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Since 1977, the Community Reinvestment Act
(CRA) has required that federally insured bank-
ing institutions—commetcial banks and savings
associations—be evaluated on their records of help-
ing to meet the credit needs of their local commuini-
ties, including low- and moderate-income (hereaftet,
lower-income) neighborhoods. In 1995, the four fed-
eral agencies responsible for bank supervision sub-
stantially revised the regulations that implement the
CRA. The revisions were intended to emphasize
performance rather than process, to reduce unneces-
sary regulatory burden, and to increase consistency in
CRA evaluations.

Under the 1995 regulations, “large” institutions,
generally those with assets of $250 million or more,
have been evaluated under a three-part test, whereas
“small” institutions, generally those with assets of
less than $250 million, have been subject to compara-
tively streamlined evaluations. Large institutions
have been reguired to repokt data annually on certain
types of CRA-related loans (small-business, small-
farm, and community development loans) and on the
geegraphic areas (for example, census traets) that
eenstitute their l1eeal communities, whereas small
institutiens have Been exempt from sHER reperting:

In 2001, the agencies began reviewing the CRA
regulations to determine whether they were success-
ful in meeting the objectives that the agencies set
forth in 1995. The review focused in part on the
possibility of extending the eligibility for streamlined
examinations and the exemption from data reporting
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System (Board), the Federal Deposit Insurance Corporation (FDIC),
the Office of the Comptroller of the Currency (OCC), and the Office of
Thrift Supervision (OTS).[endoffootnote.]

to more institutions. In 2004 and 2005, the agencies
put forth several proposals to implement these
changes by raising the asset-size threshold from
$250 million to $500 million or $1 billion. The
proposals, and the public’s comments on them, paid
particular attention to how and when to evaluate the
community development performance of banking
institutions with assets of less than $1 billion, espe-=
cially in rural areas, where sueh institutions have a
propertionately larger presence than i urban areas. A
telated but separate issue that the ageneies presented
for public eomment was hew o define whieh bank
aetivities in rural areas sheuld be eensidered eommi-
Rity development il CRA évaluatiens:

We have evaluated a large amount of data to gain
insight into the potential effects of these proposals,
and in this article we report the key findings of our
research. Our intent is to inform deliberation over the
recent proposals, not to advocate any particular view,

BREF DESTRIATOON OF THE ((RA

The CRA encourages federally insured banking insti-
tutions to help meet the credit needs of their commu-
nities, including lower-income neighborhoods, in a
way that is consistent with the safe and sound oper-
ation of those institutions. In particular, the CRA
directs the federal agencies responsible for bank
supervision (1) to assess through examinations every
institution’s record of meeting such community credit
needs and (2) to consider the institution’s CRA record
when evaluating its application for deposit insurance
or for a charter, branch or other deposit facility, office
relocation, or merger or acquisition.

The CRA gives the agencies broad discretion to
implement the law. For example, the act does not

Griffith L. Garwood and Dolores S. Smith (1993), “The Community
Reinvestment Act: Evolution and Current Issues,” Fedinall! Reserve
Bullgtin, vol. 79 (April), pp. 251-&7.[endoffootnote. ]



define “low- or moderate-income neighborhood” or
a banking institution’s “‘community”; rather, the act
leaves those definitions to the agencies. The act also
leaves to the agencies the establishment of criteria for
rating an institution’s record of meeting its commu-
nity’s credit needs. Each agency has separate rule-
writing authority for the institutions it supervises; but
with one recent exception, the four ageneies have
adopted identieal regulations.

The 1995 regulations establish objective standards
for measuring performance. Rather than providing
specific lending thresholds for particular CRA rat-
ings, however, the standards are flexible and are
applied in the context of information about an insti-
tution, its community, and its competitors (broadly
referred to as the institution’s “performance con-
text”). Moreovex, the standards relate net only to the
guantity of an institution’s activities (for example,
the dellar ameunt of mertgage leans extended) but
alse to the guality of these activities (that is, their
eorrelation with the eemmunity’s needs for eredit).

Examiners evaluate institutions primarily on their
performance in their local communities, which the
regulations define as the institutions’ *“assessment
areas.” Assessment areas encircle an institution’s
deposit-taking facilities, such as its branches and, if
applicable, its automated teller machines (ATMS).
Assessment areas are composed of census tracts of
aggrepations of census tracts, such as counties of
metropelitan statistical areas. Examiners consider an
institutien’ s perfermanee eutside its assessment area
enly in limited cirsymstaness:

Transparency is an important aspect of the regu-
lations. Every institution’s CRA rating—either “out-
standing,” ‘“satisfactory,” “needs to improve,” or
“substantial noncompliance”—iis made public, as is
a written evaluation that explains the basis of the
rating.

small-business and small-farm loans by individual
census tract. They must also report the total num-
ber and dollar amount, but not the geographic dis-
tribution, of their community development loans. In
addition, if an institution is subject to the reporting
requirements of the Home Mortgage Disclosure Act
(HMDA), it is required to disclose detailed informa-
tion about its mortgage loans; if the institution is also
large for CRA purposes, it must repert geographie
informatien for rural mortgage leans, whieh it othet-
wise does fiot need to repoft.

The criteria in the 1995 regulations for evaluating
an institution’s performance incorporate four key
distinctions. First, the criteria distinguish large bank-
ing institutions from small ones. Large banking
institutions are subject to a three-part test that looks
at lending, investments, and services, whereas small
banking institutions face a streamlined test that
coneentrates on lending (see boxes *The Large-
Institution Evaluation” and ‘‘The Small-Institution
Evaluation”). Mereover, large banking institutions
ust report data te the ageneies; small banking insti-
tutiens need net @e s

Second, the criteria distinguish among types of
banking activity: lending, investing, and providing
services. The regulations require the agencies to give
large banking institutions explicit sub-ratings on each
of these types of activity. Although small banking
institutions are not usually evaluated on their invest-
ments of services, they may improve their chances of
receiving an “outstanding” CRA rating if they elect
to be evaluated in those areas.

Third, the evaluation criteria reflect a distinction
between area-based and recipient-based measures
of performance. The CRA’s measure of area is
the census tract. Key area-based criteria in CRA
evaluations include the proportion of an institwtion’s
retail loans, and the proportion of its branches, in
lower-income census tracts. Categories of census
tract income are determined by the ratio of a census
tract’'s median family income to the median family
ineeme of the relevant surreunding area as estab-
lished at the mest recent decennial census. The ranges
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of the Federal Reserve System, Federal Deposit Insurance Corpora-
tion, Office of Thrift Supervision (1995), ‘‘Commumity Reinvestment
Act Regulations,” Federall Registerr, vol. 60 (May 4), pp. 22156,
22178 [endoffootnote.]

ffodiivee] datiGgsA thatingpe thé ¢yphuasforevéioatiomnifde,
institution or large-institution), the date of the evaluatiom, and the
name of the agency that conducted the evaluation are available from
the Federal Financial Institutions Examination Council (FFIEC) at
www.ftiec.gov. Comprehensive written evaluations, including “sub-
ratings,” are available through links from the FFIEC’s website to the
websites of the supervisory agencies, which post the evaluations as
PDF files. The sub-ratings are available in written form only; they are
unavailable in a quantitative, easy-to-use format that would facilitate
afalysis.[endoffootnote. ]
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HMDA must report the census tracts of all properties for which loans
have been extended or for which loan applications have been received
unless the loan is made or the application is received in a county with
a population of 30,000 or less, in which case reporting the census tract
is optional. Small institutions covered by HMDA may, but need not,
report the property locations (census tracts and counties) for their rural
1eans.[endoffootnote.]



[Hdgenhimpgédnfktite ticon dévilutitirion Evaluation

The regulations that implement the CRA establish three
tests by which the performance of most large retail bank-
ing institutions is evaluated: a lending test, an investment
test, and a service test.

The lendlilgg test measures lending activity for many
types of loan, including home mortgage, small-business,
and small-farm loans. The assessment criteria are the
proportion of an institution's loans in its assessment
areas, the distribution of lending across borroweis of
different incomes, the distribution of lending across cen-
sus traets of different incomes, the extent of community
develepment lending, and the use of innevative or filex-
ible lending practices to address the eredit needs ef
lewer-inesrae individuals of areas:

The investmesi! test considers a banking institution’s
qualified investments that benefit its assessment area or a
broader statewide or regional area that includes its assess-
ment area. A qualified investment is a lawful inmvestment,
deposit, membeiship share, or grant that has community
development as its primary plrpose.

The servigee test considers the availability of an institu-
tion’s system for delivering retail banking services and
judges the extent of its commuimity development services
and their innovativeness and responsiveness. Among the
assessment criteria for retail banking services are the
geographie distribution of an institution’s branches and
the availability and effectiveness of alternative systems
for delivering retail banking services, sueh as automated
teller maechines, iR lower-income areas and te lower=
ineerne persens.[endofbox.]

tan area. For a census tract in a nmonmetropolitan
(rural) area, the relevant surrounding area is the
entire nonmetropolitan region of the state. Baseline
classifications of census tract income change every
ten years with the release of the census.?

In addition to area-based measures of performance,
CRA evaluations use analogous recipient-based mea-
sures. Examples include the proportion of an insti-
tution’s loans extended to lower-income borrowers
(in the case of mortgage and consumer loans) and
to enterprises of different sizes (in the case of small-
business and small-farm loans) and the proportion of
an institution’s services offered to lower-income indi=
viduals. The evaluation eriteria classify borrowers by
ineerme in relatien te the median family income of the
relevant surreunding area. In deing se, the eriteria
use the same pereentage breakdewns used te elassify
68ASUS fracis By ineeme and the same MeHOPSlikan-
fenmetrepelitan distinetion 8 eenstruet the Bassline.
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Small institutions are eligible for streamlined CRA evalu-
ations and are exempt from CRA data reporting obliga-
tions. The performance of a small institution is measured
by its efforts to help meet the credit needs of its assess-
ment area. These efforts are evaluated according to the
following criteria:

¢ the institution’s overall ratio of loan dollars to deposits

¢ the percentage of loans or, as appropriate, other
lending-related activities in the assessment area

¢ the institution's record of lending to borrowers of dif-
ferent income levels and to businesses and farms of
different sizes

¢ the geographic distribution of the institution’s loans

¢ the institution’s record of responding to written com-
plaints about its performance in helping to meet credit
needs in assessment areas[endofbox.]

The main difference between the classifications for
borrowers and those for census tracts is that baseline
classifications for borrowers are updated every year,
when the Department of Housing and Urban Devel-
opment publishes the estimates of area family
income, whereas those for census traets are updated
8Vvery ten years.

Fourth, the evaluation criteria distinguish between
retail activities, which are often regarded as the tra-
ditional business of a banking institution, and com-
munity development activities, which are intended
primarily to improve the welfare of lower-income
people or areas. The regulation recognizes four cate-
gories of community development activity, three of
whieh (afferdable housing, community services, and
economic development through small-business of
small-farm finaneing) target certain recipients—
lewer-ineome people, small businesses, of small
farms—and ene of whieh (revitalization and stabili-
zation) targels eeriain areas—Ilower-income 68ASHS
traets. FOr & large institvtion, eommunity dsvelep-
fAent perfermanee i3 & faetor in the ERA sib-rating
8N each of the three activity-pased fesis éﬂ@ﬂ&iﬁ%
{nvestment, and serviee). 1n ihe case of fhe inves
Ment fest, the suB-fating depends entirely oA the
instiioR's Fecerd of Making community develgp:
MERt {AVESHABALS, WHEreas 1A e case of ihe 1ending
QHH service [gsls: e sHB-fan (EPERAS; fESPEE:
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For a small institution, unlike for a large one,

decade because of changes in the boumdlavies of metropolitam areas{endoﬁootn&@lnmunity development performance is not a man-



datory part of the evaluation. But a small institution
may choose to be evaluated on its community devel-
opment loans, investments, or services as a basis for
possibly boosting the institation’s rating from “satis-
factory” to “outstanding.”

THE AGENCTIES  PROPOSALS TO AVENRD THE
CRA REGULATIONS

In 1995, when the four banking agencies adopted
major amendments to the regulations that implement
the CRA, they committed themselves to reviewing
the amended regulations to assess the regulations’
effectiveness in emphasizing performance over
process, promoting consistency in evaluations, and
eliminating unnecessary regulatory burden. They
began that review in July 2001 with the publication in
the Fedkrall Registerr of an advance notice of pro-
posed rulemaking. Since early 2004, the agencies
have issued several proposals.

Recentt CRA Praposals

In February 2004, the banking agencies issued identi-
cal proposals to amend their respective CRA regula-
tions to increase the number of institutions classified
as small. Under the 1995 regulations, an institution
is defined as small if it has less than $250 million
in assets and is not a member of a holding company
that has $1 billion or more in assets. Institutions not
defined as small are classified as large. The four
agencies proposed to expand the definition of “small
institution” to cover those institutions with assets
of up to $500 million and to eliminate the holding
company criterion.

Commenters on that proposal were deeply split.
Industry commenters, seeking to reduce their regu-
latory burden, wanted to raise the large-institution
threshold higher than was proposed (as high as $2 bil-
lion). But community groups opposed any increase

in the threshold, asserting that an increase would lead
institutions newly classified as small to reduce their
investments in community development.

In July 2004, the OTS announced that it would
raise the large-institution threshold for savings asso-
ciations to $1 billion, the OCC announced that it
would refrain from adopting the February proposal,
and the Board stated that it would formally with-
draw the proposal from consideration. The Board
explained that raising the large-institution threshold
to $500 million was not guaranteed to yield signifi-
cant cost savings for institutions and that it might
significantly reduce investments in community
development in some rural communities.

A month later, the FDIC issued a new proposal
to raise the large-institution threshold to $1 billion
for FDIC-supervised institutions and to continue to
evaluate institutions with assets between $250 mil-
lion and $1 billion on their community development
records but on a modified basis. Again, commenters
were divided over the proposal. Many industry com-
menters opposed evaluating these institutions on their
community development records, many community
group commenters contended that the proposed
evaluation was not rigorous.

Also in August 2004, the FDIC proposed that a
bank activity that benefits an individual or a com-
munity in a rural area be considered community
development under the CRA, even if neither the
individual nor the community is of lower income,.
Commenters also split on that proposal. Some
expressed concern that the agency would give
CRA recognition to bank investments in affluent
rural areas. Some supporied the proposal, how-
ever, beeause they favored recegnizing institu-
tiens’ suppert of infrastructure, business develop-
ment, and ether needs in rural areas as community
development.

In November 2004, the OTS, too, proposed to
recognize as community development a bank activity
that benefits an individual or a community in a rural
area, even if neither the individual nor the commu-
nity is of lower income.
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of the Federal Reserve System, Federal Deposit Insurance Corpora-
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The Three-Agency Proposall of February 2005

In February 2005, the Board, the OCC, and the FDIC
published for public comment a joint proposal, which
again addressed the definitions of *“small institution™
and “commumity development” in rural areas. The
proposal would modify the CRA regulations in three
ways:

1.

It would raise the asset threshold for a large insti-
tution from $250 million to $1 billion and would
eliminate the holding company criterion. Thus, all

banking institutions with less than $1 billion in

assets would be exempt from CRA data reporting
obligations.

. It would create a subcategory of small institutions

called “intermediate small institutions,” those

with assets between $250 million and $1 billion,

and would subject such institutions to a two-part
evaluation,

¢ One part would evaluate the institution's retail
lending. The evaluation would use the criteria
now used for small institutions (those with less
than $250 million in assets)—for example, the
ratio of overall loan dollars to deposits and the
distribution of loans across borrowers and areas
of different relative incomes. Those criteria dif-
fer little in sybstanee from the criteria applied to
the retail lending of large institutions, but the
evaluation of small institutions’ retail lending is,
in praetiee, more Streamlined beeause of theif
exemption from the reguirerent to eellset of
repert daia oA 1eans and assessment areas.

* A second part, given equal weight in assign-
ing an overall CRA rating, would evaluate
an intermediate small institution’s community
development record. Instead of considering that
record in three separate tests (as does the large-
institution evaluation, which now applies to
intermediate small institutions), the evaluation
would gather into one test all community devel-
opment activities, regardless of type, including
lending, investing, and providing services.

3. It would revise the definition of *“community

development” in rural areas—for institutions of

1 §todlheproposat wiaplds kawe unichemge drthkacrjtatiehfor éreakaatinge valu

smalll institutions (those with less than $250 miillion in assets); as
noted earlier, these criteria concemtrate on retail lending (see box
“The Smmll-institution Evaluation™). The proposal would also leave
unchanged the criteria for evaluating large institutioms (those with
more than $1 billion in assets), which would continue to be subject to
a three-part evaluation (see box “The Large-Institution Evaluation*)[endofost@® used for small institutions; they would also be

any size. The definition in the 1995 regulations
imposes a lower-income restriction on bank activi-
ties that may be credited as community develop-
ment in CRA evaluations: Such activities must
primarily benefit either lower-income people or
lower-income areas. The agencies proposed to
relax that restriction in rural areas.

¢ Under the proposal, bank activities would be

considered community development if they
revitalized or stabilized any *“‘wnderserved rural
area” or provided affordable housing for any
individual in any such area, even if the area was
not defined as “low or moderate income.” The
agencies sought comment on how to identify
underserved rural areas not already classified as
lowet-ineome tracts. The agencies specifically
sought comment on eriteria adapted from the
Community Development Finaneial Institutions
Fuﬁdf% definitien of an “iﬁ‘(z@_%tm%m area.” The
griteria, as adapied, weuld identify as wndef-
§8fV§@l_ an area EHQE _h§§ at least ene ef the
fellewing 6h§f§€t§ﬂ§_ﬂ€§? (1) an &ﬂ@ﬁlﬁl@yfﬁ@ﬁ%
rate of at least 1.5 times the natienal éV@fé%é;
(3) & IBB_\'/%EE Faie of 20 pereent oF Mere, oF (3) &
EHBBH ation 18ss of 10 pereent or more Between

& previeus and mest recent decennial cen-
SHSES OF & Nt Mmigration 1853 8f 5 pereent of
fBre BVEr He five-vedr periad preceding e
MBSt FECEnt SERSHS:

The agencies also sought comment on an aliter-
native proposal to liberalize the definition of a
“low or moderate income™ rural census tract
in one of two ways, at least for the purpose
of determining which area-based activities in
rural areas are considered community devel-
opment: (1) change the baseline for defining
fural tract incomes from the nonmetropolitan
state median income to the statewide median
ineerme, whieh is the higher of the twe statistics
in all but ene state, of (2) raise the *“lew of
mederate ineeme’* limit from ii§ eurrent level of
80 pereent:

EFFECTS OF RAISING THE ASSET-SIZE
THRESHOLD

As noted earlier, the 2005 proposal would raise the
asset-size threshold for a large institution from
%250 million to $1 billion and would eliminate the
holding company criterion. Institutions with asset
sizes below the $1 billion threshold would be subject
to a streamlined CRA lending test equivalent to that



exempt from the evaluation of branching under the
service test now applied to institutions with assets of
more than $250 million. The proposal would also
create a new community development test for inter-
mediate small institutions.

