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1 Examples of community development loans
include, but are not limited to, loans to: borrowers
for affordable housing rehabilitation and
construction, including construction and
permanent financing of multifamily rental property
serving low- and moderate-income persons; not-for-
profit organizations serving primarily low- and
moderate-income housing or other community
development needs; borrowers in support of
community facilities in low- and moderate-income
areas or that are targeted to low- and moderate-
income individuals; and financial intermediaries
including, but not limited to, Community
Development Financial Institutions (CDFIs),
Community Development Corporations (CDCs),
minority- and women-owned financial institutions,
and low-income or community development credit
unions that primarily lend or facilitate lending in
low- and moderate-income areas or to low- and
moderate-income individuals in order to promote
community development. Other examples include
loans to: local, state, and tribal governments for
community development activities; and loans 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.

2 Examples of community development services
include, among other things: providing technical
expertise for not-for-profit, tribal or government
organizations serving low- and moderate-income
housing needs or economic revitalization and
development; lending executives to organizations
facilitating affordable housing construction and
rehabilitation or development of affordable housing;
providing credit counseling, home buyers
counseling, home maintenance counseling, and/or
financial planning to promote community
development and affordable housing; school
savings programs; and other financial services the
primary purpose of which is community
development, such as low-cost or free government
check cashing.

qualifier from the definition of a
community development loan.

Second, some commenters expressed
confusion about the extent to which the
definition of ‘‘community development
loan’’ in the 1994 proposal would have
differed for wholesale and limited
purpose institutions. The agencies
amended the definition of ‘‘community
development loan’’ in the final rule to
clarify the two ways in which a
‘‘community development loan’’ differs
for wholesale and limited purpose
institutions. First, wholesale and
limited purpose institutions may
consider loans as community
development loans wherever they are
located, if the institutions have
otherwise adequately addressed the
credit needs in their assessment area(s).
This different treatment accounts for the
fact that wholesale and limited purpose
institutions typically draw their
resources from, and serve areas well
beyond, their immediate communities.
Second, a wholesale or limited purpose
institution may consider loans reported
as home mortgage, small business, small
farm or consumer loans to be
community development loans.
Institutions subject to the lending test
may not consider loans reported in
those categories to be community
development loans, unless the loans are
multifamily dwelling loans. This
different treatment recognizes that the
rule does not separately assess
wholesale and limited purpose
institutions on these reported loans.

Some commenters also urged that the
agencies permit wholesale and limited
purpose institutions to include as a
community development loan any loan
that primarily benefits low- or
moderate-income individuals regardless
of the loan’s effect on community
development. The lending test evaluates
an institution’s performance in making
home mortgage, small business, small
farm, and consumer loans based on the
geographic distribution of loans to
borrowers of different incomes, not on
the basis of the total number and dollar
amount of loans to low- and moderate-
income borrowers. Because the
community development test does not
consider borrower distribution, but only
loan amount and volume, crediting any
loan that benefits low- and moderate-
income individuals could significantly
inflate performance under this test.
Therefore, the final rule does not
incorporate the suggested change.

Other commenters urged that
institutions that are not wholesale or
limited purpose institutions have the
option of treating a home mortgage,
small business, or small farm loan as a
community development loan if it

would otherwise qualify. The agencies
have not done so. For retail institutions,
the community development loan
category permits consideration of loans
that do not meet the definitions of home
mortgage, small business or small farm
loans but deserve favorable
consideration in a CRA assessment.
Loans that do meet the definitions of
home mortgage, small business and
small farm loans are more appropriately
evaluated based on the criteria provided
for these loans in the lending test.

Some commenters requested that
retail institutions receive favorable
consideration for community
development loans outside their
assessment areas. Under the final rule,
an institution that is not a wholesale or
limited purpose institution may receive
favorable consideration for a community
development loan that benefits a
broader statewide or regional area that
includes the institution’s assessment
area(s). This approach maintains a
balance between the broader purposes
of community development lending and
the focus of CRA on meeting the credit
needs of an institution’s local
community. As previously noted,
because of their different operational
focus, wholesale and limited purpose
institutions receive consideration for
community development loans made
outside this broader area if they have
adequately addressed credit needs
within the area.1

Community development service. The
definition of ‘‘community development
service’’ has been moved to the
definition section of the rule for clarity.
The definition has been conformed to
the definitions of ‘‘community
development loan’’ and ‘‘qualified
investment’’ by removing the reference
to ‘‘needs not being met by the private

market’’ for the reasons described in the
discussion of ‘‘community development
loan.’’ In addition, community
development services are required to be
related to the provision of financial
services. For example, service on the
board of directors of an organization
that promotes credit availability or
affordable housing meets this
requirement. Providing technical
assistance in the financial services field
to community-based groups, local, or
tribal government agencies, or
intermediaries that help to meet the
credit needs of low- and moderate-
income individuals or small businesses
and farms is also related to the
provision of financial services. By
contrast, general participation by bank
or thrift employees in community
activities that do not take advantage of
the employee’s technical or financial
expertise would not qualify. Although
an admirable civic contribution, such
employee participation is not
sufficiently related to the provision of
financial services to meet the purposes
of CRA. As mentioned in the preamble
to the 1994 proposal, electronic benefits
transfer and point-of-sale terminal
systems that are designed to improve
access, such as by decreasing costs, for
low- or moderate-income individuals
would receive favorable consideration.2

Consumer loan. The definition of
‘‘consumer loan’’ remains substantially
the same as in the 1994 proposal. As in
the 1994 proposal, a consumer loan
must be extended to one or more
individuals for household, family, or
other personal expenditures. However,
as proposed in 1994, the definition
would have mirrored the definition of
consumer loan in the Consolidated
Report of Condition and Income (Call
Report) or Thrift Financial Report (TFR)
in an effort to reduce potential
regulatory burden. The Call Report and
TFR definitions exclude loans secured
by real estate and loans used to
purchase or carry securities. Many
industry commenters objected to these
exclusions. Commenters were
particularly concerned that home equity
loans that do not fall within the


