UNIFORM INTERAGENCY
COMMUNITY REINVESTMENT ACT (CRA)
ASSESSMENT RATING SYSTEM

Introduction

The purpose of the rating system is to provide a uniform
means for regulatory agencies to identify quickly those
institutions which require varying degrees of en-
couracement in helping to meet community credit
needs? This provides a comprehensive and uniform
system for evaluatmglhe performance of federally regu-
lated financial institutions examined under the various
assessment factors of the Community Reinvestment
Act and facilitates more uniform and objective CRA
ratings.

The rating system ranks financial institutions on a scale
from 1through 5 with a ‘5" representing the lowest level
of performance under the Act and, therefore, the high-
est degree of concern. Level “3" reflects performance
which is less than satisfactory.

This system further employs five “performance cat-
egories" or components from which the overall com-
posite CRA rating is derived. The performance cat-
egories represent a grouping ofthe various assessment
factors contained in the implementing regulation for the
Act. Each performance category is evaluated on a
scale of 1 to 5 with a “5" representing the lowest level
and therefore the worst performance. As explained
later, each performance category includes a narrative
description for each rating level.

Overview

Each financial institution is assigned a composite CRA
rating that is based upon the institution s performance in
meeting various community credit needs.An examiner
begins to evaluate the institution s record in meeting
community credit needs by first reviewing its financial
condition and size, legal impediments, and local econ-
omic conditions, including the competitive environment
in which itoperates. The type of community in which the
institution is located will also have a significant bearing
on how the institution fulfills its obligations to the com-
munity. Community credit needs will often differ with the
specific characteristics of each local community, re-
sulting in a variety of ways an institution may meetthose
needs. To maintain a balanced perspective examiners
must carefully consider information provided by both
the institution and the community.

Composite Rating

The performance categories are individually assigned a
numeric rating. In assigning the overall composite CRA
rating, the performance categories will be weighed and
evaluated according to how well the institution meets
the descriptive characteristics listed below.
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Rating (1) — The institutions in this group have a strong
recora of meeting community credit needs. Both the
board of directors and management take an active part
in the process and demonstrate an affirmative commit-
ment to the community. Institutions receiving this rating
normally rank high in all performance categories. Such
institutions have a commendable record and need no
further encouragement.

Rating (2) — Institutions in this group have a satisfac-
tory record of helping to meet community credit needs
Institutions receiving this rating normally are ranxea in
the satisfactory levels of the performance categories
Institutions in this category may require some en-
couragement to help meet community credit needs.

Rating (3) — Institutions in this group have a less than
satisfactory record of helping to meet community credit
needs. The board of directors and management have
not placed strong emphasis on the credit needs of the
community, institutions receiving this rating have mixed
rankings surrounding the mid-range levels of the per-
formance categories. Such institutions require en-
couragement to help meet community credit needs.

Rating (4) — Institutions in this group have an un-
satisfactory record of helping to meet community credit
needs. The board of directors and management give
inadequate consideration to the credit needs of the
institution’s community. Institutions receiving this rating
generally rank below satisfactory in the majority of the
performance categories. Such institutions require
strong encouragement to help meet community credit
needs.

Rating (5) — Institutions in this group have a sub-
stantially inadequate record of helping to meet commu-
nity credit needs. The board of directors and manage-
ment appear to give little consideration to the credit
needs of the institution’s community. Institutions receiv-
ing this rating generally rank in the lowest levels of the
performance categories. Such institutions require the
strongest encouragement to be responsive to commu-
nity credit needs.

Performance Categories

For purposes of evaluating an institution's CRA per-

formance the various assessment factors and criteria

are grouped into the following “performance cat-

egories'™:

I. Community Credit Needs and Marketing

The institution is evaluated in this category on its
activities in determining the credit needs of its com-
munity and in marketing its services. Included in this
category are assessment factors (a), (b) and (c) in
addition to how well the institution delineated its
community and other technical compliance regard-
ing the posted notice and maintenance of public
files.