In the first part of this section, we analyze several
issues related to this portion of the proposal. First,
we identify and describe the institutions and banking
markets that would be affected by raising the thresh-
old to $1 billion and eliminating the holding com-
pany criterion. Second, we examine the potential
effect of using a streamlined version of the CRA
lending test and eliminating the service (branching)
test for institutions with asset sizes below the thiesh-
old. Specifically, we examine the effect of the current
$250 millien threshold on the retail lending and
branching activities of institutions withif a narrew
fange ef the eurrent thresheld. Third, we censider
whether the rele of semmunity development Isnding
iA ERA ratings has been signifieant.

Parties Affected! by Raising the Threshold and
Elimimating the Holdking Compamy Criterion

Raising the threshold and eliminating the holding
company criterion would affiect both banking institu-
tions and the communities they serve. Using 2003 as
a test year, we looked at the characteristics of institu-
tions that would have been subject to a different CRA
evaluation process had the regulations proposed in
February 2005 been in effect. We also identified the
local banking markets that might have been most
affected had the threshold been raised.

Banking Institutions

As of December 31, 2003, 9,095 banking institutions
were subject to the CRA (table 1). We estimate that,

of those, 1,621 institutions that were considered large
as of that date would be considered intermediate
small or small under the agencies’ 2005 CRA pro-
posal (columns 1-3). These “status-changing™ insti-
tutions constituted 18 percent of all institutions sub-
ject to the CRA, and they held 13 percent of the
deposits held by all such institutions. Intermediate
small institutions consisted of 1,264 institutions that
had between $250 million and $1 billion in assets
(eslumn 2) and 116 institutions that had fmere than
$1 billien in assets but whieh weuld not be consid-
ered large under the propesal because of a propesed
requirement to exceed the asset thresheld fer twe
é@ﬁ_§@€\_&lﬂ‘&@ yBats (eslumn 3). TH@_”H@WQ& Sl
institdtions eensisied of EH@_ 241 insHidiiens that had
assets of less than $250 millien But whieh nenethe-
less were §H’B@J6€E 16 the léfgé -Instiytion ERA examl:
natisn lﬁ 3003, generally Because they were part of
3 bank holding EB{HEQﬁy With assels of mere than
$1 Billien (8IHMA H): These institutions would be
considered small under the 2005 proposal.

The 1,621 status-changing institutions differ from
other CRA-covered institutions along a number of
dimensions. First, 28 percent of the status-changing
institutions had headquarters in nonmetropolitan
areas, compared with 7 percent of institutions with
assets exceeding $1 billion and 52 percent of small
banking institutions. Of the status-changing institu-
tions with headquarters in nonmetropolitan areas,
60 percent had headquarters in exurban counties (non-
metropolitan counties adjacent to metropolitan areas)
and 40 percent in remote counties (counties not adja-
cent to metropolitan areas). Second, 14 percent
of the status-changing institutions had “outstanding™
CRA performance ratings at their last examinations,
compared with 37 percent of larger institutions and
11 percent of small institutions.

[f@othbidpd EheUmdgrotiad, pnogaseldiantesmadli atestitnsibninssitutidnsotvould not

be subject to the large-institution service test. The service test evalu-
ates, among other things, the geographic distribution of an institu-
tion’s branches and its record of opening and closing branches, as well
as its record of providing community development services—that is,
finameindl services targeted to lower-income people. Under the pro-
posal, the branching of intermediate small institutions would no
longer be evaluated although, under the proposed community develop-
ment test, the community development serviees of such institutions
would be.[endoffootnote.]
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holding company. They had exceeded the asset-size threshold for the
large-institution examination as of the beginning of 2003, but their
assets had fallen below $250 million as of the end of the year. Under
the 1995 regulations, these institutions had reverted to the small-
institution examination as of the beginning of 2004.[endoffootnote.]
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[foothote]cbhv Siniesry venienescanttr rgneaech thgnotethghe thhanges thatetbd by the large-institution examination as of December 31, 2003,

OTS made to its regulations and assumed that the OTS regulations are
the 1995 regulations.[endoffootnote.]

had last been evaluated under the CRA as small banking institutions
(data shown under the “small-institution™ subcategory); consequently,

[Rothdte]148d WOIised 22003 pean testaysarabquassetahgridssvainthdt wasthby had not yet been evaluated as “large.”[endoffootnote.]

latest year for which public data on retail lending activities related to
the CRA were available.[endoffootnote.]

Joofntela2dif yimg lassiFydogntica) teuhiiss DopatiiBemephAmerulef Agricul-
ture makes the distinction between exurban and remote, among others.[endoffootnote.]



Table 1Barfkanki mystitaticutsoos vevedrby tye ttR AR Aroypedbby bylected teharhatensticstisndadistdibuisd tby byselsazesize,

as of December 31, 2003
Number except as noted

Type of institution, by assatygieeofnikliiotiof dolasspt size (millionTypeloifdreXitpei @ eyt teiti e (as
Type ofinstitution,byassetsize(millionsofdollars)

i eibserfiird] Gl G gl?mrllamhutl n, pxng‘s?et size (millions of dollars)

Small Institution!

Large Institution'*** S fitAhsritiotisflieermee Miwo:
Large Institutionl*® eIt gtitiition! Tatal Share
Characteristic Morethan1,000 — d of its
Lds Insti 599'°°"‘°‘9M@§§ thdrarhddgditution“E§s " More 1,000 M eposil
srge " n]%%oo Recem[seefcm}lxe]a the:s gg?]%‘ o (percent)
25683“““‘"“9]2 : Recent® Nonrecent 150 zwmmmmﬁ mber  Percent
Locatibor (héedggoarters)
Urban (metropolitan area)
Center cit ) 71 463 53 316 766 294 121 2,084 22.9 74.7
0 quarters,
ﬂ%@%@%@)ﬂna %?%éfu%%v*““o‘els 81 456 47 101 1,633 415 153 2,886 31.7 15.0
Exurban 61 199 10 23 1,649 273 67 2,282 25.1 58
LoBtion(teeadquarters)RuralRemote 28 144 5 8 1,417 182 41 1,825 20.1 37
UdBatidiifiateduareer§)U . S. -affiliatedareals ol 0 2 1 9 6 0 0 18 2 8
Rattirgg on mostt recemtt CRA exam
Outstanding 34 164 26 168 573 165 50 1,180 13.0 54.3
RatinforoostrecentCRAexamSatisfactory 185 1,050 84 282 4,405 918 293 7,217 79.4 429
NatidgobmostigrentCRAexamNeeds to improve 0 7 1 0 27 0 1 36 4 A
Satistymtiak tGRAHearcBubstantial noncompliance 0 0 0 1 3 0 0 4 .0 0
Ratirg¢nmosiacantCRAgamd)one (no exam in 5 years) 22 43 5 6 463 81 38 658 7.2 2.7
Typee of muostt recentt CRA exam
Large-institution 120 909 95 412 6 2 2 1,555 17.1 80.2
Sypabfmostreoeit@RAexamSmall-institution 79 201 9 3 4973 1,075 339 6,769 74.4 12.8
Dyiperst most recent CRA exam Otherlseefootnotel” 11 21 7 36 28 6 3 113 1.2 43
Nyneef(wstkecantCRASxgabtehe (no exam in 5 years) 22 43 5 6 463 81 38 658 7.2 2.7
Cuverrerpgalotdy ¥
Board 20 162 14 62 497 124 46 925 10.2 17.4
EDd@ntregulatorFDI1C 136 639 57 163 3,413 627 222 5,257 57.8 24.4
Q(@eentregulator0CC 70 298 22 145 1,100 280 77 1,992 21.9 44.1
QflifBentregulatorOTS 15 165 23 87 461 133 37 921 10.1 14.2
Al
Number 241 1,264 116 457 5,471 1,164 382 9,005 100 100
Rér@entent 2.7 13.9 13 5.0 60.1 12.8 4.2 100 100
Meswio
Median number of days between exams 1,703 963 927 1,035 1,734 1,734 1,657 1,645
ShizkeCo B ldesositsd épesitsatipercent) 5 9.6 2.9 75.6 6.0 36 1.9 100 100

NOTE. Here and in subsequent tables, “CRA"” means Commumity Reinvest-
ment Act, and compomemts may not sum to totals because of rounding.

a narrow product line, such as one composed of credit card or motor vehicle
loans, to a regional or broader market. Exams for wholesale and limited-

[fookrmte} linktingEonsstiretibankang hastiingonsstibatiarepaitetl rBpoRedat200d data purpose institutions are limited to commumity development activities.[endoffootnote.]
small-business, small-farm, or comrmumity developrment lending as required of Bodfiwtedidt @grrenorsegudathes BoartheofBGarderafo® ovk riter sFedetht Keserad Reserve
large institutions under the CRA. All other institutions are small institutions[endoffooSgttdm (Board), the Federal Deposit Insurance Corporation (EDIC), the

Pooiioes} 2 indtisdonsstiteti gesceal yggraatakdy martitednknbiolding botdpagiesompan@ffice of the Comptroller of the Currency (OCC), and the Office of Thrift

with assets of more than $1 billion and are currently covered by the large-
institution CRA exam.[endoffootnote.]

Footfidtededit ™ RmstEntionn stity hank ing hestiting i
lion in assets as of December 31, 2003, but not in the two consecutive years
before 2003. If the asset-size threshold had been raised to $1 billion as of year-
end 2003, these institutions would not yet hawve qualified for the large-
institution CRA exam.[endoffootnote.]

fiattioad thatehtilam$iettan $1 bil- SOURCES. Here and in subsequent tables,

Supervision (OTS).[endoffootnote.]

. Not appliicable.
except as noted, analyses
incorporate data from one or more of the following sources: unemployment,
Bureau of Labor Statistics (2002); assets and business loans (as of June 30,
2003; data adjusted through December 31, 2003, to reflect changes in bank-
ing institution structure), Consolidated Reports of Condition and Income (Call

FooTtotal 4ind tetoinstitaki onsrér db am F25€hani iz imidbimts ins acfeldeasmf DeceReport), Federal Deposit Insurance Corporation (2003); branches and deposits

ber 31, 2003, but failed to qualify for the large-institution CRA exam because
they had not held this amoumnt of assets for two consecutive years.[endoffootnote.]

(as of June 30, 2003; data adjusted through December 31, 2003, to reflect
changes in banking institution structure), Summary of Deposits, Federal

ffookintaban Breahameaceamties adjmteart baljavetropoliteirapeditarcmaestes areasote ardaeposit Insurance Corporation (2003); filings under the Home Mortgage

are counties not adjacent to metropolitan areas.[endoffootnote.]

Disclosure Act and the Commemumity Reinvestmemt Act, Federal Financial Insti-

HoolnothjsbarticlhidJdStiaf ] idt8d affiliatannsisto £ dagistiofirAFrmarican(Bemoathuam, thtions Examimation Council (2003); metropolitan statistical areas, Office of

Commomweslth of the Northern Mariana Islands, Puerto Rico, and the U.S.
Virgin Islands.[endoffootnote.]

Management and Budget (2004); census tracts, U.S. Census Bureau (2000); net
maigration, Estimated Compoments of Population Change, Population Estimates

[footiOtdje?” "@xie' cexemsstradegic-plrategivhubesaleyh atedalémited plipdted -purp @regram, U.S. Ceasus Bureau (2000); poveity, Small Area Income and Poverty

institutions. A strategic-plan institution develops its own plan, subject to the
approval of a supervising agency, for evaluating its CRA performance. A
wholesale institution does not extend home mortgage, small-business, small-
farm, or consumer loans to retail customers; a limited-purpose institution offers

is no universally accepted geographic definition of
local banking markets, but the Federal Reserve Banks
have constructed a list of local banking market defini-
tions for reviews of the competitive effects of pro-

Estimates program, U.S. Census Bureau (2002); rural area designations, Urban
Influence Codes, Econormie Research Service, U.S. Depariment of Agriculture
(2003).

definitions in our analysis. Not all parts of the
country have been defined for this purpose; however,

[f@Rnolep@d. bankih g ankiketsmarketst arecastandyessprivylenuivaléRiAto CRA

assessment areas. Unlike CRA assessment areas, local banking mar-

posed mergers and acquisitions, and we used these

Local Banking Markets
Another way to look at the effect of raising the threshold is in terms of local banking markets. There

kets are not drawn from the perspective of a particular institution.[endoffootnote.]



the 1,873 defined markets account for 96.7 percent of
the branches and 97.7 percent of the deposits held by
banking institutions nationwide (table 2). Seventy
percent of banking markets are rural, but such mar-
kets account for a relatively small proportion of bank-
ing deposits nationwide (about one-eighth—data
omitted from table) because most people and busi-
nesses are located in metropolitan areas.

For the market analysis, we focused on markets
in which status-changing institutions play a signifi-
cant role. We used two methods to characterize the
roles of status-changing institutions in their mar-
kets: the percentage of a market’s deposits held by
status-changing institutions and the determination of
whether a status-changing institution is the largest
institution in the market.

The first method, the “market-share method,” clas-
sifies markets by the percentage of each market's
deposits held by status-changing institutions. This
method assumes that an institution’s propensity to
invest in its market is directly related to its share
of the market's deposits. (Here, we use the word
“invest” in its broadest sense to include extensions
of credit, serviees, grants, and equity investments.)
The methed further assumes that all institutions that
shift from a large-institution examination te a small-
institytion examination experience the same proper-
tienal ehange in their prepensity t6 iAvest in the
market. These assumptions imply that the markets
with the greaiest presenes (as measured By share ef
fmarket depesiis) of status-ehanging inskitions will
gxperienee fhe largest propertienal ehanges in Bank-
ing iRsHiHHOAS' lending and investng 1A ihe market:

FablBankiBgniindsatsagretspgdobpelbdntidocatidnd etritdiserd thiesh dine stfanaaok eh aldpetsdsplosits el diitunstitutierswhaldvshifd shift

TablBank Beniclesrathslepdsdspesiispedobpdddayidncation
and distributed by market status of location,
as of December 31, 2003

Ruail US.-
Item Urban affiliated  Total
Exurban Remote area
Branchhes
Number
In deﬁnﬁed nmrkﬁts i 66,815 10,234 7,806 0 84855
Nt in s Number
i chlh MY 1034 606 641 2,893
EFSTotaI 67,427 11268 8,412 641 87,748
Mravehts Percent
In defined markepts . 99.1 90.8 92.8 0 96.7
Net in fighps Percen K
markets mAkE 92 72 100 33
"BrtaichesPercentTotal 100 100 100 100 100
Sharee of depposits
(pemerty)
In defined markets 99.4 91.8 92.7 0 97.7
Wrﬁpﬁ%ﬁpﬂéﬁs (percent)
ot 11, fiLpe markets g 8.2 73 100 23
Tot(al Share of deposits 100 100 100 100 100
percent) Total
Mo
Number of defined
markets 563 693 617 0 1,873

ShEMOSHepogitsdaposits in

defined markets

(percent) 88.7 6.9 44 0 100
ShEMOSHepogitsdapodits not in

defined markets

(percent) 211 26.3 14.9 37.7 100
MERQeAvendyer mfmber of

banking institution

headquarters per

defined market 191 7.0 6.3 0 10.4

NOTE. In this article, markets are those defined as local banking markets by
the Federal Reserve Banks; these defined areas do not cover all parts of the
coumtry. For markets that span more than one type of area, location is deter-
mined by the area with the largest percentage of market deposits. For defini-
tions of “exurban’ and ‘‘remote,” see table 1, note 5. For definition of “U.S.-
affiliated area,” see table 1, note 6.

The second method of market analysis, the "largest-institution method," classifies markets by the size of
the largest institution with a presence (office) in the market regardless of the market share of that institution.

This method assumes that if raising the threshold has an effect, the effect is ganicularlly large in those
arge-institution

markets that go from having one or more institutions that are subject to the t
examination fo having no such institutions. i
As noted earlier, the market-share method identifies the share of market deposits held by status-
changing institutions (table 3).

ree-part

from large-institution to small-institution CRA examinations under the agencies’ 2005 proposal, as of December 31, 2003

Percent except as noted

Share of market deposits ~ Sl@inarefaf ot EsfEdbeth(f ) Share of market deposits
affected(percent)Bhare ofmarketdepositsaffected(percent) affected(percent)51-100
Location of market! 11-20 21-50 Total
0 1-10 11-20 21-50 51-100
Uribaar:
Number 88 145 123 173 34 563
PérbantPercent 15.6 25.8 21.9 30.7 6.0 100
PérbantPerdgfit ade bghtedrkyt depksitdeposits 7 60.8 26.3 111 11 100
Ruared]
Exurban
Number 218 100 95 196 87 693
RifatExutbanPercent 31.0 14.4 13.7 28.3 12.6 100
RitetEnatbant gtead bye imphtkdt depositet deposits 16.9 28.9 14.1 28.5 11.5 100
RruradtRemote
Number 218 61 88 185 65 617
RifetBentotePercent 353 9.9 143 30.0 10.5 100
RitetBentoteRighted Wyigited-thdepaskst deposits 17.7 15.7 173 39.6 9.8 100
Al
Number 521 306 306 554 186 1,873
PaiicBatcent 27.8 16.3 16.3 29.6 9.9 100
PaiicBat ceret ghteghbyd nhyr keardep addposits 2.6 56.6 25.0 13.6 2.2 100

NOTE. See note to table 2.

1. The weighting factor for the weighted percentages is the amount of depos-
its in the market location as a share of total deposits.[endoffootnote.]

[footnote]



As of December 31,
2003, 28 percent of the nation's 1,873 banking
markets (with 3 percent of nationwide deposits)
had no status-changing institution located within
the market (column 1). Under either the market-
share or the largest-institution method, those mar-
kets would presumably be unaffected by raising
the threshold to $1 billion. In another one-third
of markets (with 82 pereent of nationwide deposits),
status-changing institutions held less than 20 per-
cent of depesiis and thus, under the market-share
methed, weuld likely net see major effects (esl-
urmnAs 2 and 3). But in reughly 10 pereent of mar-
kets (with 2 pereent of natienwide dspesits),

Fabld haraClearsidter isfi cownftiesunt insaikatsacloetsi deresi derechpatbn tiadkt affsttedfbytech iy canakec inatlee ibathe-Insgetitistit thi@s htikshold

to $1 billion, by method of market analysis

Percent except as noted

Tdble BankBag kiragkesr ketongedulped deptionatiod disdribistecbuted
by change in CRA reporting status of largest banking
institution with an office in the market, as of
December 31, 2003

Percent except as noted

Large
Location of market Remains changes Remains Total
small to large
small
rban
Ut numoer 25 19 519 563
Peirbent Percent 4.4 34 92.2 100
Peirbant Reedghtedreighted
by market deposits 1 1 99.9 100
éur llaan Exurban
Number 51 50 592 693
RBeattoairbanPercent 74 7.2 85.4 100
RPeattbarbamightedt weighted
by market deposits 2.2 3.0 94.8 100
RRunatt®emote
Number 98 89 430 617
RBaiRamotePercent 15.9 14.4 69.7 100
RPratRemotePiioted weighted
by market deposits 43 75 88.2 100
Al
Number 174 158 1,541 1,873
Patteetcent 9.3 84 823 100
Pait et oretgiveidhted
by market deposits 4 6 99.0 100

NOTE. See notes to table 3.
status-changing institutions held more than 50 per-
cent of market deposits and, consequently, those mar-
kets have the potential to be most affected (col-
umn 5).

