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WHY WE’RE HERE TODAY
The Federal Reserve Bank has released a preliminary proposal –
called an Advanced Notice of Proposed Rulemaking (ANPR) – to 
update the Community Reinvestment Act (CRA), with comments 
due by February 16, 2021.

During today’s session, we’ll go over:
• The history of CRA
• The CRA’s importance to community economic development
• How we can use this opportunity to potentially incentivize more equitable 

investments by financial institutions in low-income communities and 
communities of color

Our second session (January 19) will be a working session where we will identify 
key priorities and recommendations, and go through the process for submitting 
comments by the February 16 deadline. 



WHAT’S HAPPENING & WHY IT MATTERS
• One of the three federal bank regulators—the Federal Reserve 

Bank—released its ANPR to the Community Revinvestment Act (CRA) 
in October 2020, with comments due by February 16, 2021. 

• The opportunity to influence changes to how the CRA is 
implemented is rare — the last major overhaul of the CRA rules 
agreed to by all of the regulatory agencies was in the mid-1990s.

• Key phrase: agreed to by all regulatory agencies. The OCC moved 
alone in 2020 to finalize rule changes that were widely opposed by 
community groups because they loosened the regulations in a way that 
could de-incentivize access to credit in low-income communities and 
communities of color. 



WHAT’S HAPPENING & WHY IT MATTERS

• The FDIC—the 3rd regulatory agency—initially joined the OCC in its 
proposed rulemaking but ultimately did not sign on to the changes.  

• The Federal Reserve Bank’s proposed rulemaking seeks comments 
on how the CRA should be changed to best meet community needs. 

Community comments are critical to creating a stronger, more 
effective CRA that actually meets the credit needs of low-income 
communities and communities of color and incentivizes financial 
institutions now and potentially for decades to come.
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HOW DID WE GET 
HERE?



• After the Depression, the federal government issued lending guidelines that 
promoted suburbanization and prevented racial/ethnic change.
Excerpts from Federal Housing Administration Underwriting Manual (1935):

“…properties shall continue to be occupied by the same social and racial classes” 
“ …prevention of the infiltration of...lower class occupancy, and inharmonious racial groups”

• Mortgage lenders did not lend to racially changing neighborhoods
This practice, a product of systemic racism, was termed “redlining”

• From late 1960s through the 1980s, Chicago led the fight to change public policy to 
eliminate racial discrimination in mortgage lending. 

REDLINING
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BRIEF HISTORY OF
FAIR HOUSING & 
THE CRA



1968

1974

Fair Housing Act (FHA)

Equal Credit Opportunity Act (ECOA)

PUBLIC POLICY
RESPONSE TO
REDLINING

Prohibited creditors from discriminating based 
on protected categories or exercising rights 
under the Consumer Credit Protection Act

Prohibited discrimination regarding  the sale, rental and 
financing of housing based on race, religion, national 
origin or sex. 

Under these acts, the Justice 
Department can file suit for patterns  
and practices of discrimination



Gale Cincotta
• Long time community activist from Chicago
• Known as “Mother of the Community Reinvestment Act”
• Co-founder of National People’s Action (NPA)

National People’s Action 
• Coalition of 29 grassroots organizations 
• Instrumental in passing the 1975 Home Mortgage Disclosure Act & 

the 1977 Community Reinvestment Act



GALE CINCOTTA
“When we started in the 1960s, 
lenders said it’s a natural 
phenomenon for neighborhoods to 
decline. 

We said ’No, you redline and you 
take the money out, you build the 
houses in the suburbs and you 
pull the people out of the 
neighborhood and then you say, 
‘Look what happened to this 
community,’ as though it just 
happened by itself.’” 

~ 3/18/1982, page 74. Chicago Tribune



1975

1977

Home Mortgage Disclosure Act (HMDA)

Community Reinvestment Act (CRA)

PUBLIC POLICY
RESPONSE TO
REDLINING

Created a continuing and affirmative 
responsibility for all banks to make loans 
and investments in low- and moderate-
income (LMI) communities where they do 
business.

What did data do? Lending disclosure provided the hard 
evidence of racial disparities in mortgage lending that was 
needed to convince policy makers that a legal remedy to 
redlining was needed.

1984
First major CRA Challenge 
(in Chicago)

Requires all banks to disclose the racial composition of their 
mortgage lending by census tracts.
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WHAT DID 
COMMUNITIES 
WIN WITH 
CRA?



• To combat the impacts of historic redlining 
and prevent those practices going forward

• To insure that banks serve the needs of and 
create access to services and products for the communities in which they do 
business

• To incentivize deposit holding institutions to lend in an equitable manner in the 
communities where they hold deposits 

• To facilitate private community investment and provide transparency of 
lending activities in a community

THE PURPOSE OF THE CRA

• Provides mechanisms to hold banks accountable if they do 
not lend equitably



• The first major CRA challenge was organized by Woodstock Institute in 1984 when 
First Chicago bought American National Bank.
• This CRA agreement became a template for future Community Benefit 
Agreements, which now number in the thousands with lending commitments of 
almost $1 trillion.
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HOW DOES 
CRA WORK 
NOW?



WHO ENFORCES CRA?

Office of the Comptroller of the Currency
regulates national banks

Federal Deposit Insurance Corp.
regulates non-federal reserve member                   
state banks

Federal Reserve Board
regulates member banks and holding companies

All three federal banking regulators. 



KEY TERMS

• < 80% Area Median Income (AMI)

Low- or Moderate-Income (LMI) means 

• Affordable Housing (single, multifamily, ownership and rental)
• Small Businesses and Small Farms with revenues under $1 million
• Community Based Facilities like daycare or community centers
• Revitalize and Stabilize LMI communities.

