that does. However, if consumer 
loans constitute a substantial majority of 
tho institution's business, the agencies 
wil l evaluate them oven i f the 
inslilulion does not so elect. Tho 
agencies interpret "substantial majority" 
to be so significant a portion of the 
institution's lending activity by number 
or dollar volume of loans that the 
lending tost evaluation would not 
meaningfully refiect its lending 

performance if consumer loans were 
excluded. 

§ .22(a)(2) Loan Originations and 
Purchases/Other Loan Data 

Ql. How are lending commilments 
(such as letters of credit) evaluated 
under the regulation? 

A l . The agencies consider lending 
commilmenls (such as letters of credit) 
only at the option ofthe Institution. 
Commilmenls must be legally binding 
between an insiltulion and a borrower 
in order to be considered. Information 
aboul lending commitments w i l l be 
used by examiners to enhance their 
understanding of an institution's 
performance. 

Q2. Will examiners review application 
data as part ofthe lending test? 

AZ. Applicalion activity is not a 
performance criterion ofthe lending 
test. However, examiners may consider 
this informalion in the performance 
context analysis because this 
informalion may give examiners insight 
on, for example, the demand for loans. 

Q3. May a financial institution receive 
consideration under CRA for 
modification, extension, and 
consolidation agreements (MECAs), in 
which it obtains loans from other 
institutions without actually purchasing 
or refinancing the loans, as those terms 
have been interpreted under CRA? 

A3. Yes. In some slates, MECAs, 
which are not considered loan 
refinancings because the existing loan 
obligations are not satisfied and 
replaced, are common. Although these 
transactions are not considered to be 
purchases or refinancings, as those 
terms have hccn interpreted under CRA, 
they do achieve the same results. An 
Institution may present Information 
aboul its MECA activities to examiners 
for consideration under the lending test 
as "other loan data." 

Q4: Do institutions receive 
consideration for originating or 
purchasing loans that are fully 
guaranteed? 

AA: Yes. The lending test evaluates an 
instituilon's record of helping to meet 
the credit needs of ils assessment area(s) 
through the origination or purchase of 
specified types of loans. The lest does 
nol take into accounl whether or nol 
such loans are guaranteed. 

5 .22(b) Performance Crileria 

Ql. How will examiners apply the 
performance criteria in the lending test? 

A I . Examiners wi l l apply tho 
performance criteria reasonably and 
fairly, in accord with the regulations, 
the examination procedures, and this 
Guidance. In doing so, examiners w i l l 
disregard efforts by an institution to 

manipulate business operations or 
present information in an artificial light 
that does not accurately ronect an 
institution's overall record of lending 
performance. 

§ •22(b)(1) Lending Activity 

Ql. How will the agencies apply the 
lending activity criterion to discourage 
an institution from originating loans 
that are viewed favorably under CRA in 
the institution itself and referring other 
loans, which are not viewed as 
favorably, for origination by an afHliate? 

A l . Examiners w i l l review closely 
inslilutions with (1) a small number and 
amount of home mortgage loans wi lh an 
unusually good distribution among low-
and moderate-income areas and low-
and moderate-income bortowers and (2) 
a policy of referring most, but not all, of 
their home mortgage loans to affiliated 
institutions. If an Institution is making 
loans mostly to low- and moderate-
income individuals and areas and 
reforting the rest of the loan applicants 
to an affiliate for the purpose of 
receiving a favorable CRA rating, 
examiners may conclude that the 
institution's lending activity is not 
satisfactory because i l has 
Inappropriately attempted to infiuenco 
the rating. In evaluating an institution's 
lending, examiners w i l l consider 
legitimate business reasons for the 
allocation ofthe lending activity. 

§ .22(b)(2) & (3) Geographic 
Distribution and Borrower 
Characteristics 

Ql. How do the geographic 
distribution of loans and the 
distribution of lending by borrower 
characteristics interact in the lending 
test? 

A l . Examiners generally w i l l consider 
both the distribution of an institution's 
loans among geographies of different 
Income levels and among borrowers of 
different income levels and businesses 
ofdiffereni sizes. The importance ofthe 
bortower distribution criterion, 
particularly in relation to the geographic 
distribution criterion, w i l l depend on 
the performance context. For example, 
distribution among borrowers with 
different Income levels may be more 
important in areas without Identifiable 
geographies ofdiffereni income 
categories. On the other hand, 
geographic distribution may be more 
Important in areas with the fu l l range of 
geographies of different income 
categories. 

Q2. Must an institution lend to all 
portions of its assessment area? 

AZ. The term "assessment area" 
describes the geographic area within 
which the agencies assess how well an 
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inslilulion has mot the specific 
performance tests and standards in the 
rule. The agencies do not exjiect that 
simply because a census tract or block 
numbering area is within an 
instilulion's assessment area(s) the 
institution must lend to that census tract 
or block numbering area. Rather the 
agencies wi l l be concemed with 
conspicuous gaps in loan distribution 
that are nol explained by the 
performance context. Similarly, if an 
inslilulion delineated the entire county 
in which it is located as ils assessment 
area, but could have delineated ils 
assessment area as only a portion of the 
county, i l wi l l not be penalized for 
lending only in that portion ofthe 
county, so long as that portion does not 
refiect illegal discrimination or 
arbitrarily exclude low- or moderate-
income geographies. The capacity and 
constraints of an Inslltution, its business 
decisions about how it can best help to 
meet the needs of its assessment area(s), 
including those of low- and moderate-
income neighborhoods, and olher 
aspects of the performance context, are 
all relevant to explain why the 
Inslilulion Is serving or nol serving 
portions of its assessment area(s). 

Q3. Will examiners take inlo account 
loans made by affiliates when 
evaluating the proportion of an 
institution's lending in its assessment 
area(s)? 

A3. Examiners w i l l not take into 
account loans made by affiliates when 
determining the proportion of an 
institution's lending in its assessment 
area(s), even if the institution elects to 
have its affiliate lending considered In 
the remainder of the lending test 
evaluation. However, examiners may 
consider an institution's business 
strategy of conducting lending through 
an affiliate In order to determine 
whether a low proportion of lending in 
the assessment area(s) should adversely 
affect the institution's lending test 
rating. 

Q4. Wfien will examiners consider 
loans (olher lhan community 
development loans) made outside an 
instilulion's assessment area(s)? 

AA. Consideration wi l l be given for 
loans to low- and moderate-income 
persons and small business and farm 
loans outside of an instituilon's 
assessment area(s), provided the 
institution has adequately addressed the 
needs of borrowers within its 
assessment area(s). Tho agencies wi l l 
apply this consideration nol only to 
loans made by large retail Institutions 
being evaluated under the lending test, 
but also to loans made by small 
Institutions being evaluated under the 
small institution performance standards. 

Loans to low- and moderate-income 
persons and small businesses and farms 
outside of an institution's assessment 
area(s), however, wi l l nol compensate 
for poor lending performance within the 
Institution's assessment area(s). 

Q5. Under the lending test, how will 
examiners evaluate home mortgage 
loans to middle- or upper-income 
individuals in a low- or moderate-
income geography? 

A5. Examiners wi l l consider these 
homo morlgage loans under the 
performance crileria of the lending test, 
i.e., by number and amount of home 
mortgage loans, whether they are inside 
or outside the financial insliiutlon's 
assessment area(s), their geographic 
distribution, and the Income levels of 
the borrowers. Examiners wi l l use 
information regarding the financial 
institution's performance context to 
determine how to evaluale the loans 
under these performance criteria. 
Depending on the performance context, 
examiners could view home mortgage 
loans to middle-income individuals in a 
low-income geography very differently. 
For example, i f the loans are for homes 
or multifamily housing located in an 
area for which the local, stale, tribal, or 
Federal govemment or a community-
based developmenl organization has 
developed a revitalization or 
siabllizalion plan (such as a Federal 
enterprise community or empowerment 
zone) lhal includes attracting mixed-
income residents to establish a 
stabilized, economically diverse 
neighborhood, examiners may give more 
consideration to such loans, which may 
be viewed as serving the low- or 
moderate-income community's needs as 
well as serving those of the middle- or 
upper-income borrowers. If, on the other 
hand, no such plan exists and there is 
no other evidence of governmental 
support for a revitalization or 
stabilization project in the area and the 
loans to middle- or upper-income 
bortowers significantly disadvantage or 
primarily have the effect of displacing 
low- or moderate-income residents, 
examiners may view these loans simply 
as homo mortgage loans to middle- or 
upper-income bonowers who happen to 
reside in a low- or moderale-income 
geography and weigh them accordingly 
in thoir evaluation of the instilulion. 

§ .22(b)(4) Community Development 
Lending 

Ql. IVfien evaluating an institution's 
record ofcommunily development 
lending, may an examiner distinguish 
among community development loans 
on the basis of the actual amount of the 
loan that advances the community 
development purpose? 

A l . Yes. When evaluating the 
institution's record of community 
development lending under 
§ .22(b)(4), it Is appropriate to give 
greater weight to the amount ofthe loan 
that is targeted lo the inlended 
communily developmenl purpose. For 
example, consider two $10 million 
projects (with a total of 100 units each) 
that have as their express primary 
purpose affordable housing and are 
located in the same community. One of 
these projects sets aside 40% of Its units 
for low-income residents and the other 
project allocates 65% of its units for 
low-income residents. An Institution 
would report both loans as $10 million 
communily development loans under 
the § .42(b)(2) aggregate reporting 
obligation. However, trcinsactlon 
complexity. Innovation and all other 
relevant considerations being equal, an 
examiner should also take into account 
that the 65% project provides more 
affordable housing for more people per 
dollar expended. 

Under § .22(b)(4), the extent of 
CRA consideration an Instilulion 
receives for its community development 
loans should bear a direct relation to the 
benefits received by the community and 
the innovation or complexity ofthe 
loans required to accomplish the 
activity, not simply to the dollar amounl 
expended on a particular transaction. By 
applying all lending test performance 
criteria, a community development loan 
of a lower dollar amount could meet the 
credit needs of the Institution's 
community to a greater extent lhan a 
communily development loan with a 
higher dollar amount, but with less 
innovation, complexity, or Impact on 
the community. 

§ .22(b)(5) Innovative or Flexible 
Lending Practices 

Ql. What is the range of practices that 
examiners may consider in evaluating 
the innovativeness or Hexibility of an 
institution's lending? 

A l . In evaluating the innovativeness 
or nexibilily of an instilulion's lending 
praclices (and the complexity and 
innovativeness of its community 
developmenl lending), examiners wi l l 
not be limited to reviewing the overall 
variety and specific terms and 
conditions ofthe credil products 
themselves. In connection with the 
evaluation of an Inslllulion's lending, 
examiners also may give consideration 
to related innovations when they 
augment the success and effectiveness 
ofthe instilulion's lending under its 
community development loan programs 
or, more generally, ils lending under ils 
loan programs that address the credit 
needs of low- and moderate-Income 



23636 Federal Register/Vol. 64, No. 84/Monday, May 3, 1999/Notices 

geographies or individuals. For 
example: 

• In connection with a communily 
development loan program, a bank may 
establish a technical assistance program 
under which the bank, directly or 
through third parlies, provides 
affordable housing developers and other 
loan recipients with financial consulting 
services. Such a technical assistance 
program may, by Itself, constitute a 
community development service 
eligible for consideration under the 
service lest ofthe CRA regulations. In 
addition, the technical assistance may 
be favorably considered as an 
innovation that augments the success 
and effectiveness of the relaled 
communily development loan program. 

• In connection wi lh a small business 
lending program in a low- or moderale-
income area and consistent with safe 
and sound lending practices, a bank 
may implement a progrcun under which, 
in addition to providing financing, the 
bank also contracts with the small 
business bonowers. Such a contracting 
arrangement would not, standing alone, 
qualify for CRA consideration. However, 
it may be favorably considered as an 
innovation that augments the loan 
program's success and effectiveness, 
and Improves the program's ability to 
serve communily developmenl purposes 
by helping to promote economic 
development through supporl of small 
business activities and revilalizalion or 
stabilization of low- or moderate-income 
geographies. 

5 .22(c) Affiliate Lending 

§ .22(c)(1) In General 

Ql. If an institution elects to have 
loans by its affiliate(s) considered, may 
it elect to have only certain categories of 
loans considered? 

A I . Yes. An Instilulion may elect to 
have only a particular category of its 
affiliate's lending considered. The basic 
categories of loans are home mortgage 
loans, small business loans, small farm 
loans, community development loans, 
and the five categories of consumer 
loans (moior vehicle loans, credit card 
loans, home equity loans, olher secured 
loans, and other unsecured loans). 

§ .22(c)(2) Constraints on Affiliate 
Lending 

§ •22(c)(2)(i) No AfHliate May Claim 
a Loan Origination or Loan Purchase if 
Another Instilulion Claims the Same 
Loan Origination or i-'urchase 

Ql. How is this constraint on affiliate 
lending applied? 

A l . "This constraint prohibits one 
affiliate from claiming a loan origination 
or purchase claimed by another affiliate. 

However, an institution can count as a 
purchase a loan originated by an 
affiliate lhat the institution 
subsequently purchases, or count as an 
origination a loan later sold to an 
affiliate, provided the same loans are 
nol sold several times to infiaie their 
value for CRA purposes. 

^ .22(c) (2)(11) If an inslilulion 
elects to have its supervisory agency 
consider loans wilhin a particular 
lending category made by one or more 
of the institution's affiliates in a 
particular assessment area, the 
Institution shall elect to have the agency 
consider all loans within that lending 
category in that particular cissessment 
area made by all ofthe insliiutlon's 
affiliates. 

Ql. How is this constraint on afHliate 
lending applied? 

A l . This constraint prohibits '"cherry-
picking" affiliate loans within any one 
category of loans. The constraint 
requires an insiiiutlon that elects to 
have a particular category of affiliate 
lending in a particular assessment area 
considered lo include all loans of that 
type made by all of its affiliates in that 
particular assessment area. For example, 
assume that an institution has one or 
more affiliates, such as a mortgage bank 
that makes loans in the institution's 
assessment area. If the institution elects 
to include the mortgage bank's home 
mortgage loans, it must include all of 
mortgage bank's home mortgage loans 
made in its assessment area. The 
institution cannot elect to include only 
those low- and moderate-income home 
mortgage loans made by the mortgage 
bank affiliate and not home mortgage 
loans to middle- and upper-income 
individuals or areas. 

Q2. How is tfiis constraint applied if 
an institution's afHIiates are also 
insured depository institutions subject 
10 the CRA? 

