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November 19, 2018 
 
Legislative and Regulatory Activities Division 
Office of the Comptroller of the Currency 
400 7th Street SW, Suite 3E-218 
Washington, DC 20219 
 
RE: RIN 1557-AE34, Comments on Reforming the Community Reinvestment Act Regulatory Framework 
(the “Notice”) 
 
To Whom It May Concern: 
 
Thank you for the opportunity to comment on the proposed amendments to the Community 
Reinvestment Act Regulatory framework (the Regulations). We appreciate the Office of the Comptroller 
of the Currency’s (OCC) desire to modernize the Regulations so that regulated financial institutions are 
better able to serve the convenience and needs of their communities.  As mission-driven nonprofits with 
decades of experience investing in and transforming communities through the development and 
preservation of affordable housing, SAHF members have witnessed the vital role that a strong 
Community Reinvestment Act (CRA or the Act) plays in attracting investment and lending to low and 
moderate income (LMI) communities and connecting the LMI people who live there to stable homes and 
economic opportunity.  Efforts to modernize CRA should seek to provide clarity and predictability in the 
evaluation process, but in doing so must also prioritize meeting the needs of LMI people and 
communities.  
 
Launched in 2003, SAHF is a nonprofit collaborative of exemplary, multi-state non-profit affordable 
housing providers--Mercy Housing, Volunteers of America, National Church Residences, National 
Housing Trust, The Evangelical Lutheran Good Samaritan Society, Retirement Housing Foundation, 
Preservation of Affordable Housing, The NHP Foundation, BRIDGE Housing, CommonBond Communities, 
Community Housing Partners, Homes for America, and The Community Builders.  SAHF members 
preserve and develop multifamily properties for low-income persons with disabilities, the elderly, 
families, and the homeless.  SAHF’s affiliate, the National Affordable Housing Trust (NAHT), works with 
SAHF members and other developers to syndicate Low Income Housing Tax Credit (the Housing Credit) 
investments to finance preservation and creation of affordable rental homes. SAHF members 
collectively own and operate more than 1,900 properties comprised of 138,000 affordable rental homes 
in all kinds of communities around the country from rural areas to high-cost metropolitan centers and 
from distressed communities in need of investment to flourishing areas with community assets and 
connections to opportunity.  
 
SAHF members leverage a full range of strategies and financing tools to create and preserve rental 
housing, including lines of credit, mortgage loans, philanthropy and equity investments including those 
incentivized by the Housing Credit, New Markets Tax Credits and Historic Tax Credits.  Some members 
have also become certified Community Development Financial Institutions (CDFIs) to allow them to 
further leverage funding and build capacity in the communities they and their peers serve.  While SAHF 
members also invest in broader community development in the communities they serve, they know that 
long term investments in housing are key to providing low and moderate income people the stability 
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that helps them flourish and is the foundation for transforming neighborhoods, particularly those 
destabilized by redlining and other discriminatory policies and practices. CRA is a powerful incentive for 
banks to lend and invest through these tools that are so vital to the communities that SAHF members 
serve.  Based on the experiences of our members and our affiliate NAHT, we offer the following 
comments on modernizing CRA.   
 
Principles for Modernization 
SAHF endorses the four fundamental tests suggested by the National Housing Conference and strongly 
encourages OCC to ensure that any modernization of the CRA regulatory framework advances these 
objectives. 
 

1. Increases investment in communities that are currently underserved; 

2. Benefits more low- and moderate-income (LMI) people, particularly people of color, who live in 
those communities; 

3. Ensures that CRA lending and investment does not lead to displacement of the very people it is 
meant to help; and 

4. Makes both bank performance and government enforcement more transparent and predictable. 

 
Comments Regarding the Current Approach 
CRA must continue to focus on banks’ activities that connect LMI people and places with affordable and 
accessible financial services and investments. Loans and investments that have received CRA 
consideration have effectively bolstered development and investment in LMI communities. The current 
focus on both lending and investment for intermediate and large banks has helped meet the needs of 
LMI communities while providing banks some flexibility in the types of activities that can receive CRA 
consideration while still meeting safety and soundness requirements.  While we recognize that there 
may be available lending and investment opportunities that serve the broader community and also 
benefit the LMI community, giving consideration for broad activities could too easily result in CRA 
activities that serve LMI communities only when convenient to the larger community and the financial 
institution, which would perpetuate the lending practices and disinvestment that CRA is designed to 
help address. The modernizing changes discussed below would clarify the large range of transactions 
and activities that are already eligible for CRA consideration allowing banks to confidently undertake a 
broader range of activities while still ensuring that investments benefit LMI communities.  
 
