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Presentation Notes
The OCC has set a precedent by approving a National Bank’s request to invest in a community fiber optic network that has demonstrated public welfare purpose.  In addition, the FDIC, FRB, and the OCC have jointly proposed that bank financing of broadband infrastructure be given consideration under the Community Reinvestment Act as a qualified activity.  These two developments should have the effect of encouraging more banks to consider financial support in the form of investments and loans in fiber optic/broadband networks that meet certain public welfare and community development purposes.



The Community Reinvestment Act

• The Community Reinvestment Act encourages depository 
institutions to meet the credit needs of low- and moderate-
income (LMI) individuals and communities

• Passed in response to redlining in access to loans and credit
• Requires agencies to evaluate the performance of banks in 

meeting the credit needs in the communities in which they 
are chartered. 

• Passed in 1977–has been revised since then
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The Community Reinvestment Act (CRA) was enacted in 1977 to encourage regulated depositories, banks and thrifts, to meet the credit needs of their entire communities.  The regulation focuses on the credit needs of low- and moderate-income (or LMI) individuals, families, and communities within assessment areas delineated by political subdivisions from metropolitan statistical areas to census tracts.  Financial institutions must conduct these activities in a safe and sound manner so as not to jeopardize the financial condition of the institution. The OCC, FDIC, and FRB periodically evaluate a bank’s lending, investment, and service activities undertaken in compliance with the Community Reinvestment Act.  Depending on the asset size of the institution, those greater than $304 million, the regulators evaluate in particular the impact a bank’s investments, loans, and services have on affordable housing, community services, economic development by financing small business and small farms, and whether one or a combination of the three revitalize or stabilize economically distressed geographies.  The regulatory agencies do so in context of the demographic, income, and population characteristics of the bank’s assessment area, and the housing, and small business/small farm development opportunities and needs within the bank’s assessment area.



What Gave Rise to the CRA?

• A result of community struggle and activism
• Part of the neighborhood movement of 1970s-80s
• A campaign against deteriorating conditions in urban, lower-

income neighborhoods, related to:
– Redlining
– Disinvestment
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CRA was passed to address discrimination in access to loans and credit to individuals and businesses located in low- and moderate- income neighborhoods , and to low-and moderate-income borrowers [relates to geography and income, not to race per se].  It was intended to end redlining and promote affordable housing and economic development. Community groups were struggling against deteriorating conditions in lower-income neighborhoods of American cities and the lack of capital to address these conditions.  These conditions were tied to three historical trends in the U.S. related to housing and banking discrimination:  redlining, disinvestment, and housing discrimination. CRA is a result of a sustained and successful community organizing effort was part of the Community Development movement of the 1970s and 80s.  This activism ultimately succeeded in getting federal legislation passed that has had considerable impact on lending and investment in low-income communities.  (Led by a national grassroots organization—National Peoples Action—based in Chicago) The campaign that resulted in passage of CRA was spearheaded by National People’s Action, a national network of organizations in low-income neighborhoods and communities of color that began in Chicago.  [NPA’s vision is to create a society where "racial and economic justice are realized in all aspects of society, resulting in more equity in work, housing, health, education, finance, and other systems central to people's well-being]."



Purpose of the CRA

• Encourages federally insured banks and thrifts to help meet the 
credit needs of their entire communities, in particular, historically 
underserved people and places (this may include working together 
with community organizations to promote the availability of credit 
and other banking services)
– Low- and moderate-income people
– Low- and moderate-income geographies
– Underserved or distressed non-metropolitan middle-income 

geographies, or certain designated disaster areas
– Must be consistent with prudent, safe, and sound business 