AZ. Strict application of this 
constraint against "cherry-picking" lo 
loans of an affiliate that is also an 
Insured depository institution covered 
by die CRA would produce the 
anomalous result that the other 
inslilulion would, without its consent, 
not be able to count Its own loans. 
Because the agencies did nol intend to 
deprive an institution subject to the 
CRA of receiving consideration for its 
own lending, the agencies read this 
constraint slightly differently in cases 
involving a group of affiliated 
instilulions. some of which are subject 
to the CRA and share the same 
assessment aroa(s). In those 
circumstances, an institution that elects 
to include all of its mortgage affiliate's 
home mortgage loans In its assessment 
area would not automatically be 

required to include all home mortgage 
loans in its assessment area of another 
affiliate institution subject to the CRA. 
However, all loans ofa particular type 
made by any affiliate in the institution's 
assessment area(s) must either be 
counted by the lending institution or by 
another affiliate institution that is 
subject to the CRA. This reading refiects 
the fact that a holding company may, for 
business reasons, choose to transact 
different aspects of its business in 
different subsidiary institutions. 
However, the method by which loans 
are allocated among the institutions for 
CRA purposes must refiect actual 
business decisions about the allocation 
of banking aclivilies among the 
inslilutions and should not be designed 
solely lo enhance their CRA evaluations. 

§ .22(d) Lending by a Consortium or 
a Third Party 

Q1. Will equity and equity-type 
investments in a third party receive 
consideration under the lending test? 

A l . If an institution has made an 
equity or equity-type Investment in a 
third party, community development 
loans made by the third party may be 
considered under the lending test. On 
the olher hand, asset-backed and debt 
securities that do not represent an 
equity-type Interest in a third party w i l l 
not bo considered under the lending test 
unless the securities are booked by the 
purchasing Institution as a loan. For 
example, if an institution purchases 
stock In a community development 
corporation ("CDC") that primarily 
lends in low- and moderate-income 
areas or to low- and moderate-income 
Individuals in order to promote 
community development, the institution 
may claim a pro rata share of the CDCs 
loans as community development loans. 
The institution's pro rata share is based 
on Its percentage of equity ownership in 
the CDC. Q&Al addressing § .23(b) 
provides information concerning 
consideration of an equity or equity-
type Investment under the investment 
test and bolh the lending and 
investment tesLs. 

Q2. How will examiners evaluate 
loans made by consortia or third parties 
under the lending test? 

AZ. Loans originated or purchased by 
consortia in which an institution 
participates or by third parties in which 
an institution Invests w i l l only be 
considered if they qualify as communily 
developmont loans and wi l l only be 
considered under the community 
development criterion ofthe lending 
test. However, loans originated directly 
on the books of an institution or 
purchased by the institution are 
considered to have been made or 
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purchased directly by the institution, 
even if the institution originated or 
purchased the loans as a result of its 
participation in a loan consortium. 
These loans would be considered under 
all the lending test crileria appropriate 
to them depending on the type of loan. 

Q3. In some circumstances, an 
institution may invest in a third party, 
such as a community development 
bank, lhal is also an insured depository 
institution and is thus subject to CRA 
requirements. Ifthe investing institution 
requests ils supervisory agency to 
consider its pro rata share of community 
development loans made by the third 
parly, as allowed under 12 CFR 

.22(d), may the third party also 
receive consideration for these loans? 

A3. Yes, as long as the financial 
institution and the third party are nol 
affiliates. The regulations stale, at 12 
CFR .22(c)(2)(i), that two affiliates 
may not both claim the same loan 
origination or loan purchase, i-iowever, 
i f the financial institution and the third 
party are not affiliates, the third party 
may receive consideration for the 
community development loans It 
originates, and the financial Institution 
lhal invested in the third party may also 
receive consideration for its pro rata 
share of the same community 
development loans under 12 CFR 

.22(d). 

§ .23—Investment Tcsl 

§ .23(a) Scope of Test 

Ql : May an institution receive 
consideration under the CRA 
regulations if it invests indirectly 
through a fund, the purpose of which is 
community development, as that is 
defined in the CRA regulations? 

A l . Yes, the direct or indirect nature 
of the qualified Investment does not 
affect whether an institution wi l l 
receive consideration under the CRA 
regulations because the regulations do 
nol distinguish between "direct" and 
"indirect" investments. Thus, an 
institution's investment in an equily 
fund thai, in lum. invests in projecls 
that, for example, provide affordable 
housing to low- and moderale-income 
individuals, would receive 
consideration as a qualified investment 
under the CRA regulations, provided the 
investment benefits one or more of the 
institution's assessment area(s) or a 
broader statewide or regional area(s) 
that includes one or more of the 
institution's assessment area(s). 
Similarly, an institution may receive 
consideration for a direct qualified 
investment In a nonprofit organization 
that, for example, supports affordable 
housing for low- and moderate-income 

individuals in the institution's 
a.ssessmonl area(s) or a broader 
statewide or regional area(s) lhat 
includes the insliiutlon's assessment 
area(s). 

§ .23(b) Exclusion 

Ql. Even though the regulations state 
that an activity that is considered under 
tbe lending or service tests cannot also 
be considered under the investment test, 
may pans of an activity be considered 
under one test and other parts be 
considered under another test? 

A l . Yes, in some Instances the nature 
of an activity may make it eligible for 
consideration under more than one of 
the performance tests. For example, 
certain investments and relaled support 
provided by a large retail inslilulion to 
a CDC may tie evaluated under the 
lending. Investment, and service tests. 
Under the service test, the institution 
may receive consideration for any 
communily dcvelopmenl services that it 
provides to the CDC, such as service by 
an executive ofthe instilulion on the 
CDCs board of directors. If the 
institution makes an investment in the 
CDC that the CDC uses to make 
community development loans, the 
Instilulion may receive consideration 
under the lending test for its pro-rata 
share of community development loans 
made by the CDC. Alternatively, tho 
institution's investment may be 
considered under the investment tost, 
assuming it is a qualified investment. In 
addition, an institution may elect to 
have a part of its investment considered 
under the lending test and the 
remaining part considered under the 
investment test. If the investing 
institution opts to have a portion of its 
investment evaluated under the lending 
test by claiming a share of the CDCs 
community development loans, the 
amount of Investment considered under 
the investment test wi l l be offset by that 
portion. Thus, the institution would 
only receive consideration under the 
Investment test for the amounl of its 
investment multiplied by the percentage 
of the CDCs assets that meel the 
definition ofa qualified investmeni. 

§ .23(e) Performance Crileria 

Q1. When applying the performance 
criteria of§ .23(e), may an examiner 
distinguish among qualified investments 
based on how much ofthe investment 
aclually supports the underlying 
communily development purpose? 

A1. Yes. Although § .23(e)(1) 
speaks in terms of tho dollar amounl of 
qualified Investments, the criterion 
permlis an examiner to weight certain 
investments differently or to make other 
appropriate distinctions when 

evaluating an instilulion's record of 
making qualified Investments. For 
Instance, an examiner should take into 
account that a targeted mortgage-backed 
security that qualifies as an affordable 
housing issue that has only 60% of its 
face value supported by loans to low- or 
moderate-income borrowers would not 
provide as much affordable housing for 
low- and moderale-income individuals 
as a targeted mortgage-backed security 
with 100% of its face value supported 
by affordable housing loans to low- and 
moderale-income borrowers. The 
examiner should describe any 
differential weighting (or other 
adjustment), and its basis In the Public 
Evaluation. However, no matter how a 
qualified Investment is handled for 
purposes of § .23(e)(1), it w i l l also 
be evaluated with respect to the 
qualitative performance criteria set forth 
i n § .23(e)(2), (3) and (4). By 
applying all criteria, a qualified 
investment of a lower dollar amount 
may be weighed more heavily under the 
Investment Test than a qualified 
investment with a higher dollar amount, 
but wilh fewer qualitative 
enhancements. 

Q2: How do examiners evaluate an 
institution's qualiHed investment in a 
fund, the primary purpose of which is 
community development, as that is 
defined in tfie CRA regulations? 

AZ. When evaluating qualified 
investments that benefil an inslllulion's 
assessment area(s) or a broader 
statewide or regional area that includes 
its assessment area(s), examiners w i l l 
look at the following four performance 
criteria: 

(1) The dollar amount of qualified 
investments; 

(2) The innovativeness or complexity 
of qualified Investmenls; 

(3) The responsiveness of qualified 
investments to credit and community 
developmenl needs; and 

(4) The degree to which the qualified 
Investmenls are not routinely provided 
by private Inveslors. 

With respect to the first criterion, 
examiners wi l l determine the dollar 
amount of qualified investments by 
relying on the figures recorded by the 
Institution according to generally 
accepted accounting principles (GAAP). 
Although institutions may exercise a 
range of Investment strategies, including 
short-term Investments, long-term 
Investments, investments that are 
immediately funded, and investments 
with a binding, up-front commitment 
that are funded over a period of time, 
instilulions making the same dollar 
amount of Investmenls over the same 
number of years, all other perfonnance 
criteria being equal, would receive the 
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same level of consideration. Examiners 
wi l l include both new and outstanding 
investments in this determination. The 
dollar amount of qualified invesimenis 
also wi l l Include the dollar amount of 
legally binding commilments recorded 
by the institution according to GAAP. 

The extent to which qualified 
investments receive consideration, 
however, depends on how examiners 
evaluate the Investments under the 
remaining three performance criteria— 
innovativeness and complexity, 
responsiveness, and degree to which the 
investmeni is nol routinely provided by 
private investors. Examiners also w i l l 
consider factors relevant to the 
Institution's CRA performance context, 
such as the effect of outstanding long-
term qualified Investmenls, the pay-in 
schedule, and the amount of any cash 
call, on the capacity of the institution lo 
make new investments. 

§ .24—Service Test 

5 .24(d) Performance Crileria— 
Retail Banking Services 

Ql. How do examiners evaluate the 
availability and effectiveness of an 
institution's systems for delivering retail 
banking services? 

A l . Convenient access to ful l service 
branches within a community is an 
important factor in determining the 
availability of credil and non-credit 
services. Therefore, the service test 
performance standards place primary 
emphasis on ful l service branches while 
still considering altemative systems, 
such as automated teller machines 
("ATMs"). The principal focus is on an 
institution's current distribution of 
branches; therefore, an Institution is not 
required to expand its branch network 
or operate unprofitable branches. Under 
the service test, alternative systems for 
delivering retail banking services, such 
as ATMs, are considered only to the 
extent that they are effective alternatives 
in providing needed services to low-
and moderate-income areas and 
individuals. 

Q2. How do examiners evaluale an 
institution's activities in connection 
with Individual Development Accounts 
(IDAs)? 

AZ. Although there is no standard 
IDA program, IDAs typically are deposit 
accounts targeted to low- and moderale-
income families that are designed to 
help them accumulate savings for 
education or job-training, down­
paymenl and closing costs on a new 
homo, or stari-up capilal for a small 
business. Once parlicipanls have 
successfully funded an IDA, their 
personal IDA savings are matched by a 
public or privale entity. Financial 

institution participation in IDA 
programs comes in a variety of forms, 
including providing retail banking 
services to IDA account holders, 
providing matching dollars or operaling 
funds to an IDA program, designing or 
implementing IDA programs, providing 
consumer financial education to IDA 
account holders or prospective accounl 
holders, or other means. The extent of 
financial Institutions' Involvement in 
IDAs and the producls and services they 
offer in connection wilh the accounts 
wi l l vary. Thus, subject to § .23(b), 
examiners evaluate the actual services 
and products provided by an institution 
in connection with IDA progrcims as one 
or more ofthe following: community 
development services, retail banking 
services, qualified Investments, home 
morlgage loans, small business loans, 
consumer loans, or community 
developmenl loans. 

§ .24(d)(3) Availability and 
Effectiveness of Alternative Systems for 
Delivering Retail Banking Services 

Ql. How will examiners evaluate 
alternative systems for delivering relail 
banking services? 

A I . The regulation recognizes the 
multitude of ways in which an 
institution can provide services, for 
example, ATMs, banking by telephone 
or computer, and bank-by-mail 
programs. Delivery systems other than 
branches w i l l be considered under the 
regulation to the extent that they are 
effective altemailves to branches in 
providing needed services to low- and 
moderate-income areas and individuals. 
The list of systems in the regulation is 
not Intended lo be inclusive. 

Q2. Are debit cards considered under 
the service test as an alternative delivery 
system? 

AZ. By themselves, no. However, i f 
debit cards are a part of a larger 
combination of products, such as a 
comprehensive electronic banking 
service, that allows an institution to 
deliver needed services to low- and 
moderate-Income areas and individuals 
in ils communily, the overall delivery 
system thai includes the debit card 
feature would be considered an 
alternative delivery syslem. 

§ .25 Community Development Test 
for Wholesale or Limited Purpose 
Institutions 

§ .25(d) Indirect Activities 

Ql. How are investments in third 
party community development 
organizations considered under the 
community development test? 

A l . Similar to the lending test for 
retail institutions, investments in third 

party community development 
organizations may be considered as 
qualified investmenls or as communily 
development loans or both (provided 
there is no double counting), at the 
instilulion's option, as described above 
in the discussion regarding §§ .22(d) 
and .23(b). 

§ .25(e) Benefit to Assessment 
Areafsj 

Ql. How do examiners evaluate a 
wholesale or limited purpose 
institution's qualified investment in a 
fund that invests in projects nationwide 
and which has a primary purpose of 
community development, as that is 
defined in tfie regulations? 

A l . If examiners find that a wholesale 
or limited purpose institution has 
adequately addressed the needs of ils 
assessment area(s), they w i l l give 
consideration to qualified Investments, 
as well as community development 
loans and community development 
services, by that Institution nationwide. 
In determining whether an institution 
has adequately addressed the needs of 
ils assessment area(s), examiners wi l l 
consider qualified investments that 
benefit a broader statewide or regional 
area that Includes the institution's 
assessment aroa(s). 

§ .25(1) Community Development 
Performance Rating 

Ql. Must a wholesale or limited 
purpose institution engage in all three 
categories of community development 
activities (lending, investment and 
service) to perform well under the 
community development test? 

A l . No, a wholesale or limited 
purpose Institution may perform well 
under the community development test 
by engaging in one or more of these 
activities. 

§ .26—Small Institution 
Perfonnance Standards 

§ .26(a) Performance Criteria 

Ql. May examiners consider, under 
one or more ofthe performance criteria 
ofthe small institution performance 
standards, lending-related activities, 
such as community development loans 
and lending-related qualiHed 
investments, when evaluating a small 
Institution? 

A l . Yes. Examiners can consider 
"lending-related activities," including 
community development loans and 
lending-relaiod qualified investments, 
when evaluating the first four 
performance criteria of the small 
instilulion performance test. Although 
lending-related activities are specifically 
mentioned In the regulation in 
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connection wilh only the first three 
criteria (i.e., loan-to-deposii ratio, 
percentage of loans in the institution's 
assessment area, and lending to 
borrowers ofdiffereni incomes and 
businesses of different sizes), examiners 
can also consider these activities when 
they evaluate the fourth crileria— 
geographic distribution of tho 
institution's loans. 

Q2. Wfiat is meant by "as 
appropriate" when referring to the fact 
that lending-related activities will be 
considered, "as appropriate," under the 
various small institution performance 
criteria? 