In addition to the focus on LMI individuals and communities, any modernization of the rules should 
retain separate tests for lending and investment. Investments in affordable housing, including in those 
properties that are financed with the Housing Credit, continue to be critical to meeting the needs of LMI 
communities and individuals.  For every 100 very low-income renters earning below 50 percent of area 
median income, only 56 homes are affordable and available, forcing millions of families to pay rents that 
push them deeper into poverty and forego spending on education, food, and healthcare.1 For the lowest 
income renters earning below 30 percent of the area median, only 35 homes are affordable and 
available.  The Housing Credit is the primary tool for financing the construction and preservation of 

                                                 
1 National Low Income Housing Coalition, “the Gap: A Shortage of Affordable Homes,” (2018). Retrieved from: 
https://nlihc.org/sites/default/files/gap/Gap-Report_2018.pdf  

https://nlihc.org/sites/default/files/gap/Gap-Report_2018.pdf
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affordable rental housing.  CRA provides a critical incentive to banks to invest in Housing Credit 
properties, which offer a safe and sound path to help meet a community’s need for investment in rental 
housing.  Investment in CDFIs also plays a critical role in creating housing, spurring economic 
development and building capacity in LMI communities. CDFIs leverage bank investments to have a 
greater impact on a wide range of community needs with more streamlined administrative processes for 
making a safe, sound and impactful investment.  Retaining a separate investment test recognizes the 
importance of these investments and helps provide clarity to banks that these activities will continue to 
receive consideration. 
 
While CRA has been effective, a lack of transparency has created inefficiencies.  Banks face uncertainty 
when making investments outside of their immediate assessment areas and also when seeking to lend 
to or invest in novel or innovative transactions. A current FAQ provides that investments outside of a 
bank’s assessment area may receive consideration, but only if the examiner determines that the 
“institution has been responsive to community development needs and opportunities in its assessment 
area(s)”. Without clarity on what I means to have been responsive to the community, banks hesitate to 
move outside of that area for activities that may be beneficial to an LMI community but that may not 
receive consideration.  
 
Similarly, while the current framework purports to support innovation, without some guidance on what 
activities will receive consideration or a path for vetting new activities, banks aren’t incentivized to 
innovate. The uncertainty for banks is compounded by delays in examinations and long delays in the 
release of ratings.  This lack of clear, advance guidance on what activities will receive consideration and 
a years-long feedback loop leave banks understandably hesitant to undertake activities in new areas or 
with innovative approaches.  The result is heightened competition in areas where major lenders are 
concentrated (CRA hot spots) and less interest in other areas, particularly less populated areas and less 
proven real estate markets. In a Housing Credit context, this drives dramatic differences between 
investor interest in deals in large coastal cities and those in rural or less populated areas. 
 
In addition to the geographic transparency created by updated assessment areas, it is critical that exams 
be conducted according to a schedule and reports be published within a short designated period after 
the completion of the exam. It would also be helpful to have a relatively expedited process through 
which banks could receive guidance on whether new or novel transactions would be eligible for CRA 
consideration.  This would encourage banks to be innovative in meeting community needs by allow 
them greater clarity on eligible activities.   
 
Metric Based Assessment Areas 
While we support a more transparent process for CRA evaluation and an updated method for 
considering the geographies where banks engage in business, we strongly oppose the use of a single 
metric. We do not believe that a single metric or formula approach will create an effective or 
transparent process.   We are concerned that a single metric or formula approach would fail to 
accommodate the broad diversity of community needs and could not account for the varied and 
dynamic range of bank business strategies.   Furthermore, a single metric approach could result in banks 
seeking the lowest risk, highest return combination to meet an acceptable threshold, rather than 
attempting to truly meet a community’s needs through more complex, innovative and ultimately 
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impactful community development activities.  A single metric could also incentivize banks to do more 
lending and less investment since yields to banks are often higher on lending.  
 