Il. Types of Credit Offered and Extended
The institution is evaluated in this category on the
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types and amounts of credit extended to the com-
munity and the degree to which those extensions
are, in fact, helping to meet the community's needs.
Included in this category are assessment factors (i)
and (j) plus the institution s CRA statement.
Geographic Distribution

The geographic distribution of the institution's loans
and any practices meant to discourage applications
are considered in this category, as well as the
impact of the opening or closing of any offices and
the services offered at those facilities. Included in
the category are assessment factors (d), (e) and (g).

Discrimination or Other lllegal Credit Practices
The institution s compliance with anti-
discrimination and of the credit laws is evaluated in
this category. The category includes assessment
factor (f). The rating to be assigned here cor-
responds to the institution’s composite compliance
rating.

Community Development and Other Factors

The institution is evaluated in this category on its
participation in community development and/or
other factors relating to meeting local credit needs.
Included in this category are assessment factors
(h), (k) and (I).

Each of the performance categories and the level of
performance relating to each category are described in
greater detail below.

Performance Category Ratings

Community Credit Needs and Marketing

(Assessment Factors (a), (b), (c) and Community
Delineation)

Rating Level 1 — The institution has actively under-
taken steps to determine community credit needs.
These activities may include:

¢ Identifying the demographic makeup (racial/
ethnic groups and low- and moderate-income
areas) of its community and making meaningful
contacts with a reasonably full range of organ-
izations (civil, religious, neighborhood, minority,
etc.) to assist in determining the credit needs of all
segments of its community;

¢ Taking into consideration comments to the public
file which describe existing unmet credit needs;
and

e Contacting local government officials to identify
any needs of private lender participation in existing
or prospective community development or re-
development programs. (In rural areas the local
government body may be the county supervi-
sor’s office or other appropriate office.)

The institution has actively undertaken marketing
and credit related programs appropriate to the size
and capacity of the institution and the nature and
location of the community. These programs should
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reach all segments of its community. Community
segments should include low- and moderate-
income residents, small businesses and. where
applicable, owners of small farms. Management
has also established working relationships with real
estate brokers and others who serve low- and
moderate-income areas and who may provide as-
sistance for small or minority businesses. There is
evidence that senior management is awa-e cf
community concerns and activities.

Rating Level 2 — The institution has undertaken
activities to determine its community's credit needs
As a result of these activities, the institution is gen-
erally aware of the credit needs within its commu-
nity, including low- and moderate-income areas.
The institution has initiated a dialogue with commu-
nity representatives such as local government,
neighborhood, religious, and minority organ-
izations, or small business and small farm organ-
izations. The institution has undertaken marketing
and credit related programs but the programs are
not ongoing or comprehensive. Senior manage-
ment demonstrates an awareness of community
concerns and activities.

Rating Level 3 — The institution s activities to de-
termine community credit needs are limited. The
institution's employees may serve as volunteers on
community organization boards and committees.
However, the institution has notestablished a syste-
matic method to determine how or if its employees
volunteerism assists the institution in meeting its
CRA goals. The institution’s advertising may be
principally deposit oriented. In addition, the insti-
tution generally has made no efforts to market its
services on an equal basis to all segments of its
community. Marketing and credit related programs
do not include a mechanism for reaching low- and
moderate-income areas within the delineated
community. The institution’s marketing effort does
not adequately focus on marketing the types of
credit for which the institution has identified a need
(or a need is otherwise apparent). There may also
be some concern about the community delineation.

Rating Level 4 — The institution’s efforts to deter-
mine community credit needs are very limited and
fail to address major segments of its community.
Management has not established a dialogue with
organizations representative of the community, in-
cluding any which represent low- and moderate-
income or minority neighborhoods within the de-
lineated community. The institution's marketing and
credit related programs are limited or poorly con-
ceived. There may also be some concern about the
community delineation. Senior management is un-
aware of special needs of low- and moderate-
income residents, small business and small farms.

Rating Level 5— The institution has not undertaken
any meaningful efforts to determine community
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credit needs. Management has limited knowledge
regarding the community’s demographic charac-
teristics. The institution's marketing and credit re-
lated programs are either non-existent or have re-
peatedly excluded low- and moderate-income ar-
eas within the delineated community. There may
also be some concern about the community de-
lineation.

