Preface

The Community Reinvestment Act (CRA) was enacted as Title VIII of the Housing and Community
Development Act of 1977. Its purpose was to ensure that financial institutions are made aware of the
credit needs of their communities, and that they will work with consumer and community groups to see
that those needs are met. Federal regulatory agencies provided guidelines for the implementation of CRA.
In 1980, the Community Reinvestment Act Information Statement further defined the agencies’
examination criteria, rating system, and expectations regarding bank performance under CRA.

Despite the addition of the 1980 statement, however, from 1977 to 1987, enough CRA-based protests
were handled by the Federal Reserve so that, based upon input from various consumer groups and other
sources, Congress raised serious questions regarding the regulatory agencies’ efforts to assure compliance
with CRA. The result, briefly stated, was that the regulatory agencies received a message from the federal
legislators to improve CRA compliance.

In March 1989, a revised joint statement was issued by the Comptroller of the Currency, the Board of
Governors of the Federal Reserve System, the Federal Home Loan Bank Board, and the Federal Deposit
Insurance Corporation. The statement clarified the types of policies and procedures that should be in place
to fulfill the responsibilities of a financial institution under the terms of CRA.

However, Congress was still not completely satisfied with the joint interagency statement and the
projected results, including increased regulatory scrutiny. In August 1989, the Financial Institutions
Reform, Recovery and Enforcement Act was passed. Two significant clauses were included:

e CRA was amended to require public disclosure of CRA evaluations by regulatory agencies.
Although a portion of the report will remain confidential, comments regarding each financial
institution’s performance and the assessment of that performance, including an overall rating, will
appear in the open section which is available to the public. Since July 1, 1990, regulators have
been required to publicly disclose CRA ratings for each institution.

e The Home Mortgage Disclosure Act (HMDA) was amended to require lenders to compile, verify
accuracy of, and report data on mortgage loan applications and mortgage loans approved.
Information by census tract must be captured for borrower identification including race, income,
and gender. The information had to have been gathered, compiled, and published in tables in the
fourth quarter of 1990. This information is used to assess whether discriminatory lending
practices exist.

In April 1990, the FFIEC approved disclosure guidelines and a revised rating system. The Federal
Deposit Insurance Corporation Improvement Act of 1991 focused on the other aspects of CRA-related
issues, including notice of branch closures, activities in distressed communities, and expanded disclosures
in the CRA Public Evaluation Report Section. Additionally, the FFIEC issued a new geocoding policy
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statement in December 1991 that acknowledges the need for depository institutions to analyze the
geographic distribution of their lending as part of their Community Reinvestment Act planning process.

For boards of directors and management teams throughout the United States, it is time to perform a self-
assessment regarding CRA performance. This book is designed to help financial institutions assess their
performance and identify potential areas of concern.
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