Method of market analyeistand trfoatiokennesieis ShBIREAtion of market™ "I Method of market analysis and location of marketlsee footmotelt
Method of marketanalysisandlocation of marketlse¢foomete National
atio

Market-share Largest-indtiautjest Institution average

Characteristic Marnkettsisdrare Largest-institution f
or rural
Urban counties
Urban Rural Urban Rural
Demeggaplidic
Poverty rate, 2002 12.6 14.0 12.5 16.0 15.0
Decwgragiic eapotae 204 cadotbar@D01 (dollars) 24,304 25,481 21,827 21,040 21,908
BembgraphineRged wiltaate growth rate
1996-2001 6.8 7.0 6.2 57 17
D2BibgPalhicRealincomegrowthrate1981-2001 333 33.0 30.0 26.9 28.1
Dereagpdphyimeimerapdp @Hi2ht rate, 2001 5.2 5.4 54 5.4 5.7
Depogatighic Foputiatiate growth rate
1996-2001 58 2.8 4.6 =1 17
D2BibgPalhicPopulationgrowthrate1981-2001 22.6 25 135 1 105
Deehagrigmhaiddvetateigr@5r0GRe, 1995-9gsedomotl2 24 1.6 4.5 7 12
Bankiuig g
Branches per 10,000 persons
Numiber, 2003 4.0 5.0 4.6 6.2 54
BafkirgBranchie§@r21)0@0personsChange, 1998-2003 -3 -2 -3 .0 =1
BrhosgtDeposits
Per capita (thousands of dollars), 2003 12.8 14.5 109 15.2 14.0
ChakiggDd#8RsQIMITge, 1998-2003 =1 -2 -1 0 -1
MeEwO: Coumties (data as of 2000)
Number 56 199 14 160 2,0513
PaEvECadthien(idiassef2000)Raectrictyith no lower-income tracts 214 482 50.0 55.0 4823
MEMOCadthies(ilyabosi20o)Perneriravith only lower-income tracts 0 3.0 7.1 75 5.53

[fodteoteintrkieos thatkepanthatospahamosaethgpeont dygee bfcaties) 1scdtien- is detdeposits. Under the large-institution method, potentially most-affected mar-
mined by the area with the largest percentage of market deposits. Hence, rural kets are markets in which the largest institution with an office in the market
counties may be located in urban markets. When market boundaries do not was a status-changing institution (one with assets between $250 million and
correspond to county boundaries, the county is assigned to the market with the $1 billion)_[endoffootnote.]
largest share of deposits. Under the market-share method, potentially most- [fDotded] igiati omigastias caleulatedles|dteel diffehendéfiarentgrationiratieenbetween
affected markets are markets in which status-changing institutions (those with 1999 and 1995 relative to the estimated population in 1997.[endoffootnote.]
assets between $250 million and $1 billion) held more than 50 percent of market [fdothdts] Botdl.S. total.[endoffootnote.]



1. Banking markets analyzed by the market-share method: Share of deposits held
by status-changing institutions, as of December 31, 2003

[Map of the United States, with blue marking the areas with at least 50 percent (potentially most-affected markets) and the rest of the space marked in white,
representing less than 50 percent. Most of the map is white, with a few blue patches in Washington state, Idaho, California, Utah, Montana, Wyoming,
Colorado, New Mexico, North Dakota, South Dakota, Nebraska, Kansas, Oklahoma, Texas, Minnesota, lowa, Missouri, Arkansas, Louisiana, Wisconsin,
Illinois, Indiana, Kentucky, Tennessee, Mississippi, Alabama, Florida, Georgia, South Carolina, North Carolina, Virginia, Delaware, New York,
Pennsylvania, Connecticut, Massachusetts, Vermont, New Hampshire, and Maine. Maine had the largest amount of blue, and it along with New Hampshire

and Massachusetts all had almost half the state in blue.]

NOTE. See table 5, note 1.



2. Banking markets analyzed by the largest-institution method: Current status of largest institution and the effect
on reporting status of raising the asset-size threshold, as of December 31, 2003

[Map of the United States, with white marking small-stays small, blue marking large-changes to small (potentially most-affected markets) and black
large-stays large. Alaska is about 2/3 black and 1/3 white, Hawaii is all black. The rest of the map is all black, with a few blue and white patches

markin
in V\_/a_slgingto_n State, California, Montana, Utah, Colorado, New Mexico, North Dakota, South Dakota, Nebraska, Minnesota, lowa, Montana, Arkansas,
Louisiana, M|35|35|p8|, Alabama, Georgia, South Carolina, Tennessee, Kentucky, Virginia, Indiana. There are R;all_rtlc_ularly large groupings of the white

and blue in Kansas, Oklahoma, and Texas. There are only white patches in West Virginia, Nevada, Idaho, and Michigan. There are blue patches only in

Wyoming, Ohio, North Carolina, and Florida.]

NOTE. See table 5, note 1.



The largest-institution method yields a different
group of potentially most affiected markets (table 4).
The largest institution was a status-changing institu-
tion in about 8 percent of all markets (with less than
1 percent of nationwide deposits) (column 2).

Although there is little overlap between the groups
of potentially most affected markets defined by the
two methods, the groups have several characteristics
in common (table 5). In both groups, the markets are
overwhelmingly rural, are served by few banking
institutions (data omitted from table), have unem-
ployment rates near the national rural average, and
have bank branches per capita sifnilar to the national
rural average. Yet the groups of markets differ in key
respeets. Whereas population growth is mueh higher
than the natienal rural average in the petentially most
affected markets identified By the markei-share
frethed, it is neiably lewer than the natienal rufal
average i suehR markeis identified By the largesi-
institytien methed. Mereever, Under e markei-share
fmethed, the petentially mest affected markets are
seatiered fhrouehout e country (fgure 1), But tnder
the largest-institution methed, sHeR MArkels are con-
centrated substantally in the ereat Blains resion
with mueh smaller eofcentrations in [owa. £ouisiana,
[enHEky-TeAnRsseR, AN SOHINEr GeStia-RAFher
Florida (Hgure 3).

Results of Threshold Tests

The 2005 proposal would subject intermediate small
banking institutions to the streamlined lending test
currently applied to smaller institutions and would
eliminate the service (branching) test for intermediate
small institutions. Testing directly to determine how
those changes would affect activities of intermedi-
ate small institytions is impossible. However, an
inference might be drawn from the effect of the
eurrent $250 millien thresheld en the retail lending
and branehing activities ef institutions with assets
near this thresheld. Of partieular interest are the
retail lending aetivities covered By both the large-
institutien and the sireamlined lending {ests. OuF 8sis
eompare the retail lending and branehing of #AsHiy-
fiens just abeve and just Belew the eurrent large-
institutien thresheld of $250 millien (table 6). Instiy-

tions “just below™ the threshold are defined here as
those that had between $150 million and $250 mil-
lion in assets as of December 31, 2003, and were
deemed small as of that date and for the purposes
of their most recent CRA performance evaluation
(group 1); institutions “just above” the threshold are
defined as those that had between $250 million and
$350 million in assets and were deemed large as of
that date and for the purpeses of their most recent
examinatien (greup 2).

Banking institutions in these two groups were
restricted to institutions that were independent of
multibank holding companies, that had a CRA exam-
ination completed between January 1, 1999, and
June 30, 2004, and that received a “satisfactory”
CRA performance rating on their most recent exami-=
natien in that period. Institutions with *outstanding”
ratings were exeluded to control for the possibility
that sueh institutions were influenced less By the
fature of their CRA examinations and more by other
factors, sueh a§ institution philosephy, than were
institytiens with “satisfastory” ratings. Institutions
with less than “satisfaciory” ratings were exelvded
fer similar reasens. Insiiutons with headguariers in
U.S:-affilizied areas were 3138 exeltded:

The threshold test relies on sources of data that
provide the same types of information for institutions
just above the threshold as for institutions just below.
The information consists of five balance sheet ratios
constructed from dollar values provided in Call
Report data supplied to federal banking agencies. !
The ratios compose two categories: loan dollars to
deposits (overall; consumer; and business, including
small commercial and industrial [C&I], small com-
mercial real estate [CRE], and small farm) and mort-
gage dollars to deposits (one- to four-family and
multifamily).

In addition, five measures of retail lending to
lower-income populations were constructed from fil-
ings pursuant to HMDA: the percentage of an institu-
tion’s home-purchase and home-improvement loans
extended to lower-income borrowers or census tracts
and a comparable calculation for loans extended for
multifamily housing in lower-ifcome census tracts.
Each of the HMDA-based measures was expressed
a§ the difference between the pereentage of the insti-
tution’s retail leans made to lower-ineome borrowers
(ef berrowers that live in lewef-ineome traets) and
the pereentage ef the families that live i the areas

JHootf6td] Répct€alk Reparfsrinshainte fivatiraRepfar e Reapditt af
and Income, which commercial banking institutions must file each
quarter with federal and state banking agencies. It is essentially

Toothbtefi 28re T nsefiguvati ese vebicitiappraxichasppratiienatearagsher thanequivalent to the Thrift Financial Report, which savings institutions
must file each quarter with the Office of Thrift Supervision.[endoffootnote.]

precigeiyatchtchaillamig nyankaitkets. [end of footnote.]

Condition



Table B.endingdind brahbhanghaotvatidyitie daikhbagkimstiinsting ienshvaitbe b sseessidese lws ¢hto dverantr langdangstiin stotu tilore stivkdhold

for CRA exams, as of December 31, 2003

Percent except as noted

Asset size set size Asset size (millions of dollars)
(millionsofdollars)150- 25@553{%‘?'0“ of alis) Less than 25(fedoometel? Crossi?:horesho gﬁossed {Bre5hgl e oo
Hom (Group 1) (millionsofdollars) (Group 4) after endofzoo:l[sedoemme]l
150-250 250-350 350-450 Less than 2502 2001 2003
( Group 1) (Group 2) (Group 3) (Group 4)
Rattto of loam dollbxss to depusitys, by type of loam
All 78 gxdomeshcapiat g3 7@ 78.5 88.5 85.3 85.4
@atisofinandollarstodeposits,bytypeofloanConsumer 5.6%3 7.0¢ 5.0 8.6 6. 4ldeoomoreld 5.1
Basiooéismhdollarstodeposits, bytypeofloanB usinessi*e#ocmtel
Commencial and industrial

Overall 11.2 9.9 10.3 123 11.4 10.7
Ratlo&inajhhollarstodeposns bytypeofloanBusiness**#*"*P*commercialandinduSt3AS R 75 75 9.7 9.3 8.0
Rafioafioaad K ¢hytypeofloanBusiness Commercial real estate

Overall 19.0 20.9 19.8 20.4 17.glekefoomoteld 96 g

Satialifloandollarstodeposits, bytypeofloanBusiness***™*F*CommercialrdBeStateSmall 131 11.8 13.2 12.8 13.5
RaHaoftoandollarstodeposits, bytypeofloanBusiness®# el F 5 p prfsedootnotel4

Overall § jefootnotela 33 38 6.0 6.9 6.4

Satiatifloandollarstodeposits, bytypeofloanBusiness Farm! So6ET 41 5.9 56 8.4 73
Ratito of montgagge dolarss to depusiss, by type of mortgagge
1-4 family 27.0fbotnoteslab g g 27.6 31.8 33.0 28.9
Rutibiffarmiigagedollarstodeposits,bytypeofmortgageMultifamily 2.2 2.6 2.5 2.2 4.0 4.7
Loams to lowesrii £ s (p gge paingferess
Home-purchase 3.7 -3.3 3.2 4.5
H yeremenneaiiorrowers(percentagepoints) Home-improvemho 10.8 7.6 46
Loamss in lowerriinomeas easbis™ " °
Home-purchase 7.8 -10.6 4.8 -14.2
Hoamsi# mennesEre Home-improvement 4.5 7.5 -©.9 -7
Moaltatoiby- |ncomeareas[“““‘"“e]sMultlfamlly 16 7.3 8.1 -6
Branchlrigg actiny§Fsoroet
Branches per $100 million of deposits (number) 2.9 2.7 2.7 3.0 31, .. 28
Brandhﬂgamnlmﬁ?f"‘i‘ﬂﬂ&%msnmfm {ipdmeataige gomeweas (percentagedpdints) 1.0 3.5 -1.8
Bréngieiag ativitge TSt br -incomeareas(percentagepoints)5-yearOchange in sucklb@anches 2.0 -1.5
Number of institutions 646 72 142 49 100 100

NOTE. Data are group means adjusted for state, institution (savings associa-
tion or commercial bank), location (center city, suburban, exurban, or remote),
and charter effects. Amalysis is restricted to institutions that were examined in
the past five years, that were in existence for at least one year, and that received
a “satisfactory” rating on the small- or large-institution exam. Data exclude
institutions with headquarters in U.S.-affiliated areas and strategic-plan,
wholesale, and limited-purpose institutions (see table 1, note 7).

Stodiutie] o vE&atanlyo veb am yacth amdrantsitattbrisstitatt imesoth atatapontleratheunder  the
Home Mortgage Disclosure Act. Data are the difference between the average
percentage of lending to borrowers in lower-income census tracts and the aver-
age percentage of families that live in lower-income census tracts in the areas
that the institutions serve.[endoffootnote.]

fodbrom}ls d B ramch rets aredrasastidecha$ 0f 1098;30meddB; 2064 ;30 hodd 30r June 30,
2003. Data have been adjusted through December 1998, December 2001, or

[fodiratiz]ate Eratalwrel GOr thrkiid§ hetitinoprisstitattiarsetisabjeet s thfestrtallthe smdlecemnber 2003 to reflect changes in banking institution structure. Data on

institution evaluation in 2001 but were subject to the large-institution evalua-
tion in 2002 and 2003. Differences are omitted for retail loans extended to
lower-income borrowers, retail loans extended in lower-income areas, and some
categories of branching activity because the lower-income classifications of
2001 were based on the 1990 census, whereas those of 2003 were based on the
2000 census.[endoffootnote.]

lower-income areas are the difference between the percentage of branches in
lower-income census tracts and the percentage of families that live in Jower-
income census tracts in the areas that the institutions serve.[endoffootnote.]

ffodhibfe}enc® tiétwereae pedwpeh ayrdugrohardl igrstapistidalbyatistinfi¢pnsighitiieant at the
10 percent level.[endoffootnote.]

Frodiidfe} dnc® Hétwereae prdweeh agid groliantl ig retapistidal byasigidildgnsighitieant at the

Prodkis} 2nsTitetieris eirtufiartsofirmpltib afikrhdiiagkcboipgesowiphrdssetwitif assets10fpercent level.[endoffootnote.]

more than $1 billion and are currently covered by the large-institution CRA
exam.[endoffootnote.]

Boohdfitjupnoerdast®ech iffenep ce hrdwseouprdup taaidigabypsigrsfistatisticdly significant at the

1 percent level.[endoffootnote.]

Brodhnte) s Rusinedsotoareratioslatet ak ofafetha$ 0f 2064 ,38; hodd 30r 2068,30, 2003 ffoddibfe}anc® Hétwerae pedwped ardgraipri igrstapisdidalbyatistinfi¢pnsighitiieant at the

for comparability with small-loan data. Data have been adjusted through
December 2001 or Decemmber 2003 to reflect changes in banking institution
structure.[endoffootnote.]

Hfodtaote] kendHargn identtiagriednuaslsu fed nmyl tenmuredcizdnbarksiab matk{ardmall farm .. .

contains some loans not in overall farm.[endoffootnote.]

served by the institution who have lower incomes (or
live in lower-income tracts). Because of limitations
on reporting requirements for rural institutions under
HMDA, the comparisons that use the HMDA-based
lower-income lending measures were restricted to
retail lending activities in urban areas.

We present means of these metrics for the groups
above and below the threshold, adjusted to remove
effects related to state, institution type (savings
association or commercial bank), and headquarters

10 percent level.[endoffootnote.]

{fodiridfe} ehc Obtfovernetattovze 200t i 2Ratia)tfaisistatdetcisl patignichtignsignificant
at the 10 percent level.[endoffootnote.]
Not applicable.

location (center city, suburban, exurban, remote) as
rough controls for economic and demographic fac-
tors. The results are of three types. First, overall
C&l lending, CRE lending (overall or small), multi-
family housing, and the HMDA data measures show
no statistically significant differences. Second, the

FSotHetaly 2mstiveryn i hstitutianalysikehadalysisabadist teastpardleomparable
institution on the other side of the threshold in the same state, of the
same institution type, and in the same area type.[endoffootnote.]



other business loan categories do show differences
that are statistically significant; however, the direc-
tion of the differences is the opposite of what would
have been expected had the differences been caused
by tougher evaluation criteria in the large-institution
evaluation.

Third, statistically significant differences exist in
the groups’ ratios of overall loan dollars to deposits,
consumer loan dollars to deposits, and one- to four-
family mortgage dollars to deposits, and these differ-
ences go in the direction that might suggest a thresh-
old effect. To confirm that this result reflects differ-
ences in CRA evaluation criteria and not merely in
asset size, we condueted an additional comparison
test. We constructed a third group of banking insti-
tutions that had between $350 millien and $450 mil-
lien in asseis and that otherwise et the safme require-
fAenis as the instituiiens in greup 2 (greup 3). A
eemparisen of adjusied means for group 3 with these
for greup 2 iselates the effssts of size differeness
Beeause banking institytions in BOth greups are skb-
jget to the same E?B@ ot ERA evaluatien. Insttytions
n %f@‘dﬁ_@ Rave lower raties of averall 1ean dsliars
I8 depesits, consumer 1ean dellars {8 depesils; and
6ne- 18 four-family fHBngﬁg% dsllars 0 depesits than
fiave INSHEMHORS 1R SFouP 3 (and. 1N tWA 8Ht o Hhies
£45868, 1ower than hose of group ¢ 1ASHMHARY): AR
1REIEAHAA {ﬂﬁé El@ dIHf&rence BeRWEEN GFBURS 1 4Rd 3
Ay BE CaHsed By 4 ACISF Sther than the dlierencs 1
ERA &AMIAAHGR fypes:

We also compared adjusted means for groups 1 and
2 (and for groups 2 and 3) on three measures of
branching activity: (1) the number of branches per
$100 million of deposits, (2) the difference between
the percentage of branches in lower-income census
tracts and the percentage of the population that lives
in lewer-income census tracts in the areas that the
institutions serve, and (3) the five-year c¢hange in the
percentage of branches in lower-income areas. Nene
of the three measures shews a significant difference
ameng any ef the sreups:

As a further test for the effects of differences in
CRA evaluation types, we compared independent
institutions that had between $150 million and
$250 million in assets (group 1) with similarly sized
institutions that were subject to the large-institution
evaluation criteria beecause of their affiliietion with
holding companies with assets of $1 billion or more
(group 4). The ratios of overall lean dollats to depos-
its, eonsumer lean dellars to deposits, and ene- to
feur-family mertgage dellars to depesits are the enly
fheasures with a statistieally signifieant differencs:
Greup 4 has Righer raties than dees greup i. ORe
sheuld interpret these resulis cautiously, as they may

mean only that banking institutions in holding com-
panies are more likely than independent banking
institutions to raise funds through wholesale, non-
deposit markets and to be institutions focused on
retail lending.