operations
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Encourages not requires…Underserved and distressed non-metropolitan middle income census tracts; MSAs and Non MSAsPurpose of CRA regulation - (b) Purposes. In enacting the Community Reinvestment Act (CRA), the Congress required each appropriate Federal financial supervisory agency to assess an institution’s record of helping to meet the credit needs of the local communities in which the institution is chartered, consistent with the safe and sound operation of the institution, and to take this record into account in the agency’s evaluation of an application for a deposit facility by the institution. This part is intended to carry out the purposes of the CRA by:(1) Establishing the framework and  criteria by which the Office of the Comptroller of the Currency (OCC) assesses a bank’s record of helping to meet the credit needs of its entire community, including low- and moderate-income neighborhoods, consistent with the safe and sound operation of the bank; and(2) Providing that the OCC takes that record into account in considering certain applications.Purpose of CRA - § 2901. Congressional findings and statement of purpose(a) The Congress finds that—(1) regulated financial institutions are required by law to demonstrate that their deposit facilities serve the convenience and needs of the communities in which they are chartered to do business;(2) the convenience and needs of communities include the need for credit services as well as deposit services; and(3) regulated financial institutions have continuing and affirmative obligation to help meet the credit needs of the local communities in which they are chartered.(b) It is the purpose of this chapter to require each appropriate Federal financial supervisory agency to use its authority when examining financial institutions, to encourage such institutions to help meet the credit needs of the local communities in which they are chartered consistent with the safe and sound operation of such institutions.(Pub. L. 95–128, title VIII, § 802, Oct. 12, 1977, 91 Stat. 1147.)



Purpose of the CRA (cont.)

• The CRA requires regulators of federal depository institutions to 
assess the record of each bank and thrift in helping to fulfill their 
obligations to the community and to consider that record in 
evaluating applications for charters or for the approval of bank 
mergers, acquisitions, and branch openings.
– An affirmative obligation
– Rating of Outstanding, Satisfactory, Needs to Improve, or 

Substantial Noncompliance
– Interpreted through implementing regulations and guidance
– Enforcement primarily through corporate application process 

and reputation risk
– CRA contains no civil or criminal liability provisions
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CRA evaluations are concerned with income, geography, and time: 1) the income of and not the race or protected class of the individuals and families served, 2) the income status of the census tracts in which the bank’s business is undertaken, 3) and during a period of time designated for evaluation: depending on the asset size of the bank every 2 to 5 years.  Perhaps most importantly, a CRA evaluation determines a bank’s responsiveness to community credit needs.  What those community credit needs are is determined by analyzing the demographic, income, population, housing, and business development opportunities and needs in the area under review.The agencies do take into account the bank’s record of meeting the credit needs of its entire AA in evaluating applications for either de novo expansion of deposit-taking facilities or the acquisition of deposit-taking facilities by the institution. Under the CRA, financial institutions have a continuing and affirmative obligation to help meet the credit needs of the local communities in which they are chartered.



Q&A §__.12(g)(4)(iii) New Example - Activity in 
Underserved Nonmetro Middle-Income Geo

• Provides guidance on how examiners consider activities related to the 
expansion of broadband infrastructure in CRA defined underserved non-
metropolitan middle-income geographies

• Availability of broadband is essential to:
– Access digital banking services, particularly in light of shift away from 

branch-based delivery systems
– Promote economic development as small businesses become more 

reliant on related technologies for payment processing systems, 
remote deposit capture, access to credit facilities and markets, and to 
deliver products