AZ. "As appropriate" means lhal 
lending-related activities wi l l be 
considered when it is necessary to 
determine whether an institution meets 
or exceeds the standards for a 
satisfactory rating. Examiners wi l l also 
consider other lending-related activities 
at an institution's request. 

Q3. Wfien evaluating a small 
institution's lending performance, will 
examiners consider, at the institution's 
request, community development loans 
originated or purchased by a consortium 
in which the institution participates or 
by a third party in which the institution 
has invested? 

A3. Yes. However, a small institution 
thai elects to have examiners consider 
communily development loans 
originated or purchased by a consortium 
or third party must maintain sufficient 
information on ils share of the 
community development loans so thai 
the examiners may evaluate these loans 
under the small institution performance 
crileria. 

Q4. Under the small institution 
performance standards, will examiners 
consider both loan originations and 
purchases? 

AA. Yes, consistent with the other 
assessment methods in the regulation, 
examiners w i l l consider both loans 
originated and purchased by the 
inslilulion. Likewise, examiners may 
consider any other loan data the small 
institution chooses to provide, 
including data on loans outstanding, 
commitments and letters of credit. 

Q5. Under the small institution 
performance standards, how will 
qualified investments be considered for 
purposes of determining whether a 
small institution receives a satisfactory 
CRA rating? 

A5. The small institution performance 
standards focus on lending and other 
lending-related activities. Therefore, 
examiners w i l l consider only lending-
related qualified investments for the 
purposes of determining whether the 
small Institution receives a satisfactory 
CRA rating. 

§ .26(a)(1) Loan-to-deposit Ratio 

Ql. How is tfie loan-to-deposil ratio 
calculated? 

A l . A small instilulion's loan-to-
deposil ratio is calculated in the same 
manner lhal the Uniform Bank 
Performance Report/Uniform Thrift 
Performance Report (UBPR/UTPR) 
determines the ratio. It is calculated by 
dividing the institution's nol loans and 
leases by its total deposits. The ratio is 
found in the Liquidity and Investmeni 
Portfolio section of the UBPR and 
UTPR. Examiners wi l l use this ratio to 
calculate an average since the lasl 
examination by adding the quarterly 
loan-to-deposil ratios and dividing the 
total by the number of quarters. 

Q2. How is tfie "reasonableness" ofa 
loan-io-deposit ratio evaluated? 

AZ. No specific ratio is reasonable in 
every circumstance, and each small 
Institution's ratio is evaluated in light of 
information from the performance 
context. Including the institution's 
capacity to lend, demographic and 
economic factors present In the 
assessment aroa, and the lending 
opportunities available in the 
assessment area(s). If a small 
institution's loan-to-deposil ratio 
appears unreasonable after considering 
this informalion, lending performance 
may slill be satisfactory under this 
criterion taking Into consideration the 
number and the dollar volume of loans 
sold to the secondary market or the 
number and amount and innovativeness 
or complexity of community 
development loans and lending-related 
qualified investments. 

Q3. If an institution makes a large 
number of loans off-shore, will 
examiners segregate the domestic loan-
to-deposit ratio from the foreign loan-to-
deposit ratio? 

A3. No. Examiners w i l l look at the 
inslltution's net loan-to-deposit ratio for 
the whole institution, without any 
adjustments. 

§ .26(a)(2) Percentage of Lending 
Wilfiin Assessment Area(s) 

Ql. Must a small institution have a 
majority of ils lending in ils assessment 
area(s) to receive a satisfactory 
performance rating? 

A l . No. The percentage of loans and, 
as appropriate, olher lending-related 
activities located in the bank's 
a.ssossmeni arca(s) is bul one of the 
performance criteria upon which small 
institutions arc evaluated. If the 
percentage of loans and other lending 
relaled activities in an Institution's 
assessment area(s) is less than a 
majority, then tho institution does not 
meet the standards for satisfactory 

performance only under this criterion. 
The effect on the overall performance 
rating of the institution, however, is 
considered in light ofthe performance 
context, including information 
regarding economic conditions, loan 
demand, the institution's size, financial 
condition and business strategies, and 
branching network and other aspects of 
the institution's lending record. 

§ •26(a)(3) & (4) Distribution of 
Lending Within Assessment Area(s) by 
Borrower Income and Geographic 
Location 

Ql. How will a small institution's 
performance be assessed under these 
lending distribution criteria? 

A l . Distribution of loans, like other 
small institution performance criteria, is 
considered in light ofthe performance 
context. I-'or example, a small institution 
is not required to lend evenly 
throughout its assessment area(s) or in 
any particular geography. However, in 
order to meet the standards for 
satisfactory performance under this 
criterion, conspicuous gaps In a small 
institution's loan distribution must be 
adequately explained by performance 
context factors such as lending 
opportunities in the institution's 
assessment area(s), the institution's 
product offerings and business strategy, 
and institutional capacity and 
constraints. In addilion, it may be 
impracticable to review tho geographic 
distribution of the lending of an 
Institution with few demographlcally 
distinct geographies within an 
assessment area. If sufficient 
infonnation on the income levels of 
Individual borrowers or the revenues or 
sizes of business borrowers is not 
available, examiners may use proxies 
such as loan size for estimating 
bortower characteristics, where 
appropriate. 

5 .26(b) Performance Rating 

Ql. How can a small institution 
achieve an "outstanding" performance 
rating? 

A l . A small institution lhal meets 
each ofthe standards for a "satisfactory" 
rating and exceeds some or all of those 
standards may warrant an 
"outstanding" performance rating. In 
assessing performance at the 
"'outstanding"' level, the agencies 
consider the extent to which the 
institution exceeds each of the 
performance standards and, al tho 
institution's option, lis performance in 
making qualified investments and 
providing services that enhance credit 
availability in its assessment area(s). In 
some cases, a small institution may 
qualify for an "outstanding" 
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performance rating solely on the basis of 
ils lending activities, but only If its 
performance materially exceeds the 
standards for a "satisfactory" rating, 
parlicularly wi lh respect to the 
penetration of borrowers al all income 
levels and the dispersion of loans 
throughout the geographies in ils 
assessment area(s) lhat display income 
variation. An institution wi lh a high 
loan-io-deposil ratio and a high 
percentage of loans in ils assessment 
area(s), bul with only a reasonable 
penetration of borrowers al all income 
levels or a reasonable dispersion of 
loans throughout geographies of 
differing income levels in its assessment 
aroa(s), generally wi l l nol be rated 
"outstanding" based only on its lending 
performance. However, the institution's 
perfonnance in making qualified 
investmenls and its performance in 
providing branches and other services 
and delivery systems that enhance 
credit availability in its assessment 
area(s) may augment the institution's 
satisfactory rating to the extent that it 
may bo rated "outstanding." 

Q2. Will a small institution's qualiHed 
investments, community developmenl 
loans, and communily developmenl 
services be considered if they do not 
directly benefit its assessment area(s)? 

AZ. Yes. These activities are eligible 
for consideration if they benefit a 
broader statewide or regional area that 
includes a small instilution"s 
assessment area(s), as discussed more 
fully In Q&A6 addressing §§ .12(1) 
and 563e. 12(h). 

§ .27—Strategic Plan 

§ .27(c) Plans in General 

Ql. To wfiat extent will the agencies 
provide guidance lo an institution 
during the development of its strategic 
plan? 

A l . An inslilulion w i l l have an 
opportunity to consult with and provide 
information to the agencies on a 
proposed strategic plan. Through this 
process, an institution is provided 
guidance on procedures and on the 
informalion necessary to ensure a 
complete submission. For example, the 
agencies wi l l provide guidance on 
whether the level of detail as set out in 
the proposed plan would be sufficient to 
permit agency evaluation of the plan. 
However, the agencies' guidance during 
plan development and, particularly, 
prior to the public comment period, wi l l 
nol include commenting on tho merits 
of a proposed strategic plan or on the 
adequacy of measurable goals. 

Q2. How wiii a^oint strategic plan be 
reviewed ifthe affiliates have different 
primary Federal supervisors? 

AZ. fhe agencies wi l l coordinate 
review of and action on the joint plan. 
Each agency wi l l evaluale the 
measurable goals for those afflllalcs for 
which i l is the primary regulator. 

§ .27(0 Plan Content 

§ .27(0(1) Measurable Goals 

Ql. How should " measurable goals" 
he specified in a strategic plan? 

A l . Measurable goals (e.g., number of 
loans, dollar amounl, geographic 
location of activity, and benefit lo low-
and moderate-income areas or 
individuals) must be stated with 
sufficient specificity to permit the 
public and the agencies to quantify what 
performance wi l l be expected. However, 
Institutions are provided nexiblllty In 
specifying goals. For example, an 
institution may provide ranges of 
lending amounts in different categories 
of loans. Measurable goals may also be 
linked lo funding requirements of 
certain public programs or indexed to 
other extemal factors as long as these 
mechanisms provide a quantifiable 
standard. 

:^ .27(g) Plan Approval 

§ .27(g)(2) Public Participation 

Ql. How will the public receive notice 
of a proposed strategic plan? 

A l . An inslilulion submitting a 
strategic plan for approval by the 
agencies is required to solicit public 
comment on the plan for a period of 
thirty (30) days after publishing notice 
of the plan at least once in a newspaper 
of general circulation. The notice should 
be sufficiently prominent lo attract 
public attention and should make clear 
lhat public comment is desired. An 
institution may, in addition, provide 
notice to the public in any olher manner 
it chooses. 

§ .28—Assigned Ratings 

Ql. Are innovative lending practices, 
innovative or complex qualified 
investments, and innovative community 
development services required for a 
"satisfactory" or "outstanding" CRA 
rating? 

A l . No. Moreover, the lack of 
innovalive lending praclices, innovative 
or complex qualified investments, or 
innovative community developmenl 
services alone wi l l not result in a 
"needs to improve" CRA rating. 
However, the use of innovalive lending 
praclices, innovative or complex 
qualified invesimenis, and innovalive 
community development services may 
augment the consideration given to an 
institution's performance under the 
quantitative criteria of the regulations. 

resulting in a higher level of 
performance rating. 

Q2. How is performance under the 
quantitative and qualitative 
performance criteria weighed when 
examiners assign a CRA rating? 

AZ. The lending, investment, and 
service tests each contain a number of 
performance criteria designed to 
measure whether an institution is 
effectively helping to meet the credit 
needs of its entire community, 
including low- and moderale-income 
neighborhoods, in a safe and sound 
manner. Some of these performance 
criteria are quantitative, such as number 
and amounl, and others, such as the use 
of innovative or fiexible lending 
practices, the innovativeness or 
complexity of qualified investments, 
and the innovativeness and 
responsiveness of community 
development services, are qualitative. 
The performance criteria that deal with 
these qualitative aspects of performance 
recognize that these loans, qualified 
investments, and community 
development services sometimes require 
special expertise and efforl on the part 
of the institution and provide a benefit 
to the community that would not 
otherwise be possible. As such, the 
agencies consider the qualitative aspects 
of an institution's activities when 
measuring the benefits received by a 
community. An Institution's 
performance under these qualitative 
crileria may augment the consideration 
given to an institution's performance 
under the qucintltative criteria of the 
regulations, resulting in a higher level of 
performance and rating. 

5 .28(a) Ratings in General 

Ql. How are institutions with 
domestic branches in more than one 
state assigned a rating? 

A l . The evaluation of an institution 
that maintains domestic branches in 
more than one slale ("multistate 
inslltution") w i l l Inciude a written 
evaluation and rating of its CRA record 
of performance as a whole and in each 
stale in which i l has a domestic branch. 
The written evaluation w i l l contain a 
separate presentation on a multistate 
institution's performance for each 
melropolilan statistical area and the 
nonmetropolitan area within each state, 
if it maintains one or more domestic 
branch offices in these areas. This 
separate presentation wi l l contain 
conclusions, supported by facts and 
data, on performance under the 
performance tests and standards in the 
regulation. The evaluation ofa 
multistate institution that maintains a 
domestic branch in two or more states 
in a multistate metropolitan area w i l l 
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include a written evaluation (containing 
the same Informalion described above) 
and rating of its CRA record of 
performance in the multistate 
metropolitan area. In such cases, the 
statewide evaluation and rating wi l l be 
adjusted to refiect performance in the 
portion of the slale not wilhin the 
multistate melropolilan statistical aroa. 

Q2. How are institutions that operate 
within only a single state assigned a 
rating? 

AZ. An Institution that operates 
within only a single state ("single-stale 
inslilulion") wi l l be assigned a rating of 
its CRA record based on iLs performance 
wilhin lhat state. In assigning this 
rating, the agencies wi l l separately 
present a single-state inslilulion s 
performance for each metropolitan area 
in which the inslltution maintains one 
or more domestic branch offices. This 
separate presentation wi l l contain 
conclusions, supported by facts and 
data, on the single-stale institution's 
performance under the performance 
tests and standards in the regulation. 

Q3. How do the agencies weight 
performance under the lending, 
investment and service test for large 
retail institutions? 

A3. A rating of ""outstanding," "high 
satisfactory," "low satisfactory," ""needs 
to improve,"' or "substantial 
noncompliance," based on a judgment 
supported by facts and data, wi l l be 
assigned under each performance test. 
Points wi l l then be assigned to each 
rating as described in the first matrix sel 
forth below. A large retail Instilulion's 
overall rating under the lending. 
Investment and service tests wi l l then 
be calculated in accordance with the 
second matrix set forth below, which 
incorporates the rating principles in the 
regulation. 

POINTS ASSIGNED FOR PERFORMANCE 
UNDER LENDING, INVESTMENT AND 
SERVICE TESTS 

Lend­
ing 

Service Invest­
ment 

Outstanding 12 6 6 
High Satisfactory 9 4 4 
Low Satisfactory 6 3 3 
Needs to Im­

prove 3 1 1 
Substantial Non­

compliance .... 0 0 0 

COMPOSITE RATING POINTT 
REQUIREMENTS 

(Add points from three tests] 

COMPOSITE RATING POINT 
REQUIREMENTS—Continued 

[Add points from three tests] 

Rating Total points 

11 through 19. 
Needs to Improve 5 tiirough 10 
Substantial Noncompliance 0 through 4. 

Rating Total points 

Outstanding 20 or over. 

Note: There is one exception to the Com­
posite Rating matrix. An inslltution may not re­
ceive a rating of "satisfactory" unless it re­
ceives al least "low satisfactory" on the lend­
ing lest. Therefore, the total points are capped 
at three times the lending test score. 

§ .29—Effect of CRA Performance 
on Applications 

§ .29(a) CRA Performance 

Ql. Whal weight is given to an 
institution's CRA performance 
examination in reviewing an 
application? 