A final test for the effects of differences in CRA
evaluation types examined whether banking institu-
tions that passed the $250 million threshold mea-
surably changed their retail lending and branching
activities. Speeifically, one hundred institutions cov-
ered by the large-institytion CRA evaluation (though
not necessarily yet evaluated as large institutions) at
the end of 2002 and at the end of 2003 had been
subjeet to the small-institution evaluation in 2001.
This test, unlike the other tests, 1oeked for any change
in an individual Inskivuienss beRavier indueed By a
ehange i evaluaiien fype. We festrieied the compari-
s6n o instiutions eevered By the largs-instituiion
examinatien for Both 2002 and 2003 {9 ensure that
ample time Rad elapsed fer behavieral EH%H%%@ {9
fesult 1n measurable changes in palance sheet vafi-
aples: We found enly iwe saistically significant
ehaness in retall lending or Branching ReRavier as an
{nsHtHton passed threugh the $356 million hreshold
(Compare EBIHMNR 3 and 6); Bt the Eﬂﬁﬂ%@% WELE 1
8588§1E8 81f§_‘c‘H8ﬁ§: E0nstmar 1ending tell: aRd QVer-
A1l ERE [ending ose:

Taken together, the threshold tests provide little
evidence that the nature of the CRA examination
influences the retail lending and branching activities
of banking institutions in the size range near the
$250 million threshold. However, the threshold tests
have an important limitation. The tests are limited to
inferences about the behavior of institutions around
the margin of the current thresheld, $250 millien.
They suggest that raising the thresheld some amount
abeve $250 millien weuld net have a significant
effect on retail lending or branching. Hewever, they
fail to reveal what ameunt ef inerease in the thresh-
old, if any, weuld result in a signifieant effeet.

The Role of Commumiity Developmentt Lending

The 1995 regulations require that, for a large institu-
tion, community development lending be evaluated
as only one component of the CRA lending test,
which includes a wide range of other, retail types of

JooWatale AGinAk frefiraicendfrdingcohe ustinpationdfapanisonffdieany of the

measures that use lower-income classifications because 2001 classifi-
cations were based on the 1990 census and 2003 classifications were
based on the 2000 census. The change in classifications makes a
comparison of lower-income activity in 2001 with lower-income
activity in 2003 problematie.[endoffootnote.]



lending (see box *“The Large-Institution Evalua-
tion"). Under the 2005 proposal, intermediate small
institutions would be subject to a new community
development test. Instead of considering community
development loans, investments, and services in
three separate tests, the proposal is for the three types
of activity to be considered in a single test. The
proposal respends in part to the argument that com-
munity development lending is mere like community
development investments—poih are primarily for the
benefit of lower-income peeple of areas—than like
retail lending. 1t alse respends e the argument that
gvaluating éefﬂPﬁuﬁi@’J dé‘é_éleﬁi’ﬁ%m Vestmentis
§éB§[ﬁE§_l¥z ff@f_ﬂ retail léﬁﬁlﬁg plaess tes mueh
éfﬂﬁh%i_% B8R Invesiment VEBiE_l'é%v, 6§B€_€i§ll¥f f@f
smaller IASHEYHBAS EH%E_ Rave limited experisnes Wﬂéﬁ
and opportunities for invesiments and stbstantially
MOre experience with and opportunities for reiall
Jending:

We could not test for the effects of adopting a
community development test on community develop-
ment loans, investments, or services. We could, how-
ever, consider whether the number or dollar amount
of community development loans have played a
significant role in CRA ratings. Our sample was
restricted to institytions examined under the large-
institution examination between Januafy 1, 2001, and
December 31, 2003. We looked at the institutions’
community development lending recerds over the
safne peried (table 7). The data sugaest that an insti-
titien’s cemmunity development lending reeerd i§
largely ﬁﬁf@li_ﬁ@a te its sverall CRA fﬁtiﬁg; Thé iﬁék
8f_ relatienship I8 mest apparent ameng NSHIHONS
with assets of mere than $9 billien: Neary sne-half

TablRatinR atingiast necentrdCRA RN exaincandneontyunity
development lending during 2001-03 at large
institutions, by rating and asset size of institution,
as of December 31, 2003

Percent except as noted

Asset sizesensiiteispetiizeaf instjtu
o Assetwmm‘nyaﬂma@ﬁm'
Number of institutions (millions of dollars)
and status of community
development lending,

by CRA rating 500 1,000 5000 than

5,000
Outsttad iy g
Number of institutions 23 50 92 65
Mistendimdadmde no loans 26.1  22.0 8.7 6.2

Ruistanding Battked Halb oftassdtatizef cdasst-size3®dss 44.0 38.0 46.2

Saigy

Numiber of institutions 241 316 254 69
Sdustactoyylddasde no loans 209 190 110 58
Raiskeetbiy Rettoad alf atf caesbbifizef dssat-size fBs 51.0 543 536

NOTE. Analysis is restricted to institutions that were subject to the large-
institution CRA exam each year from 2001 through 2003, that were in exist-
ence for at least one year, that received an “outstanding™ or “satisfactory” rat-
ing on the exam, and that had assets of more than $250 million in 2003. Data
exclude strategic-plan, wholesale, or limited-purpose institutions (see table 1,
note 7) and institutions with headquarters in U.S.-affiliated areas.

it o

of the institutions with ‘“outstanding” ratings had
community development lending activity in the bot-
tom half of their asset-size group. Among intermedi-
ate small institutions, those with “outstanding™ rat-
ings were a little more likely than their counterpatrts
with “satisfactory” ratings to do community develop-
ment lending. Howevex, fully one-fourth of the insti-
tutions rated ‘‘outstanding” in this category did fio
community developiment lending, and about 40 pef-
cent had compunity development lending activity in
the bottorm half of their asset-size group.

Although the data provide no information about
how community development lending should be
treated in CRA evaluations, they do suggest that such
lending is not currently critical in overall CRA rat-
ings. The likely explanation is that, because examin-
ers consider community development loans as part
of a comprehensive lending test, other types of lend-
ing may have compensated for an institution’s lack
of community development loans. Anether possi:
bility is that, despite the mandate of the regulations
to treat eomrunity development leans and commiy-:
fity development investrents separaiely, examiners
implieitly treat them as sybstituies:

COVMMUIRNTYY DEIHLIOPRAERNT AND ROHAI. AREAS

Another part of the agencies’ 2005 proposal would
expand the definition of “commumity development”
in rural, though not urban, areas. This part of the
proposal would cover banking institutions of all sizes,
not just intermediate small institutions.

The Problemn and the Agoncies’
Proposed] Solution

The regulations’ current definition of “community
development” is identical for urban and rural areas.

ol]ars) . .- -
AS noted earlier, the definition covers four categories

of activity, three of which (affordable housing, com-

Jfooswied 2ihpBorak seppiticak supfort thxistsbboitutebAutystityibhibity explana-

tion. We examined the CRA performance evaluation reports (PEs) for
the twenty-three institutions in our sample that had assets between
$250 million and $500 million and that received “outstanding”
CRA ratings (column 1, row 1, of table 7). There is a mild negative
correlation (~.2) between the dollar volume of community develop-
ment lending and the investments reported in the PEs. However, sofe
evidence also suggests that the substitutability explanation applies
orily to smaller institutions. AR examination of the dellar volume of
community development lending and the investments reported in the
PEs of the fifty institutiens in eur sample that had assets between
$500 millien and $1 billien and that reeeived “euistanding” CRA
ratings (eolumn 2, row 1) shews a signifieant pesitive eerrelation
of .5.[endoffootnote.]



Fabld BstriRisiribofi eeshicdnsos, taepa ] popol atinh fandiéamilies, Fabl€8ntuQuntinued
by location of tract and tract income relative to wider
area, as of December 31, 2003

Percent except as noted Percemt except as noted

Census tracts Census tract€ensus tracts

Memeo: Memeo:
Families Families
Census tracts with with
incomes incomes
Census tract location Popi- less Census tract location Popi- less
and percent of median Percent latliwon Families than and percent of median mber  Percent latliwon Families than
family income inaagetf*®ome 80 percent family income maarzﬂ:&fq““"‘""‘EH 80 percent
of MSA of MSA
Number Percent or Number  Percent or
non-MSA non-MSA
mediar @2 median[eefootnote12
Upritzan Totat] uvitzan
Center city tracts Income relative to
Income relative to MSA
MSA Less than 50 3,881 7.4 54 4.4 78.0
Less than 50 3,437 131 10.0 8.7 78.2 ive to 12,460 23.7 22.4 20.4 59.5
Urbansp_79 8004 305 297 277 605 et 6006 114 115 114 457
OCDMWXQGCIS . 2,622 10.0 104 10.3 458 e to 6,572 12.5 12.9 13.1 39.1
Oebiaiguppeggiative to 2,503 9.5 10.0 102 39.4 00 10461 199 213 223 310
Oebtatytigribeipitive to 3,808 14.8 16.3 174 316 0 13,196 251 26.6 28.3 18.7
Oebiaodpgfiiipye.(o 5814 221 236 257 160 [qypre 52576 100 160 160 382
OebtaMSupiffita O to 26,278 100 100 100 42.7 Tn ok diticente relative to
Oehgiigptftiatieior o state
Ce@Wmmreelatlve to Less than 80 5,530 29.5 26.2 23.5 63.1

Stafi3Ac Ak 80 10, 938 41.6 378 348 64.8 al bgglncome relative 1’31 184 21.3 21.5 21.5 42.5
Urbanggsgghan 80 851 18.5 19.2 19.3 42.9 Income relanvem 000 19.0 20.1 20.8 312
Oebterigity tiapts Income relatlv&gt@oo 14.8 15.9 16.7 31.8 me relative {6 862 30.2 322 342 17.7
Oebtastelty §Rehnome relativeslsgy 5.1 27.0 292 180 8 netHErelativesp 576 100 100 100 36.5
UOehtastatty d@qtslihéome re""‘“W‘Z78 100 100 100 41.4
SenipebEtpnpREelative o Totat! ruvatl

In¥8thé $@htive to Income relative to

MSA non-MSA

Less than 50 444 1.7 12 1.0 76.9 Less than SO 96 8 5 4 72.6
drpanGuburban tracts 4 456 16.9 15.9 14.6 57.9 1,706 13.9 12.1 114 55.4
MSA ! ntracts 3 384 12.9 12.5 12.3 45.6 . 2,084 16.9 15.9 15.7 45.9
MSA Edtecs 4569 15.5 15.5 155 389 : 2916  23.7 22.9 231 398
msA iiitacs 563 250 256 262 307 02180 4005 325 344 349 327
MSA ot racts 7,382 28.1 29.2 304 18.5 NN 1,504 12.2 14.2 14.6 23.6
MSA) E@CIS 26,298 100 100 100 345 rmore 12311 100 100 100 37.9
Moé ¢rdctsincome relative to A torelative to
state state
Less than 80 4,592 17.5 15.9 14.4 59.7 Less than 80 5,201 43.0 40.0 39.0 57.9
uburban tracts Inc@'@g’glatlve IQ4 i 255 23.53 42.2 I I%ncome relative [05 158 41. 9 42.7 43.3 455
7 g@ﬁqtrws Inceghigglative tp3 23.8 241 308 % ncome relativeto) 493 121 138 41 331
by rm""’ms 'ncwsla“ve 353 36.8 38.2 17.6 me relative to - 369 3.0 35 36 23.1
Ofmggiofiodh Héers InogTpgglative oo 100 100 326 i Eelative 192,311 100 160 160 469
Rurahl NoOTE. Data from the 2000 census are reported for census tracts and
Exurban tracts ) metropolitan statistical areas as determined by 2004 definitions. Data exclude

Incoaesj\elanve to census tracts in U.S.-affiliated areas.

“°E'ess \han 56 57 7 5 4 729 Tfodtooteine. standard isattrtardeitiancfamailsa intomiéyinntenaetrapelitetrsysistin  statisti-
Rural 5079 612 1.9 10.5 9.8 §5.1 cal area (MSA), nonmetropoliitan portion of the state (non-MSA), or state in
Runsbayrapts 1,157 15.1 14.4 14.1 45.8 which the census tract is located.[endoffootnote.]

Rurabijppgetyglative to 1,780 23.2 22.9 22.8 39.8 Tfodtnute}ed cuitationr dml atien cdtumis evénmmheay dnacth eretrelassifred chassitate by state

::W{ﬁgfgg 21%%2 ?gg ?gg ?;g ggg standards, families are still classified by the income in the MSA or non-MSA in
» . - E - i ily i endoffootnote.

Rurabortg R A0 7661 100 100 100 371 which the family is located.[ 1

BuphepptsRigheod)

Ememmmme to

MR ose 3,051 39.8 375 36.3 57.4 . . .

Rura g@sgghan 80 3394 443 450 457 434 munity services, and economic development) are

Ryrab come relative t . . . .

Pt o eathe oy 31 M5 149 980 defined in terms of the activity's targeting of certain

RumENTHILASe eave 7661 100 100 100 463 recipients (lower-income people, small businesses, or

Ingaimd ¢ihtive to small farms) and the fourth of which (revitalization

i “Tgeﬁ;‘?}aﬂtso % 8 P 4 70 and stabilization) is defined in terms of the activity's
ural Bemai tracts 794 171 15.0 14.4 55.8
Rural lRgameyrelative to [ S B o S targeting of certain areas—mamsally, lower-income
Rural ienig(yiattreTo 1,136 244 23.4 23.8 39.9 census tracts.
Rural iRemiiruitteo 1,285 27.6 29.6 30.0 32.9 . . ..
Rural ieomS/S 100 460 1041 12.7 128 233 Some have said that the lower-income-area limita-
RuraltReaiggyldole-t19 4,650 100 100 100 39.3 : : H H H H
o BBt 10 tion in the fourth categow,‘rev1tallzathn and stabili-
stag-MSA Total zation, may unduly constrain the effectiveness of the
Less than 80 48.2 44.6 43.9 58.6 . . . .
et ncomg rymve 0 379 384 389 437 regulations in promoting community development
te racts Income QWVE‘ to 16. 5 125 12.6 33.1 P : l h
firacts Income rpkgive to 3 4 46 45 23§ activities in rural areas. In response to such concerns,
48 Incomg yskgive to 100 100 100 480

the agenecies proposed to expand the definition of
“compunity development” to include revitalizing or

stabilizing activities in underserved rural areas. No
such change was proposed for urban areas.



The problem that the agencies sought to address
stems in part from the way rural census tracts are
classified. As applied to rural areas, the 1995 regula-
tions’ system for classifying census-tract income has
two defining characteristics. The first characteristic
is that the system ignores the fact that rural areas are
generally poorer than urban areas. Forty-three per=
cent of rural census tracts in the United States
(containing 40 pereent of the rural populatien) have
a median family income belew B0 pereent of the
faedian family ineeme of the state in whieh the tracts
are loeated; In eenirast, 30 pereent of urban 68ASUS
iraets (e6RiAIAING 26 pereent of the urban pepulation)
have & median family inesme belew 80 peresnt of the
§E§E€Wﬂiﬁ% fredian (table 8, “Total rural® and “Teial
HEBaR" categnries). But the 1995 regulations fe‘lﬁ§§1f¥
fural eepsus racis relative only 18 & state's rural
median ineeme, net relatve I8 e median income of
the entire state, lﬁElHﬁiﬁF {IS Urpan areas. Thys, ihe
EUFFEnt rule classifies only 15 pereent of rral HacH,
A8t 43 ESEE%HE a3 18wer INESME: 1A EORHast desplie
the RIGNGE ABSBIHIE IACOMES ?F HFBAR Areas: H%HBIS
tt}@ gf g Hliiﬂ SF HERAR HAGES (31 PEFGEAD). WhIEH AfE
ElassIHEY Fe1atve f|8 & felevant metrapaliian are
IHSQME, ar€ CHFenty Classlied 48 [Swer IRCSmS:

The second characteristic is that the census tract
identifies pockets of lower-income populations less
effectively in rural areas than in urban areas. Com-
pared with urban census tracts, rural tracts are drawn

over relatively large geographic areas, have lower
population densities, and often have relatively hetero-
geneous populations that, when averaged, tend
toward the middle (table 9). Indeed, 73 percent of
all rural tracts are defined as middle income; in
contrast, 44 percent of urban tracts are defined as
such (percentages derived from table 8).

The large size of rural census tracts and the relative
heterogeneity within them have another consequence:
uneven distribution of lower-income tracts among
areas that define banking institutions’ markets, such
as counties and assessment areas. Most rural counties
(almost 60 percent) have no tracts that are classified
as lower income under the current definition; in con-
trast, only 18 percent of urban counties are without
any sueh traets (table ©). Abeut 44 pereent of the
rural assessment areas that large institutions reperted
under the CRA regulatien in 2003 lacked any traets
elassified as lower ineame, whereas only 14 percent
of the urban assessment areas that these inSHiLHGNS
reperied lacked any sueh traets. Small nstituiions
€8 net repert Heir a33esSMent areas, EH@H%B the areas
are deseribed in their perfermanee evaluatiens. A
feHgh appreximation of & small IRSHIMHOR'S 3Ssess:
Ment areas—one that uses fhe counties 1A whieh
{ts Branehes are located—suggests that 54 percent of
small insttutiens &ls8 1ack ahy 1GWer-Inceme HAack
1R FuFal areas:

The relative lack of lower-income tracts in rural
areas could have different consequences. Banking
institutions might invest less, or less efficiently, in

Téhle @har@benastersstitcafsusnsastsracid dnel dhershaffscddéctelbctecharaad afidbaikhagkingiinstingienshwithlow cloimecinednaetiracts,

by location of tract, as of December 31, 2003

Percent except as noted

Uthan Rurzl Total
Item
Center city Suburban Exurban Remote totebdsrban Rural Adtal All

Chareeteestitic of cemsuss tractt
Number of tracts 26,278 26,298 7,661 4,650 52,576 12,311 64,887
Aheragerlsticdfeensugieactiact régpidaadrtes) per tract (square miles§.§ 28.5 147.8 322.7 17.0 213.9 54.3
AharageristipoftatiaustcienAivgrpge trapulation density per tract

(population per square mile) 9,812.3 3,097.3 494.5 4234 6,454.4 467.7 53184
AharageristipoftetisustpratAreattage population per tract 4,145.3 4,693.8 4,163.7 3,639.6 4,419.6 3,965.7 4,333.4
P dfticaftenaisyragiBbatiemt of national population 38.7 43.9 11.3 6.0 82.6 17.4 100.0
Sharee wittioow? lowerriioameie cematss traetss
Area
County 12.0 31.9 56.9 61.3 18.0 59.0 448
Bhdieidtholutievessimeonbeaseausi detstedins titati asdessment area of 18r@einstitution 268! 45.1 45.7 13.8 43.8 234

ke i istractsAggregate
ShLarg_e indfeAERIMENt area Large institution .58 . 143 36.0 327 54 30.2 13.9
BRI Sroni dbaiy fogreazte 550 569 79 53.9 283

NOTE. Data exclude U.S.-affiliated areas and tracts without imcome

ment and Budget, have been mapped onto the 2004 tract definitions, which use

information. the Office of Mamagememt and Budget’s 2004 designatioms of metropolitan
[footnote]l. An tcaredstondi gtee ofr ¢hei mnedichvehbeln kibg ikétiguiiotithaon has statistical areas. Large institutions report their assessment areas each year and

its main office, branches, and deposit-taking automated teller machines, as well may have multiple assessment areas corresponding to cities or states.[endoffootnote.]
as the surrounding areas in which the institution has originated or purchased [footnote]2. Aggreigtyegstasansersarent avers apgyeoapmetadniayethdydhatissuitisshichwhich
a substantial portion of its loans. Assessment areas reported in the 2003 small institutions had branches.[endoffootnote.]

geographies, which were determined from information supplied by the U.S. . - . Not applicable.

