
 
 
 
 
 
 
October 30, 2018 
 
Comment regarding “Reforming the Community Reinvestment Act Regulatory Framework”  
 
RE: Docket ID OCC-2018-0008 
 
To Whom It May Concern: 
 
These comments are submitted on behalf of the National Association of State and Local Equity 
Funds, (“NASLEF”), an association of state and local based nonprofit organizations that raise 
equity capital for investment in Low-Income Housing Tax Credit (“Housing Credit”) properties. 
Our 12 members operate in 41 states where our leadership in affordable housing advocacy, 
connection with community organizations, and knowledge of local markets creates high quality, 
strategic community investments, especially in underserved markets. Collectively NASLEF 
members represent about 10% of the national Housing Credit market, having raised and invested 
nearly $15 billion in affordable housing and over $1 billion in other community and economic 
developments. While our members also provide equity financing to for-profit development of 
Housing Credit properties, we concentrate in particular on nonprofit affordable housing 
development. 
 
NASLEF welcomes the opportunity to comment on the Office of the Comptroller of the 
Currency’s (OCC) Advance Notice of Proposed Rulemaking (ANPR) regarding the Community 
Reinvestment Act (CRA), a law which we believe is critically important to the continued success 
of the Housing Credit program which is by far the most important federal program for affordable 
housing development and preservation. Commercial banks, encouraged by CRA requirements, 
provide 80% or more of the equity capital for the Housing Credit program so any change in CRA 
that inadvertently affects that demand could have a devastating impact on affordable housing 
development. While there will always be a supply of equity capital for the Housing Credit 
program, the question is what the price of that capital will be. If modifications to CRA have the 
effect of reducing bank demand, then the results would be: 
 

• lower credit pricing due to reduced investor demand, 
• higher project debt and AMI rent levels (to address the equity gaps), and 
• less unit production due to an increase in required credits per project (to address the 

equity gaps). 
 
NASLEF bank clients include intermediate small banks evaluated under the community 
development (“CD”) test, large banks evaluated under the lending, investment and service tests, 
and wholesale and limited purpose banks evaluated under the CD test. We share what is probably 
a consensus view that CRA is in need of an update to reflect changes in the banking industry; 



however, we have serious concerns that ill-considered changes to CRA that are not fully thought 
out could undermine our ability to serve low- and moderate-income communities. Since we raise 
equity capital for the Housing Credit program, our focus is on the Investment and Community 
Development tests for CRA, but the projects we fund must also have access to debt so we are 
also concerned about potential impact of CRA changes on the supply of debt capital for 
multifamily housing development. 
 
As our members work with commercial banks to arrange equity financing for affordable housing, 
we are well aware of issues that arise which sometimes suggest a less than optimum application 
of the rules in ways that impede our business, cause a misallocation of capital among geographic 
areas, suggest inconsistent application of the rules, impose unnecessary burdens on banks, and 
create confusion about qualification for CRA credit. Regulations should always aim for clarity 
and simplicity but those objectives should not outweigh the fundamental purpose of CRA which 
is to make sure that insured depository institutions serve the communities in which they are 
located. The fundamental objective of CRA reform should not be to remove burdens from 
commercial banks to make their lives easier even if that is an appropriate value. Any rewrite of 
CRA regulations must be focused on continuing to ensure banks serve LMI communities.  
 
With those caveats stated, we experience the following interrelated issues that we believe should 
be addressed in any CRA reform.  
 

1. We often find it more difficult to arrange equity financing in rural areas outside a 
metropolitan area where banks have high CRA requirements but face a saturated market. 
Although recent modifications to the Qs and As were intended to clarify when 
institutions can receive CRA credit for activities that benefit geographies located within a 
broader statewide or regional area that includes the institution’s assessment area, we 
continue to encounter banks that resist statewide investments because of uncertain 
treatment under CRA. 

2. Because of the length of CRA testing periods and the delay in evaluations, we often 
encounter banks with lumpy investment cycles where demand for equity investment will 
shut down for long periods after an exam window. 

3. Banks often reject investment opportunities because they are uncertain of the CRA 
treatment the investment will receive. 

4. We often face difficulties raising equity investments for multi-investor funds where 
several CRA-motivated bank investors request side letters designed to give them credit 
for specific investments in geographies that match their assessment areas. These 
assurance letters are typically requested by banks that are unsure of receiving CRA credit 
for broader statewide areas outside their assessment areas. 

 
Those issues aside, we now focus directly on the questions raised in the ANPR that are most 
relevant to our business. 
 

1.  Are the current CRA regulations clear and easy to understand? 
2. Are the current CRA regulations applied consistently? 
3. Is the current CRA rating system objective, fair, and transparent? 

 



While banking institutions directly subject to CRA are in the best position to answer this 
question, we detect from our interactions with banks that there is often uncertainty about 
how certain Housing Credit equity investments will be treated for CRA purposes, and not 
every bank will have the same position, either because of management decisions or 
divergent experiences with different examiners. 

 
4. Two goals of the CRA are to help banks effectively serve the convenience and needs of 

their entire communities and to encourage banks to lend, invest and provide services to 
LMI neighborhoods. Does the current regulatory framework support these goals in light 
of how banks and consumers now engage in the business of banking? 