– Important to competitiveness, job creation, innovation, and 
expansion of markets for American businesses
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A document called the Interagency Q&A contains ongoing interpretations of the law in a question and answer format. This document is prepared cooperatively by the three regulatory agencies;  the agencies periodically review comments that have been submitted to them and also convene public hearings around the country about various aspects of the law. 														The Federal government actively promotes the expansion of broadband infrastructure into rural and tribal areas due to its importance to global competitiveness, job creation, innovation, and the expansion of markets for American businesses.  Yet many areas continue to lack adequate access to this crucial resource.  Further, the availability of broadband is essential to access banking services, particularly as financial institutions shift away from branch-based delivery systems.  Currently, consumers and small businesses in many rural and tribal areas may not have reliable access to Internet-based alternative delivery systems for banking services because they do not have access to broadband service.  In addition, improved broadband access supports economic development, as small businesses and farms increasingly use broadband-reliant technologies for payment processing systems, remote deposit capture, to access credit facilities, and to market and arrange delivery of products.The Agencies agree that the availability of a reliable communications infrastructure is important to help to revitalize or stabilize underserved nonmetropolitan middle-income geographies.  It is particularly important as banking services, as well as services such as credit and housing counseling, are increasingly delivered online. Revised Q & A§ __.12(g)(4)(iii) – 4: What activities are considered to “revitalize or stabilize” an underserved nonmetropolitan middle-income geography, and how are those activities evaluated?A4.  The regulation provides that activities revitalize or stabilize an underserved nonmetropolitan middle-income geography if they help to meet essential community needs, including needs of low- or moderate-income individuals.  Activities, such as financing for the construction, expansion, improvement, maintenance, or operation of essential infrastructure or facilities for health services, education, public safety, public services, industrial parks, affordable housing, or communication services, will be evaluated under these criteria to determine if they qualify for revitalization or stabilization consideration.  Examples of the types of projects that qualify as meeting essential community needs, including needs of low- or moderate-income individuals, would be a new or expanded hospital that serves the entire county, including low- and moderate-income residents; an industrial park for businesses whose employees include low- or moderate-income individuals; a new or rehabilitated sewer line that serves community residents, including low- or moderate-income residents; a mixed-income housing development that includes affordable housing for low- and moderate-income families; a renovated elementary school that serves children from the community, including children from low- and moderate-income families; ora new or rehabilitated communication infrastructure, such as broadband internet service, that serves the community, including low- and moderate-income residents.Other activities in the area, such as financing a project to build a sewer line spur that connects services to a middle- or upper-income housing development while bypassing a low- or moderate-income development that also needs the sewer services, generally would not qualify for revitalization or stabilization consideration in geographies designated as underserved.  However, if an underserved geography is also designated as distressed or a disaster area, additional activities may be considered to revitalize or stabilize the geography, as explained in Q&As § __.12(g)(4)(ii) – 2 and § __.12(g)(4)(iii) – 3.See “Accelerating Broadband Infrastructure Deployment,” Exec. Order No. 13,616, 77 FR 36903 (June 20, 2012).From preamble to the July 15, 2016 CRA Q & AThe Agencies are adopting the new example describing a new or rehabilitated communications infrastructure because they continue to believe that, consistent with the CRA regulatory definition of “community development,” communications infrastructure is an essential community service. Specifically, the definition of “community development” provides that activities that help meet “essential community needs” revitalize and stabilize underserved nonmetropolitan middle-income geographies. Further, existing Q&A § __.12(g)(4)(iii) – 4 clarifies that “financing for the construction, expansion, improvement, maintenance, or operation of essential infrastructure” may qualify for revitalization or stabilization consideration. As noted above, in the Agencies’ view, reliable communications infrastructure is increasingly essential to the economic viability of all residents of underserved nonmetropolitan middle-income geographies, including low- and moderate-income individuals. 														Two industry commenters and one community organization commenter requested that the proposed new example not be limited to Q&A § __.12(g)(4)(iii) – 4, asserting that communications infrastructure should also be considered to be an activity that revitalizes or stabilizes distressed nonmetropolitan middle-income, and low- or moderate-income, geographies. One industry commenter stated that it should be made clear that investments in new or rehabilitated communications infrastructure, and not just loans related to such activities, would receive CRA consideration. In addition, a few commenters requested generally that the Agencies clarify that the list of examples included in Q&A § __.12(g)(4)(iii) – 4 is not exhaustive. In response to these comments, the Agencies are adopting a new Q&A § __.12(g) – 4. This new Q&A explains that examples included throughout the Questions and Answers are not exhaustive; rather, the Agencies provide examples to illustrate the types of activities that may qualify for consideration under a particular provision of the regulations. Nonetheless, the Agencies emphasize that the examples that are expressly provided are not the only activities that might receive CRA consideration. In addition, new Q&A § __.12(g) – 4 explains that financial institutions may receive consideration for a community development activity, such as a qualified investment, if it serves a similar community development purpose as an activity described in an example related to a different type of community development activity, such as a community development loan. If a financial institution can demonstrate that an activity it has undertaken has a primary purpose of community development and meets the relevant geographic requirements, that activity should receive CRA consideration. § ___.12(g) – 4: Can examples of community development activities discussed in a particular Q&A also apply to other types of community development activities not specifically discussed in that Q&A if they have a similar community development purpose?A4. Yes. The Interagency Questions and Answers Regarding Community Reinvestment (Questions and Answers) provide examples of particular activities that may receive consideration as community development activities. Because a particular Q&A often describes a single type of community development activity, such as a community development loan, the corresponding examples are of community development loans. However, because community development loans, qualified investments, and community development services all must have a primary purpose of community development, a qualified investment or community development service that supports a community development purpose similar to the activity described in the context of the community development loan would likely receive consideration under the applicable test. The same would be true if the community development activity described in a particular Q&A were a qualified investment or community development service. For example, Q&A § __.12(h) – 1 provides an example of a community development loan to a not-for-profit organization supporting primarily low- or moderate-income housing needs. Similarly, a grant to the same not-for-profit organization would be considered a qualified investment or technical assistance, such as writing a grant proposal for the not-for-profit organization, would be considered as a community development service. Further if a financial institution engaged in all of these activities, each would be considered under the applicable test. See Q&A § __.23(b) – 1. Moreover, lists of examples included throughout the Questions and Answers are not exhaustive. A Q&A may include examples to demonstrate activities that may qualify under that Q&A, but the examples are not the only activities that might qualify. Financial institutions may submit information about activities they believe meet the definition of community development loan, qualified investment, or community development service to examiners for consideration. 