Census Bureau, the U.S. Department of Agriculture, and the Office of Manage-




community-improving activities in rural areas than
they might under a standard more appropriate for
rural community development. Or they might shift
more of their community-improving loans or invest-
ments to urban areas than they might under a stan-
dard that would give more equal area-based CRA
consideration in urban and rural areas. A third possi=
bility is that, even if the first and second possibilities
failed to oeeur, banking institutions might receive
inadeguate reeognition of theif community-improving
activities in rural areas beeause the activities did net
fneet the exaet reguirements to gualify as community
development.

Perhaps to address these possible consequences,
the 2005 proposal would expand, in two ways, the
criteria under which banking institutions receive
CRA consideration for community-imptoving activi-
ties in rural areas. First, CRA consideration would
be available for activities that revitalize or stabilize
“wndersedved rural areas,” in the words of the pro-
posal, even if the areas lack lower-income tracts.
Second, the proposal weuld extend CRA consid-
eration to affordable heusing for any individual in
an underserved rural area. The 1995 regulations
limit affordable Reusing eensideration 6 heusing
for lewer-ineeme individuals; eensideration dees
et depend 8n where the lewsr-inceme ndividuals
feside. The propesal weuld leave unehanged the fee-
ggnitien ef esmmunity develepment activities iA
HrBan areas and the ROR-ComMuRIty-development
ERA meastres:

In this section, we analyze several issues related
to the agencies’ proposal to expand the criteria for
recognizing rural community-improving activities
as community development. First, we test the pro-
posal’s premise that the 1995 regulations “disfavor”
community-impioving activities in rural areas rela-
tive to those in urban areas. Second, we explore the
implieations of various options to revise the regula-
tions on whieh the ageneies sought publie commenit.

Concerm abour Whether the 1995 Regulations
“Disfanan”’ Rurall Areas

Research on the question of whether the 1995 reg-
ulations disfavor rural areas is constrained by the
difficulties in gathering comprehensive data on
community-inproviing activities that fail to qualify
for CRA consideration and by the lack of geographic
data on community development loans, invesiments,
and services. However, geographic data are available
for all other CRA-related loan produets and branches,
such as loans to purchase or improve hemes or {0
finanee small businesses or small farms. We used

these data to test whether large institutions whose
assessment areas include both urban and rural areas
(“wrban-nural institutions™) appear to favor urban
areas over rural areas in retail lending and branching
activities. We also tested whether large institutions
with headquarters in rural areas (“ftugal instidiutions™)
were less likely than similarly situated institutions
with headauarters in urban areas (“weban institu-
tions”) (1) to reeeive “‘ouistanding” CRA ratings of
(2) te engage in community development lending:

The first test was based on the distribution of
urban-tural institutions’ activities between urban and
rural parts of their assessment areas. We restricted
the analysis to institutions covered by the large-
institution examination as of December 31, 2003,
because such institutions are required to report the
geographic location of most of their CRA-related
loans, with the netable exeeption of community
development loans. The test invelved twe distifet
comparisons. First, the test compared the distribution
of numbens of retail leans between urban and rufal
paris wiih the distribuiions of offices, populations
(families), and Reusing Struetures (GWNBr-eeeupied of
multifamily) between {he paris. THiS comMPparisen
tested whether urban-rural nstitutiens exiend retail
leans 1A the same propertien {9 the efficss; pop-
ylatiens, and heusing structures of these areas
{faBle il@ Second, the test compared, for various
types of retail loan in those institutions’ assessment
areas, the distribution of loan doWars between urban
and rural parts with the distribution of deposits
between the parts. The comparison tested whether
urban-fukal institutions extend loan dollars in the
same proportion that they receive deposits in rural
and urban areas (table 11). We condueted both com-
parisons separately for banking institutions in four
asset-size categories: $250 millien to $500 millien,
$500 millien to $1 billien, $1 billien to $5 billien,
and mere than $§ billien.

We found that remote areas receive more retail
loans as measured against the distributions of offices,
populations, and housing structures and more loan
dollars as measured against the distribution of depos-
its than do urban areas in the apgregate for bank-
ing institutions of every size category and for retail
loans of almost every type considered (tables 10 and
11). For example, urban-fukal institutions with assets
between $500 rillion and $1 billien received
13.6 pereent of their depesiis from branehes in

ItolnatehRB Whadalded candintddr aamsimpsiar thaelysigrititatl mstricted the

comparisons to retail loans, retail loan dollars, offices, familiies, Iows-
ing structures, and deposits in lower-income tracts. The results for this
comparison are substantially the same as those for the comparison
based on the full set of census tracts.[endoffootnote.]



Tahlg. 10NuMbebef witadtdolisansffictlicéanfdieiemchhduisongisgsttuntaras tine thesassessntemteaseas lfr derbartkankimgs tinatitutsons
with both urban and rural branches, grouped by asset size of institution and distributed by location of assessment area,
as of December 31, 2003

Percent
Total
Unhzam Rural Total
Asset size of institution and characteristic
Center city Suburban Exurban Remote Urban Rural
$25W milliéon to $561 midlion
Loans
Home-purchase 22.3 30.6 27.7 19.5 52.9 47.1
$2bomitiontp$seemiktinLoansHome-improvement 10.5 32.6 38.3 18.6 43.0 57.0
$SfrmllHonti$Ee8nulisnhaldrfsmall-business or small-farh8.7 25.2 316 29.6 38.8 61.1
$Mortiifmmtid$500millionLoansMultifamily 42.4 24.7 24.1 88 67.0 33.0
Giifisestillion to $500 million Officeslecefootnetelt 20.9 28.2 35.8 15.1 49.2 50.9
Fazatligtionto$500millionFamilies 35.1 40.8 14.6 9.4 76.0 24.0
He250midlisntosf0tmillionHousing structures
Owner-occupied 322 42.4 15.5 9.8 74.7 25.3
$Mortifemid§500millionHousingstructuresMultifamily 59.4 29.6 58 52 89.0 11.0
$500) miliéon to $1 billiar
Loans
Home-purchase 25.7 311 22.2 21.1 56.8 43.2
$EDomitiontp$abitinahbansHome-improvement 215 30.6 28.4 19.5 52.1 47.9
$SafmilHontisitsH lionlsoradbdratizbusiness or small-farm 19.2 23.1 27.1 30.6 42.3 57.7
$dlortiifmmtiigl billionLoansMultifamily 1.6 20.6 13.5 14.3 72.2 27.8
Gifsieestillionto$1billion Officesleeerotnorelt 24.2 31.6 20.4 14.8 55.8 442
Fasntliglionto$1billionFamilies 336 46.3 11.5 8.5 79.9 20.1
Hes00midlisntoStibiilonHousing  structures
Owner-occupied 30.9 47.5 12.6 9.1 78.3 21.7
$ddortifemmtidgabillionHousingstructuresMultifamily 54.2 38.0 39 38 92.7 73
$1 billiam to $5 billiam
Loans
Home-purchase 34.6 38.4 15.6 114 73.0 27.0
S$bittivensfinitieeatsHome-improvement 23.7 36.6 23.4 16.3 60.3 39.7
$HnithibhioShiktknboasesatiafbdmsiness or small-farm  31.4 28.2 20.0 20.4 59.5 40.5
$1MHibfagfbijlionLoansMultifamily 55.9 24.5 9.4 10.2 80.3 19.7
Qfffibédfon to $5 billion Offices(seerootnotelt 32.7 34.2 22.2 10.9 66.9 331
Fathilliento$5billionFamilies 39.0 48.7 7.4 4.9 87.7 12.3
Htibstiints$ShittioatHousing structures
Owner-occupied 36.2 50.8 7.9 52 87.0 13.0
$Millidfisa$sbyilionHousingstructuresMultifamily 57.8 371 2.6 2.5 94.9 51
Maree tham $5 billiom
Loans
Home-purchase 36.7 53.7 4.7 4.8 90.4 9.6
MdetherfiSigittiorimentHome-improvement 29.9 54.6 8.9 6.6 845 15.5
MoratibsGeitless oansBmbHdimsiness or small-farm  39.1 44.8 82 8.0 83.9 16.1
MufheihHigabiftionLoansMultifamily 59.7 34.0 31 31 93.8 6.2
Qéficesthan $5 billion Officesleeefootnotelt 41.2 452 9.0 4.5 86.4 13.5
Fhimi¢teangSbillionFamilies 40.0 52.6 4.0 33 92.7 7.3
HdusdthgnéiSittiontsousing structures
Owner-occupied 36.0 55.9 4.4 37 91.9 81
MeheitEig8DitionHousingstructuresMultifamily 59.3 382 12 13 97.5 2.5

NOTE. Analysis is restricted to institutions that were examined in the past
five years under the large-institution CRA exam, that were in existence for at
least one year, that received an ‘outstanding” or ‘satisfactory’ rating on the
examm, and that had assets of more than $250 million in 2003. Data exclude
strategic-plan, wholesale, and limited-purpose institutions (see table 1, note 7)

remote areas and extended 18.0 percent of their
home-purchase loans, 20.6 percent of their home-
improvement loans, and 23.9 percent of their small-
farm or small-business loans in such areas.

The data for exurban areas are more difficult to
interpret than are the data for remote areas. Gener-
ally, urban-rural institutions make more retail loans
per family in exurban areas than in urban areas (data
derived from table 10). But such institutions extend

and institutions with headquarters in U.S.-affiliated areas. Data also exclude
census tracts in U.S.-affilliated areas. For definition of assessment area, see
table 9, note 1.

[fotdifitsds1codfintesfcheaatkuatthen dquh Heanchies. branches. [endoffootnote.]

fewer retail loan dollars per deposit dollar in exurban
areas than in urban areas (data derived from table 11).
This apparent inconsistency may be explained by the
fact that the majority of the urban-tural institutions
in our sample, particularly the smaller ones, have
headquarters in exurban areas. The deposit data may
reflect a practice by some of those institutions of
booking deposits to their headguarters regardless of
the loeale from whieh deposits originated.

Footdatd}v20siza tlasssizthtataegefthandrgestsandlelse) sneablest)arkemote areas

received fewer multifamily loans as measured against the distribution
of families than did other areas. Howewer, in both cases, remote areas
received more multifamily loans as measured against multifamily

housing structures, arguably a better measure of comparison.[endoffootnote.]



Tdble 1RetRbtaidn cancamtuatsl atepdeipoditstiie tsseasmaesinantasreds|arfgtabgmbark imgitiitns onsthwitttbarr and andatubednicteesches,
grouped by asset size of institution and distributed by location of assessment area, as of December 31, 2003

Percent

. N Wltizan Rurzl Totil
Asset size of institution and
loan amounts and deposits Center city Suburban Exurban Remote Urban Rural
$25W milliéon to $561 millioon
Loans
Home-purchase 24.9 344 24.8 16.0 59.2 40.8
$PEOmitHonip508midtidnLoansHome-improvement 121 40.6 33.0 14.2 52.7 47.3
$350aliH nsoB68ONit madkifsfmal l-business or small-farm 194 26.0 27.0 27.6 45.3 54.7
S0 Baanidb$500millionLoansMultifamily 38.0 32.9 23.9 5.2 71.0 29.0
Dapfifiiitlionto$500millionDeposits 20.1 23.7 40.3 15.9 43.8 56.2
$500 milliéon to $1 billiam
Loans
Home-purchase 27.2 36.0 18.8 18.0 63.2 36.8
$EhOmitHonipfkibétiabtoansHome-improvement 20.7 31.6 27.1 20.6 52.3 47.7
$50naliHmnsofiesillon knaakiSfaath-business or small-farm 26.6 25.7 23.7 23.9 523 47.6
S50 Baanid$1billionLoansMultifamily 58.9 20.5 9.8 10.7 79.4 20.5
Dspagsilionto$1billionDeposits 29.8 29.1 275 13.6 58.9 41.1
$1 billiam to $5 billiam
Loans
Home-purchase 349 43.3 12.0 9.7 78.2 21.7
SlihittieriofifivenheatsHome-improvement 24.5 435 19.2 12.8 68.0 32.0
$SSbittilatogshitisntoanstibialdsbusiness or small-farm 40.0 322 14.3 13.6 72.2 27.9
$SMbitliofuosBlyillionLoansMultifamily 57.8 29.4 6.0 6.8 87.2 12.8
Dsphilitnto$5billionDeposits 43.3 29.3 18.8 85 72.6 27.3
Maree tham $5 billiam
Loans
Home-purchase 36.5 57.1 2.9 34 93.6 6.4
MbostherighpiltivevansHome-improvement 271 61.1 6.2 55 88.2 11.7
NareihbigsiiktenLmaneBaliifabosiness or small-farm 41.7 43.6 7.4 7.2 85.3 14.6
NMreltifagstiylionLoansMultifamily 59.8 37.2 1.3 1.7 97.0 3.0
Dwipostitan$5billionDeposits 59.8 32.7 5.2 2.3 925 7.5

NOTE. See general note to table 10.

The tendency of urban-rural institutions to make more retail loans to their rural components than to their urban components
also holds true at the level of the individual institution. With one exception, more than one-half of the institutions in every size category

extended more retail loans per family, per owner-
occupied housing structure, or per multifamily hous-
ing structure to the rural parts of their assessment
areas than to the urban parts (table 12). The exception
was multifamily loans for institutions in the smallest
size category. When measured in terms of retail loan
dollars per deposit dollar, the results were somewhat
mixed. For example, the rural parts appeared to get
more home-improvement loans but fewer home-=
purehase loans than did the urban paris.

The second test compared rural institutions with
similarly situated urban institutions in two respects:
the likelihood of receiving an ‘“outstanding” CRA
rating and the level of engagement in community
development lending. The sample in this test used the
same size categories as the sample in the first test and
was also restricted to institutions covered under the
large=institution evaluation procedures. The second
test, however, eliminated the requirement that an
institution have bBoth urban and rural parts in its
A556S5Ment areas:

The evidence suggests that rural banking insti-
tutions with assets of less than $1 billion are not
less likely to receive “outstanding™ ratings than are
urban institutions with assets of less than $1 billion
(table 13). Exurban institutions with assets between
$250 million and $500 million are somewhat less
likely to receive “outstanding™ ratings than are their
urban counterparts, but exurban institutions with
assets between $500 million and $1 billion are sig-
nifieantly mere likely to do so. Few institutions with
assets exceeding $1 billien have headguariers in rural
areas; these in that eategery are less likely te reesive
“puistanding” CRA railngs than are iASHuIGAS that
Rave assets exeeeding $1 Billien and headquaries in
Hrban areas:

The evidence offers modest support for the conclu-
sion that rural institutions do less community devel-
opment lending than do similarly sized urban institu-
tions. In each asset-size category under $5 billion, the
percentage of rural institutions that reported no com-
munity development lending in 2003 was comparable
to the percentage of similarly sized urban institutions

Hfottibee]-A0ulThensaldulatidhioah rétdlbiogridobarsipetoHeposimdol lars H3A4 did §0 (data derived from table 13). However,

to show higher lending to the urban part than do the calculations of
retail loan numbers per population because retail loans in urban areas
are generally larger than in rural areas, a reflection of higher property
values.[endoffootnote.]

for every assei-size category, with one exception,
fural institutions that reperied eommunity develep-
fnent lending fer 2003 made a smaller dellar amount



Table BxpoRtiopoofidargd bengei harikitguinstisutvoths buith both
urban and rural branches that overserve parts
of their assessment areas in terms of either number
of loans or loan amount, by asset size of institution,
type of loan, and location of assessment area,
as of December 31, 2003

Percent
Loan measure and Rural
loan type Urban
Exurban Remote Total
Numbber of loanss, by assett size
of instiitioor
$250 million to $500 million
Home-| purchase 55 6 355 62.9 371
D628 et size 3.2 35.1 71.2 22.8

ggpgmomllllonHome improvement

|0nlo$500m||||onS§11a§ businegg $r 59.9 40.1
t

i1 2 ylg;gﬁg&omllllonl\letlfamlly 17.3 432 56.8

@B&ﬂ%ﬂ@&@em'“m” to $1 billiga g 43.2 65.1 34.9

: t size
§ilztylllonHom5e5 ?mprover‘rt\%nz 68.0 82.0

|0nlo$1b|l||0nSma,5g't§JS|ness 8 66.9 33.1
asset size 29.5 53.6 46.4

%ﬁgylhonMul?gamlly

| 1on to $5 billion g5 ¢ 44.7 71.1 28.9
size

?%Z:}ngu@nHome |mpr0vem(-3‘nti79 76.8 232

jonto$5billionSmall- Besiness orys g 67.3 32.7
. Dy asset size 40 323 53.4 46.6

mu@nMulufaml y
M%” $5 billion 49 5 49.5 53.8 46.2

asget size ?19 64.2 35.8
idignHome- |mprovemen

aiMerethansSbillionSmall-bgsigess or g4 g 67.4 326

STAMARAS, Dy asset size 518 43.5 61.2 38.8

0 |ns itution 0rethan$5b|II|0nMultlfamlIy

Loam: amaumt, by assett size
of insthitivor
$250 million to $500 million
Home-| purchase 29.0 32.3 37.9 62.1

elrize
%@FQgiﬁSOOmillionH%grﬁse-impro?/Z'mlm 52.6 47.4
ﬁ' fonto$500millionSgiay-businegg r 482 51
set size
& ﬂwgﬁgSOOmllllonl\}%lfamlIy 17.3 29.6 20.4
@E&ﬂ%@emllllon to $1 billipg.o 379 44 556
iﬂ§1b|l|l0nHom3e6 |7mprover§1§r?t 52.7 47.3
|0nlo$1b|l||0nSmaélIt§JS|ness Mg 49.4 S0.6
Sset s
ﬂgilbllllonMuI?%amlly 21.4 348 65.2
$4. pullion to $5 billion 30.3 6.1 “a 55
é&%ég'"m”"'ome §£pr0vemen? 3 62.0 38.0
1 nto$5b||||0nSmaII Egssness 0147 1 a8 s

Mith e hillie %ﬁégllllonMulufamlqy 228 263 31
an $5 billion 34 4 62.4 50.5 49.5

éggg@llonHome |g‘;t)r30vemen77 8 66.7 333

0 |nst%ﬂ%ﬁ&ﬂ%bllhon$mall byginess or 753 69.7 30.3
set
gﬂ%&l ution 0rethan$5b|II|0nMultlfa%}l)gl 38 21.2 8.8

NOTE. See general note to table 10. Overserving by an institution in part of
its assessment areas is measured by the ratio of the number of loans or the
aggregate loan amount in that part to the number of owner-occupied housing
structures (in the case of home-purchase and home-irmprovement loans), or to
the number of families (in the case of small-business or small-farm loans), or to
the number of multifamily housing structures (in the case of multifamily Joans)
in that part. An institution overserves in part of its assessment areas for a
particular loan type if the ratio in the part, either for nurmber of loans or loan
amount, exceeds the average ratio for all the institution’s assessment areas.

of community development loans than did urban
institutions. The exception was remote institutions
with assets between $500 million and $1 billion.
These institutions had higher community develop-
ment loan dollar amounts than did the combination of
same-sized center-city and suburban institutions.