 
From the perspective of Housing Credit equity investment, we believe the current 
structure is effective in encouraging banks to serve LMI neighborhoods. Nevertheless, in 
areas that are already well served because of intense CRA competition for equity 
investment, we support more transparent, definitive rules that assure banks that 
investments outside their assessment areas and within the same state qualify for CRA 
credit. 

 
5. With the statutory purpose of the CRA in mind, what aspects of the current regulatory 

framework are most successful in achieving that purpose? 
 

We believe the current regulatory framework serves the statutory purpose of CRA 
although we support modifications to the definition of assessment areas that recognize the 
changed business models for serving customers by large regional and national banks, and 
by online and limited purpose banks. 

 
6. If the current regulatory framework is changed, what features and aspects of the current 

framework should be retained? 
 

While we are open to changes in the current CRA framework, we don’t support a 
completely different approach to CRA that creates a simple quantitative test that prevents 
examiners from assessing the quality of bank activities that have significant impacts on 
affordable housing and community development. 

 
Questions 7 through 12 assume a major change in CRA evaluations that would create a metric-
based performance measurement system that measures the dollar volume of CRA-qualified 
activity compared to some objective criteria such as domestic assets, deposits or bank capital. 
 
We do not support this effort to vastly simplify the CRA evaluation process which we believe 
would come at the expense of the basic purpose of CRA to ensure that banks lend, invest and 
serve the communities in which they do business. The overall objective of a metric-based 
framework would be to replace a qualitative examination with a simple quantitative 
measurement to simplify compliance burdens for banks. While that is a worthy objective, we are 
concerned it would undermine the current LMI activities of banks, particularly with regards to 
investment in affordable housing. 
 



In question 10, the ANPR appears to recognize that threat by inviting comment on whether to 
provide additional weight to certain categories of CRA-qualifying activities “that are particularly 
innovative, complex, or impactful on the bank’s community.” That seems to us to be an 
inherently qualitative assessment and it would certainly be our view that Housing Credit 
investment would qualify for that extra weighting. But even if extra weighting were given to 
such activities, whether a bank is in fact incentivized toward activities with extra weighting 
depends on the basic structure of the metric-based framework. It is conceivable that under this 
approach a bank will focus on the quantitative metric and have no incentive to seek activities 
such as Housing Credit investment and community development lending. Once a bank has met 
its dollar targets, it will have no incentive to undertake the more difficult and impactful activities, 
regardless of whether they receive extra weighting. 
 
For these reasons, we strongly support retaining the lending, investment and services tests for 
large banks and the community development test for community, wholesale and limited purpose 
banks. We believe this regulatory framework continues to be an effective means of realizing the 
purpose of CRA. 
 

13. How could the current approach to defining assessment areas be updated to consider a 
bank’s business operations, in addition to branches and deposit-taking ATMs, as well as 
more of the communities that banks serve, including where the bank has a concentration of 
deposits, lending, employees, depositors, or borrowers? 

 
We support updating the definition of assessment areas for wholesale and limited purpose banks 
to recognize their activities outside the state of their charter. In our view, any Housing Credit 
investment they make should receive CRA credit regardless of the geographic location in the 
U.S. For regional and large banks, we would support a nationwide assessment area for a portion 
of their obligations based on some measurement of their customer base outside the areas where 
they have branches and deposit-taking ATMs.  
 

14. Should bank activities in the LMI geographies surrounding branches and deposit-taking 
ATMs, or in other targeted geographic areas, be weighted (and if so, how), or should some 
other approach be taken to ensure that activities in those areas continue to receive 
appropriate focus from banks, such as requiring banks to have some minimum level of 
performance in the metropolitan statistical area (MSA) and non-MSA areas in which they 
have domestic branches before receiving credit for activity outside those areas? 

 
We support giving full CRA credit to bank activities surrounding branches and deposit-taking 
ATMs. There are several metropolitan areas in the U.S. where banks struggle to make Housing 
Credit investments within their Assessment Areas because competition is so strong. The demand 
for such investments greatly exceeds supply. We do not believe it would be difficult to identify 
such areas and make clear to banks that their Housing Credit investments in the larger statewide 
area fully qualify for CRA credit, regardless of the extent to which they are invested within a  
particular assessment area. For metropolitan assessment areas that include more than one state, 
CRA credit should be given for activities throughout the state of the dominant branch and AMT 
locations, and CRA credit should be given for activities in contiguous counties in the other states 
comprising the assessment area. 



 
Conclusion 
 
We recognize the need to update the CRA regulations to reflect changes in the way banks do 
business today. For that reason, we support changes to give banks more certainty with respect to 
their CRA activities and in some cases to modify their assessment areas and to give credit for 
activities outside their assessment areas. But we urge extreme caution. In spite of its flaws, CRA 
is vitally important to financing affordable housing in this country and drastic changes to CRA, 
such as adoption of a metric-based framework, would be an enormous threat that could severely 
undermine our ability to address the continuing crisis in housing affordability. 
 
Thank you for your attention to our comments. 
 
 
Bill Shanahan 
President, National Association of State and Local Equity Funds  
 
CAHEC 
Cinnaire 
Hawaii Housing Finance 
Housing Vermont 
Massachusetts Housing Investment Corporation 
Merritt Community Capital Corporation  
Midwest Housing Equity Group 
Mountain Plains Equity Group 
Northern New England Housing Investment Fund 
Ohio Capital Corporation for Housing  
St. Louis Equity Fund  
Virginia Community Development Corporation 