A l . In cases in which CRA 
perfonnance is a relevant factor, 
information from a CRA performance 
examination ofthe institution is a 
particularly important consideration in 
the applications process because It 
represents a detailed evaluation ofthe 
institution's CRA performance by lis 
Federal supervisory agency. In this 
light, an examination is an Important, 
and often controlling, factor in the 
consideration of an inslllulion's record. 
In some cases, however, the 
examination may not be recent or a 
specific issue raised in the application 
process, such as progress in addressing 
weaknesses noted by examiners, 
progress in implementing commitments 
previously made to the reviewing 
agency, or a supported allegation from 
a commenter. Is relevant to CRA 
performance under the regulation and 
was nol addressed in the examination. 
In those circumstances, the applicant 
should present sufficient Information to 
supplement ils record of performance 
and to respond to lhe substantive Issues 
raised in the application proceeding. 

Q2. Wfiat consideration is given lo an 
institution's commitments for future 
action in reviewing an applicalion by 
those agencies that consider such 
commitments? 

AZ. Commitments for future action 
are not viewed as pari ofthe CRA record 
of performance, in general, Inslilutions 
cannot use commilments made in the 
applications process to overcome a 
seriously deficient record of CRA 
performance. However, commilmenls 
for improvements in an institution's 
performance may be appropriate to 
address specific weaknesses in an 
otherwise satisfactory record or to 
address CRA performance when a 

financially troubled Inslilulion is being 
acquired. 

§ .29(b) Interested Parlies 

Ql. What consideration is given to 
comments from interested parties in 
reviewing an application? 

A l . Materials relating to CRA 
performance received during the 
applications process can provide 
valuable informalion. Written 
comments, which may express either 
support for or opposition to the 
application, are made a part ofthe 
record in accordance with the agencies' 
procedures, and are carefully 
considered in making the agencies' 
decision. Comments should be 
supported by facts aboul the applicant's 
performance and should be as specific 
as possible in explaining the basis for 
supporting or opposing the application. 
These comments must be submitted 
within the lime limits provided under 
the agencies' procedures. 

Q2. Is an institution required to enter 
into agreements with private parties? 

AZ. No. Although communications 
between an Institution and members of 
its community may provide a valuable 
method for the institution to assess how 
best to address the credit needs of the 
community, the CRA does not require 
an Instilulion to enter into agreements 
with privale parlies. These agreements 
are nol monitored or enforced by the 
agencies. 

§ .41—Assessment Area 
Delineation 

§ .41(a) In General 

Ql. How do the agencies evaluate 
"assessment areas" under the revised 
CRA regulations compared to how they 
evaluated "local communities" that 
institutions delineated under the 
original CRA regulations? 

A l . The revised rule focuses on the 
distribution and level of an Institution's 
lending. Investments, and services 
rather than on how and why an 
institution delineated ils ""local 
community " or assessment area(s) in a 
particular manner. Therefore, the 
agencies wi l l not evaluate an 
institution's delineation of ils 
assessment area(s) as a separate 
performance criterion as they did under 
tho original regulation. Ralher, the 
agencies wi l l only review whether the 
assessment area delineated by the 
Institution complies wilh the limitations 
set forth in the regulations al 
§ .41(e). 

Q2. If an institution elects to have the 
agencies consider affiliate lending, will 
this decision affect the institution's 
assessment area(s)? 
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A2. If an institution elects to have the 
lending activities of its afnilates 
considered in the evaluation of the 
Institution's lending, the geographies in 
which the affiliate lends do nol affect 
the Institution's delineation of 
assessment arca(s). 

Q3. Can a Hnancial Institution 
identify a specific ethnic group rather 
than a geographic area as its assessment 
area? 

A3. No, assessment areas must be 
based on geography. 

§ •41(c) Geographic Area(s) for 
Institutions Other ihan Wholesale or 
Limited Purpose Institutions 

§ •41(c)(1) Generally Consist of One 
or More MSAs or One or More 
Contiguous Political Subdivisions 

Ql. Besides cities, towns, and 
counties, what other units of local 
government arc political subdivisions 
for CRA purposes? 

A l . Townships and Indian 
reservations are political subdivisions 
for CRA purposes. Institutions should 
be aware that the boundaries of 
townships and Indian reservations may 
not be consistent with the boundaries of 
the census tracts or block numbering 
areas ("geographies") In the area. In 
these cases, institutions must ensure 
that their assessment area(s) consists 
only of whole geographies by adding 
any portions ofthe geographies that lie 
outside tho political subdivision to the 
delineated assessment area(s). 

Q2. Are wards, school districts, voting 
districts, and water districts political 
subdivisions for CRA purposes? 

AZ. No. However, an Institution that 
determines that It predominantly serves 
an area that is smaller than a city, town 
or other political subdivision may 
delineate as Its assessment area the 
larger political subdivision and then, in 
accordance with § .41(d), adjust the 
boundaries of the assessment area to 
inciude only the portion of the political 
subdivision that it reasonably can be 
expected to serve. The smaller area that 
the institution delineates must consist 
of entire geographies, may not refiect 
illegal discrimination, and may nol 
arbitrarily exclude low- or moderate-
income geographies. 

§ .41(d) Adjustments to Geographic 
Area(s) 

Ql. When may an institution adjust 
the boundaries of an assessment area to 
include only a portion ofa political 
subdivision? 

A l . Institutions must Inciude whole 
geographies (i.e., census tracts or block 
numbering areas) in their assessment 
areas and generally should include 

entire political subdivisions. Because 
census tracts and block numbering areas 
are the common geographic areas used 
consistently nationwide for data 
collection, the agencies require lhat 
assessment areas be made up of whole 
geographies. If including an entire 
political subdivision would create an 
area that is larger than the area the 
institution can reasonably be expected 
to serve, an institution may, but is not 
required to, adjust the boundaries of its 
assessment area to include only portions 
of the political subdivision. For 
example, this adjustment Is appropriate 
if the assessment area would otherwise 
be extremely large, of unusual 
configuration, or divided by signincant 
geographic barriers (such as a river, 
mountain, or major highway system). 
When adjusting the boundaries of their 
assessment areas, institutions must not 
arbitrarily exclude low- or moderate-
income geographies or set boundaries 
that refiect illegal discrimination. 

§ .41(e) Limitations on Delineation 
of an Assessment Area 

§ .41(e)(3) May Not Arbitrarily 
Exclude Low- or Moderate-income 
Geographies 

Ql. How will examiners determine 
whether an institution has arbitrarily 
excluded low- or moderate-income 
geographies? 

A l . Examiners w i l l make this 
determination on a case-by-case basis 
after considering the facts relevant to 
the institution's assessment area 
delineation. Information that examiners 
w i l l consider may include: 

• Income levels in the institution's 
assessment area(s) and surrounding 
geographies; 

• Locations of branches and deposit-
taking ATMs; 

• Loan distribution in the 
Institution's assessment area(s) and 
surrounding geographies; 

• The institution's size; 
• The institution's financial 

condition; and 
• The business strategy, corporate 

structure and product offerings of the 
Institution. 

5 .41(e)(4) May Not Extend 
Substantially Beyond a CMSA Boundary 
or Beyond a State Boundary Unless 
Located in a Multistate MSA 

Ql. What are the maximum limits on 
the size of an assessment area? 

Al. An institution shall not delineate 
an assessment area extending 
substantially across the boundaries ofa 
consolidated metropolitan statistical 
area (CMSA) or the boundaries of an 
MSA, i f the MSA Is not located in a 

CMSA. Similarly, an assessment area 
may not extend substantially across 
state boundaries unless the assessment 
area is located in a multistate MSA. An 
institution may not delineate a whole 
slate as its assessment area unless the 
entire state is contained within a CMSA. 
These limitations apply to wholesale 
and limited purpose institutions as well 
as other institutions. 

An institution shall delineate separate 
assessment areas for the areas inside 
and outside a CMSA (or MSA i f the 
MSA is not located in a CMSA) if the 
area served by the institution's branches 
outside the CMSA (or MSA) extends 
substantially beyond the CMSA (or 
MSA) boundary. Similarly, the 
institution shall delineate separate 
assessment areas for the areas inside 
and outside of a state If the institution's 
branches extend substantially beyond 
the boundary of one state (unless the 
assessment area is located in a 
multistate MSA). In addition, the 
institution should also delineate 
separate assessment areas if It has 
branches in areas within the same state 
that are widely separate and not at all 
contiguous. For example, an institution 
that has its main office in New York 
City and a branch in Buffalo, New York, 
and each offlce serves only the 
immediate areas around it, should 
delineate two separate assessment areas. 

Q2. Can an institution delineate one 
assessment area that consists of an MSA 
and two large counties that abut the 
MSA but are not adjacent to each other? 

AZ. As a general rule, an institution's 
assessment area should not extend 
substantially beyond the boundary of an 
MSA if the MSA is not located in a 
CMSA. Therefore, the MSA would be a 
separate assessment area, and because 
the two abutting counties are not 
adjacent to each other and, in this 
example, extend substantially beyond 
the boundary of the MSA, the 
Institution would delineate each county 
as a separate £issessment area (so, in this 
example, there would be three 
assessment areas). However, If the MSA 
and the two counties were in the same 
CMSA, then the institution could 
delineate only one assessment area 
including them ail. 

§ .42—Data Collection, Reporting, 
and Disclosure 

Ql. When must an institution collect 
and report data under the CRA 
regulations? 

Al. All institutions except small 
institutions are subject to data collection 
and reporting requirements. A smaii 
institution is a bank or thrift that, as of 
December 31 of either of the prior two 
calendar years, had total assets of less 
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than $250 million and was Independent 
or an affiliate of a holding company 
that, as of December 31 of either of the 
prior two calendar years, had total 
banking and thrift assets of less than $1 
billion. 

For example: 

Date 
Institution's 
asset size 
($ million) 

Data collection 
required for M -
k>wing calendar 

year? 
(million) 

12/31/94 $240 No. 
12/31/95 260 No. 
12/31/96 230 No. 
12/31/97 280 No. 
12/31/98 260 Yes, beginning 

1/01/99. 

AU institutions that are subject to the 
data collection and reporting 
requirements must report the data for a 
calendar year by March 1 of the 
subsequent year. In the example, above, 
the institution would report the data 
collected for calendar year 1999 by 
March 1, 2000. 

The Board of Governors of the Federal 
Reserve System is handling the 
processing of the reports for all ofthe 
primary regulators. The reports should 
be submitted in a prescribed electronic 
format on a timely basis. The mailing 
address for submitting these reports is: 
Attention: CRA Processing. Board of 
Govemors of the Federal Reserve 
System, 1709 New York Avenue, N.W., 
5th Floor, Washington, DC 20006. 

Q2. Should an Institution develop its 
own program for data collection, or will 
the regulators require a certain format? 

AZ. An institution may use the free 
software that is provided by the FFIEC 
to reporting institutions for data 
collection and reporting or develop its 
own program. Those institutions that 
develop their own programs must 
follow the precise format for the new 
CRA data collection and reporting rules. 
This format may be obtained by 
contacting the CRA Assistance Line at 
(202) 872-7584. 

Q3. How should an institution report 
data on lines of credit? 

A3. Institutions must collect and 
report data on lines of credit in the same 
way that they provide data on loan 
originations. Lines of credit are 
considered originated at the time the 
line Is approved or increased; and an 
increase is considered a new 
origination. Generally, the ful l amount 
of the credit line is the amount that is 
considered originated. In the case of an 
increase to an existing line, the amount 
of the increase is the amount that is 
considered originated and that amount 
should be reported. 

Q4. Should renewals of lines of credit 
be reported? 

AA. No. Similar to loan renewals, 
renewals of lines of credit are not 
considered loan originations and should 
nol be reported. 

Q5. When should merging institutions 
collect data? 

A5. Three scenarios of data collection 
responsibilities for the calendar year of 
a merger and subsequent data reporting 
responsibilities are described below. 

• Two institutions are exempt from 
CRA collection and reporting 
requirements because of asset size. The 
Institutions merge. No data collection is 
required for the year in which the 
merger lakes place, regardless of the 
resulting asset size. Data collection 
would begin after two consecutive years 
In which the combined Institution had 
year-end assets of at least $250 million 
or was part of a holding company that 
had year-end banking and thrift assets of 
at least $1 billion. 

• Institution A. an institution 
required to collect and report the data, 
and Institution B, an exempt institution, 
merge. Institution A is the surviving 
institution. For the year of the merger, 
data collection is required for Institution 
A's transactions. Data collection is 
optional for the transactions of the 
previously exempt institution. For the 
following year, all transactions of the 
surviving Institution must be collected 
and reported. 

• Two Institutions that each are 
required to collect and report the data 
merge. Data collection is required for 
the entire year of the merger and for 
subsequent years so long as the 
surviving institution is not exempt The 
surviving institution may file either a 
consolidated submission or separate 
submissions for the year of the merger 
but must file a consolidated report for 
subsequent years. 

Q6. Can small institutions get a copy 
ofthe data collection software even 
though they are not required to collect 
or report data? 

A6. Yes. Any institution that is 
interested in receiving a copy of the 
software may send a written request to: 
Attn.: CRA Processing. Board of 
Govemors of the Federal Reserve 
System, 1709 New York Ave, N.W., 5th 
Fioor. Washington, DC 20006. 

They may also call the CRA 
Assistance Line at (202) 872-7584 or 
send Internet e-mall to 
CRAHELP@FRB.GOV. 

Q7. If a small institution is designated 
a wholesale or limited purpose 
institution, must it collect data that it 
would not otherwise be required to 
collect because it Is a small Institution? 

A7. No. However, small institutions 
must he prepared to identify those 
loans. Investments and services to be 
evaluated under the community 
development test. 

§ .42(a) Loan Information Required 
to be Collected and Maintained 

Ql. Must institutions collect and 
report data on all commercial loans 
under $1 million at origination? 

A l . No. Institutions that are not 
exempt fram data collection and 
reporting are required to collect and 
report only those commercial loans that 
they capture In the Call Report, 
Schedule RC-C, Part I I , and in the TFR, 
Schedule SB. Small business loans are 
defined as those whose original 
amounts are $1 mill ion or less and that 
were reported as either "Loans secured 
by nonfarm or nonresidential real 
estate" or "Commercial and Industrial 
loans" in Part I of the Call Report or 
TFR. 

Q2. Fo)- loans defined as small 
business loans, what information should 
be collected and maintained? 

AZ. Institutions that are not exempt 
from data collection and reporting are 
required i;o collect and maintain in a 
standardized, machine readable format 
information on each small business loan 
originated or purchased for each 
calendar year: 

• A unique number or alpha-numeric 
symbol that can be used to identify the 
relevant loan file; 

• The loan amount at origination; The 
loan iocai:ion; and 

• An indicator whether the loan was 
to a business with gross annual 
revenues of $1 million or less. 

• The location of the loan must be 
maintained by census tract or block 
numbering area. In addition, 
supplemental information contained in 
the file specifications Includes a date 
associateil with the origination or 
purchase and whether a loan was 
originated or purchased by an affiliate. 
The same requirements apply to small 
farm loans. 

Q3. Wii7 farm loans need to be 
segregated from business loans? 

