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What is the Community Reinvestment Act (CRA)?

The Community Reinvestment Act (CRA) is a United States federal law enacted in 1977. Its
primary purpose is to encourage banks and other financial institutions to meet the credit needs of
their communities, including low and moderate-income neighborhoods, by providing access to

affordable financial services and promoting community development.
Key Provisions and Goals of the CRA:

1. Assessment Areas: Financial institutions are required to delineate their assessment areas,
which are geographic areas where their lending and investment activities are evaluated for
compliance with the CRA. These assessment areas typically include the communities
surrounding the institution's branches.

2. Lending, Investment, and Services: Financial institutions are expected to lend, invest, and
provide services in a manner that meets the credit needs of all segments of their assessment
areas, particularly low and moderate-income individuals and neighborhoods.

3. Performance Evaluations: Regulatory agencies, such as the Federal Reserve, the Office of
the Comptroller of the Currency (OCC), and the Federal Deposit Insurance Corporation (FDIC),
conduct periodic performance evaluations of financial institutions to determine their compliance
with the CRA.

4. Rating System: CRA performance is evaluated based on a rating system that includes four
possible ratings: Outstanding, Satisfactory, Needs to Improve, and Substantial Noncompliance.

These ratings are determined based on lending, investment, and service activities.
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Relevant State Laws and Regulations:

While the CRA is a federal law, some states have enacted additional laws and regulations to
further support community reinvestment efforts. State laws and regulations vary in their

specifics. Here are some examples:

1. California Community Reinvestment Act (CCRA): California has its own version of the
CRA, the CCRA, which requires state-chartered banks to provide credit and financial services in
low and moderate-income neighborhoods and communities.

2. Illinois Community Reinvestment Act (ICRA): The ICRA applies to state-chartered banks
in Illinois and focuses on encouraging lending and investment activities that promote economic
development in underserved areas.

3. New York Community Reinvestment Act (NYCRA): New York State's CRA places
emphasis on access to financial services for all residents, particularly those in underserved areas,
and aims to foster community development through lending and investment activities.

4. Massachusetts Community Reinvestment Act (MCRA): The MCRA applies to banks,
credit unions, and certain non-bank financial institutions in Massachusetts, and it encourages

equitable lending and investment practices to benefit low and moderate-income communities.

CRA Modernization: The CRA has played a role in expanding access to financial services in
underserved communities. Over time, there have been discussions and debates about updating
and modernizing the CRA to ensure its continued effectiveness in a changing financial
landscape. These discussions often focus on clarifying assessment area boundaries, incorporating

digital banking and new technologies, and refining evaluation metrics.

Conclusion: The Community Reinvestment Act is an important piece of legislation that
promotes financial inclusion and community development by encouraging financial institutions
to invest in the neighborhoods they serve. By fostering partnerships between financial
institutions and communities, the CRA aims to contributes to a more equitable and thriving

financial ecosystem.

919 18th Street NW, Washington, DC, 20006 202.296.5544 www.afsaonline.org @AFSA_DC