Public Welfare Investment Authority (PWI)

• OCC’s public welfare investment (PWI) authority is one tool 
for a national bank to help meet the credit needs of its 
communities

• National banks may make investments, directly or indirectly, 
that are primarily designed to promote the public welfare 
such as by providing housing, services, or jobs, under the 
investment authority in 12 USC 24 (Eleventh) and the 
implementing regulation, 12 CFR 24.

• By “investments,” we mean both equity investments and 
debt investments, such as equity equivalent investments or 
other debt.
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The Public Welfare Investment Authority allows national banks to make investments that are not otherwise expressly permitted under the National Bank Act.  Investment that are permitted are restricted to those that are directly related to the business of banking.The OCC is the implementing federal bank regulatory agency of the Public Welfare Investment Authority. Because public welfare investments are permissible for national banks, a state bank would be permitted to make public welfare investments if permitted by its governing state law.



PWI (cont.)

• National bank PWI examples:  
– Support for affordable housing and other real estate development
– Equity for start-up and expansion of small businesses
– Investments in CDFIs
– Activities that help to revitalize or stabilizing a government-designated area.

• Other financial institutions follow different PWI rules: 
– Federal savings associations are supervised by OCC.   However, they follow statutory 

and regulatory authorities that are different than for national banks. 
– Non-member state banks are supervised by the Federal Deposit Insurance Corporation.
– Member state banks and holding companies are supervised by the Federal Reserve 

System .

• Financial institutions should consult with their respective regulators 
about whether a PWI would be considered consistent with their 
respective investment authorities.
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Proposed investments outside of the scope of the National Bank Act, the OCC’s implementing regulations, official bulletins and circulars, and other written interpretations would require application to and the approval of the FDIC/FRB before a state bank could engage in the activity. Therefore, while one equity or debt investment in a community and economic development entity would normally qualify as a public welfare investment and likely be viewed as a permissible investment for a state bank, investments in another entity would require review and approval by the FDIC and FRB if the activity had not been approved previously by the OCC.  For state chartered institutions regulated by the Federal Reserve, public welfare investments are governed by their Regulation H (12 CFR Part 208). For bank holding companies and financial holding companies regulated by the Federal Reserve, public welfare investments are governed by Regulation Y (12 CFR 225) and the Bank Holding Company Act (12 USC 1843). As a practical matter, if you want to approach a bank about making an equity investment in your community fiber optic/broadband enterprise using their Public Welfare Investment Authority, make your first one a National Bank supervised by the OCC.  If approved, as was the request with the National Bank in Fairfax, Minnesota, then you have effectively opened the door for the other banks supervised by either the FDIC or the FRB.  Nevertheless, having opened the door, each bank will still have to consult with their respective regulator, though they will tend to follow the OCC.  An additional factor, is that both FDIC and FRB supervised banks operate under state banking law.  National Banks and Federal Savings in Loan Associations are pre-empted from complying with state banking law by their national or federal charters.  That said, any appr9oval from the FDIC or FRB would also have to be permissible under the particular state’s governing law.