A3. Yes. 
Q4. Sfiou/d institutions collect and 

report data on all agricultural loans 
under $500,000 at origination? 

AA. Institutions are to report those 
farm loans that they capture in the Call 
Report, Schedule RC-C, Part II and 
Schedule SB ofthe TFR. Small farm 
loans are defined as those whose 
original amounts are $500,000 or less 
and were reported as either "Loans to 
finance agricultural production and 
other loans to farmers" or "Loans 
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secured by farmland" In Part I of the 
Call Report and TFR. 

Q5. Should institutions collect and 
report data about small business and 
small farm loans that are refinanced or 
renewed? 

A5. An institution collects and reports 
information about refinancings but docs 
not collect and report Information about 
renewals. A refinancing typically 
involves the satisfaction of an existing 
obligation that is replaced by a new 
obligation undertaken by the same 
bortower. When an Institution 
refinances a loan, it is considered a new 
origination, and loan data should be 
collected and reported, if otherwise 
required. Consistent with HMDA. 
however, if under the original loan 
agreement, the institution is 
unconditionally obligated to refinance 
the loan, or Is obligated to refinance the 
loan subject to conditions within the 
borrower's control, the Institution 
would not report these events as 
originations. 

For purposes of the CRA data 
collection and reporting requirements, 
an extension of the maturity of an 
existing loan is a renewal, and is not 
considered a loan origination. 
Therefore, institutions should not 
collect and report data on loan 
renewals. 

Q6. Does a loan to the "fishing 
industry" come under the definition of 
a small farm loan? 

AG. Yes. Instructions for Part I of the 
Call Report and Schedule SB of the TFR 
include loans "made for the purpose of 
financing fisheries and forestries, 
including loans to commercial 
fishermen" as a component of the 
definition for "Loans to finance 
agricultural production and other loans 
to farmers." Part 11 of Schedule RC-C of 
the Call Report and Schedule SB of the 
TFR, which serve as the basis ofthe 
definition for small business and small 
farm loans in the revised regulation, 
capture both "Loans to finance 
agricultural production and other loans 
to farmers" and "Loans secured by 
farmland." 

Q7. How should an institution report 
a home equity line of credit, part of 
which is for home improvement 
purposes, but the predominant part of 
which is for small business purposes? 

A l . The institution has the option of 
reporting the portion of the home equity 
line that is for home Improvement 
purposes under HMDA. That portion of 
the loan would then be considered 
when examiners evaluale home 
mortgage lending. If the line meets the 
regulatory definition of a "community 
development loan," the Institution 
should collect and report Information 

on the entire line as a community 
development loan. If the line does not 
qualify as a communily development 
loan, the Institution has the option of 
collecting and maintaining (but not 
reporting) the entire line of credit as 
"Other Secured Lines/Loans for 

Purposes of Small Business." 
Q8. Wfien collecting small business 

and small farm data for CRA purposes, 
may an institution collect and report 
information about loans to small 
businesses and small farms located 
outside the United States? 

A8. At an institution's option, it may 
collect data about small business and 
small farm loans located outside the 
United States; however, it cannot report 
this data because the CRA data 
collection software w i l l not accept data 
concerning loan locations outside the 
United States. 

Q9. Is an institution that has no small 
farm or small business loans required to 
report under CRA? 

A9. Each institution subject to data 
reporting requirements must, at a 
minimum, submit a trcinsmlttai sheet, 
definition of its assessment area(s), and 
a record of its community development 
loans. If the Institution does not have 
community development loans to 
report, the record should be sent with 
"0" in the community development 
loan composite data fields. An 
institution that has not purchased or 
originated any small business or small 
farm loans during the reporting period 
would not submit the composite loan 
records for small business or small farm 
loans. 

QIC. How should an Institution 
collect and report the location ofa loan 
made to a small business or farm ifthe 
borrower provides an address that 
consists ofa post ofHce box number or 
a rural route and box number? 

AlO. Prudent banking practices 
dictate that an institution know the 
location of Its customers and loan 
collateral. Therefore, institutions 
typically w i l l know the actual location 
of their borrowers or loan collateral 
beyond an address consisting only ofa 
post office box. 

Many borrowers have street addresses 
in addition to post office box numbers 
or rural route and box numbers. 
Institutions should ask their bonowers 
to provide the street address of the main 
business facility or farm or the location 
where the loan proceeds otherwise w i l l 
be applied. Moreover, in many cases in 
which the borrower's address consists 
only of a rural route number or post 
office box, the institution knows the 
location (i.e., the census tract or block 
numbering area) of the borrower or loan 
collateral. Once the institution has this 

information available, it should assign a 
census tract or block numbering cirea to 
lhat location (geocode) and report that 
information as required under the 
regulation. 

For loars originated or purchased in 
1998 or later, if the Institution cannot 
determine the borrower's street address, 
and does not know the census tract or 
block numbering area, the institution 
should report the borrower's state, 
county, MSA, if applicable, and "NA," 
for "not available," in lieu ofa census 
tract or block numbering area code. 

§ . 42(.a) (2) Loan Amount at 
Origination 

Ql. When an institution purchases a 
small business or small farm loan, 
which amount should the institution 
collect and report—tfie original amount 
ofthe loan or the amount at purchase? 

A l . Whiin collecting and reporting 
information on purchased small 
business and small farm loans, an 
institution collects and reports the 
amount of the loan at origination, not at 
the time of purchase. This is consistent 
with the Call Report's and TFR's use of 
the "original amount ofthe loan" to 
determine whether a loan should be 
reported as a "loan to a small business" 
or a "loan to a small farm" and in which 
loan size category a loan should be 
reported. When assessing the volume of 
small business and small farm loan 
purchases for purposes of evaluating 
lending test performance under CRA. 
however, examiners w i l l evaluate an 
Institution's activity based on the 
amounts a t purchase. 

Q2. How should an Institution collect 
data about multiple loan originations to 
the same business? 

AZ. If an institution makes multiple 
originations to the same business, the 
loans shoiild be collected and reported 
as separate originations rather than 
comlDlned and reported as they are on 
the Call Report or TFR. which reflect 
loans outstanding, rather than 
originations. However, if institutions 
make multiple originations to the same 
business solely to inflate artificially the 
number or volume of loans evaluated for 
CRA lending performance, the agencies 
may comtdne these loans for purposes 
of evaluation under the CRA. 

Q3. Hoiv should an institution collect 
data pertaining to credit cards issued to 
small businesses? 

A3. If an institution agrees to issue 
credit cards to a business" employees, 
all of the credit card lines opened on a 
particular date for that single business 
should be reported as one small 
business loan origination rather than 
reporting each Individual credit card 
line, assuming the criteria in the "small 
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business loan" dennitlon in the 
regulation are met The credit card 
program's "amount al origination" is the 
sum of all ofthe employee/business 
credit cards" credit limits opened on a 
particular date. If subsequently issued 
credit cards increase the small business 
credit line, the added amount is 
reported as a new origination. 

§ •42(a)(3) The Loan Location 

Ql. Which location should an 
Institution record if a small business 
loan's proceeds arc used In a variety of 
locations? 

A l . The institution should record the 
loan location by either the location of 
the business headquarters or the 
location where the greatest portion of 
the proceeds are applied, as Indicated 
by the borrower. 

§ .42(a)(4) Indicator of Gross 
Annual Revenue 

Ql. When indicating whether a small 
business borrower had gross annual 
revenues of SI million or less, upon 
what revenues should an institution 
rely? 

A l . Generally, an institution should 
rely on the revenues that it considered 
in making its credit decision. For 
example. In the case of affiliated 
businesses, such as a parent corporation 
and its subsidiary, if the Institution 
considered the revenues ofthe entity's 
parent or a subsidiary corporation of the 
parent as well, then the institution 
would aggregate the revenues of both 
corporations to determine whether the 
revenues are $1 million or less. 
Alternatively, if the institution 
considered the revenues of only the 
entity to which the loan is actually 
extended, the institution should rely 
solely upon whether gross annual 
revenues are above or below $1 million 
for that entity. However, if the 
institution considered and roiled on 
revenues or Income ofa cosigner or 
guarantor that Is nol an ciffillate of the 
borrower, the institution should not 
adjust the bonower's revenues for 
reporting purposes. 

Q2. If an institution that is not exempt 
from data collection and reporting does 
not request or consider revenue 
information to make the credit decision 
regarding a small business or small farm 
loan, must the institution collect 
revenue information in connection with 
that loan? 

AZ. No. In those instances, the 
institution should enter the code 
indicating "revenues not known" on the 
individual loan portion of the data 
collection software or on an Intemally 
developed system, Losins for which the 
institution did not collect revenue 

information may not be included in the 
loans to businesses and farms with gross 
annual revenues of $1 million or less 
when reporting this data. 

Q3. Wfiat gross revenue sfiou/d an 
institution use In determining the gross 
annual revenue ofa start-up business? 

A3. The institution should use the 
actual gross annual revenue to date 
(including $0 i f the new business has 
had no revenue to date). Although a 
start-up business w i l l provide the 
Institution with pro forma projected 
revenue figures, these figures may not 
accurately refiect actual gross revenue. 

Q4: When collecting and reporting the 
gross annual revenue of small business 
or farm borrowers, do institutions 
collect and report the gross annual 
revenue or the adjusted gross annual 
revenue of its borrowers? 

AA: Institutions collect and report the 
gross annual revenue, rather than the 
adjusted gross annual revenue, of thoir 
small business or farm borrowers. The 
purpose of this data collection is to 
enable examiners and the public to 
judge whether the institution is lending 
to small businesses and farms or 
whether It is only making small loans to 
larger businesses and farms. 

The regulation does not require 
Institutions to request or consider 
revenue information when making a 
loan; however, if institutions do gather 
this information from their borrowers, 
the agencies expect them to collect and 
report the borrowers' gross annual 
revenue for purposes of CRA. The CRA 
regulations similarly do not require 
institutions to verify revenue amounts; 
thus, institutions may rely on the gross 
annual revenue amount provided by 
borrowers in the ordinary course of 
business. If an institution does not 
collect gross annual revenue 
information for its small business and 
small farm borrowers, the institution 
would not indicate on the CRA data 
collection software that the gross annual 
revenues ofthe borrower are $1 million 
or less. (See Q&A2 regarding 
§ .42(a)(4).) 

§ .42(b) Loan Information Required 
to be Reported 

§ .42(b)(1) Small Business and 
Small Farm Loan Data 

Q1. For small business and small 
farm loan information that is collected 
and maintained, what data should be 
reported? 

A l . Each institution that is not 
exempt from data collection and 
reporting is required to report in 
machine-readable form annually by 
March 1 the following information, 
aggregated for each census tract or block 

numbering area in which the institution 
originated or purchased at least one 
small business or small farm loan 
during the prior year: 

• The number and amount of loans 
originated or purchased with original 
amounts of $100,000 or less; 

• The number and amount of loans 
originated or purchased with original 
amounts of more than $100,000 but less 
than or equal to $250,000; 

• The number and amount of loans 
originated or purchased with original 
amounts of more than $250,000 but not 
more than $1 million, as to small 
business loans, or $500,000, as to small 
farm loans; and 

• To th(! extent that Information is 
available, the number and amount of 
loans to businesses and farms with gross 
annual rev enues of $1 million or less 
(using the revenues the institution 
considered in making its credit 
decision). 

5 .42(11) (2) Community Development 
Loan Data 

Ql. What information about 
community development loans must 
institutions report? 

A l . Institutions subject to data 
reporting requirements must report the 
aggregate number and amount of 
community development loans 
originated and purchased during the 
prior calendar year. 

Q2. If a loan meets the definition of 
a home mortgage, small business, or 
small farm loan AND quallHes as a 
communily development loan, where 
should it be reported? Can FHA. VA and 
SBA loans be reported as community 
development loans? 

AZ. Except for multifamily affordable 
housing loans, which may be reported 
by retail institutions both under HMDA 
as home mortgage loans and as 
community development loans, in order 
to avoid double counting, retail 
institutions must report loans that meet 
the deflnidons of home mortgage, small 
business, or small farm loans only in 
those respective categories even if they 
also meet the definition of community 
development loans. As a practical 
matter, this is not a disadvantage for 
retail institutions because any affordable 
housing mortgage, small business, small 
farm or consumer loan that would 
otherwise meet the definition of a 
community development loan w i l l be 
considereiJ elsewhere in the lending 
test. Any of these types of loans that 
occur outi;lde the institution's 
assessmerit area can receive 
consideration under the borrower 
characteristic criteria of the lending test. 
See Q&A4 under § .22(b)(2) & (3). 
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Limited purpose and wholesale 
institutions also must report loans that 
meet the definitions of home mortgage, 
small buslne.ss, or small farm loans in 
those respective categories; however, 
they must also report any loans from 
those categories that meet the regulatory 
definition of "community development 
loans" as community development 
loans. There is no double counting 
because wholesale and limited purpose 
institutions are not subject to the 
lending test and, therefore, are not 
evaluated on their level and distribution 
of home mortgage, small business, small 
farm and consumer loans. 

Q3. Wfien tfie primary purpose of a 
loan is to finance an affordable housing 
project for low-or moderate-income 
individuals, but, for example, only 40% 
ofthe units in question will actually be 
occupied by individuals or families with 
low or moderate Incomes, should the 
entire loan amount be reported as a 
community development loan? 

A3. Yes. As long as the primary 
purpose of the loan is a community 
development purpose, the fu l l amount 
of the institution's loan should be 
included in its reporting of aggregate 
amounts of community development 
lending. However, as noted in Q&Al 
addressing § .22(b) (4), examiners 
may make qualitative distinctions 
among community development loans 
on the basis of the extent to which the 
loan advances the community 
development purpose. 

§ . 42(b) (3) Home Mortgage Loans 

Ql. Must Institutions that are not 
required to collect home mortgage loan 
data by the HMDA collect home 
mortgage loan data for purposes of the 
CRA? 

A l . No. If an institution is not 
required to collect home mortgage loan 
data by the HMDA, the institution need 
not collect home mortgage loan data 
under the CRA. Examiners w i l l sample 
these loans to evaluate the institution's 
home mortgage lending. If an institution 
wants to ensure lhat examiners consider 
all of its home mortgage loans, the 
institution may collect and maintain 
data on these loans. 

§ .42(c) Optional Data Collection 
and Maintenance 

§ .42(c)(1) Consumer Loans 

QI. What are the data requirements 
regarding consumer loans? 

A l . There are no data reporting 
requirements for consumer loans. 
Institutions may, however, opt to collect 
and maintain data on consumer loans. If 
an Institution chooses to collect 
information on consumer loans. It may 

collect data for one or more of the 
following categories of consumer loans: 
motor vehicle, credit card, home equity, 
other secured, and other unsecured. If 
an institution collects data for loans in 
a certain category, it must collect data 
for all loans originated or purchased 
within that category. The institution 
must maintain these data separately for 
each category for which it chooses to 
collect data. The data collected and 
maintained should include for each 
loan: 

• A unique number or alpha-numeric 
symbol that can be used to Idcnlify the 
relevant loan file; 

• The loan amount at origination or 
purchase; 

• The loan location; and 
• The gross annual Income of the 

bortower that the Institution considered 
in making its credit decision. 