Table SBare SHfakergé bengleibankitguinetisuthansr¢batveeteived
an ‘“‘outstanding™ rating on their most recent
large-institution CRA exam and the extent
of commumity development lending among large
institutions, by asset size of institution and lecation
of headquaiteis, as of December 31, 2003

Urthem Rual
Characteristic and

asset size of imstitution Center

Suburban Exurban Remote

city
“Outstanding" ratfirgg
$250 million to $500 million
Number . 137 163 95 62
"Putetanding” rating . 8.0 9.8 6.3 14.5
$500tsERARRHUeNEESABBWIAMBATES ™1 billion
Number 184 171 47 39
"Betstantling"rating$500millionto$1billionA&.fent  13.5 29.8 154
$1hillianditg $atibgiohillion to $5 billion
Number 217 113 32 12
"Betstantling"rating$1billionto$5billionPer2@rld 28.3 31 16.2
MaretsthaditgSrhiiightore than $5 billion
Number 144 24 7 1
"Betstantling"ratingMorethan$5billionPerc§Bt1 45.8 .0 0

Madee communityty dedevkippment
Ioanss in200@BAECOEl!
$250 million to $500 million
Percent 63.0 53.8 56.3 53.8

Mﬂd@m&ﬂ?}/ loRmenind
e $2508m|II|onto§5§@3ull|onﬁgvg@ge amogna (thousaags
,\i%r nsin O ﬁe MSOO million ﬂ?l billigyy 5 55.6 735
°‘”°‘E}§$500m|II|ont0$’ngnonAve3a]gp7amowggghousaplmg
nsm [t} %{H%l billion to %i 6I||I0n 74.5 68.0 72.7

B iR

Y%@mme $lb|l||omo$@4jlmverggelmountg(@msamlg 338
opment
,\i%rg n5|n2 eMore than $50Bifion  g49 100.0 100.0
& Eg""”"‘E}gMorelhan$§9ﬂlgyz;verggg aT@untithassands 6,716
of doll%ﬂr‘?

NOTE. See general note to table 10.

I[fodimotelgt. atvenay o fivemnst vofisl aane ngam sintotignin sttt iomshw ethd smgh lending.[endoffootnote.]

This evidence on community development lending,
howevwer, is indirect and inconclusive. For example,
it excludes any measure of community development
investments or services. Moreover, because we lack
information about the location of community devel-
opment loans, inferences drawn from locations of
institutions’ headgquartess are subject to dispute.

In sum, the retail lending and branching measures
used here provide little evidence that banking insti-
tutions collectively or individually underserve rural
areas, with the possible exception of community
development lending. Moreover, there is no evidence
that a lower percentage of rural-based institutions
receive “outstanding” CRA performanee ratings (at
least for such institutions with less than $1 billien in
assets).

Ruvall Areas That Would Be Affected! by the
Agenciass’ Proposed! Qptions

The agencies sought comment on several alternative
definitions of CRA-eligible rural census tracts. Each



alternative satisfies five basic principles. First, each
alternative would permit an institution to know, when
it decided to make a loan or investment, whether
or not the loan or investment would qualify as com-
munity development. Second, each alternative would
rely on measures that change no more often than
annually and in most cases change much less fre-
quently than that. Third, each alternative would
rely on purely objective statistical criteria that could
be applied mmechanically and witheut judgment.
Feurth, each alternative weuld be easy to apply: Any
required ecaleulations weuld be straightferward of
weuld Be eBviated By the gevernment's publication
of a list of eligible areas. Fifth, saeh alisrnative
wedld rely en readily available, government-
produeed daia.

The three alternatives that we considered were
(1) moving the income threshold for CRA-eligible
rural tracts from 80 percent to 90 percent or 100 per-
cent of the statewide nonmetropolitan median family
income, (2) changing the baseline for determining
the CRA eligibility of rural tracts from the statewide
nonmetropolitan median family income to the state-
wide median family income, and (3) adopting a modi=
fied version of the criteria used by the Community
Development Finaneial Institutions Fund (CDF1
Fund) te identify “investment areas.”

The fund uses four alternative criteria of interest
here to classify geographic areas (tracts, counties, or
other aggregations) as investment areas. According
to the fund, an area qualifies as an investment area
if it has (1) a median family income that is less than
80 percent of the relevant metropolitan median family
income or the national metropolitan median family
income, whichever is highet, in the case of a metro-
politan area, of a median family income that is less
than 80 pereent of the relevant statewide nenmetro-
pelitan median family ineeme er the natienal nen-
metropelitan median family ineeme, whishever is
highe¥, in the ease of a nenmeiropeliian area; (2) an
ynempleyment raie of at least 1.5 times the natienal
average: (3) a peverty rate of 20 pereent OF mOrs;
(4) 3 pepulatien less of 10 pereent oF mere Between
the previeus and mest recent censuses oF & R migra-
tien 1ess OF 5 percent OF mere Qver ihe five-year
period preceding ihe most fecent CeASHS: Data for

unemployment, poverty, and population are updated

Bfbot@oteindinit@oMmveiitymBeydfopmeid] Ristitaiadninditutions.Sund,

Department of the Treasury (2004), *“Commiumity Development Finan-
cial Institutions Program,” Fedenall Registery, vol. 69 (May 1L),
p. 26259. The fund’s definition of an investment area contains an
additional criterion, which states that the area has “significant unmet
needs for loans, equity investments, or financial services.” We disre-
garded this criterion because the fund refrained from defining it in
objeetive, quantitative terms.[endoffootnote.]

annually at the county level and decennially at the
tract level.

To permit comparison with the current rule, we
modified the fund’s criteria. Instead of using the
fund’s income criterion, we used the CRA’s. That i,
we treated as CRA-eligible any tracts currently classi-
fied as lower income (using, in rural areas, the current
CRA baseline of the nonmetropolitan statewide
median family income) and any tracts currently clas=
sified as middle inceme that are loecated in a county
that meets any of criteria 2 through 4. Thus, in this
article, when we refer to the “miedified CDFI Fund
eriteria,” we use a medificatien of the first fund
eriterion, the ene Based en inesms.

There are two key differences between the fund's
criteria, which use non-income measures of commu-
nity need, and the other alternatives, each of which
relies solely on a relative tract-income criterion. First,
the fund’s criteria use measures for which data are
at the county level, not the tract level. Second, the
fund’s county-level criteria use measures that are
updated annually; income data at the tract level, in
contrast, are updated only every ten years. Con-
sequently, the way in which the fund’s criteria idien-
tify CRA-eligible areas is different from that in which
the income-based alternatives do, and the difference
can result in different outcomes.

Our analysis expands on the agencies’ proposal in
two main respects. The agencies proposed to apply
the alternatives outlined earlier only to rural areas
and only for the purpose of qualifying activities as
community development. Our analysis evaluates the
alternatives on those terms but goes beyond those
terms. In particular, we show the implications of
adopting these alternatives in urban areas, divided
inte central-eity and suburban compenents, and in
fural areas, divided inte exurban and remete eompe:
nenis. We alse shew the implieations of adepting the
alternatives for the purpese of svaluating ether CRA-
related astivities, sueh as retail lending (table 14).

We computed the effects of the alternatives on the
coverage of rural and urban census tracts and on the
retail lending activities that would have counted as
CRA-related if the alternatives had been in effect in
2003 (we assumed that banking institutions had not
altered their behavior). We compared each alternative
with actual 2003 retail lending activities adjusted
for changes, implemented in 2004, in the definitions
antl boundaries of metropolitan statistical areas.

Footflate]vd2 pdhd dtianpamputiati ohacniterissd¢hat ove adapmaon adagitation of the

fund’s criteria are based on 2000 census data.[endoffootnote.]

Feoolnatéfulidnd ndtiwtided QO3 fENMDRA0Zid MIRA amlalGBsisesall-business

data used census tract definitions based on the 2000 census. Metropoli-
tan area boundaries based on the 2000 census were not implemented



Tdble Comp@oistparif caffeftsffentsensuseracss tamct soandoun toey nifesp b franseffonidef dngus etracts tasct3RaA -EliRAbK I gible,

by location of tract, as of December 31, 2003

Percent
Urhem
Item
Center city Suburban Exurban
Clameenet male
Less than 80 percent of MSA or non-MSAmexttiakia oot

CRA-¢eligible tracts 43.5 18.6 12.6
Curreptiratlen 39.7 17.2 1.1
Curiigsaditank®percentofMSAornon-MSAmedian ™! CRA-eligibletractsPopulation

LeSithatiBbpes ipatefidiS AurarfMSAmedian ™ " CRA¢ligibl@fdsLoans  16.7 10.9
Currentamlepsiiesseor small-farm 20.3 13.8 9.1
Curnesvitrai#dpeitentofMSAoron-MSAmedian® ™' CRA-eligiblet@i@sLoansHom @$drchase 14.9
Curigxatitmt®percentofMSAornon-MSAmedian ™' CRA-eligibl@dsLoansMu |t B@r6ily 13.8
Curmgidsin®percentofMSAomon-MSAmediant*“"'CRA eligibl&&@sBranches 22.1 15.2
CUrrastirnipescin CRIS Adraiintdg Actedian "' CRA¢ligiblet@sDeposits 31.9 56.9
CuniasiuaneieroeioUR Aseingid Ametian "Il Countieswitbbut CRA-eli@tle tracts 1.7

Lessthan80percentofMSAornon-MSAmedian®°°"®l Countieswith only CRA-eligible tracts
Optiamss
Less than 90 percent of MSA or non-MSAmmgiiafi®® "

CRA-eligible tracts 53.5 315 27.8
Optiessiation 50.1 207 25.4
OptibssisandopercentofMSAornon-MSAmedian™* " “I'CRA-eligibletractsPopulation

LeSithatiotnes teetsf S AuratinfMSAmediant*™ " 'CRA¢eligiblethd@sL oans ~ 33.5 27.4
Optiormalt-hrgilesseor small-farm 30.2 304 25.2
OptioaghirigapeitentofMSAomon-MSAmediant®"™ ' CRAeligiblidsLoansHom &%.6rchase 28.2
OptiBasbhraopercentofMSAornon-MSAmedian™* " I'CRA-eligibletBidsL oansMul t&@rdily 32.3
OptiDgsihnopercentofMSAornon-MSAmedian™ " CRAeligibldith@sBranches 41.5 33.7
OptibsihanddpascanORASAbdipitstd/GActedian™* "' CRA-eligiblet@@sDeposits  13.2 29.5
Optinastansiteroaii VR Aselonibie Ametian™* ™ Counties withut CRA-elighbTe tracts 6.8

Lessthan90percentofMSAornon-MSAmediant®®™ i counties with only CRA-eligible tracts
IOptiothdredehperdot pdrdBACHIVIBA- NS0 mabtidum e dian (seoomtel:

CRA-elligible tracts 63.0 47.0 51.0
Ppioheti essthan100percentofMSAornon-MSAmedian(#™ Il CR £@gibletractsP o#fl12tion 48.1
IoptinssL essthan100percentofMSAornon-MSAmedianl**®°™ ' CRA-eligibletractsL oans

Small-business or small-farm 52.5 54.2 52.8

Optlansieegstiatiti@percentofMSAornon-MSAmedian ™™ ' CR A HgibletractsLod@sBome-purch &k 7

]
Opvitunkt frssttibn 1 00percentofMSAornon-MSAmedian(se#oe]
Brtioriskessthan100percentofMSAornon-MSAmedian(*® " I'CR AélgibletractsBrafches
]
]

58.3
Dptiositsessthan100percentofMSAornon-MSAmediant*#° ™l cR g AgibletractsD ep@dits 59.7
CoOnti titbart] (RekeenigiMsAventn-MSAmedian™=® e Coydii@s without CRA-eligible trkbte
CoOnptiesshesithaml §0NERcAREIiEA SAmedian 'Counkiks with onlR@RA-eligible 2tdbts
IOptiothdre & therc @t pdrestate afiedida edian™9ome?

CRA-eligible tracts 41.6 17.5 30.8
Ppioheti essthan8Opercentofstatemedian™*™*?CRA-¢ligibletract§¥oBulation  15.9 375
IoptinssL essthan80percentofstatemedian™# " “?CRA-eligibletractsL oans

Small-business or small-farm 324 15.9 40.0
OptlansieegstivetfiGuercentofstatemedian™ ™ ?CRA-eligibletract@bhsHome-putd.dse 38.3
Otk frssttibn80percentofstatemedian™® ™ ?CRA-eligibletractddodnsMul tifam B Y.4 38.3
Brtioriskessthan8Opercentofstatemedian™**™*?CRA-eligibletract@6nches 19.6 46.2
Dptiositsessthan80percentofstatemedian™® ™ ?CRA-eligibletractdDegosits 20.9 47.3

CoOnptiesskettbart8(fRrenttfstblemediat™ ™ ’Counties withod2.0RA-eligibl8&rcts 18.7

CoOnti iithand§pel BeAtefbigtivhe dientt Counties with orlly2 CRA-eligibB2tracts 15.3

Mptitificed/ CIDITE dC@iiF¢r Femidcriterialsedoomoes

Cormbined
CRA-eligible tracts o 49.1 229 206
Ontign ed CDFI Fund criterial**® ol 451 215 27.9

0 E‘?‘J'Q\?P{’ﬁfiweﬂt&%m"m”‘“m

RA-eliaibletract n
S DR o %5 203 203
gl gt apshomeepurchase 49.0 28.8 20.1
Onti 1 _g],gimﬁr@,qm;@md!wlﬂsfamlly 38.9 25 33.9
e wh‘ﬁ@mﬁmﬁés& footnote]3 44'2 27-9 34'9
: T e 11.2 29.6 459
mﬁ Wi 0n1 Sft‘?glﬁ’s o trac L6 78 43

-eligible tracts

for filings related to HMDA and the CRA until 2004. In constructing
the numbers we report here, we use the 2004 definitions of metropoli-
tan statistical areas.[endoffootnote.]

'CRA&&MyibletractsLof@&M ultifamily 49.7

Rural

Remote

17.9
15.6

131
12.7
133
15.7
16.7
61.3

4.8

37.8
343

36.4
347
30.7
40.8
41.6
313
18.3

62.3
57.7

65.8
62.4
53.8
69.4
69.8
10.3
42.3

48.2
44.6

46.9
45.5
376
51.8
524
24.4
28.2

W w
oo

WA= o 00
- G W = O Um =

gthhwwm

Urttah Urban

311
27.7

225
16.8
335
25.8
30.0
18.0

2.4

425
39.3

38.7
33.0
48.0
43.9
483

85

55.0
52.1

56.7
50.2
63.9
61.7
64.9

171

29.5
26.2

21.4
16.4
323
24.8
28.7
23.2

2.8

36.0
326

28.0
23.3
39.1
31.6
354
16.9

6.8

Total

Rural

14.6
12.6

11.9
10.7
14.3
14.7
15.9
59.0

3.2

31.6
28.5

31.6
29.5
29.1
36.4
375
304
124

55.3
51.4

58.8
56.1
51.2
63.6
64.6
10.1
315

43.0
40.0

43.2
41.6
38.0
48.9
49.8
21.5
21.6

32.8
30.2

34.6
33.0
29.9
375
38.3
45.1
28.9

Tuthl All

28.0
25.1

15.8
12.9
25.5
18.6
20.9
44.8

2.9

40.4
374

34.2
30.7
40.1
39.0
41.3
21.9
111

55.1
52.0

58.1
54.0
58.6
63.0
64.7

26.5

321
28.6

35.2
32.8
34.7
40.5
42.4
22.1
15.0

354
321

32.2
29.6
35.3
354
37.3
353
21.2



14.—Continued

Unhan Rual Total
Item
Center city Suburban Exurban Remote Tatbbaturban Rural Attal All
Maodiified CDFI Fund criteria
Unemploymemnt
CRA-eligible tracts 46.0 20.5 23.7 26.8 333 24.9 31.7
Ropaifatd@DFIFunderiteriaUnemploymentCRA-eligibletractsPopd2ition 19.1 22.4 24.3 29.9 231 28.7
IMedisiedCDFIFundcriteriaUnemploymentCRA-¢eligibletractsL oans
Small-business or small-farm 33.2 20.0 23.7 22.8 25.5 23.3 24.1
MétifindoRFithaieriteriaUnemploymentCRA-¢eligibletractsLoa22@me-purchask?.6 22.2 23.4 20.4 22.8 21.9
Mbddifi¢ifabilFundcriteriaUnemploymentCRA-eligibletractsLoad8Zi Itifamily  26.4 24.5 21.9 36.6 23.6 311
Bedi¢led€DFIFundcriteriaUnemploymentCRA-eligibletractsBraid&h8s 23.9 26.4 25.1 28.7 25.8 26.8
IMyuivkisC DFIFundcriteriaUnemploymentCRA-eligibletractsDe pd8iss 25.3 27.6 25.9 32.7 26.8 28.9
@adifitdSDF fuodtr{idRiAGeligitde witttsut CRA-eligible tracts 11.6 30.6 49.3 55.9 17.3 52.5 40.3
@adifitdEDF BuraichitelifA veliiziblwittactsly CRA-eligible tracts1.2 57 14.7 16.3 5.1 15.5 11.8
Wodi¢iggCDFIFundcriteriaPoverty
CRA-eligible tracts 455 19.1 19.0 25.8 323 21.6 30.3
Ropuifid@DFIFundcriteriaPovertyCRA-eligibletractsPopulationd1.5 17.7 17.3 23.7 28.9 19.5 27.2
IMedisiedCDFIFundcriteriaPovertyCRA-eligibletractsL oans
Small-business or small-farm 316 17.7 18.0 22.4 235 20.1 21.3
MébifindoRFihmieriteriaPoverty CRA-¢eligibletractsLoansHomébi2rchase 15.1 17.1 21.6 18.1 19.2 18.8
Mddifi¢ifanE1FundcriteriaPovertyCRA-eligibletractsLoansMul tiddiBily 23.6 19.8 19.7 343 19.8 28.2
Btadifled€DFIFundcriteriaPovertyCRA-eligibletractsBranches 33.7 21.7 20.9 25.1 26.9 22.9 243
[MgatifisdCDFIFundcriteriaPovertyCRA-¢eligibletractsDeposits  39.4 23.2 22.1 25.9 31.0 23.9 26.4
@adifitdSDF fhodtr{idRiAGeligitde witttsut CRA-eligible tracts 12.0 315 54.9 57.0 17.8 55.9 42.7
@adifitdSDF BuraichitelifA veliziblwittactsly CRA-eligible tracts .6 4.4 123 17.6 39 14.9 111
Wogifild@BF 16endcriteriaPopulation loss
CRA-eligible tracts 47.8 21.0 15.2 25.7 344 19.2 315
Ropuifid@DFIFundcriteriaPopulationlossCRA-eligibletractsPop48tin 194 133 22.0 30.7 16.3 28.2
IMedisiedCDFIFundcriteriaPopulationlossCRA-eligibletractsLoans
Small-business or small-farm 339 18.8 14.5 24.9 24.7 194 21.3
MébifindoRFithmieriteriaPopulationlossCRA-eligibletractsLoan@4dme-purchasd 6.0 12.9 22.3 19.3 17.2 17.9
Mbddifi¢ifabilFundcriteriaPopulationlossCRA-eligibletractsLoand@ i tifamily  25.1 16.5 20.5 35.9 18.0 28.4
Btedifted€DFIFundcriteriaPopulationlossCRA-eligibletractsBran36£& 22.7 17.8 28.3 28.2 22.9 24.7
[MgatifisdC DFIFundcriteriaPopulationlossCRA-eligibletractsDepakdt8 24.2 19.1 29.2 323 24.0 26.9
@odifitdSDF fhodtr{idRiAGeligitde witttsut CRA-eligible tracts 11.6 311 54.1 51.2 17.8 52.7 40.6
@adifitdSDF BuraichitelifA veliziblwittactsly CRA-eligible tracts 1.0 39 5.7 17.8 31 11.6 86
Meswio
Numiber of tracts 26,278 26,298 7,661 4,650 52,576 12,311 64,887
NOTE. See general note to table 9, and for description of lending and branch Podthottha. faneidyam dami yiri itrazerasia i 5t € et diahdamedian fam-

data reported in 2003 geographies, see related description for assessment areas
in table 9, note 1. Analysis is restricted to lending done within assessment areas
and excludes institutions not covered by the CRA.

ily income in the state in which the census tract is located.[endoffootnote.]
$fodtooteledcrintiode sdr iptidifi ofitroadidi CADbH Fu@DE tEuadseeiterts, see text.