Community development (CD) includes loans 
investments and services to:

• CDFIs make loans and invest in projects that communities need using 
predominantly money from banks. 

• Illinois examples include Acción Chicago, the Chicago Community Loan 
Fund, and IFF.

CDFIs = Community Development Financial 
Institutions 



HOW CRA REGULATES BANKS

• Banks have an obligation to make loans in, invest in, and serve LMI 
communities. They are regularly examined and graded: 

1. Outstanding
2. Satisfactory
3. Needs to improve 
4. Substantial noncompliance

• Responsiveness to local community needs is a core component of 
the CRA grading process.

• An additional impact of CRA is banks must request for permission for 
a merger or acquisition.
• Only granted permission if “satisfactory” or “outstanding”

• CRA gives communities the right to challenge requests based on a 
bank’s CRA performance.



WHAT 
COUNTS 
UNDER 
CRA 
NOW?

For a bank to receive CRA credit for 
an activity, the activity must 
primarily benefit low- and 
moderate-income people or 
areas. 
Current 
CRA 
activities 
include:

Bank Branches 

Mortgages

Small Business Lending

Grants and Investments

Affordable Bank Products



CRA EXAM FOR LARGE BANKS
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• # and $ of 
• Home mortgages
• Small business & small farm loans
• Made in its community

• Income level areas where those loans were made
• Income levels of borrowers
• Flexible and innovative lending practices

Lending Test (50%)

• # and $ of investments with a community development purpose
• Innovative, complex, responsive and availability otherwise

Investment Test (25%)

• Retail services provided to people and areas of different income levels
• Community development services

Service Test (25%)
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THE CRA,
WHERE ARE 
WE NOW?



ATTACK ON FAIR 
HOUSING
Two recent rule changes to the Fair 
Housing Act—coupled with the 
OCC’s rule change—will make it 
virtually impossible to challenge 
systemic discrimination in housing, 
segregationist housing policies, and 
lack of investment in historically 
underserved low-income communities 
and communities of color.

• Affirmatively Furthering Fair 
Housing- revised 7/23/20

• FHA Disparate Impact Rule



WE STILL HAVE 
A WAYS TO GO

• Chicago Community Trust, Chicago 
Community Loan Fund, Housing Action 
& Woodstock joined with 39 allies and 
sent a letter to the 3 regulating bodies 
responsible for the CRA

• Our message: strengthen, not weaken, 
while modernizing

• Around the country, other communities 
group did the same!



MORE COMMUNITY 
ENGAGEMENT IS NEEDED



2021
The Federal Reserve is 
looking for community 
input on a wide variety 
of questions to make its 
CRA rule more effective 

in serving historically 
underinvested areas.

2020
The OCC acted alone 
to finalize its CRA rule 

that practically 
eliminates the role of 
communities in the 

CRA



99 QUESTIONS FROM THE FED
- KEY AREAS -

• What can be done to make the CRA more race forward?

• After 25 years, how can CRA evaluation metrics be more 
responsive in promoting Community Development, Small 
Business and Home and Consumer lending?

• How should the CRA balance the tension between the need for 
brick and mortar branches and the growing trend of online 
banking?

• What are the right assessment areas for CRA exams to 
consider? 



KEY AREAS – CON’T
• Potentially simplifying reporting and data collection by:

ü combining categories of Low and Moderate Income in CRA 
evaluations?

ü combining categories of Purchase and Refinance/Home Equity 
home loans in CRA evaluations?

• Should the Federal Reserve include naturally occurring 
affordable housing (non-subsidized affordable housing) in the 
definition of affordable housing for CRA credit?

and more…. Join us for part 2 of this webinar series on January 
19, 2021 at 10:00 am to get more information about these 
questions and how to provide your input to the Federal Reserve. 



LETS GET THIS 
RIGHT

• The Federal Reserve’s 
proposed rule is making steps 
in the right direction.

• We need to be visionary and 
use this opportunity to tell 
decision makers what we 
would like to see in banking  
for our communities 

• This proposed rulemaking 
could have long-lasting impact 
on communities for decades to 
come
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WHAT CAN 
WE DO TO 
STRENGTHEN 
THE CRA?



BE PREPARED TO COMMENT 
& SPREAD THE WORD

Join the Illinois CRA Coalition and let us know if you want more information
• Email Sheila at Sheila@housingactionil.org to add your organization!
• The comments and questions you provide today will help us shape our 

comment letter

Share your stories:
• Have a story about the work your organization has done through CRA?
• We'd love to hear it, and potentially share it with the media.

Contact Sheila at Sheila@housingactionil.org to learn more.

• Invite members of your network to our January 19th webinar:

• We will walk through the Federal Reserve ANPR 

• Provide you with the tools you need to submit a comment

• Provide you with information you can share with your networks to 
make sure your community’s banking needs are heard

mailto:Sheila@housingactionil.org
mailto:Sheila@housingactionil.org


What does your 
community need?
• In terms of basic banking 

services?

• For  lending, and private 
investment in their 
communities?

• What do you need more of 
from banks?



NEED HELP?  HAVE AN IDEA?

WOODSTOCKINST.ORG
HOUSINGACTIONIL.ORG 

SHEILA SUTTON
SHEILA@HOUSINGACTIONIL.ORG

BRENT ADAMS
BADAMS@WOODSTOCKINST.ORG

HORACIO MENDEZ
HMENDEZ@WOODSTOCKINST.ORG

SHARON LEGENZA
SHARON@HOUSINGACTIONIL.ORG

mailto:HMENDEZ@WOODSTOCKINST.ORG
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QUESTIONS?


