
DefinitionsDefinitionsDefinitionsDefinitions

LimitedLimited PurposePurpose A bank that offers onlyA bank that offers onlyLimitedLimited--PurposePurpose——A bank that offers only A bank that offers only 
a narrow product line (such as credit card a narrow product line (such as credit card 
or motor vehicle loans) to a regional oror motor vehicle loans) to a regional oror motor vehicle loans) to a regional or or motor vehicle loans) to a regional or 
broader marketbroader market

Wh l lWh l l A b k th t i t i thA b k th t i t i thWholesaleWholesale——A bank that is not in the A bank that is not in the 
business of extending home mortgage, business of extending home mortgage, 

llll b i llb i ll ffsmallsmall--business, smallbusiness, small--farm, or consumer farm, or consumer 
loans to retail customersloans to retail customers



A bank must first be designated A bank must first be designated 
as limitedas limited--purpose or wholesale purpose or wholesale 
before it can be evaluated underbefore it can be evaluated underbefore it can be evaluated under before it can be evaluated under 

that standardthat standard



To receive such a designation To receive such a designation 
the bank must file a writtenthe bank must file a writtenthe bank must file a written the bank must file a written 

request at least three months request at least three months 
prior to the proposed effective prior to the proposed effective 

date of the designationdate of the designationdate of the designationdate of the designation



Such a designation remains in Such a designation remains in 
ffffeffect:effect:

oo Until the bank requests revocation of theUntil the bank requests revocation of theoo Until the bank requests revocation of the Until the bank requests revocation of the 
designationdesignation

OrOrOrOr
oo Until one year after the regulator notifies Until one year after the regulator notifies 

th b k it h k d th d i tith b k it h k d th d i tithe bank it has revoked the designationthe bank it has revoked the designation



Frequency of ExaminationsFrequency of ExaminationsFrequency of ExaminationsFrequency of Examinations

oo Depending on your rating you will typicallyDepending on your rating you will typicallyoo Depending on your rating, you will typically Depending on your rating, you will typically 
be examined every one to three yearsbe examined every one to three years

oo Designated institutions are typically on aDesignated institutions are typically on aoo Designated institutions are typically on a Designated institutions are typically on a 
“large” institution cycle“large” institution cycle
T lk t l t if hT lk t l t if hoo Talk to your regulator if you have Talk to your regulator if you have 
questions about thisquestions about this



Current number of institutions with Current number of institutions with 
the designationthe designation

FDICFDIC——33FDICFDIC 33
Federal ReserveFederal Reserve——66
OCCOCC 3434OCCOCC——3434
OTSOTS——66
TotalTotal——4949



A designated bank’s record ofA designated bank’s record ofA designated bank s record of A designated bank s record of 
meeting the credit needs of its meeting the credit needs of its 
assessment area(s) under the assessment area(s) under the 
community development test iscommunity development test iscommunity development test is community development test is 

assessed through:assessed through:



 Its community development lendingIts community development lending Its community development lendingIts community development lending
 Its qualified community development Its qualified community development 

investmentsinvestmentsinvestmentsinvestments
 Its community development servicesIts community development services



Community Development meansCommunity Development meansCommunity Development meansCommunity Development means

Affordable housing for LMI individualsAffordable housing for LMI individualsgg
Community services targeted to LMI individualsCommunity services targeted to LMI individuals
Activities that promote economic development Activities that promote economic development p pp p

by financing farms and businesses meeting by financing farms and businesses meeting 
certain size limitscertain size limits

A ti iti th t it li t biliA ti iti th t it li t biliActivities that revitalize or stabilize:Activities that revitalize or stabilize:
–– LMI geographiesLMI geographies
–– Federally designated disaster areasFederally designated disaster areasFederally designated disaster areasFederally designated disaster areas
–– Distressed or underserved nonmetropolitan MI Distressed or underserved nonmetropolitan MI 

geographiesgeographies



Performance CriteriaPerformance CriteriaPerformance CriteriaPerformance Criteria

The number and amount of communityThe number and amount of communityThe number and amount of community The number and amount of community 
development loans (originated or development loans (originated or 
purchased), qualified investments, or purchased), qualified investments, or p ) qp ) q
community development servicescommunity development services

The use of innovative or complex qualified The use of innovative or complex qualified p qp q
investments, community development investments, community development 
loans, or community development servicesloans, or community development services

Responsiveness to credit and community Responsiveness to credit and community 
development needsdevelopment needs



Indirect ActivitiesIndirect ActivitiesIndirect ActivitiesIndirect Activities

At the bank’s option will consider:At the bank’s option will consider:At the bank s option, will consider:At the bank s option, will consider:
Qualified investments or community Qualified investments or community 

development services of an affiliate (if notdevelopment services of an affiliate (if notdevelopment services of an affiliate (if not development services of an affiliate (if not 
claimed by another institution)claimed by another institution)
C it d l t l di bC it d l t l di bCommunity development lending by Community development lending by 
affiliates, consortia, and third parties (if not affiliates, consortia, and third parties (if not 
l i d b th i tit ti i tl i d b th i tit ti i tclaimed by another institution, investor, or claimed by another institution, investor, or 

participant)participant)



Inside Assessment Area(s)Inside Assessment Area(s)Inside Assessment Area(s)Inside Assessment Area(s)