PWI Requirements:  Primary Purpose

• A national bank’s PWI must primarily benefit at least one of the following 
(12 CFR 24.3)  
– Low- and moderate-income individuals
– Low- and moderate-income areas
– Areas targeted by a government entity for redevelopment
– The investment would receive consideration under 12 CFR 25.23 (the 

Community Reinvestment Act regulation) as a "qualified 
investment.”  
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In practice, when we speak of low- and moderate-income areas or census tracts, we also include distressed and underserved non-metropolitan middle-income census tracts.



PWI Requirements: Investment Limits

• Limits on Aggregate Outstanding Investments - 12 CFR 
24.4(a) 
– Aggregate investments may reach 5 percent of a bank’s 

capital and surplus
– With prior approval, aggregate investments may go up to 

15 percent of a bank’s capital and surplus
• Limited Liability – 12 CFR 24.4(b)

– Investments must be structured to not expose the bank to 
unlimited liability
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It is rare to find a bank whose aggregate investments exceed 5% let alone 15% of a bank’s capital and surplus.



PWI Requirements:  Record-keeping

• A national bank making a public welfare investment under 12 CFR 24 shall 
maintain in its files information adequate to demonstrate that its 
investments meet the public welfare beneficiary standards and 
investment limit requirements. (12 CFR 24.7(b)) 
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PWI & R/S Fiber Optic

• A national bank operating in the R/S Fiber Optic Cooperative’s proposed 
service area recently requested and was granted permission by the OCC 
to purchase stock shares in the cooperative under the public welfare 
investment authority.  

• The cooperative was organized to bring high-speed fiber optic 
connectivity to communities in west central Minnesota and provide 
broadband service to homes, farms, businesses, health care facilities, 
schools, and local government offices at prices significantly reduced from 
current commercial providers.  

• Project would result in enhanced economic development opportunities 
for businesses and job creation for local residents.
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How R/S Fiber Optic
Met PWI  Requirements

• Primary Purpose:  Bank demonstrated that the investment will primarily 
benefit low- and moderate-income individuals, low- and moderate-
income areas, and other areas targeted by a government entity for 
redevelopment

– Project services census tracts that are moderate-income or in distressed non-
metropolitan middle-income census tracts

– Project creates permanent jobs that will be pay salaries that fall within the range of 80 
percent of area median income of the targeted counties

– Project receives financial support from government entities, including a grant from the 
state, loan from  economic development authorities, and local tax abatement bonds

• Investment limits: 
– Bank’s investment was less than 1 percent of its capital and surplus
– Bank’s purchase of preferred stock would not expose it to unlimited liability
– No safety or soundness concerns regarding bank’s investment 
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Project services census tracts that are moderate-income or in distressed non-metropolitan middle-income census tracts…Project creates permanent jobs that will be pay salaries that fall within the range of 80 percent of area median income of the targeted counties…  Through the regulation, we want to ensure that the project provides jobs to LMI people not that the salaries paid are necessary LMI wages.



