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April 14, 2017 

The Honorable Michael Crapo, Chair           The Honorable Sherrod Brown, Ranking Member   
The United States Senate Committee on      The United States Senate Committee on        
Banking, Housing and Urban Affairs         Banking, Housing and Urban Affairs 
534 Dirksen Senate Office Building           534 Dirksen Senate Office Building  
Washington, D.C. 20510       Washington, D.C. 20510 

Dear Chairman Crapo and Ranking Member Brown, 

The National Development Council’s (NDC) work focuses on HOMES, JOBS and COMMUNITY. Founded as a national nonprofit in 
1969, NDC has worked for almost 50 years fulfilling its mission to increase the flow of capital for investment in low-income 
communities. NDC directs capital to support the development and preservation of affordable housing, the creation of jobs 
through training and small business lending and the advancement of livable communities through investment in social 
infrastructure. 

Our proposal creates an incentive for investment in infrastructure in smaller communities using the expertise of CDFIs. That 
infrastructure in turn strengthens the economic vitality of these communities. We propose using the already existing tool of the 
Community Reinvestment Act that has proven its success over the years.  

NDC would like to extend our sincerest gratitude to the Committee for fostering this bipartisan initiative to generate practical 
common sense solutions to stimulate economic growth. It is a testament to your joint leadership that you recognize voices 
outside of Washington are essential in shaping public policy. We hope strong consideration will be given to our proposal and 
furthermore a continued dialogue develops on best practices to stimulate to economy for every citizen.  

With that, the National Development Council stands ready to be a partner and resource in your continued efforts. Should you 
have any questions, please contact Jane Campbell, Director of our Washington Office at jcampbell@ndconline.org or call 
(202)400-3680.

With the greatest of appreciate and gratitude, 

Daniel Marsh, III 
President & CEO 
NDC  

http://www.ndconline.org/
mailto:jcampbell@ndconline.org
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Submitted at the request of and for consideration by the United States Senate Committee on Banking, Housing and Urban 
Affairs 115th Congress, 1st Session by the National Development Council (NDC), New York, NY. 


 
Summary:  
At a time when infrastructure has become a critical national issue, both banks have lost incentive to invest in small-scale public 
works projects.   
  
The challenge is two-fold: underwriting small infrastructure projects ($200,000 - $3M) is often too cumbersome to be worthwhile 
for banks to take on willingly. While the Community Reinvestment Act requires banks to make capital available in their 
communities, the opportunities to meet related obligations while investing in infrastructure are limited. Compounding this 
problem is a recent regulatory change that prevents banks from counting projects backed by muni bonds as meeting their 
minimum liquidity requirements. The combination of these two restrictions, one market and one regulatory, makes it more 
difficult for small urban and rural communities to meet the challenge of building and replacing essential public infrastructure. 
Why? Because Tax-Exempt Municipal bonds are frequently used for small-scale infrastructure projects, and banks are now dis-
incentivized from buying Tax-Exempt Municipal bonds.  
  
A simple regulatory fix will address these disincentives while easing the regulatory burden on banks. This can be achieved by 
amending the Community Reinvestment Act to allow banks to count loans to Community Development Financial Institutions 
(CDFIs) for public facilities and improvements as meeting their CRA requirements. By working through CDFIs, banks have another 
avenue for meeting CRA requirements while CDFIs take the burden off of banks by underwriting smaller public works projects 
while utilizing municipal bonds.  
 
CDFIs have a strong record of providing hands-on underwriting and financing for smaller projects while tying investment to 
community impact and job creation.   
  
Proposal to the Committee:  
An act to amend Section 804 of CRA. P.L. 95 -128, 91 Stat. 1147, title VIII of the Housing and Community Development Act of 
1977, 12 U.S.C § 2901 et seq.   
 
WHEREAS Municipal bonds have provided a long-term source of both, stable investments and needed capital for 


infrastructure development across the county. The ability of related bonds to provide capital has been materially 
restricted by the exclusion of municipal bonds from the Federal Reserve’s definition of high quality liquid assets 
(HQLA). This change will impact small communities that have benefitted from the unique specialization of the 
municipal bond market via bank participation that has provided liquidity for small borrowers. 


 
WHEREAS  Underwriting these small loans is an intensive process that is threatened by the loss of market segmentation and 


a national focus on large infrastructure investments. For over 30 years, CDFIs have provided a method by which 
to scale community facility investment with an excellent record of financial performance. Providing CDFIs with 
additional capital will allow CRA regulated banks to continue to invest in small scope infrastructure projects while 
only monitoring one entity.  


 
WHEREAS  The Community Development Block Grant Program (CDBG) is funded at half of the FY 2001 levels on an inflation-


adjusted basis. Over the past ten years, public improvements have represented approximately 33 percent of 
annual CDBG expenditures, approximately $1.3 billion in spending. The Department of Housing and Urban 
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Development cites these investments to have directly benefited 36 million people.  
 
THEREFORE Amendment of title VIII, section 804 of the Community Reinvestment Act of 1977  


(a) the addition of investments in community development finance institutions as defined in Title 12, 
Chapter XVII, Part 1805, Subpart B of the Code of Federal Regulations for the purposes of public 
facilities and improvements as defined in Title 24, Subtitle B, Chapter V, Subpart C of the Code of 
Federal Regulations in both metropolitan and metropolitan areas with populations less than 50,000.  


(b) the addition of requirement of the Federal Financial Institutions Examinations Council to annually 
report to the Congress citing  


(i) annual amount of investment to Community Development Financial Institutions 
by counties, states, and nationally  


(ii) and the type of community development lending and investing  by counties, 
states, and nationally 
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