Will consider all qualified investmentsWill consider all qualified investmentsWill consider all qualified investments, Will consider all qualified investments, 
community development loans, and community development loans, and 
community development services thatcommunity development services thatcommunity development services that community development services that 
benefit bank’s assessment area(s) or a benefit bank’s assessment area(s) or a 
broader statewide or regional areabroader statewide or regional areabroader statewide or regional areabroader statewide or regional area



Outside Assessment Area(s)Outside Assessment Area(s)Outside Assessment Area(s)Outside Assessment Area(s)

Will consider qualified investmentsWill consider qualified investmentsWill consider qualified investments, Will consider qualified investments, 
community development loans, and community development loans, and 
community development services thatcommunity development services thatcommunity development services that community development services that 
benefit areas outside the bank’s benefit areas outside the bank’s 
assessment area(s) if the bank hasassessment area(s) if the bank hasassessment area(s) if the bank has assessment area(s) if the bank has 
adequately addressed the needs of its adequately addressed the needs of its 
assessment area(s)assessment area(s)assessment area(s)assessment area(s)



Ratings are subject to Ratings are subject to 
contextual data, business contextual data, business 

strategy and availablestrategy and availablestrategy, and available strategy, and available 
resources resources 



Ratings Reflect the Dynamic Ratings Reflect the Dynamic 
EnvironmentEnvironment

To Determine How Much is Enough, Consider:To Determine How Much is Enough, Consider:g ,g ,

What’s your size and what are your current What’s your size and what are your current y yy y
constraints?constraints?

Who’s your competition and what are they Who’s your competition and what are they 
d i ?d i ?doing?doing?

What are the needs and opportunities within the What are the needs and opportunities within the 
assessment area(s)?assessment area(s)?assessment area(s)?assessment area(s)?

Ratings are described as follows:Ratings are described as follows:Ratings are described as follows:Ratings are described as follows:



Performance is considered Performance is considered 
“Outstanding” if the bank“Outstanding” if the bankOutstanding  if the bank Outstanding  if the bank 

demonstrates:demonstrates:
AA high levelhigh level of community development loans,of community development loans,A A high levelhigh level of community development loans, of community development loans, 
community development services, or qualified community development services, or qualified 
investmentsinvestments
Extensive useExtensive use of innovative or complex of innovative or complex 
qualified investments, community development qualified investments, community development 
loans, or community development servicesloans, or community development services
Excellent responsivenessExcellent responsiveness to credit and to credit and 

i d l d i ii d l d i icommunity development needs in its community development needs in its 
assessment area(s)assessment area(s)



Performance is considered Performance is considered 
“Satisfactory” if the bank“Satisfactory” if the bankSatisfactory  if the bank Satisfactory  if the bank 

demonstrates:demonstrates:
AnAn adequate leveladequate level of community developmentof community developmentAn An adequate leveladequate level of community development of community development 
loans, community development services, or loans, community development services, or 
qualified investmentsqualified investments
Occasional useOccasional use of innovative or complex of innovative or complex 
qualified investments, community development qualified investments, community development 
loans, or community development servicesloans, or community development services
Adequate responsivenessAdequate responsiveness to credit and to credit and 

i d l d i ii d l d i icommunity development needs in its community development needs in its 
assessment area(s)assessment area(s)



Performance is considered “Needs Performance is considered “Needs 
to Improve” if the bankto Improve” if the bankto Improve  if the bank to Improve  if the bank 

demonstrates:demonstrates:
AA poor levelpoor level of community development loans,of community development loans,A A poor levelpoor level of community development loans, of community development loans, 
community development services, or qualified community development services, or qualified 
investmentsinvestments
Rare useRare use of innovative or complex qualified of innovative or complex qualified 
investments, community development loans, or investments, community development loans, or 
community development servicescommunity development services
Poor responsivenessPoor responsiveness to credit and community to credit and community 
d l d i i ( )d l d i i ( )development needs in its assessment area(s)development needs in its assessment area(s)



Performance is considered Performance is considered 
“Substantial Noncompliance” if the“Substantial Noncompliance” if theSubstantial Noncompliance  if the Substantial Noncompliance  if the 

bank demonstrates:bank demonstrates:
Few, if anyFew, if any, community development, community developmentFew, if anyFew, if any, community development , community development 
loans, community development services, loans, community development services, 
or qualified investmentsor qualified investmentsqq
No useNo use of innovative or complex qualified of innovative or complex qualified 
investments, community development investments, community development y py p
loans, or community development servicesloans, or community development services
Very poor responsivenessVery poor responsiveness to credit and to credit and y p py p p
community development needs in its community development needs in its 
assessment area(s)assessment area(s)



The Q&As clarify that a The Q&As clarify that a 
designated institution does not designated institution does not 

need to engage in all threeneed to engage in all threeneed to engage in all three need to engage in all three 
activities (lending, investment, activities (lending, investment, 
and service) to perform well and service) to perform well 

under the communityunder the communityunder the community under the community 
development test development test 



Work closely with your regulator Work closely with your regulator 
during an exam to ensure that a during an exam to ensure that a 
complete and accurate story iscomplete and accurate story iscomplete and accurate story is complete and accurate story is 

toldtold——make sure your performance make sure your performance 
i d t l d t di d t l d t dis adequately documentedis adequately documented



Remember that nothing is Remember that nothing is 
written in stonewritten in stone——if you’re if you’re 

unsure about an issue start aunsure about an issue start aunsure about an issue, start a unsure about an issue, start a 
dialogue with your regulatordialogue with your regulator



QUESTIONS?QUESTIONS?