CDFI Fund Commumity Development Financial Institutions Fund.[endoffootnote.]

[fodvhethlat. fetedlipninfaomity iincemsusntraehsas drqutrasntagee el ttagemetlitne median

family income in the metropolitan statistical area (MSA) or monmetropolitan

portion of the state (non-MSA) in which the census tract is located.[endoffootnote.]

wide median but retaining the 80 percent threshold-
would qualify 43 percent of rural tracts as CRA-
eligible.

We also calculated the effects of adopting the
modified CDFI Fund criteria. Using the criteria to
identify middle-income tracts that would be CRA-
eligible would classify 33 percent of rural census
tracts as lower income, a proportion nearly equal to
the 31 percent of urban census tracts currently classi-
fied as CRA-eligible (see “Cuirent rule” and “Modi-
fied CDFI Fund criteria” categories). When each of
the unemployment, peverly, and population 1oss
eriteria is applied separately, the propertion ef rufal
traets elassified as CRA-eligible is 25 pereent, 22 pef-

cent, and 19 percent respectively. Applying the
modified CDFI Fund criteria to urban tracts would
have a comparatively modest effect, increasing the
number of urban tracts classified as CRA-eligible
from 31 percent to 36 percent. The general patterns
described in this paragraph and in the previous one
are also found when the unit of analysis is the propor-
tion of population in CRA-eligible tracts:

We also profiled the economic and demographic
characteristics of the tracts now classified as lower
income and of the additional tracts that would
be CRA-eligible under each of the alternatives
(table 15),

febtnbidcate [Rlaok issthedoislyhstada lin swahdckn theh mdnmetropolitamopolitan
area median income is higher than the overall state median income.[endoffootnote.]

Each of the proposals would substantially increase the number of rural tracts that are CRA-eligible—that is, eIPibIe for area-based com_m_unitiq development activities.
Currently, 14.6 percent of rural census tracts are classified as CRA-eligible; these tracts contain 12.6 gercent of the rural population. Raising the threshold to 90 percent
for rural areas would roughly equate the percentages of urban and rural tracts classified as CRA-eligible, at about 31 percent; raising the threshold to 100 percent would
qualify 55 percent of rural tracts as CRA-eligible. Similarly, changing the baseline for classifying rural tracts to the state-



Table CharaCtearsidtarisfi 3R -ClRAb K i génlaicdnsots tiadtcandtiesumidobnbost thasewbatdnte ktlded addddr wipieorspitandeforidgfining
census tracts as CRA-eligible, by location of tract, as of December 31, 2003

Percent except as noted

Unthen. Rural Total

Item c

city Suburban | Exurban | Remote Wotadrirhan Rural ATbtal All

Cuvnemtt rule
Less than 80 percent of MSA or non-MSAmegitinfit#omoel
Tract (average characteristics)
Numhregﬁdded%ghah@. .. gﬁq '&'df'M'S'A'dr' RonRISA mdiane 11,441 4,900 969 833 16,341 1,802 18,143
.1

a"ﬁé“ge Shalacteriat 9k fa{“.".'.e.s.‘.”.'.th. income . 23.9 15 229 231 214 230 216

al
i M@mnﬁm SA%?EF%EW M2 i (e Bber: 230;)! ) 43 35 w08
note] . B .
#ht and 80,péfgnt of MSAor ”%@é‘med?‘?ogo 31,040 27440 31,501

EMSAORNSAIDA ffthtarsy eorer "~ 575 66. 5 69.6 69.0 60.2 69.3 61.1

Vﬁd‘«ﬁlﬂ)@ﬁh @i IS
nMSA e IS medians o 98,973 94,019 53528 51,056 97,480 52,389 92,969
A %m{%lm&g%g v 30.6 331 339 35.1 314 345 317
WM ................. et 353 81 535 533 392 535 4056
o mWéséa'BM o gw%éﬁﬁéewofnmén ........ 9.8 9.2 156 18.4 9.7 169 10.4
G o o 0 peront o NSA S A MSA eSS | 507 45 s 334 o4 314 B
Cm&ﬁ% %@M&%Mﬁ&ﬁ%ﬂ%%ﬂ% ta}ﬁlse"""‘”"’e]lcounty (averagle characteristics)
Population change 1990-2000 ...l 11 1.2 11 11 11 11
Natrrengrdélcessthsas0595eA6fS Aornon-MSAmediant " County(averagecharacterifitids)Net migrdtion rate, 8995- 99[59""""9"9]‘ =2 .0 =2
Powreetgrutake20GA80percentofMSAornon-MSAmediant**#**" I County(averagecharactefidtits)Povertylrdte, 20047.5 19.3 133 18.3 13.8
Itheraptoiehessthan8QRicehtofMSAornon-MSAmedianl* " County(averagecharacteri&ids)Unempgment ratd,£2001 72 5.9 7.4 6.1
Optianss

Less than 90 percent of MSA median or non-MSAmaditiafia® oo
Tract (average characteristics)
Number added ... o it 2,622 3,384 1,157 927 6,006 2,084 8,090
2 median or non-MSA median 150moe!

gnilies with income 100 82 13.7 133 9.0 135 102

B e R O v R S S
i h idared YRI5t of M4 03‘4 658“ 5148 45178 34588 42450
n
eman” :Aorgnso% MSA 852 853 85.2 85.5 853
AFRY L el 121,304 103,360 64,487 59,496 111,172 62,269 98,569
1 Mo/ median or non-visAmedian - 0 34.1 35.9 372 38.2 35.1 376 35.7
AL Wé?ﬁ . W ...................... 523 638 613 593 58.8 60.4 502
6.4 81 15.4 18.6 73 16.8 9.8
13.0 14.0 15.8 16.7 136 16.2 14.2
............ 40.5 24.7 19.7 15.6 316 17.9 28.1
Cm&fn ofts r@&é &%&iﬁh&i\n?é&‘ﬁﬁ%%mm%&%ﬁ@m“ﬂ&oumy (average characteristics)
Population change 1990-2000 ... 11 1.2 11 1.0 11 11 11
Naptionigassthmmatpeic@RofIBAmedianornon-MSAmedian!**#°" < County(averagecharactelistics)Net 3adgration ratd, 1995-ggsgoomeelt 1.8 15 1.7
mmmhmmMercentofMSAmed|anomon MSAmedian®**#°" e County(averafjechardtlefistics)PoVidry rate, 2007 15.4 11.6 15.0 12.5
bessthanaeperc2MDIMSAmedianornon-MSAmedian*#"County(averafjecharadiefistics)Unefigloyment 6te, 2001 6.1 5.6 6.3 5.8
st
Dptiothdredd)thperdent per dStAofietE An e dian- B So nrleth Amediansedoomoelt
Tract (average characteristics)
Number added ... ...l wororoen | 5128 7,453 2,937 2,063 12,578 5,000 17,578
\_ By L@aﬁm l[& r%fFMSA median or non-MSA median
e ffa ilies with income
9 QV R JARVET - - - e '[seefoomole]l Tt 7 1 ]Ll 9 117 7'9 ]L]'S g'o
Og QRS gﬁf B 1A a ' ROpMBAnmedian oMS d|an[“"g‘l"‘zell 21.8 gfl)g gég %i%
7 80 geﬁgrr:t of Mz0r nogf 6Sf\med 250"&""‘“9]1 . .
4 3 48,004 36,847 44,830
tA orgrgon—MSA 90.6 91.3 90.6 90.3 91.0 90.5
125,857 110,561 68,236 64,522 116,781 66,704 102,523
34.6 36.1 374 38.5 355 37.8 36.2
54.6 66.4 63.0 61.1 61.6 62.2 61.8
61 75 15.0 17.5 7.0 16.1 9.6
&
T v‘%?% cersieslPopulation. g 132 137 157 16.8 135 16.1 143
JLis flan 100 percent of MSA median or non-MSA median™ """ 37.2 215 16.6 135 27.9 15.3 24.4
COLB[D%F s r&ﬂ%“}%{fs%&gxnﬁﬂ{gﬁb?ﬂow'lOl%rAt}/ledlan[“e'””°'911County (aVlerage characteristics)
Populatlon change 1990-2000 . ...l 11 1.2 11 11 11 11
Ny pdi80teNS Amedianornon-MSAmediant ¥ County (averpgecharactBristics)Ne2 Bigration 2de, 1995- 995“‘""”"‘9]4 1.7 15 1.7
RammlmtsmmpercentofMSAmedlanomon MSAmedian'*#°" L County(averagechailidBristics)Pdvefty rate, PAA2 14.4 11.3 14.2 121
1Optinpdbessthan 100per2&itbfMS Amedianornon- MSAmed|an.[5?e.'°f".”‘."?].1County(aver1gecharzﬁ:lﬁristics)unénﬁploymenﬁ.rhte, 20015.7 55 6.1 5.7

See footnotes on page 228.



TableQdntmedtinued

Percent except as noted

Urbam Rurall Total
Item Center
:ﬁy Suburban | Exurban | Remote Totahtrban Rural Atbtal All
Less than 80 percent of statenmadddaff® "
Tract (average characteristics)
Number added .o T e 902 1100 2082 1,407 2,002 3,489 5,491
Shl}ﬁésq(h of dla\nlsf ootnd : "
g*ct N e””*c X glgg'.]'%% with income 142 118 127 124 12.9 126 127
Ncomeﬁ%sMg% 0 percent of Ms 32 non- edlan[szg""i“"‘e]l 226 234 256 29
itRincomeBetwesn s0percent and reent or cEI;SAme 21{51"“"‘""““ 20.9 20.7 208
iestnincomeBetweeh S0"percent a 4% Bgsent ofg" KO 9 8623 35883 36882
- MOE ANV 10 VR BICGISH_ MIS A 2 = o 2 i . SA ogrsnoon MSASB'G 90.3 88.3 89.7 89.2
................................... 98,707 92,916 66,651 62,111 95,517 64,821 76,000
329 355 374 38.2 343 37.7 36.5
¥ 51.7 59.6 61.9 60.8 56.1 61.4 59.5
ooy oo -+ 76 99 157 18.1 88 166 138
L haracteristics)Population
LR o pwuteters B~y S+ S-S S -
st a&%&g%ﬁ%&s&ﬁ@g E%tlopave'ra It?.{halracterlstlcs)
Populatlon change, 1990-2000 ........... .. ... ... ... ... 11 11 11 11 11 11 11
Net esstiang0y TABrRRIAN County(averagecharacteristics)Net . miglration ra, 1995-99%# el 2§ .9 .0 1.9 12
PotesSWaaﬁﬂ,p@ﬁ!éﬂtofstatemedlan[ oo 5County(averagecharactenstlcs)Poverty rate, 1608 14.0 14.6 15.0 15.2 14.7 14.9
Unleenythap8patceatefsPAterhedian( .‘”.°fe].5County(averagecharactenstlcs)UnempI pyment7rate, 2001 6.9 6.5 6.0 71 6.3 6.6
Modified CDFI Fundceititeias0"®
Combimed
Tract (average chamcwnstlcs))
Number added ............ .. (686 TOOMONE]G  *+ " "+ e 1,466 1,133 1,296 939 2,599 2,235 4,834
Modsied Q[Mﬁhllr_eﬂmdﬂcrﬁﬁlﬂﬁ
Combinedthan or equal o povertyeyehgpi: oo 108 9.2 136 133 101 135 117
MOd[ff i%ﬁlﬂ )] hmisdiame .. ... .. ... 20.8 18.4 21 6 22.0 19.8 21.8 20.7
Mo o ehmame : QoMISA or non-MSA median! 18.4 19.0 8.4 19.2 18.6 18.8 18.7
! & ncomeLess. than. 50. percent . of N6 866 nonMSMedlMsﬁB“me]l 36,788 6,204 36,699 41,810
glstd " ncomeBetween. 50. percent.and 80 @Er2zent of IS4 or nor961|'lSAmed|£1&5"3’°°'"°‘e]l 98.2 95.7 97.1
age an family income (dollars)
m..m.w.umm}w‘.é blmg%%e(dollars)MedJan relative.ta V1 SIR508200n-M6OA152 66,391 62,328 117,679 64,686 93,151
redpbeblitels L to0tiote]e 34.8 352 36.9 38.1 35.0 37.4 36.1
Msmngw e 53.8 65.2 64.4 60.8 58.8 62.9 60.7
e IR 0E) 6.6 8.2 15.2 183 73 16.5 11.6
i hEamdstmm i
13.7 13.0 14.7 15.9 13.4 15.2 14.3
47.2 322 25.6 19.6 40.6 231 325
)
11 11 11 1.0 11 11 11
L 4.7 1.6 .9 2.1 3.4 -3 2.0
186 14.9 17.6 17.0 17.0 17.3 17.2
7.8 81 86 73 7.9 8.0 8.0
Mibetifief2yEiEnndcriterial™®™=*Unemployment
Tract (average ChaIﬂCIB[‘lSthS))
Number added .............. S0 TODIIONEB | st oo 653 502 848 412 L1S5 1260 2,415
Modﬂ‘lﬁd Q[Pa?dﬂléumdﬂcrﬁt@ﬂa Unemployment
erﬂgeodmreqtealsMSlgw chad] |3 with income. ........ ... .. 13.3 11.4 112 4 135 12.5 12.8 12.6
Modlfle ﬁﬁamsﬁmm nemployment ... .. 21.8 19.8 22.3 20 9 21.5 21.2
Modifi ki€l ieerit of MSE?.6r non- Mmedlan“ﬁﬁ"ﬁ“‘“e]l 19.4 18.9 18.6
PleYIBepircent .and 80t @68ent 0ANUBA or rmmAmeGmﬁ[dT"“""‘e“AS 901 37,506 40,564
Mmqmpm ment ...... 98.1 98.0 96.8 93.6 98.0 95.7 96.8
amlylnco eldtmesployimentive to MSA or non-MSA
gemme]e .......................... 157,326 110582 71274 72214 136980 71581 102,828
e fontro Unemployment ...... 338 34.0 375 38.3 339 37.8 35.9
b sﬁfdlﬂfd |uu Iy} Wnent ...... 49.4 64.1 65.8 60.3 55.8 64.0 60.1
emdsmfsmecm Lpal % Bn onment ...... 6.4 10.2 14.5 20.5 8.0 16.5 124
' ﬁf;E sﬁﬂ‘d}f’kﬂ at i o rem Iﬁ(gyment 129 1.8 150 155 12.4 152 139
racteristics)Popu Sgg%otnote]e ver. age 65 .. ... .. . . . . : . .
Mod|f| nf I Eund. criteria®>=> 22" Un onment ...... 53.2 33.9 21.4 22.0 44.9 21.6 32.7
Cow(mmfm%ﬂﬁ%&pmmymmmwhﬁp {f&#4ge characterjstics) " s i s i '
opulation change, 1990-2000 ....................... .. ... . . . .
Neuified CHBIF wateritdR5Y ¥ UnemploymentCounty(averagecharacteristics)Net riyation rate2.4995- 99[5‘*?1'“"‘9]‘ 8 =i 1.7 8
Riodifigd €DE) iR riterial** " °UnemploymentCounty(averagecharacteristics)Povety. Sate, 20026.0 16.3 17.2 19.1 16.6 17.8
Meifiptt@pftFunddeteRial " UnemploymentCounty(averagecharacteristics\Unem@@yment ra@.82001 10.0 10.2 10.3 10.0 10.2

See footnotes on page 228.



The profile reveals that, in rural areas, the exurban and remote tracts currently classified as lower income
have similar average characteristics along most dimensions (although the number of tracts in exurban and
remote areas is different). In urban areas, however, the center-city and suburban tracts with this classificati
are largely dissimilar. Further, a comparison of lower-income tracts in urban and rural areas reveals
differences in most characteristics.