Types of Credit Offered and Extended

(~ssessment ractors (i), and (j) and CRA
Statement)

Rating Level 1 — The institution has investigated
the need for different types of credit within its com-
munity such as residential mortgage loans, housing
rehabilitation and home improvement loan, and
small business or farm loans, including the need for
private, as well as, "government-insured, guaran-
teed, or subsidized forms of such loans. It has then
made an explicit effort to assure that its loan policies
are responsive to the needs and has examined the
extent to which it and other institutions within the
community are meeting the need for such loans.
The institution’s CRA statement lists the types of
loans found to be needed in the community. The
involvement by the institution in the making of each
type of loan listed in the statement demonstrates an
affirmative effort to make such loans and to do its
share in meeting existing needs, consistent with its
resources and capabilities.

Rating Level 2 — The institution s CRA statement
and loan portfolio indicate that it has investigated
the need for residential mortgage loans, housing
improvement/rehabilitation loans, small business
and farm loans, and private, as well as government-
insured, guaranteed, or subsidized forms of such
loans within its community. It has made an explicit
effort to assure that its loan policies are responsive
to the needs found. The institution's performance in
this category is distinguished from a 1-rated insti-
tution primarily in the extent to which it is marketing
the availability of loans and/or inthe degree to which
the types and volume of loans being made match
the community's most pressing credit needs.

Rating Level 3 — The institution may not be offering
one or more types of credit listed in its CRA state-
ment, despite a capacity to do so. The institution’s
loan portfolio and other sources, including peer
analysis, may indicate that the institution s share of
loans of a type or types identified as needed in the
community, including any low- and moderate-
income areas, is marginal or somewhat below aver-
age, particularly with respect to extensions for resi-
dential housing, small business or farm credit.

Rating Level 4 — The institution s record of offering
and of making loans reveals that it is doing relatively
little to help meet known or demonstrated credit
needs for residential, small business or small farm
credit, particularly for residents of low- and
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moderate-income areas. Its participation in private,
as well as government insured, guaranteed or sub-
sidy loan programs is either prefunctory or none-
xistent, under circumstances where the need for
such loans has been identified and the lender can
articulate no objective supportable reason for its iow
level of participation.

Rating Level 5— The institution is unwilling to adapt
its credit offerings to serve demonstrated unmet
credit needs in its community, pariiculahy for hous-
ing, small business or small farm credit. This rating
would be particularly appropriate where the lender's
failure to meet these needs was cited in a previous
examination.

Geodraphic Distribution
(Assessment Factors (d), (e) and (g))

Rating Level 1— The geographic distribution of the
institution s credit extensions, applications and den-
ials indicate that the institution is making the sub-
stantial portion of its credit available to all areas
within its community. The institution has reviewed
the geographic distribution of its credit extensions,
applications and denials in a manner appropriate to
the size and capacity of the institution and the
nature and location of the community. Where that
review has disclosed a very low level of applications
from or loans to a particular neighborhood or area,
especially low- or moderate-income areas, the insti-
tution has reviewed its marketing practices to de-
termine what, if any, impact they may have had on
the distribution. Where appropriate, the institution
has either revised its marketing practices or lending
policies or both. The institution s officers are rea-
sonably accessible to all segments of its community
and banking hours are tailored to meet the con-
venience and the needs of its customers. Finally,
the institution considers, in advance, the potential
impact of opening and closing offices on its ability to
continue offering reasonably equal services
throughout its community.

Rating Level 2 — The geographic distribution of the
institution’s credit extensions, applications and den-
ials indicate that the lender is making credit avail-
able to all areas within its community. The institution
has taken steps to eliminate unreasonable lending
patterns disclosed by examiners or which have
resulted from the review of the institution s policies
or practices. The geographic distribution of appli-
cations reveals no pattern suggestive of any prac-
tice of discouraging or “prescréening" applications.
The institution’s record of opening and closing of-
fices and the provision of services at its offices do
not reflect any disparate treatment of minority or
low- and moderate-income neighborhoods. Offices
are reasonably accessible to all segments of its
delineated community. Services and banking hours
are periodically reviewed to assure accommodation
of ail segments of the delineated community.
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Rating Level 3 — The geographic distribution of the
institution's credit extensions, applications and den-
ials may suggest unreasonable lending patterns.
Management has not attempted to review its lend-
ing policies and procedures or to analyze the insti-
tution's lending patterns within its community. The
institution s recorc of opening and closing offices
ar d its provision for services at its offices may
indicate a disparity of treatment between certain
areas within its community. Such a disparity is iso-
lated and not an overall intentional pattern or prac-
tice. Management has plans to undertake immedi-
ate steps to restore reasonably equal service to any
affected areas.