Generally, guidance given with 
respect to data collection of small 
business and small farm loans, 
including, for example, guidance 
regarding collecting loan location data, 
and whether to collect data in 
connection with refinanced or renewed 
loans, w i l l also apply to consumer 
loans. 

§ .42(c) (l)(iv) Income of Borrower 

Ql. If an institution does not consider 
income when making an underwriting 
decision in connection with a consumer 
loan, must it collect income 
information? 

A l . No. Further, i f the institution 
routinely collects, but does not verify, a 
borrower's Income when making a 
credit decision, it need not verify the 
income for purposes of data 
maintenance. 

Q2. Mayan institution list "0" In the 
income Held on consumer loans made 
to employees when collecting data for 
CRA purposes as the Institution would 
be permitted to do under HMDA? 

AZ. Yes. 
Q3. Wfien collecting the gross annual 

income of consumer borrowers, do 
institutions collect the gross annual 
income or the adjusted gross annual 
income ofthe borrowers? 

A3. Institutions collect the gross 
annual Income, rather than the adjusted 
gross annual income, of consumer 
borrowers. The purpose of income data 
collection in connection with consumer 
loans Is to enable examiners to 
determine the distribution, parlicularly 
in the institution's assessment area(s), of 
the institution's consumer loans, based 
on borrower characteristics, including 
the number and amount of consumer 
loans to low-, moderate-, middle-, and 
upper-Income borrowers, as determined 
on the basis of gross annual income. 

The regulation does not require 
institutic ns to request or consider 
Income Information when making a 
loan; however. If institutions do gather 
this information from their borrowers, 
the agencies expect them to collect the 
borrowers' gross annual income for 
purposes of CRA. The CRA regulations 
similarly do not require institutions to 
verify income amounts; thus, 
institutions may rely on the gross 
annual income amount provided by 
borrowers in the ordinary course of 
business. 

§ . 42 (c) (2) Other Loan Data 

Ql. Schedule RC-C, Part ll ofthe Call 
Report and schedule SB of the TFR do 
not allow Hnancial institutions to report 
loans for commercial and industrial 
purposes that are secured by residential 
real estate. Loans extended to small 
businesses with gross annual revenues 
ofSl million or less may, however, be 
secured by residential real estate. Is 
there a way to collect this information 
on the software to supplement an 
institution's small business lending data 
at the time of examination? 

A l . Yes. If these loans promote 
communi ty development, as defined in 
the regulation, the institution should 
collect and report information about 
these loans as community development 
loans. Otiierwise, at an institution's 
option, it may collect and maintain data 
concerning loans, purchases, and lines 
of credit extended to small businesses 
and secuied by residential real estate for 
consideration in the CRA evaluation of 
its small business lending. To facilitate 
this optional data collection, the 
software idistributed free-of-charge by 
the FFIEC provides that an institution 
may collect this Information to 
suppiem(:nt Its small business lending 
data by choosing loan type, "Other 
Secured Lines/Loans for Purposes of 
Small Business," in the individual loan 
data. (The title of the loan type, "Other 
Secured Lines of Credit for Purposes of 
Small Business," which was found in 
the instructions accompanying the 1996 
data collection software, is being 
changed to "Other Secured Lines/Loans 
for Purposes of Small Business" in order 
to accurately reflect that lines of credit 
and loans may be reported under this 
loan type ) This information should be 
maintained at the institution but should 
not be submitted for central reporting 
purposes. 

Q2. Must an institution collect data 
on loan commitments and letters of 
credit? 

AZ. No. Institutions are not required 
to collect data on loan commitments 
and letters of credit. Institutions may. 
however, provide for examiner 
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consideration information on letters of 
credit and commitments. 

Q3. Are commercial and consumer 
leases considered loans for purposes of 
CRA data collection? 

A3. Commercial and consumer leases 
are not considered small business or 
small farm loans or consumer loans for 
purposes of the data collection 
requirements in 12 CFR § .42(a) & 
(c)(1). However, if an Institution wishes 
to collect and maintain data about 
leases, the Institution may provide this 
data to examiners as "other loan data" 
under 12 CFR § .42(c)(2) for 
consideration under the lending test. 

§ .42(d) Data on affiliate lending 

Ql. If an institution elects to have an 
affiliate's home mortgage lending 
considered in its CRA evaluation, what 
data must the institution make available 
to examiners? 

A l . If the affiliate is a HMDA reporter, 
the institution must identify those loans 
reported by its affiliate under 12 CFR 
part 203 (Regulation C, Implementing 
HMDA). A l Its option, the inslltution 
may either provide examiners with the 
affiliate's entire HMDA Disclosure 
Statement or just those portions 
covering the loans in its assessment 
area(s) that it is electing to consider. If 
the affiliate Is not required by HMDA to 
report home mortgage loans, the 
Institution must provide sufficient data 
concerning the affiliate's home mortgage 
loans for the examiners to apply the 
performance tests. 

§ .43—Content and Availability of 
Public File 

§ .43(a) Information Available to the 
Public 

§ .43(a)(1) Public Comments 

Ql. What happens to comments 
received by the agencies? 

A l . Comments received by a Federal 
financial supervisory agency w i l l be on 
file at the agency for use by examiners. 
Those comments are also available to 
the public unless they are exempt from 
disclosure under the Freedom of 
Information Act. 

Q2. Is an institution required to 
respond to public comments? 

AZ. No. Al l institutions should review 
comments and complaints carefully to 
determine whether any response or 
other action is warranted. A small 
institution subject to the small 
institution performance standards Is 
specifically evaluated on its record of 
taking action, if warranted. In response 
to written complaints about Its 
performance in helping to meet the 
credit needs in Its assessment area(s) 
(§ .26(a)(5)). For all institutions. 

responding to comments may help to 
foster a dialogue with members ofthe 
communily or to present relevant 
information to an institution's Federal 
financial supervisory agency. If an 
institution responds In writing to a 
letter in the public file, the response 
must also be placed in that file, unless 
the response reflects adversely on any 
person or placing it in the public file 
violates a law. 

Q3. May an institution include a 
response to its CRA Performance 
Evaluation in its public Hie? 

A3. Yes. However, the format and 
content of the evaluation, as transmitted 
by the supervisory agency, may not be 
altered or abridged in any manner. In 
addition, an institution that received a 
less than satisfactory rating during its 
most recent examination must inciude 
in its public file a description of Its 
current efforts to improve its 
performance in helping to meet the 
credit needs of its entire community. 
The institution must update the 
description on a quarterly basis. 

§ .43(b) Additional Information 
Available to the Public 

§ . 43(b) (1) Institutions Other Than 
Small Institutions 

Ql. Must an institution that elects to 
have affiliate lending considered 
include data on this lending in its 
public file? 

A l . Yes. The lending data to be 
contained in an institution's public file 
covers the lending ofthe Institution's 
affiliates, as well as of the institution 
itself, considered in the assessment of 
the institution's CRA performance. An 
institution that has elected to have 
mortgage loans of an affiliate considered 
must inciude either the affiliate's 
HMDA Disclosure Statements for the 
two prior years or the parts of the 
Disclosure Statements that relate to the 
institution's assessment area(s), at the 
Institution's option. 

Q2. May an institution retain the 
compact disc provided by the Federal 
Financial Institution Examination 
Council that contains its CRA 
Disclosure Statement in its public Hie, 
rather than printing a hard copy of the 
CRA Disclosure Statement for retention 
in its public Hie? 

AZ. Yes, if the institution can readily 
print out from the compact disc (or a 
duplicate of the compact disc) its CRA 
Disclosure Statement for a consumer 
when the public file is requested. If the 
request is at a branch other than the 
main office or the one designated 
branch in each sute that holds the 
complete public file, the bank should 
provide the CRA Disclosure Statement 

In a paper copy, or in another format 
acceptable to the requestor, within 5 
calendar days, as required by 
§ .43(c)(2)(li). 

§ .43(c) Location of Public 
Information 

Ql. Wfiat is an institution's "main 
office"? 

A l . An Institution's main office is the 
main, home, or principal office as 
designated in its charter. 

§ .44—Public Notice by Institutions 

Q1. Are there any placement or size 
requirements for an institution's public 
notice? 

A l . The notice must be placed in the 
institution's public lobby, but the size 
and placement may vary. The notice 
should be placed in a location and be of 
a sufficient size that customers can 
easily see and read it. 

§ .45—Publication of Planned 
Examination Schedule 

Ql. Where will the agencies publish 
the planned examination schedule for 
the upcoming calendar quarter? 

A l . The agencies may use the Federal 
Register, a press release, the Internet, or 
other existing agency publications for 
disseminating the list of the institutions 
scheduled to for CRA examinations 
during the upcoming calendar quarter. 
Interested parties should contact the 
appropriate Federal financial 
suf)ervisory agency for information on 
how the agency is publishing the 
planned examination schedule. 

Q2. Is inclusion on the list of 
institutions that are scheduled to 
undergo CRA examinations in the next 
calendar quarter determinative of 
whether an institution will be examined 
in that quarter? 

AZ. No. The agencies attempt to 
determine as accurately as possible 
which institutions w i l l be examined 
during the upcoming calendar quarter. 
However, whether an institution's name 
appears on the published list does not 
conclusively determine whether the 
institution wi l l be examined during that 
quarter. The agencies may need to defer 
a planned examination or conduct an 
unforeseen examination because of 
scheduling difncuities or other 
circumstances. 

Appendix A to Part —Ratings 

QI. Must an institution's performance 
Ht each aspect ofa particular rating 
profile in order to receive that rating? 

A l . No. Exceptionally strong 
p>erformance in some aspects of a 
particular rating profile may 
compensate for weak performance in 
others. For example, a retail Institution 
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that uses non-branch delivery systems 
to obtain deposits and to deliver loans 
may have almost all of its loans outside 
the Instilulion's assessment area. 
Assume lhat an examiner, after 
consideration of performance context 
and other applicable regulatory criteria, 
concludes that the Institution has weak 
performance under the lending test 
criteria applicable lo lending activity, 
geographic distribution, and borrower 
characteristics within the assessment 
area. The Institution may compensate 
for such weak [x;rformance by 
exceptionally strong performance in 
community development lending In Its 
assessment area or a broader statewide 
or regional area that includes its 
assessment area. 

Appendix B to Part —CRA Notice 

Ql. What agency Information should 
be added to the CRA notice form? 

A l . The following information should 
be added to the form: 

OCC-supervised institutions only: The 
address of the deputy comptroller of the 
district In which the institution is 
located should be Inserted in the 
appropriate blank. These addresses can 
be found at 12 CFR 4.5(a). 

OCC-, FDIC; and Board-supervised 
institutions: "Officer in Charge of 
Supervision" is the title of the 
responsible official at the appropriate 
Federal Reserve Bank. 

Appendix A—Regional Offices of Che Bureau 
of the Census 

To obtain median family Income levels of 
census tracts, MSAs, block numbering areas 
and statewide nonmetropolitan areas, contact 
the appropriate regional office of the Bureau 
of the Census as Indicated below. The list 
shows the states covered by each regional 
office. 

Atlanta 

(404) 730-3833 

Alabama, Florida, Georgia 

Boston 
(617) 424-0510 

Connecticut, Maine. Massachusetts, New 
Hampshire, Rhode Island, Vermont 

Charlotte 

(704) 344-6144 

District of Columbia, Kentucky, North 
Carolina, Soulh Carolina. Tennessee, 
Virginia 

Chicago 

(708) 562-1740 

Illinois. Indiana. Wisconsin 

Dallas 
(214) 640-4470 or (800) 835-9752 

Louisiana, Mississippi, Texas 

Denver 
(303) 969-7750 

Arizona, Colorado, Nebraska, New Mexico, 
North Dakota, South Dakota, Utah, Wyoming 

Detroit 

(313) 259-1875 

Michigan, Ohio, West Virginia 

Kansas City 
(913) 551-6711 

Arkansas, Iowa, Kansas, Minnesota, 
Missouri. Oklahoma 

Los Angeles 

(818) 904-6339 

California 

New York 

(212) 264-4730 

New YorA, Puerto Rico 

Philadelphia 
(215) 597-8313 or (215) 597-8312 

Delaware. Maryland. New Jersey, 
Pennsylvania 

Seattle 
(206) 728-5314 

Alaska, Hawaii. Idaho. Montana. Nevada, 
Oregon, Washington 

End of Text of the Interagency 
Questions and Answers 

Dated: April 27, 1999. 
Keith J. Todd. 
Executive Secretary. Federal Financial 
Institutions Examination Council. 
[FR Doc. 99-10841 Filed 4-30-99; 8:45 am] 
BIIXINQ CODE M10-33-P; B210-01-P; e714-01-P; 
6720-01-P 

FEDERAL RESERVE SYSTEIM 

Change in Banlc Control Notices; 
Acquisitions of Shares of Banks or 
Bank Holding Companies 

The notlficants listed below have 
applied under the Change in Bank 
Control Act (12 U.S.C. 1817(j)) and § 
225.41 ofthe Board's Regulation Y (12 
CFR 225.41) to acquire a bank or bank 
holding company. The factors that are 
considered in acting on the notices arc 
set forth in paragraph 7 ofthe Act (12 
U.S.C. 1817(j)(7)). 

The notices are available for 
Immediate Inspection al the Federal 
Reserve Bank indicated. The notices 
also w i l l be available for Inspection at 
the offices of the Board of Govemors. 
Interested persons may express their 
views in writing to the Reserve Bank 
Indicated for that notice or to the offices 
of the Board of Governors. Comments 

must be received not later than May 18, 
1999. 

A. Federal Reserve Bank of Chicago 
(Philip Jackson, Applications Officer) 
230 South LaSalle Street, Chicago, 
Illinois 60690-1413: 

I . Edward Salomon. Chicago, Illinois 
and Salvatore Scamblatterra (also 
known as Sam Scott), Park Ridge, 
Illinois, Individually and as voting 
trustees of shares In a voting trust), to 
acquire additional voting shares of 
Greater Chicago Financial Corp., 
Chicago, Illinois, and thereby indirectly 
acquire Austin Bank of Chicago, 
Chicago, Illinois. 

Board of Governors of the Federal Reserve 
System, April 28, 1999. 
Robert deV. Frierson, 
Associate Secretary ofthe Board. 
[FR Doc. 99-11033 Filed 4-30-99; 8:45 amj 
BILLINQ CODE 6210-01-F 

FEDERAL RESERVE SYSTEM 

Formations of, Acquisitions by, and 
Mergers of Bank Holding Companies 

The companies listed in this notice 
have applied to the Board for approval, 
pursuant to the Bank Holding Company 
Act of 1956 (12 U.S.C. 1841 etseq.) 
(BHC Act). Regulation Y (12 CFR Part 
225), and all other applicable statutes 
and regulations lo become a bank 
holding company and/or to acquire the 
assets or the ownership of, control of, or 
the power to vote shares of a bank or 
bank holding company and all ofthe 
banks and nonbanking companies 
owned by the bank holding company, 
including the companies listed below. 