Designing a set of metrics and sub metrics that would attempt to properly dimension business models, 
structures, performance contexts, types of activities and innovation would result in process that is 
complex and requires new reporting infrastructure, but that is no more accurate in assessing whether a 
bank has met the Act’s objectives.  Further, to respond to changes in the industry and the larger 
economic environment, the metric would have to be updated regularly, making it less predictable, more 
burdensome and potentially subject to politically-motivated changes. Rather than imposing a new and 
cumbersome framework, we encourage the OCC to seek a transparent modernization of assessment 
areas and evaluation process and timeframe that is responsive and predictable in what activities will 
receive consideration.    
 
Redefining Communities and Assessment Areas 
An updated approach to defining a bank’s assessment area is needed both to reflect modern bank 
operations, which include fewer branches and service areas that reach far beyond their physical 
locations, and to provide clarity of when banks will receive credit for activities outside of their core 
assessment areas. 
 
The communities where banks have their headquarters and physical branches should continue to be the 
basis for a bank’s assessment area. Each community has different challenges and needs that are often 
best addressed by partners with an understanding of the community. Branchless banks that conduct 
business nationwide should be evaluated on their activities nationwide with particular weight given to 
activities in high poverty communities, communities that are a part of community redevelopment plan 
or other priorities, as discussed below.  
 
To address the needs of a broader range of communities, including those currently underserved, banks 
with branches and defined assessment areas must have predictable opportunities to undertake 
activities in a broader geography. To provide this clarity, we encourage the OCC to update CRA guidance 
to provide that any bank that earned a satisfactory or better on its most recent CRA exam may receive 
consideration for any community development investment, including Housing Credit investments, in the 
Broader Statewide or Regional Assessment Area (BSRA)2.  By clarifying and simplifying the definition and 
application of BSRA, OCC can preserve and expand the flexibility currently available to banks, allowing 
them to serve LMI communities in a wider geography.    
 
Current requirements provide that investments in the BSRA may receive consideration, but there are 
several complexities that leave the full potential of this flexibility unrealized.  There is a lack of clear 
guidance on what constitutes the BSRA.  Further, direct investments in the BSRA may only qualify for 
consideration if the bank has been “responsive” to the needs of its assessment areas.  There is variation 
in how examiners view responsiveness of the community, leaving banks uncertain at the time of 
investment whether the investment will be eligible for CRA credit.  As a result, banks are not inclined to 
pursue Housing Credit or other investments outside of their delineated investment areas.   

                                                 
2 We support the recommendation of the National Association of Affordable Housing Lenders that banks with branches should have to serve 

its assessment areas at a satisfactory level in order to achieve an overall satisfactory rating. 
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The OCC should protect and simplify current flexibilities for by providing more clear and consistent 
definitions of what constitutes a BSRA. We encourage OCC to define the BSRA to include the census 
bureau regional division that includes the assessment area and any state that is contiguous to the 
assessment area, but not included in census bureau regional division. This definition of BSRA would 
allow banks to invest in a broader geography and by referencing clear, established geographic 
definitions should provide far greater clarity and predictability around what investments will receive 
credit.   When coupled with clear guidance that community development activities in the BSRA are 
eligible for CRA consideration as long as the bank earned a satisfactory or better rating on its most 
recent assessment, this revised BSRA definition should help serve more communities and alleviate some 
of the concentration that currently exists in CRA hot markets. 
 
While SAHF members support clarity and flexibility that permits community development investments in 
a broader geographic area, they also support a regional limitation on that flexibility. SAHF members 
work in a variety of markets nationwide and have found that when considering where to invest, banks 
consider not only CRA credit and yield, but also real estate market risk, the complexity of the 
transaction, where the bank has other assets under management nearby and many other factors.  These 
considerations can mean that transactions in rural communities, LMI communities in weaker markets 
and complex transactions serving mixed income populations often don’t attract the same level of lender 
and investor interest in stronger real estate markets and CRA hot spots.  Providing clarity for when 
investments will receive CRA credit should encourage banks to consider these investments, but if 
consideration is granted for investments anywhere, banks may use their flexibility to seek investments 
in other strong markets or more familiar activities rather than making investments in underserved areas 
of the state or region where their assessment areas are located.  Using a streamlined BSRA approach 
would provide bank a predictable and wide range of investment opportunities, while hopefully 
facilitating better distributed investment within the region. 
 