Rating Level 4 — The geographic distribution of
credit extensions, applications and denials reveal
unreasonable lending patterns, particularly in low-
and moderate-income neighborhoods or areas of
racial/ethnic concentration. The geographic dis-
tribution of applications may indicate a possible
pattern or practice of discouraging or illegally pre-
screening applications. The institution’s record of
opening and closing offices and the provisions of
services at its offices may suggest a pattern of
disparate treatment of minority or low- and
moderate-income neighborhoods. The record
might portray an institution that has systematically
sought to close or curtail services at offices serving
minority or less affluent neighborhoods while open-
ing new offices in developing, majority or upper-
income areas.

Rating Level 5 — The geographic distribution of
credit extensions, applications and denials reveals
extensive, systematic, and unreasonable lending
patterns. The institution has adopted loan policies
and procedures, such as unjustifiably high minimum
mortgage amounts or down payments or restric-
tions based on the age of property, which have or
can reasonably be expected to have a significantly
adverse impact on loan availability in low- and
moderate-income or minority neighborhoods. The
institution's record of opening and dosing offices
and the provision of services at its offices suggest a
continuing pattern of disparate treatment of minority
or low- and moderate-income neighborhoods.
W here this was previously cited, management has
not taken any corrective action.

Discrimination or Other lllegal Credit Practices
(Assessment Factor (f))

The rating to be assigned here corresponds to the
institution's composite compliance rating.

Rating Level 1 — The institution is in substantial
compriance with antidiscrimination and other credit
laws.

Rating Level 2 — The institution is in satisfactory

compriance with antidiscrimination and other credit
laws.
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Rating Level 3 — The institution is in less than
satisfactory compliance with antidiscrimination ana
other credit laws.

Rating Level 4 — The institution has an un-
satisfactory record of compliance with anti-
discrimination and other credit laws.

Rating Level 5 — The institution is in substantial
noncompliance with antidiscrimination and other
credit laws.

Community Development and Other Factors
(Assessment Factors (h), (k) and (1))

Rating Level 1 — The institution has taken affirma-
tive steps to become aware of the full range of
community development and redevelopment pro-
grams within its community. It is actively par-
ticipating in the development or implementation of
such programs to an extent consistent with its size
and capacity and the nature and location of the
community. In non-MSAs, the institution has con-
tacted appropriate government and non-
government representatives to determine the level
of community development needs in its area. It has
then determined what areas are appropriate for its
involvement and has initiated such involvement or
has undertaken other types of activities not pre-
viously covered, which in the examiner’s judgment
reasonably bear upon the extent to which the insti-
tution is meeting the community credit needs.

Rating Level 2 — The institution is aware of com-
munity development/redevelopment programs
within its community. It has advised appropriate
community officials of its interest in participating in
such programs and is already involved in some
aspects of program planning or implementation. Or,
the institution is planning to undertake a specific
activity designed to help meet community credit
needs, which has not been covered in other cat-
egories, within six months.

Rating Level 3 — The institution is only vaguely
aware of the community development/re-
development activities in its community. The insti-
tution has taken little affirmative action to become
involved in community development or to learn the
specific features of different programs. Manage-
ment appears receptive to becoming involved or
investing in one or more programs but prefers to
wait for a request to be initiated by community
officiais. At such time, the institution will consider
possible participation. Management has period-
ically discussed various efforts to respond to com-
munity credit needs buta specific plan has not been
developed.

Rating Level 4 — Management is unaware of the
existence or nature of community development
programs within its community and has expressed
no interest in pursuing this area. Management has
not developed any other programs, which were not
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covered previously, to help meet community credit Rating Level 5 — Management has repeatedly
needs. Management may be unaware of the CRA demonstrated its lack of interest in determining if
regulations' encouragement of institution in- community developments projects exist in its com-
volvement in community development/re- munity. It has not expressed an interest in develop-
development programs. ing its own response to community credit needs.
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