The applications listed below, as well 
as other related filings required by the 
Board, are available for immediate 
Inspection at the Federal Reserve Bank 
Indicated. The application also w i l l be 
available for Inspection at the offlces of 
the Board of Govemors. Interested 
persons may express their views in 
writing on the standards enumerated in 
the BHC Act (12 U.S.C. 1842(c)). I f the 
proposal also Involves the acquisition of 
a nonbanking company, the review also 
includes whether the acquisition of the 
nonbctnking company complies with the 
standards in section 4 of the BHC Act. 
Unless otherwise noted, nonbanking 
activities w i l l be conducted throughout 
tho United Slales. 

Unless otherwise noted, comments 
regarding each of these applications 
must be received at the Reserve Bank 
Indicated or the offices of the Board of 
Govemors not later than May 28, 1999. 

A. Federal Reserve Bank of Atlanta 
(Lois Berthaume, Vice President) 104 
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REMARKS BY THE PRESIDENT 
ON FINANCIAL PRIVACY AND CONSUMER PROTECTION 

P r e s i d e n t i a l H a l l 

2:54 P.M. EDT 

THE PRESIDENT: Thank you very much, Mari. I j u s t wish 
we could have found someone w i t h a l i t t l e energy t o make t h i s 
p r e s e n t a t i o n . (Laughter.) 

H i l l a r y and I are r e a l l y d e l i g h t e d to have a l l of you 
here, and d e l i g h t e d t o be par t of t h i s announcment today, because 
i t ' s so important. And I would l i k e t o say a special word of 



a p p r e c i a t i o n t o Secretary Rubin. You know, most people t h i n k of 
a Treasury Secretary as someone who's out there t r y i n g t o keep 
the economy going, and he's done a reasonable job of t h a t , I 
t h i n k . (Laughter.) And they t h i n k of Bob Rubin as t h i s s o r t of 
b i g . Wall Street-type b r i l l i a n t person. 

But one of the reasons t h a t I wanted him t o come and 
work here i s t h a t he a c t u a l l y understands how b i g economic 
decisions a f f e c t i n d i v i d u a l people at a l l l e v e l s of income and 
a l l d i f f e r e n t circumstances i n l i f e . And I t h i n k i t ' s a good 
t h i n g f o r a country to have a Treasury Secretary t h a t understands 
the b i g issues, and then cares about how they impact i n d i v i d u a l 
c i t i z e n s . And I'm very g r a t e f u l f o r t h a t . (Applause.) 

I want t o thank Senator Bryan and Congressmen Bentsen, 
Gonzalez, In s l e e , Kanjorski, Markey, Lee, Roybal-Allard, and 
Waters f o r being here -- and Senator Sarbanes, who can't be here, 
and Congressman LaFalce, who's done so much on t h i s , who i s here 
today. And I thank Chairman L e v i t t , Chairman P i t o f s k y , 
Commissioner Thompson, Assistant Attorney General Jim Robinson. 

Before I get i n t o the substance of our proposals today, 
I would l i k e t o say j u s t a few words about the t e r r i b l e tornado 
devastation i n Oklahoma and Kansas, which I'm sure a l l of you 
have seen the repo r t s of, and perhaps even the g r i p p i n g p i c t u r e s 
of . 

Some of the most powerful tornadoes ever recorded swept 
through these states l a s t n i g h t . At l e a s t 45 people are dead, 
and the wreckage i s s t i l l being examined. Whole communities have 
been l e v e l e d . Homes and possessions have been turned i n t o 
s p l i n t e r s and rubble. 

I have already spoken w i t h the governor of Oklahoma, 
Frank Keating, t o t e l l him t h a t I've declared Oklahoma a f e d e r a l 
d i s a s t e r area, and we have j u s t completed a s i m i l a r d e c l a r a t i o n 
f o r the s t a t e of Kansas, and I look forward t o t a l k i n g t o 
Governor Graves l a t e r today. I had a good t a l k w i t h James Lee 
W i t t , our FEMA d i r e c t o r -- who i s now i n Oklahoma, w i t h Buddy 
Young, h i s r e g i o n a l d i r e c t o r -- and they are working on what we 
can do t o provide a l l the necessary support f o r people. 

We have to make sure everyone's accounted f o r and t h a t 
the beginning cleanup can s t a r t . Local and s t a t e o f f i c i a l s , f i r e 
and p o l i c e , emergency services. National Guard personnel have 
already worked through the n i g h t , and are doing a t e r r i f i c job of 
deal i n g w i t h an i n c r e d i b l y d i f f i c u l t s i t u a t i o n . We're here 
t a l k i n g about how people f e e l when something has been s t o l e n from 
them. A l o t of our f e l l o w Americans have had everything taken 
from them i n those two st a t e s , and I know t h a t they w i l l be i n 
your prayers. 

The people of Oklahoma C i t y , i n p a r t i c u l a r , have 
s u f f e r e d too much devastation i n recent years, and they've been 



h i t very, very hard by t h i s . So w e ' l l have more t o say 
about t h a t i n the days ahead. 

I would l i k e t o j u s t put t h i s issue b r i e f l y i n t o 
h i s t o r i c a l perspective, to emphasize the importance t h a t I f e e l 
the e n t i r e Congress, without regard t o par t y , should a t t a c h t o 
t h i s matter. 

We've been at t h i s experiment i n Government f o r 223 
years now. We s t a r t e d w i t h a C o n s t i t u t i o n t h a t was rooted i n 
c e r t a i n basic values and w r i t t e n by some i n c r e d i b l y b r i l l i a n t 
people who understood th a t times would change, and t h a t 
d e f i n i t i o n s of fundamental things l i k e l i b e r t y and p r i v a c y would 
change, and t h a t circumstances would re q u i r e people t o r i s e t o 
the challenges of each new era by applying the o l d values i n 
p r a c t i c a l ways. 

This happened at the dawn of the 20th Century. Mari 
mentioned J u s t i c e Brandeis. He said, when we change from being 
an a g r i c u l t u r a l t o an i n d u s t r i a l s o c i e t y t h a t laws b u i l t under 
simpler c o n d i t i o n s of l i v i n g could not handle the complex 
r e l a t i o n s of the modern i n d u s t r i a l world. 

He and the leaders of the Progressive movement, about 
100 years ago, t h e r e f o r e , fought t o adapt our i n s t i t u t i o n s t o new 
markets -- t o update v i t a l p r o t e c t i o n s f o r our c i t i z e n s , t o 
uphold the r i g h t t o privacy, which Brandeis said was the r i g h t 
most valued by c i v i l i z e d men. 

Now, t h a t ' s what's happening today; we're i n the midst 
of another vast economic transformation. Once again, the laws 
t h a t govern dynamic markets -- markets so dynamic they could not 
have been imagined 200 years ago -- are out of date. 

I j u s t read -- j u s t p a r e n t h e t i c a l l y -- I read yesterday 
a quote t h a t said t h a t 60 years ago, the p r i c e s i n London f o r 
most basic commodities were the same th a t they were i n 1660, 
before the outbreak of the great London f i r e . I n the l a s t 60 
years, most of us have seen pr i c e s go up a thousand-fold. Thank 
goodness i t hasn't happened i n the l a s t s i x years, we're --
(laughter) -- maybe i n a d i f f e r e n t t h i n g . 

But the pace of change i s very d i f f e r e n t -- not j u s t 
the nature of change, but the very pace of i t . So once again, we 
have t o respond, applying our oldest values i n p r a c t i c a l ways 
th a t allow them to be preserved and enhanced i n modern times. 

We a l l know tha t technology and competition have 
r e v o l u t i o n i z e d the f i n a n c i a l services i n d u s t r y . I t h i n k most of 
us be l i e v e t h a t , by and large, these changes have been very good. 

But many people, as you've heard, don't have the 
knowledge t o p r o p e r l y evaluate what i s t r u l y a d i z z y i n g array of 
options. Some are f a l l i n g v i c t i m t o new abusive p r a c t i c e s . 



Others are being l e f t out of the f i n a n c i a l marketplace 
a l t o g e t h e r . 

That i s why today I am proud to announce our new 
F i n a n c i a l Privacy and Consumer Pr o t e c t i o n I n i t i a t i v e , t o give a l l 
Americans both the t o o l s and the confidence they need t o f u l l y 
p a r t i c i p a t e i n a t h r i v i n g but h i g h l y complex 21st century 
economy. 

This i n i t i a t i v e i s based on f i v e key p r i n c i p l e s , and i t 
draws on several important proposals developed by the members of 
Congress who are here today, and some who are not, whom H i l l a r y 
mentioned. 

The f i r s t , c l e a r l y , i s t h a t we have t o do more t o 
p r o t e c t every American's f i n a n c i a l privacy. The Vice President 
le d our e f f o r t s to i d e n t i f y areas where p r i v a c y i s at r i s k , and 
f i n a n c i a l areas came up over and over and over again as a matter 
of great concern. 

The t e c h n o l o g i c a l r e v o l u t i o n now makes i t easier than 
ever f o r people to mine your p r i v a t e , f i n a n c i a l data f o r t h e i r 
p r o f i t . While some of your p r i v a t e f i n a n c i a l i n f o r m a t i o n i s 
p r o t e c t e d under e x i s t i n g f e d e r a l law, your bank or broker or 
insurance company could s t i l l share w i t h a f f i l i a t e d f i r m s 
i n f o r m a t i o n on what you buy w i t h checks and c r e d i t cards -- or 
s e l l t h i s i n f o r m a t i o n to the highest bidder. This law, t o put i t 
m i l d l y , i s outdated and should be changed -- t o give you the 
r i g h t t o c o n t r o l your f i n a n c i a l i n f o r m a t i o n , t o l e t you decide 
whether you want t o share p r i v a t e i n f o r m a t i o n w i t h anyone else. 
I look forward t o working w i t h members i n the House and the 
Senate on t h i s issue. 

To enhance f i n a n c i a l privacy, we must also p r o t e c t the 
s a n c t i t y of medical I'ecords. With the growing number of mergers 
between insurance companies and banks, lenders p o t e n t i a l l y can 
gain access t o the p r i v a t e medical i n f o r m a t i o n contained i n 
insurance forms. So we propose t o severely r e s t r i c t the sharing 
of medical i n f o r m a t i o n w i t h i n f i n a n c i a l services conglomerates. 

You should not have t o worry t h a t the r e s u l t s of your 
l a t e s t p h y s i c a l exam w i l l be used to deny you a home mortgage or 
a c r e d i t card. There are many other important p r o t e c t i o n s f o r 
medical records th a t ought t o be put i n place. Because Congress 
has given me the a u t h o r i t y t o act i f i t does not do so by August, 
one way or another, we w i l l p r o t e c t the p r i v a c y of medical 
records t h i s year. 

Second, we must req u i r e greater p u b l i c d i s c l o s u r e and 
enhance every consumer's r i g h t t o know. As the F i r s t Lady j u s t 
p ointed out -- although everyime I hear i t I shake my head --
consumers received nearly four b i l l i o n c r e d i t card s o l i c i t a t i o n s 
l a s t year. 



Some o f f e r s contain new traps f o r the unwary. For 
example, sometimes c r e d i t card companies ad v e r t i s e low i n t e r e s t 
r a t es known as teaser rates, t o r e e l i n consumers who then are 
s u r p r i s e d w i t h unexpected i n t e r e s t r a t e hikes. We b e l i e v e any 
marketing of teaser rates f o r c r e d i t cards should include e q u a l l y 
prominent n o t i c e of t h e i r e x p i r a t i o n date, t h e i r eventual annual 
percentage r a t e , and any p e n a l t i e s , t h a t apply. 

M i l l i o n s of consumers have also found out the hard way 
t h a t making only minimum payments r a r e l y helps r e t i r e debt and 
almost always r e s u l t s i n very large i n t e r e s t payments. So we 
w i l l r e q u i r e c l e a r n o t i c e of how long and how c o s t l y repayment 
would be i f the consumer makes only the minimum payment. 

Th i r d , we have t o do more t o combat consumer fraud. As 
Mari Frank discovered the hard way, i t i s remarkably easy now f o r 
a t h i e f t o take out huge loans i n someone else's name, run up 
enormous c r e d i t card debts, and tap i n t o bank accounts. Last 
October, Congress passed -- and I was pleased t o sign -- the 
I d e n t i t y Theft and Assumption Deterrence Act. I t ' s a good law, 
but we need t o give i t sharp t e e t h . So today I'm i n s t r u c t i n g the 
Treasury and J u s t i c e Departments to give higher p r i o r i t y t o cases 
i n v o l v i n g i d e n t i t y t h e f t , p a r t i c u l a r l y those i n v o l v i n g organized 
crime groups, w i t h the goal of increasing the number of 
prosecutions, both eit the s t a t e and f e d e r a l l e v e l s . And Treasury 
w i l l convene a n a t i o n a l summit on i d e n t i t y t h e f t and work w i t h 
the p r i v a t e sector to make i t harder t o s t e a l someone else's 
i d e n t i t y i n the f i r s t place. 

We'll also crack down on fraud committed over the 
I n t e r n e t . I f we want t o seize the I n t e r n e t ' s f u l l p o t e n t i a l we 
have t o stay ahead of those who would use t h i s open medium t o 
manipulate stock p r i c e s , commit fraud i n o n - l i n e auctions or 
perpetuate any other type of f i n a n c i a l scam. That's why I've 
asked the J u s t i c e Department t o step up prosecutions, t o develop 
a n a t i o n a l center f o r t r a c k i n g I n t e r n e t fraud, and t o t r a i n 
s t a t e , l o c a l and f e d e r a l law enforcement o f f i c e r s on how t o 
recognize and root out these schemes. 

I f i n d t h a t law enforcement, compared t o people who are 
doing c r i m i n a l a c t i v i t y i n t h i s area, are r a t h e r l i k e parents 
t r y i n g t o keep up w i t h t h e i r c h i l d r e n on the computer. 
(Laugter.) I t i s an endless e f f o r t , and we need t o organize and 
systematize a continuous t r a i n i n g and r e t r a i n i n g e f f o r t so t h a t 
we can stay ahead of the curve. 

Chairman L e v i t t i s launching an expanded e f f o r t t o arm 
i n v e s t o r s w i t h the i n f o r m a t i o n they need to p r o t e c t themselves 
against o n l i n e s e c u r i t i e s fraud. L i s t e n to t h i s : complaints of 
I n t e r n e t fraud have t r i p l e d i n the past s i x months. Just i n the 
l a s t s i x months. Therefore, I w i l l work w i t h the congress and 
Chairman L e v i t t t o provide the a d d i t i o n a l resources f o r the SEC 
necessary f o r enforcement, beyond what I have already requested 
i n our balanced budget. 