As banking business operations continue to evolve and as physical branches become less common, we 
strongly urge the OCC and the other regulators to evaluate how these changes in physical presence 
correspond to service to and investment in low and moderate income communities and continue to 
seek ways to incentivize investments in these communities so that they are not left behind.  We note 
that when evaluating service to residents of lower income communities, some banks have touted higher 
online account participation by customers in those communities as evidence that the communities will 
not be left behind. This should not be a primary consideration of service in the future as it considers only 
those customers who are already banked rather than the larger community and the uptake in online 
service like corresponds to bank policies that charge premiums for in-person services on smaller balance 
accounts. 
 
Eligible Activities 
We understand the interest in expanding CRA eligible activities, but it is imperative that the regulators 
ensure that changes to eligible activities don’t discourage investment in affordable housing. With a 
shortage of more than 7.2 million homes available to the lowest income households, continued 
investment in affordable housing is critical. We encourage OCC to provide greater clarity as to what 
activities are eligible for consideration and when additional consideration will be given. 
 

https://www.census.gov/geo/reference/gtc/gtc_census_divreg.html
https://www.census.gov/geo/reference/gtc/gtc_census_divreg.html
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Equity Investments  
Equity investments in affordable housing projects and in mission driven organizations that deploy funds 
for community development purposes should be presumed to receive CRA consideration.  Long term 
equity investments that serve LMI people such as Housing Credit investments, New Markets Tax Credit 
investments and investments in CDFIs should receive additional credit. These long term equity 
investments have more significant capital implications for banks and are a longer-term investment that 
have transformative impacts in communities and should be weighted accordingly.  
 
Lending and Letters of Credit 
Lending and letters of credit are critical to the ability of affordable housing developers to acquire and 
finance housing in a manner than maintains affordability.  Securing affordable, long-term debt is a 
significant challenge for many affordable housing projects. CDFIs seek to meet these needs, but are 
limited by the short-term nature of the investments they receive from banks. Currently, banks only 
receive consideration for these loans in the exam period in which the loan was made, which incents 
banks to make short-term loans that correspond to their exam cycle rather than longer-term loans that 
better meet the needs borrowers. We encourage regulators to incentivize long-term lending by 
providing consideration for outstanding loans made in prior examination periods. Providing 
consideration to loans in each year they are outstanding would treat loans more like equity investments, 
which continue to receive consideration after the first exam period.  
 
Letters and lines of credit, which require banks to underwrite the borrower and maintain capital, should 
receive the same consideration as the recommended consideration for loans above.   
 
Affordable Housing in connection with a Government Program 
Investments in affordable housing restricted or subsidized in connection with a government program 
should receive full CRA credit if at least 20 percent of the units will be affordable for the term of the 
bank’s financing. The primary federal affordable housing production policies – the Housing Creidt, tax-
exempt multifamily housing bonds, and the HOME Investment Partnerships program – all use 20 
percent as their eligibility thresholds.  To encourage banks to maximize the affordable housing created 
with their investments, we encourage OCC to make extra credit available for investments with a higher 
percentage (50% of more) of affordable units. 

Unregulated Affordable Housing 
As noted by several other organizations, approximately 80% of all rental housing affordable to those 
who earn less than the median income is not rent restricted under Federal law.  This naturally occurring 
affordable housing (“NOAH”) is critical to meeting the housing needs of LMI communities. Given the 
shortage of rental housing in many markets, many NOAH units are being purchased and targeted to 
higher income renters.  SAHF members routinely compete to purchase these properties and are outbid 
by purchasers that will ultimately increase rents. The challenge has been sales prices that can only be 
justified with a rent increase above levels affordable to LMI households, not the availability of capital.  
Driving more lending and investment to this space without adequate affordability safeguards could 
exacerbate this problem.  
 