PWI Requirements: Fiber Optic Investment Activities 

• Part 24 contains examples of Qualifying PWI Activities (12 CFR 24.6)

• Fiber optic projects generally consistent with economic development examples 12 
CFR 24.6(b) 
• Investment that provides  financing for a small business or farm located in a LMI area

• Investment that provides financing for a small business or farm that produces or retains 
permanent jobs, the majority of which are held by LMI persons

• Investment that develops and operates a commercial or industrial property located in a 
LMI area or that is occupied by a small business that produces jobs for LMI persons 

• Investment that develops and operates a business incubator located in a LMI area or 
that is occupied by a small business that produces jobs for LMI persons 

• Investment that forms and operates an agricultural cooperative located in a LMI area or 
that produces jobs for LMI persons

• Fiber optic investments are novel PWIs.  Recommend that banks should seek prior 
approval before proceeding
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Fiber optic projects generally consistent with economic development [include the following] examples…Fiber optic investments are novel PWIs.  Recommend that banks should seek prior approval before proceeding



Non-MSA Low- and Moderate-Income and Distressed and 
Underserved Census Tracts

• Part 24 contains examples of Qualifying PWI Activities (12 CFR 24.6)

• Fiber optic projects generally consistent with economic development examples 12 
CFR 24.6(b) 
• Investment that provides  financing for a small business or farm located in a LMI area

• Investment that provides financing for a small business or farm that produces or retains 
permanent jobs, the majority of which are held by LMI persons

• Investment that develops and operates a commercial or industrial property located in a 
LMI area or that is occupied by a small business that produces jobs for LMI persons 

• Investment that develops and operates a business incubator located in a LMI area or 
that is occupied by a small business that produces jobs for LMI persons 

• Investment that forms and operates an agricultural cooperative located in a LMI area or 
that produces jobs for LMI persons

• Fiber optic investments are novel PWIs.  Recommend that banks should seek prior 
approval before proceeding
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This is a map of all the Non-MSA LMI and Distressed and Underserved census tracts in the country.  If you find that your service area or proposed service area falls within or includes a majority of these census tracts, then you can be fairly confident that you can begin your effort to attract bank investment on fairly solid ground.



FCC 25 Mbps Broadband Deployment
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The FCC has defined Broadband as 25 Mbps or faster.  The FCC’s map of 25 Mbps broadband deployment.  Yellow areas are served; blue areas are unserved.



Locating LMI, Distressed and Underserved Non-
Metropolitan Middle Income Census Tracts

• Federal Financial Institutions Examination Council: 
http://www.ffiec.gov/
– FFIEC Online Census Data System: 

http://www.ffiec.gov/census/default.aspx
• Census Demographic Data by County

– Geocoding/Mapping System: 
https://geomap.ffiec.gov/FFIECGeocMap/GeocodeMap1.aspx

• Census Demographic and other Data by Census Tract
– CRA Evaluations: http://www.ffiec.gov/craratings/default.aspx
– Distressed and Underserved Tracts: 

http://www.ffiec.gov/cra/distressed.htm
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Locating Regulated Financial Institutions by 
County and MSA

• FDIC Summary of Deposits Website: https://www5.fdic.gov/sod/
– Deposit Market Share: 

https://www5.fdic.gov/sod/sodMarketBank.asp?barItem=2
• Individual Counties/MSAs
• Aggregated Counties (up to 10)
• Financial Institutions

– Deposits within and without county or MSA
– Branches: Deposits
– CRA Evaluations
– FFIEC Uniform Bank Performance Report (UBPR)

» Bank’s Balance Sheet
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Online OCC CRA and PWI Resources

• OCC Community Affairs Website: 
https://occ.gov/topics/community-affairs/index-community-
affairs.html

• OCC Public Welfare Investment Website: 
https://occ.gov/topics/community-affairs/resource-
directories/public-welfare-investments/index-public-welfare-
investments.html

• OCC Community Affairs Publications Website: 
https://occ.gov/topics/community-affairs/publications/index-
ca-publications.html
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Contact Information

• Timothy Herwig
District Community Affairs Officer
Office of the Comptroller of the Currency
440 South LaSalle Street, Suite 2700
Chicago, IL 60605
312-660-8713
Timothy.herwig@occ.treas.gov
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