Fourth, we must provide f i n a n c i a l services f o r those 
who have been denied access t o c r e d i t and basic banking services 
f o r too long. Today I'm proud t o announce t h a t the Treasury 
Department w i l l soon make a v a i l a b l e , through p r i v a t e banks, 
low-fee bank accounts f o r those who receive f e d e r a l b e n e f i t s l i k e 
Social S e curity. 

Unfortunately, there are some i n Congress who would 
have us e f f e c t i v e l y l i m i t , r a t h e r than expand, access to 
f i n a n c i a l services i n underserved communities. As the Senate 
debates t h i s issue t h i s week, I want t o r e i t e r a t e what I said i n 
my veto l e t t e r t o Congress. We w i l l oppose any e f f o r t t o weaken 
or undermine the continued relevance of the Community 
Reinvestment Act. (Applause.) 

While t h a t act has been on the law f o r w e l l over 20 
years now, over 90 percent of the lending under i t has occurred 
i n the l a s t s i x years, i n our a d m i n i s t r a t i o n . I'm very proud of 
t h a t . I t has not done anything t o hurt bank p r o f i t s , and we 
ought t o stay w i t h i t . (Applause.) I know tha t leaders of the 
c i v i l r i g h t s community spoke today on t h i s subject, and I j u s t 
want t o applaud them and t o encourage them t o stay at i t . 

F i n a l l y , as has already been said, we have t o increase 
the f i n a n c i a l l i t e r a c y of the American people. I t ' s no enough t o 
know how t o balance a check book anymore. Even those f o r t u n a t e 
to have the help of accountants sometimes have a hard time 
understanding a l l the ins and outs of i n v e s t i n g i n an IRA, paying 
o f f c r e d i t card debt, or r e f i n a n c i n g a mortgage. 

So today I'm d i r e c t i n g my National Economic Council --
Gene Sper l i n g i s here today w i t h us -- to work w i t h our agencies 
to develop a plan to help a l l Americans improve t h e i r f i n a n c i a l 
l i t e r a c y . I t h i n k H i l l a r y said, i t adds a year of income t o 
people i f they have t h i s kind of t r a i n i n g i n high school. 

School i s , of course, the best place t o s t a r t l e a r n i n g 
about personal finance. The Department of Education w i l l help 
a l l our schools f i n d e f f e c t i v e lesson plans and other t o o l s t o 
i n t e g r a t e f i n a n c i a l l i t e r a c y i n t o t h e i r basic curriculum. 

So t h a t ' s what we're t r y i n g t o do: p r o t e c t p r i v a c y , 
enhance d i s c l o s u r e , combat fraud, increase access, expand 
education. These p r i n c i p l e s are the same ones we used t o harness 
the power and b e n e f i t s of the i n d u s t r i a l r e v o l u t i o n . They are 
j u s t as v i t a l today, i f not more so, than they were a century 
ago. I t ' s time now t o use them t o seize the enormous p o t e n t i a l 
of the i n f o r m a t i o n r e v o l u t i o n f o r every American c i t i z e n . 

I f we work together we can help a l l our f a m i l i e s have 
the b e n e f i t s of new choices and new technologies. We can help 
our people t h r i v e i n the 21st Century, and a l l we have t o do i s 
to remember how we got here over the l a s t 200 plus years. Thank 



you v e r y much. ( A p p l a u s e . ) 
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TAX INCENTIVES FOR THE DISTRICT OF COLUMBIA 
"RISING TIDE" 

LC proposed incentives would provide winilfall benefits for investment already made, would 
M->stly benefit large businesses already located in DC, and would be inefficiani in revitalizmg 
,'\ 

• t'.sent JLaw 

.irioua Federal tax incentives already are available to stimulate redevelopment in the District of 
nlumbia. The Incentives are generally available through December 31, 2002. 

An employment credit is provided equal to 20 percent ofthe first $15,000 of v/ages paid 
to residents who work within the DC Zone. 
Sinall DC Zone busmesses are permitted to deduct up to $20,000 in additional expenses 
per year for certain equipment costs. 
DC Zone busiacsses may borrow/ up to $15 million of tlic proceeds of tax-exempt private 
.ictivity bonds issued by the Distiict of Columbia to finance capital costs in the DC 7on^. 
A zero-percent tax rote applies to capital gains on the sale of certam DC business propeny 
and assets held for more than five years. 
Individuals axe entitled to a $5,000 tax credit for the purchase of a principal residence 
anywhere in DC. 

'roposal 

To qualify, a business musl invest at least $25 milUon on real aud tangible property in the 
)C Zone, employ 400 or more people, pay Either property or income taxes to the District, and 
<.icate Ihe corp,.>raie headquarters in the DC Zone. A qualified business would be eligible for: 

Tax-exempt bond financing without tlje $15 million project and $150 milHon State caps 
mcluding a rifle shot provision allowing invesmient aj.ready made in the MCI Center, tuid 
An exptmded wage credit at a 20 percent rate for employees working in th© DC EZ (with 
a $2 million annual cap). 

These incentives would be available only thiough December 31, 2003. 

G<.'.ntiral Talking Points 

The MCI Center rifle shot provides tax-exempt financing under couditiom not available 
to any othca- such facility in the coxmtry because there is no commitment of pubfic fimds 
to pay for the project, no public ownership ofthe land and laeility, and financmg is for a 
land already owned and a stmcture that already exists. 

This is a pure windfall vnth no economic stimulus fikely to residt. 
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U i fleshot provisions typically have been rejected tills decade by the tax-writing 
committees and the Treasury as poor policy. Also, the Administration has 
criticiiied special interest provisions in recent tax bills. 

It is conceivable lhat these incentives would shift some other economic activity into the 
DC Zone, but the combined qualifications of 400 employees, $25 milhon of investment 
and headquarters in the DC Zone are significant restrictions. Also, given the lead times 
necessary for large commitments of capital and the proposal's sunset date of 2003, it is 
hlcely only iavestment already plumed would benefit. As a result, the incentive is likely 
iQostly to benefit only large businesses already located in the DCZone for acfivity that 
they're already imdertaking. Not surprisingly, the large busuiesses that could beneiii 
irjclude many ofthe private sector supporters listed on the executive summary. 

The provisions are all retroactive to January 1, 1999 and are thus pure windfalls for early 
1999 acfivities. 

ilaclcground on Ah^ Pollin 

t ]-j uncieai thiit Mr. Pollin need^ any tax inccnfive to make his venture financially viable, based 
Ul the foUowiiig information: 

When PoUui bought bis professional basketball team, he paid a then-record S1.1 million 
for the Baltimore Bullets of the National Basketball Association. He added to his emphc 
In 1972 by buying tire National Hockey League expansion franchise Capitals for $6 
million. 

According to Financial World magazhie's annual survey. Pollin's $ 1 milhon investment 
m the Bullets was worth $129 million m 1997. The renamed Wizards fi-anchise. 
Financial World estimates, posts an operatiag uicome of more than .̂ 4 million a yeax. 
The average franchise value in the NBA is $148 milUon, accordmg to Fmancial World, 
with an average operating income of $11 milliou-

The Capitals are worth $84 million and are marginally profitable at about $500,000 a 
year-, according to the magazine. By comparison, the average NHL franchise is'worth S90 
milhon and has an operating income of $3.5 million. 

The MCL Center cost $200 million to build. MCI Commrmications Corp. is paying Pollin 
$44 million over 10 years for the right to attach its name to the arena, according to 
Financial World. The arena's 10 "founders suites," priced at $1 million each, were the 
first to scU. Also, 110 luxury suites, priced between $100,000 and $175,000 'a year, and 
3,000 tlub seats, priced at $7,500 each a year, have been sold. 

In 1997, die Wizards raised ticket prices to a rgnge between S19 and $75. compared with 
$12 to $50 the previous year in US Airways Arena. Capitals' ticket prices now range fiom 
$19 to £60, compared with $12 and $45. 
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Georgetown Umversity's men's baalcetball team also will play at MCI Center and Pollm 
lias a lease agreement with a WNBA franchise that wiU help fill seats m the dead of 
sunmier. In addition, the arena will host dozens of concerts and other events such Bruce 
Sprmgstcen eouccrts. Tickets are priced from $15 to $100. Poihn also benefits from 
revenue from the arena's retail leases, signage and concessions. 

According to Financial World, the net value ofthe Portland TraU Blazers jumped to $179 
nulhon fi-om $137 miUion afier the team opened its new 21,000"Seat arena m 1995. 

M.-. Pollin recently sold the Washington Capitals and a small minority stake in the MCI 
Center and fiic Wizards to Ted Leonsis for $200 million. 

At the time of tiia sale Mr. Pollm's son was quoted as saying his father's holdings made 
economic sense. "He's got a lot of debt, bul he's doing o k." ^ 

Mr. Pollin used personal funds and private debt financing to build the MCI Center 
Apparently, according to news reports, efforts to have the arena built witii pubhc fund^ 
were scuttbd when Robert Johnson offered to build a downtowtT arenTl^hrelf ^ 
exchange for an option on the two teains. 
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TAX INCENTIVES FOR THE DISTRICT OF COLUMBIA 
"RISING TIDE" 

c proposed incentives would provide windfall benefits for investment already made, would 
• vstly benefit large businesses aheady located in DC, and would be inefficient in revitah;iing 

resent Law 

arioua Federal tax incentives already are available to stimulate redevelopment in the District of 
ihimbia. The. incentives are generally available through December 31, 2002. 

An employment credit is provided equal to 20 percent ofthe first $15,000 of wages paid 
to residents who work within the DC Zone. 
Small DC Zone businesses are permitted to deduct up to $20,000 m additional expenses 
per year for certain equipment costs. 
DC Zone busmesses may borrow up to $15 million ofthe proceeds of tax-exempt private 
activity bonds issued by the District of Columbia to finance capital costs in the DC Zt.ne 
A zero^percent tax rate applies to capital gains on fhe sale of certam DC busmess property 
and assets held for more than five years. 
Individuals are entitled to a $5,000 tax credit for the purchase of a principal residence 
an5'wliere in DC. 

To qutdify, a business must mvest at; least $25 milUon on real aud tangible property in the 
OC Zone, employ 400 or more people, pay Either property or income taxes to the District, and 
.<.>catc the eorp(.>raie headquarters in the DC Zone. A qualified business would be eligible for: 

Tax-exempt bond financmg xvithout die $ 15 million project and $ 150 million State, caps 
mcludhig a rifle shot provision allowing Invesmient already made in die MCI Center and 
An expimded wage credit at a 20 percent rate for employees working m die DC EZ (with 
a S2 million annual cap). 

These incentives would be available only through December 31, 2003, 

Gi .̂Qiiral Talking f uinf,'̂  

The MCI Center nfle shot provides tax-exempt financing under conditions not available 
to any ofiiar such facility in the country because tiiere is no commitinent of pubfic fiinds 
to pay tor die project, no public ownership ofthe land and Ikeility. and financmg is for a 
land already owned and a stmcture lhat already exists. 

Tins is a pure wmdfall with no economic stimulus fikely to residt. 
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U.S. nr.PAK:rMi;Ni or HOOSiNC AND URBAN OKvux r̂Mfxr 
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W,\SinNCTON. DC 2 l M i n - r « l 

The Honorable Paul S. Sarbanes 
Banking Minority Member 
Committee on Banking, 

Housing and Urban Affairs 
United States Senate 
Washington, DC 20510-6075 

Dear Senator Sarbanes: 

I am writing to express my very strong concems about provisions in the "Financial 
Services Modemization Act of 1999" as reported by the Banking Committee that would weaken 
the Communicy Reinvestment Act (CRA). 

CRA is an important tool for stimulating the flow of capital to the residents of credit 
starved urban und rural areas. By improving access to mortgage credit for thousands of hitrd 
working modest income families, CRA has played a key role in boosting homeo'wnership to 
record levels. Lenders tells us that tlie new loan activity CRA helps to generate is both prudent 
and profitable and occurs witiiout virtually any cost to tlie taxpayer. 

When HUD provides public mvestment in low and moderate income areas tiirough 
Communiry Development Block Grants (CDBG), HOiVlE Investment Partnership Program 
(HOME) and other programs, CRA often sen-'es as a vital development partner. Public 
investment, combined with the "leveraging" of private funds encouraged by CRA, is a winning 
combination when it comes to housing and community development. 

The Committee bill would reduce CRA's effectiveness in three important respects. First, 
it would provide a "safe harbor" tliat effectively exempts banks and thrift institutions witli a 
satisfactory or better CRA agency rating from public comment on their expansion plans. Second, 
it would exempt from CRA b;inks with less than $100 million in assets that operate in non-
metropolitan areas. Third, it does not include the modest adjustments to the CRA statute that are 
in the House bill reported by the House Banking and Financial Services Committee, even bank 
holding companies that have banks with "imsatisfactory" CRA ratings and are not meeting the 
credit needs of their existing market areas would be allowed to expand their powers and 
affiliations under Lhe legislation. 

In closing, CRA has played a vital role in improving the prospects for working families, 
minorities, and the residents of underserved areas. 1 am very concemed that any weakening of 
CRA could reverse the substantial progress wc have made over the last five years. As President 
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Clinton and Sccretar>' Rubin have made clear, the President will veto this legislation if it were 
presented to him in its current form. I encourage you to vigorously oppose tlie "safe harbor" and 
"small bank" provisions in the Committee bill and to work to include a CRA provision to help 
ensure that the new configurations created by the pending financial modemization bill do not 
diminish the effectiveness of tliis critically important statute. 

Sincerely, 

Andrew Cuomo 



Peter A. Weissman 

04/28/99 01:03:05 PM 

Record Type: Record 

To: Barbara B. Hunt/WHO/EOP@EOP 
cc: Lisa Green/OPD/EOP@EOP, Sarah Rosen/OPD/EOP@EOP, Brian A. Barreto/OPD/EOP 
bcc: 

Subject: Re: for the CRA call ^ 

Barbara-

anytime b/w 2-3 pm is fine. 
you should also invite Gary Gensler, undersecretary at treasury to participate in the call (622-2035 - Anna 
Hart is his assistant) 

I want it very clear that Mickey or whoever else from IGA will run the call and Gene will get on for a few 
minutes, but as we discussed, I do not want the Mayors to have the expectation that Gene will be on for 
the whole call, thanks for all your help on this. 

You can use the NEC conference line 
202-757-2104 code 3939 
it has a capacity of 30 people. 

Barbara B. Hunt 

Barbara B. Hunt 
04/28/99 11:53:30 AM 

Record Type: Record 

To: Peter A. Weissman/OPD/EOP@EOP 

cc: 
Subject: Re: for the CRA call 

Peter; 

Paul is available anytime between 2:00 and 3:00 and so is every one else. Would you give me a time to 
work and I will begin to call the Mayors 

AI50, I was told to ask if we could use your number for the conference call instead of going throught the 
operator? 



please get back to me, thanks 


