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bank’’ found in 12 U.S.C. 24 (Seventh).
The rule also specifies that institutions
that provide only cash management
controlled disbursement services are
excluded from CRA coverage. In
addition, the final rule provides for the
CRA’s applicability to foreign
institutions consistent with the IBEA
and prior agency interpretations.

Definitions
Many of the definitions in the 1994

proposal remain the same in the final
rule or have been adjusted only for
purposes of clarity, with no change in
substance. The agencies did, however,
change some definitions substantively.

Assessment area. The agencies
replaced the term ‘‘service area’’ in the
1994 proposal with ‘‘assessment area’’
in the final rule for the reasons
explained in the discussion of
assessment area.

ATM and branch. The agencies
changed the definitions of ATM and
branch to eliminate the requirement that
an ATM or a branch be at a fixed site.
This change means that staffed mobile
offices that are licensed as branches will
be considered ‘‘branches’’ under the
final rule and that mobile ATMs will be
considered ‘‘ATMs.’’ This change may
affect the delineation of an institution’s
assessment area(s) because the
assessment area(s) must include the
geographies in which the institution has
its main office, branches and deposit-
taking ATMs. Including mobile
branches and ATMs in defining an
assessment area ensures that an
institution that uses these means in an
area not otherwise served by the
institution will be evaluated on its
success in helping to meet the credit
needs of the area. Including mobile
branches in the definition of ‘‘branch’’
will also affect evaluation of an
institution’s service to its community
because the ‘‘service test’’ evaluates the
distribution of an institution’s branches
and the institution’s history of opening
and closing branches. In the revised Part
345, the FDIC uses the term ‘‘remote
service facility’’ instead of ‘‘ATM’’ to
conform with the terminology used in
its regulations.

Community development. The 1994
proposal did not provide a separate
definition of ‘‘community
development,’’ although the term was
used in defining community
development loans and services and
qualified investments. Several
commenters requested further guidance
on the scope of activities that would
qualify. Some commenters were
concerned that, without further
specification, the regulation might
permit an overly broad range of

activities to be considered favorably as
supporting community development.
Others were concerned that the
definition might be too narrow.

The final rule separately defines
community development to mean: (1)
Affordable housing (including
multifamily rental housing) for low- or
moderate-income individuals; (2)
community services targeted to low- or
moderate-income individuals; (3)
activities that promote economic
development by financing businesses or
farms that meet the size eligibility
standards of 13 CFR 121.802(a)(2) or
have gross annual revenues of $1
million or less; or (4) activities that
revitalize or stabilize low- or moderate-
income geographies.

The definition of community
development restricts qualifying
activities to those that promote
community welfare, while recognizing
that community welfare can be
promoted in diverse ways. For example,
a number of commenters, representing
both the industry and community and
consumer groups, stated that the
requirement in the 1994 proposal that
community development loans and
services and qualified investments meet
‘‘community economic development
needs’’ inappropriately limited
community development to efforts that
meet ‘‘economic’’ needs. The final rule
does not contain this limitation, and
community development includes
community- or tribal-based child care,
educational, health, or social services
targeted to low- or moderate-income
persons or services that revitalize or
stabilize low- or moderate-income
geographies.

In response to comments, the
definition clarifies the small businesses
and farms that the agencies intend to
cover. The section of the definition that
discusses activities that promote
economic development by financing
small businesses and farms refers to 13
CFR 121.802(a)(2), the size limitations
for the Small Business Administration’s
Small Business Investment Company
and Development Company programs,
as well as the $1 million gross annual
revenues threshold used for lending test
analysis.

Several commenters stated that
community development should require
benefit to low- and moderate-income
areas. However, narrowing the focus to
only these areas would ignore some of
the beneficial purposes of community
development lending for low- and
moderate-income individuals. Under
the rule, community development
includes activities outside of low- and
moderate-income areas if the activities
provide affordable housing for, or

community services targeted to, low- or
moderate-income individuals or if they
promote economic development by
financing small businesses and farms.
Activities that create, retain, or improve
jobs for low- or moderate-income
persons to stabilize or revitalize low- or
moderate-income areas also qualify as
community development, even if the
activities are not located in low- or
moderate-income areas.

The final rule also requires that, in
order to be community development
loans or services or qualified
investments, activities must have
community development as their
primary purpose. Activities not
designed for the 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 promoting economic
development by financing small
businesses and farms are not eligible.
The fact that an activity provides
indirect or short-term benefits to low- or
moderate-income persons does not
make the activity community
development. Thus, a loan for upper-
income housing in a distressed area
would not qualify simply on the basis
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.

The final rule removes the
requirement in the 1994 proposal that
community development loans and
services and qualified investments
primarily benefit low- or moderate-
income persons or small businesses or
farms. This requirement is unnecessary
because the definitions of community
development loan and service and
qualified investment in the final rule
require that community development be
the primary purpose of the activities.

Community development loan. The
agencies have amended the definition of
‘‘community development loan’’ as
described in the discussion of
‘‘community development’’ and in
several other ways to respond to
commenters’ concerns.

First, many commenters objected to
the requirement in the 1994 proposal
that community development loans
meet needs ‘‘not being met by the
private market.’’ Some commenters
pointed out that financial institutions
are part of the private market so, if
financial institutions make the loans,
the needs addressed by the loans will,
as a matter of course, be met by the
private market. To respond to these
comments, the agencies removed this