Table ditmdeantinued

Percent except as noted

Urdbem Rual Total
Item e
:ﬂ;er Suburban | Exurban | Remote Thtahtrbpn Rural Afltal All
Poverty
Tract (average characteristics)
Nul added ...... ... .. 521 131 485 368 652 853 1,505
POVQHY of families with income
Trdctavetagacharagieridtios)pbaratef [éamlilies with income. ... ... ... 15.0 18.8 17.4 18.1 15.8 17.7 16.9
OVersss than S0 Hebie FPWINK BV8lon-MSA mediant ................ 23.1 22.6 24.1 24.9 23.0 24.4 23.8
OVErihae aféchmeactaristics)SRErquéfaraitiesd ViBromel ron-IvEB A5 Grpdiaerit of[MSA 1t lnon-MSABiBdian* 7% 18.4 17.3 17.9 17.7
OVEBikuasaragbpharactsnistichiSharepffamilisswithincomeBetween. 50 percent. and 8043s9d¢nt of BUGYlor nod383Gmedianlraz ™I 41 262 33,087 36,629
BN erageeharbetetistisdB\e dia mfam MScome . (dallars). . . ............... 97.3 96.0 95.0 91.8 97 1 93.7 95.1
OVBE"Iveragecharactenstlcs)Med|anfam|Iylncome(dollars)Med|an relative to M$A or non-MSA
Travi(aleraghchasecteistie sn}g ...................................... 165,803 74,434 56,220 51,471 147,360 54,172 94,491
ovel B H@Hgé MaRIeybARkRIS) 33.7 31.2 35.9 36.5 33.2 36.2 349
oVverki nagedgrantenistics)HousingMedian. house. age .(years)............. 45.9 61.1 63.7 63.9 49.0 63.8 57.4
OVEN E(ﬁwagmhéractenstms)HousmgQccupanﬁy by .awner. ... ... 6.7 11.9 16.0 15.5 7.7 15.8 12.3
OVRMfi¥tataweragecharacteristics)HousingVacancyratese#ooinotl?
Trﬁ(meagnoﬁﬁractensucs)PopulaLlon ..................................... 12.8 11.1 14.3 14.7 12.5 14.5 13.6
POVBMM%I%SW ......................................................... 60.9 59.1 37.7 28.7 60.6 33.8 454
Elverffyai(arpsegelsharaeitsiatins] Rogy lation Minoritybeefoonoels
Population change, 1990-2000 ......................... 11 1.2 11 1.0 11 11 11
Daverty@oat tRsactBfistics)Net migration. rate,. 1995- 4.0 13 .6 -6 2.9 1 1.2
Pomyﬁmw(ém@gecharacter|st.|cs)Poverly rate,. 2002 ......... 24.7 24.0 22.3 23.2 24.6 22.7 235
pcidifderistics)lUnemployment rate, 2001.............. 9.0 11.5 7.8 7.7 9.5 7.8 85
Population loss
Tract (average characteristics)
Nymiber added .......... .. .. .. ... 1,124 613 194 364 1,737 558 2,295
Po 187aHI88s with income
dct(avetlag cbaraqmdtms)@bmtgﬂémmlllles with income. ................. 9.3 7.1 14.1 11.1 8.5 12.1 9.4
opu jarae] GBSl ie SPXIER IV elon-MSA median® ................ 20.8 17.0 21.1 20. 2 19.4 20.5 19.7
OpPUEE And XS Farnctanisticx)SRarquéfamitieodiMiBehmel rom-INESAS mpdiaarit of |MSA 1 on-MSAgBdian = ! 19, 18.7 18.9 18.7
[0]0:% = b actenistickSharepffamilieswithincomeBetween. 50, percent. and| 8048¢2ddnt of HWESGr noﬁﬁmmmedlﬁﬁliﬁgm‘“ﬂl 48,561 38,252 46,055
0op ; tistibdP\e dianofisrMBAincome. (dollars) . ............... 96.9 101.1 98.7 98 3 97 3 98.1
[0]0) §6¥8&hracteristics)Medianfamilyincome(dollars)Median relative to M$A or non-MSA
Liiig) ....| 135,845 106,363 55,6908 59,298 125,444 58,046 109,067
BO u 35.8 36.3 35.6 38.2 36.0 373 36.3
opu 52.5 65.9 58.8 58.9 57.3 58.8 57.6
8 u 6.2 6.5 16.7 17.2 6.3 17.0 8.9
oﬁﬁracterlsucs)PopulaLlon 145 14.0 14.3 16.4 14.3 15.7 14.6
POpUggIQ% 44.6 30.3 28.1 17.6 39.5 21.2 35.1
Coputiaci . IMmOmy[seefoomoxe]a
Population change 1990-2000 ...l 1.0 1.0 1.0 9 1.0 9 1.0
Ngtutatigrdoss@oratiy(alSRBebAracteristics)Net. migration .rate, . 1995.-ggseeomotelr —©.8 6.1 7.1 7.6 6.6 7.4 6.8
PoputationtdssCHUNE (averagecharacteristics)Poverty .rate, .2002. ... ............ 182 13.8 17.0 145 16.6 15.4 16.3
PhpratibojossQounagéavafigdcharacteristics)Unemployment. rate,. 2001 . . .. .. .. 6.8 61 6.3 51 6.6 55 6.3

NOTE. Data exclude tracts in U.S.-affiliated areas and tracts without imcome
information. percentage of the population in 1997 [endoffootnote.]

[flootBete]tdblSeled taidee 14, note 1.[endoffootnote.] BFooBwee}ahleStd, table 24, note 2.[endoffootnote.]

[fhotNatehi2t Hoasing ot regy anper@sntagerof ritestgd lofitsitag miting units.[endoffootnote.] ffoothatedl €sciptiaie sofi poah fafativad ifi A touGd Btitenied swétdeidt,. see text.

[footh¥ate} @hikksnew piteplorofied pdpanfi Hospzimic origin.[endoffootnote.] CDFI Fund Cormumwmity Development Financial Institutions Fund.[endoffootnote.]

demographic characteristics, and location.

Hoolbiffjrénc@ibevenen etweegrattomigrafigh indlfes migratdomigrifioh ds 4995 as a

tives for expanding the class of rural CRA-eligible
tracts, the rural tracts that would be newly classi-
fied as CRA-eligible show more-favorable economic
characteristics than do the rural tracts currently classi-
fied as such. The relationship of the newly classified
rural CRA-eligible tracts to urban tracts currently
classified as CRA-eligible is complicated. Under
any of the alternatives, the newly added rural CRA-=
eligible traets would have lower poverty, unemploy-
nent, and pepulation arewth rates and higher ewnet-
eeeupancy and vaeaney rates than weuld the current
urban CRA-gligible {racts; median ineemes fer Beth
types of traet weuld be abeut the same. Mersever, the
Fural traets that weuld be added under the alerAatives
that eentribute the mest rural traets (160 pereent

of median family income and 80 percent of statewide
median family income) show, not unexpectedly, the
most-favorable economic characteristics.

When compared with the current rule (figure 3),
each alternative adds a different set of newly CRA-
eligible rural tracts with significantly different geo-
graphic distributions. That is, with one exception,
each alternative—raising the threshold from the
current level to 90 percent (figure 4) or 100 percent
(figure 5), changing the baseline to the statewide
median incorme (figure 6), and adding the CDFI
Fund’s nen-income criteria to the current 80 percent
income rule (figure 7)—adds a set ef tracts that
differs from the other seis in terms of comMpesi-
tien (the traets that make it up), eesnemic and

The differences between suburban and exurban tracts are a case in point: Exurban tracts have higher poverty rates, vacancy rates, and unen
incomes, house values, and population growth rates than do suburban tracts.
Although the specific tracts added by each alternative are different, their economic and demographic characteristics are similar. Under any



3. Census tracts in rural counties: Share that is CRA-elligible under current rule, as of December 31, 2003

EMa of the United States with color patches marking Counties: white is urban, light blue is rural none, dark blue is rural less than 25 percent,
lack is rural at least 25 percent. Alaska is mostly black with patches in the other colors. Hawaii has a large island in black, a smaller island in
white, and all the rest in dark blue. The continental states have mixes of all colors, with larger patches in the west than the east, and a larger
percentage of space in the light blue color.]

NOTE. Under the current rule, a rural census tract is CRA-eligible if the median family income in the tract is less than 80 percent of the
median family income in the nonmetropolitan portion of the state.



4. Census tracts in rural counties: Share that is CRA-elligible if the income standard is set to less than 90 percent
of the median in the nonmetropoliitan portion of the state, as of December 31, 2003

EMa of the United States with color patches marking Counties: white is urban, light blue is rural none, dark blue is rural less than 25 percent, )

lack is rural at least 25 percent. Alaska is mostly black with patches in the other colors. Hawaii has a large and smaller island in black, a smaller island in

\t,)\ihltl(z']and all the rest in dark blue. The continental states have mixes of all colors, with larger patches in the west than the east, and a larger percentage in
ack.

NOTE. Under this option, a rural census tract would be CRA-eligible if the median family income iin the tract was less than 90 percent of the median family
income in the nonmetropolitan portion of the state.



5. Census tracts in rural counties: Share that is CRA-elligible if the income standard is set to less than 100 percent
of the median in the nonmetropoliitan portion of the state, as of December 31, 2003

EMa of the United States with color patches marking Counties: white is urban, light blue is rural none, dark blue is rural less than 25 percent,
lack is rural at least 25 percent. Alaska is mostly black with patches in the other colors. Hawaii has most islands in black, and one smaller island in
white. The continental states have mixes of all colors, with larger patches in the west than the east, and a larger percentage in black and white.]

NOTE. Under this option, a rural census tract would be CRA-eligible if the median family income in the tract was less than 100 percent of the median family
income in the nonmetropolitan portion of the state.



6. Census tracts in rural counties: Share that is CRA-elligible if the current 80 percent income standard is broadened
from the nonmetropolitan portion of the state to the entire state, as of December 31, 2003

EMa of the United States with color patches marking Counties: white is urban, light blue is rural none, dark blue is rural less than 25 percent, )

lack is rural at least 25 percent. Alaska is mostly black with patches in the other colors. Hawaii has a large and smaller island in black, a smaller island in

\t/)\ihltl((e, ar:jd a”_thei rest in dark blue. The continental states have mixes of all colors, with larger patches in the west than the east, and a larger percentage in
ack and white.

NOTE. Under this option, a rural census tract would be CRA-eligible if the median family income in the tract was less than 80 percent of the median family
income in the entire state.



7. Census tracts in rural counties: Share that would be CRA-elligible if the standard is broadened from the current 80 percent
income standard to include any of the CDFI Fund’s non-income criteria, as of December 31, 2003

EMa of the United States with color patches marking Counties: white is urban, light blue is rural none, dark blue is rural less than 25 percent, )

lack is rural at least 25 percent. Alaska is mostly black with patches in the other colors. Hawaii has a large and smaller island in black, a smaller island in
\Ilyhrl]tet,)land]all the rest in dark blue. The continental states have mixes of all colors, with larger patches in the west than the east, and a larger percentage in

ight blue.

Note. Under this option, a rural census tract would be CRA-eligible if it met the income criteria specified by the current rule (see note to figure 3) or if it met one
of the following non-income criteria established by the Community Development Financial Institutions Fund (CDFI Fund) for determining an investment area:
an unemployment rate of at least 1.5 times the national average; a poverty rate of 20 percent or more; or a population loss of 10 percent or more between the previous
and most-recent censuses or a net migration loss of 5 percent or more over the five-year period preceding the most recent census (see text discussion of table 14).



Table Naimb¢urabdrshare shiaread banalkihgnidstyti tistit tidnssevhuseben mb €2 RoA -@Rgibd b gidrisusetrawss tracthein asésamsats meas areas

would increase under options for defining census tracts as CRA-elligiible, as of December 31, 2003

IIncome based optiondncome-based Ellfled Mod&fleddCDFl Fund criteria F/I f(!eitti %EFI
ReRBAHTAGRNISRPPtions glhg”d Siterja fi‘—eun cnterla dividua
median Individual
Ttem Percentngg_non-MSA Less than unemploymbl1yid4a)
ian
80 percent .
Less than  Less than of state Combined Unem Poverty Bepulation
90 100 fedian ployment Poverty Eloss
Langpe instittiigos:s
Currently with no CRA-eligible tracts
Number . - 300 300 300 300 300 300 300
Rangf insttuiians fs1aneY; Hite a0CRACTROIbIS tEakRe tracts
RurghHsttutions with increase in CRA-eligible tracts ]155 Nugalhjer 200 49 27 11 18
Laysg-jnsfjfutions 51 77.0 66.7 16.3 9.0 37 6.0
m%%@m ggdgméggsiweﬂt@ututlonswnh|ncreasemCRA ellglblet@ftg:’ercem 41.9 324 54.4 62.6 429 40.7
CurrentlywithnoCRA-eligibletractsAverage increase (percentage points)
CuteegtistitiossGuer RN -wlithitdenea@R A-eligible tracts
Number 695 695 695 695 695 695 695
RangdinstittitiorisQusrrantlyvitbseassC RACERAbetigitsRui@icinstitutions with increase in CRA-eligible tracts
Number 629 679 650 369 243 183 152
LaRyiostititionsCurrentlywithsomeCRA-eligibletractsRuralinstitutionswithincréd8eMCRA-eligi@uEctsPercent93.5 53.1 35.0 26.3 21.9
AargrigstitntivesGarn@rtlyeittsgmeBRiteligibletractsAverage increase (perbértage point§7.2 27.0 275 23.7 20.0 14.8
Ask iTestit (ieasA Bntwathanoc (iReAthligittte e @R A-eligible tracts
Number 1,268 1,268 1,268 1,268 1,268 1,268 1,268
Rangdiretitersis wighsd ithnoBR¥-alligiblbtractsRsiral assessment areas with increase in CRA-eligible tracts
Number 615 976 788 194 110 37 66
LaFgﬂmsﬂnmtlonsAssessmentareascurrentlywnhnoCRA eligibletractsRuralassessdBafareaswithin@@ageinCRA-eligiBldtractsPerced.3 8.7 2.9 52
5 yreanttyvithnoCRA-eligibletractsAverage iddr@ase (percefifage points) 43.7 771 77.0 82.0 72.4
Ask et ieasA Bntwathasocoer ERI-wligibdenea@R A-eligible tracts
Number 1,629 1,629 1,629 1,629 1,629 1,629 1,629
Rangdiremtiter harihsd ithsGiRe&RAgllglibleteantsRural assessment areas with increase in CRA-eligible tracts
Number 1,312 1,557 1,406 658 412 303 192
LaFgﬂmsﬂmtlonsAssessmentareascurrentlywnhsomeCRA -eligibletractsRuralasseBfhntareaswitt®fc@aseinCRA-8fgbletractsPerdénd 25.3 18.6 11.8
5 yreettyvithsomeCRA-eligibletractsAveragelfrease (perdérifage point98.3 40.3 37.7 35.0 26.1
Small institutions!
@Qﬁpéntly GHEReRY tl@!&heﬁ%&%"ﬁﬁ&g ible tracts
Number 2,141 2,141 2,141 2,141 2,141 2,141 2,141
Rruadiinistittitiotis 58 W HECinarthpeithn 6RA-eligithbedositaral institutions with increase in CRA-eligible tracts
Number 1,152 1,870 1,476 389 161 75 201
SmBHiustittitions = L CyrrentlywithnoCRA- eI|g|b|etractsRuraI|nst|tutlonSW|ﬁli:8reaSE|nCRA8§I|§|bIelractsPeé&Ql 18.2 7.5 35 9.4
Ametigstitiniores ST BE untagtypithnsGRA-eligibletractsAverage increas@Zrcentage fdidts) 47.9 83.8 85.7 88.4 80.7
Cusnealtlystititions5Te"C"RAuedigiblewitictsome CRA-eligible tracts
Number 1,831 1,831 1,831 1,831 1,831 1,831 1,831
Rruadii nistittitiotis 58 W HECinartipwiths iR ARA  efibleletractsR ural institutions with increase in CRA-eligible tracts
Number 1,409 1,731 1,851 681 306 421 192
SmBHstittitions " CurrentlywithsomeCRA-eligibletractsRuralinstitutions@ftifincreaseinCBA-Bligibletracts®4rEent 37.2 16.7 23.0 10.5
Ametigstitiniors S BE untagtypithstsheCRA-eligibletractsAverage incre282(percentagélpbints) 34.1 476 4.8 456 40.0

NOTE. See general note to table 9. A rural banking institution is an institu-
tion whose assessment area contains at least one rural census tract. For defini-
tion of relative tract incorme, see table 8, note 1. For description of CDFI Fund
criteria, see text discussion of table 14. For definition of large and small institu-
tions, see table 1, note 1. For description of assessment areas, see table 9, note 1.

For exam-
ple, of the 3,559 rural tracts added by adopting the
modified CDFI Fund criteria or raising the threshold
to 90 percent, only 760 (one-fifftn) would be added
by boti options (data omitted from tables). Moreover,
the modified CDFI Fund criteria themselves would
add largely dissimilar sets of tracts: 18 percent of
rural tracts that meet one or more of the criteria meet
two or more of them, and less than 2 percent of rural
tracts that meet one of more of the criteria rmeet all
three criteria. The exception to the pattern is that

1. Rural assessment areas were approximated by the rural counties in which
small institutions had branches. These approximations were used to determine
whether any of the census tracts served by small institutions would become
CRA-elligiible.

CDFI Fund Commuumity Development Financial Institutions Fund.

substantial overlap exists between raising the thresh-
old to 100 percent and using the statewide median
income as the baseline. Of the 5,188 rural tracts that
would be added by either alternative, 64 percent
would be added by both options.

The alternatives can also be evaluated from the
perspective of banking institutions. For example,
30 percent of large institutions with at least one
branch in a rural area currently have no CRA-eligible
tracts in any of their rural assessment areas
(table 9). Under each of the three income-based

[F60tSate] BaviGeeh. DMEGrAnaleGaadal@alvandl. Ceiie L(2B&)le (208&hors found that the rural areas with population loss are distinct

“Umnderstanding Rural Population Loss,” Rurat Ametiza, vol. 17 (Win-
ter). The article is available on the website of the Economic Research
Service, U.S. Department of Agriculture (www.ers.usda.gov). The

from those with high poverty.[endoffootnote]

FhoaotedsdenAasesse nmalddn aftamalisiastitytpopsianatadpsgximated by the

counties in which they have branches.[endoffootnote.]

alternatives (raising the threshold to 90 percent or 100 percent or changing the baseline to the statewide median income),

more than one-half of those institutions would have at least one CRA-eligible tract in at least one of their rural assessment areas (table 16).

loss



In
contrast, under the alternative of the modified CDFI
Fund criteria, only 16 percent of those institutions
now without any rural CRA-eligible tracts would
have at least one; however, the 16 percent would on
average have 54 percent of the rural tracts they seive
classified as CRA-eligible. Although the income-
based measures affect many more institutions, the
average effect on each institytion is mueh smallef.
For example, the typieal institution that experienced
a change under the statewide-median-income alierna-
tive would end up with 30 percent of its traets ¢lassi-
fisd as CRA-eligible. The difference arises from the
operatien of the medified EPF Fund eriteria at the
eounty level: 1n euf analysis, if & county mests a
eriterion, then all of its midale-ineeme Haels becoms
CRA-eligible. Eaeh of the oiher, Income-based alisr-
natives 13 likely te affect only 3 portion of the middle-
1NEBME HAEL 1A 3 BIVER EBHRLY:

SUWMIAERY OF FFINDINGS

The data and the analyses reported in this article may
be useful in evaluating recent proposals to revise the
CRA regulations. Because of data limitations, much
of the analysis uses indirect rather than direct tests.
From these tests, several fiindings emerge.

First, we found little evidence of differences
in retail lending or branching between institu-
tions just below and just above the $250 million
threshold that currently distinguishes institutions with
small-institution evaluations fiom those with large-
institution evaluations. Nor did we find evidence that
institutions graduating from the small-institution
evaluation to the large-institution evaluation signifi-
cantly ehange their retail lending of branching behav-
ioF, at least in the first two yeats in whieh they are
eovered by the large-institution evaluation. However,
the analysis was limiied te infereness abeut the

behavior of institutions around the margin of the
current threshold, $250 million. Although the evi-
dence suggests that raising the threshold some
amount above $250 million would not have a signifi-
cant effect on retail lending or branching, it fails to
reveal what amount of increase in the threshold, if
any, would result in a significant effect.

Second, in our investigation of the relationship
of community development lending to overall CRA
ratings for institutions examined under the large-
institution examination, we found fairly consistent
evidence that such lending plays a relatively limited
role in determining overall CRA ratings. Indeed, a
significant minority of institutions received “out-
standing” ratings and reported no community devel-
opment leans for three years; this finding helds true
in each of several categeries of institution asset size.

Third, we found little evidence to support the
hypothesis that rural areas receive fewer retail loans
or branches from CRA-covered institutions than do
urban areas or that rural institutions have more
difficwlty in achieving “outstanding™ ratings. Indeed,
smaller rural institutions are equally or more likely to
receive “outstanding” ratings than are smaller urban
institutions. However, we found modest evidence
that rural institutions are sofnewhat less likely t6 do
afly community development lending than are ¢om:-
parable urban institutions and that they make a
lower velyme of community development 16ans:
These faeis suppert the ageneies’ restriction of pre-
posed revisiens in the eriieria for area-based CRA
eensideration te community development activities:

Finally, in our comparison of several proposals to
expand area-based CRA consideration in rural areas,
we found that all of the proposals would raise the
number of CRA-¢ligible tracts in rural areas to the
same percentage (or higher) as in urban areas. And
all would add tracts with better economic charac-
teristics than the tracts classified as lower-income
under the 1995 regulations. However, each proposal
adds a different set of tracts, affects a different num-
ber of banking institutions, and, in the ease of insti-
tutions that are affected, affects them to different
degrees.