Preservation of NOAH stock is essential and clarifying treatment of investments in these units under CRA 
could facilitate preservation, but only if consideration is limited to transactions that adequately 
safeguard affordability.  Regulators should consider CRA eligibility criteria for NOAH investments that 
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will help ensure that units remain affordable beyond the first year or first assessment period.  Location 
of units in an LMI community and underwriting to affordable rents alone are not proxies for 
affordability.  This is particularly true in gentrifying neighborhoods or particularly tight housing markets 
where the neighborhood and renter population can change quickly. Owners can easily choose to 
underwrite a loan to affordable rents, but then increase rents and benefit from increased cash flow 
during the life of the loan. CRA consideration should clearly be awarded in instances where the owner is 
willing to commit to keep units affordable for the term of the loan. We recognize that some owner may 
intend to maintain affordability, but be unwilling to execute a long term affordability commitment and 
that it may still be desirable to provide CRA consideration for these transactions. CRA credit should be 
given only if an evidence-based indicator of sustained affordability can be identified and published by 
the regulators and used as a criterion. Without some sort of safeguard for affordability, awarding CRA 
credit for investment in unrestricted rental housing could have the unintended consequence of 
contributing to the displacement of LMI people by facilitating more activity in these areas that could 
drive up prices and ultimately result in rent increases.    
 
Additional Credit for Certain Activities 
CRA eligible activities, particularly community development activities, should receive additional 
consideration if they are especially responsive to local or national needs, complex, innovative, feature 
non-standard terms, or involve multiple financing sources.  As noted above, equity investments, 
including those based on the Housing Credit and NMTC and loans CDFIs should specifically receive 
additional consideration because they are highly responsive to communities and require banks to 
allocate higher levels of capital to support them.  Further activities should receive additional credit if 
they are located in communities that are rural, that have low incomes (vs. moderate incomes); high 
rates of poverty, unemployment or out-migration; or a community backed plan for revitalization or 
redevelopment. Activities related to affordable housing that has restricted all or substantially all units 
for low income people should also receive additional consideration.  

Financial education or literacy, including digital literacy 
We encourage OCC and the other regulators to design examination guidance that rewards bank 
investment in nonprofits operating strong resident financial programs that are supported by a growing 
body of evidence around what works.  Currently, many programs operated directly by financial 
institutions have not been effective and are limited in their reach.  Some nonprofits, including some 
SAHF members, have deep connections in the communities they serve that allow them to implement 
holistic, effective financial education programs. Consideration should also be given for activities that 
support access to in-home high-speed internet and fully capable computers for low income individuals 
and other activities that help bridge the digital divide so that low income families may fully participate in 
the modern economy. 
 
Loan originations 
In determining CRA credit, loan originations should be valued more highly than loan purchases. 
Origination requires additional efforts and relationships in the community that should be more highly 
valued. 
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Recordkeeping and reporting 
Banks should report CRA activity data in accordance with the examination cycle. As part of this 
reporting, regulators should require banks to report on their investments and lending with CDFIs. 
Currently, banks are not required to report on the community development lending or investments 
undertaken in concert with a CDFI. This makes it difficult to track, measure and assess this activity.  
 
It is critical that regulators provide greater transparency in the examination process. To the extent that 
there is a rubric or database used to evaluate banks, that information should be disclosed to banks and 
the public so that they may better understand the process and metrics.  This would also help to foster 
consistency across examiners.  Timeliness of examinations is equally important.  SAHF and its members 
have banking partners that have gone five or ten years without an examination and others who have 
waited years after an exam to receive a rating or a report. Reports delayed by years are too dated to be 
useful and don’t accurately reflect current performance. This process must be streamlined so that banks 
can understand their performance in serving the community and design sound strategies to improve 
performance where necessary.  CRA examinations for large institutions should adhere to the three-year 
schedule and should begin and end, including publication of the report, according to specific timelines. 
Without a timely and consistent feedback loop, other attempts to improve the efficiency of CRA are 
unlikely to be effective. 
 
SAHF members share a deep commitment to using data to improve their decision making and their 
impact on the community. We urge the OCC to use data to help establish clear guidance for banks and 
to share data with the broader public to increase understanding of the vital role of CRA and other 
innovative activities. 
 
Thank you the opportunity comment on the improvement of CRA.  We would be happy to further 
discuss our comments.  Please feel free to contact me at aponsor@sahfnet.org or 202-737-5973. 
 
 
Sincerely, 

 
Andrea R. Ponsor 
COO/EVP - Policy 

mailto:aponsor@sahfnet.org

