


New CRA Rule

and the CCM Community
Impact Bond Fund CRA
Share Class

The federal banking regulators recently approved a new rule
to implement the Community Reinvestment Act (CRA). This
piece highlights aspects of the new interagency CRA rule and
its impact for banks invested in the CCM Community Impact
Bond Fund CRA Share Class including:

e The definition of community development

e Mortgage-backed securities (MBS), which

remain a

recognized community development investment

® The majority standard for full credit, which remains an explicit

feature in the new rule

® |mpact and responsiveness factors

® The geographic consideration, which has been expanded

The Community Impact Bond (CIB) Fund CRA Share Class (ticker: CRAIX)

Since 1999, the Community Impact Bond (CIB) Fund
CRA Share Class has demonstrated an ability to
identify and earmark qualified community development
investments that meet the needs of its bank clients.
These securities address a broad range of community
development needs.

The CIB Fund is well-positioned to implement the
requirements of the new CRA rule. The primary purpose
of the CIB Fund is to make investments that will be
deemed to be qualified under the CRA (at least 51% of
net assets). Under the new rule, the CIB Fund meets
the majority and intent standards for a fully qualified
investment.

With MBS explicitly included in the definition of
community development, there are many opportunities
to continue to identify, purchase, and earmark
CRA-qualified investments within a bank’s desired
facility-based assessment areas.

The CIB Fund is an expert in identifying and tracking
impact and responsiveness factors detailed in the new
rule including persistent poverty counties, census tracts
with a high poverty rate, and high opportunity areas.
In addition, it provides best-in-class reporting on its
underlying CRA-qualified securities.



The CRA became law
in 1977 and remains
one of the seminal
pieces of legislation to
address systemic ineq-
uities in access to
credit. The CRA
encourages banks to
help meet the credit
needs of their entire
communities in which
they do business, with
a focus on low- and
moderate-income
(LMI) communities,
consistent with safe
and sound operations.
The last comprehen-
sive interagency
revision to the CRA
regulations occurred
in 1995.2

Definition of Community Development

The new rule updates the definition of community development.” The
Agencies have codified several concepts from the current interagency
Question and Answers guidance, such as disaster area recovery, as well as
added some new concepts, such as activities that benefit Native Land Areas.

Summary of Community Development Definition per ___.13

Affordable housing

Community supportive services
& essential community facilities

Financial literacy

Recovery of designated
disaster areas

Revitalization or stabilization,
essential community

facilities, essential community
infrastructure, and disaster
preparedness and weather
resiliency in Native Land Areas

Economic development

Revitalization or stabilization

Essential community
infrastructure

Disaster preparedness and
weather resiliency activities

Activities with minority depository
institutions (MDI), women’s
depository institutions (WDI),
low-income credit unions (LICU),
or community development
financial institutions (CDFI)




Mortgage-Backed Securities

One of the most popular CRA investments, MBS, are specifically identified and
included in the new rule under the definition of affordable housing® with the
addition of several key requirements. Effective January 1, 2026, the following
requirements must be met for positive consideration of purchases of MBS
under the new rule:

® The majority of underlying loans cannot be comprised of loans that the
bank originated or purchased* and

= the majority of underlying home mortgage loans must be made to LMI
individuals, or

= the majority of underlying loans must finance multifamily affordable
rental housing and include rental housing for LMI individuals purchased,
developed, financed, rehabilitated, improved, or preserved in conjunction
with a Federal, State, local, or tribal government affordable housing plan,
program, initiative, tax credit, or subsidy.®

Full and Partial Credit for Community
Development Loans, Investments, and Services

A bank will receive credit for its entire loan, investment, or service if it meets the
majority standard at __.13 of the new rule. This section has several options for
how a community development activity that supports community development
can meet the majority standard, including:

1  Themajority of the housing units are affordable to LMI individuals, families,
or households.

2  The majority of beneficiaries served, or majority of dollars spent benefit
or serve targeted LMI income levels, small businesses/farms, targeted
geographies, etc.

3 The 'bona fide intent’ standard, which is related to the express, bona fide
intent and structure of the activity.

4 Activities involving a Minority Depository Institution (MDI), Women's
Depository Institution (WDI), Low Income Credit Union (LICU), and
Community Development Financial Institution (CDFI).

5  Activities supporting low-income housing tax credit (LIHTC)-financed
affordable housing __.13(a)(1)(iii).

Finally, a bank will receive partial credit only for a community development
activity supporting affordable housing in those cases where such housing does
not reach the majority standard. Specifically, a bank will receive partial credit for
the loan, investment, or service in proportion to the percentage of total housing
units in any development that are affordable to LMI individuals.®



Impact and Responsiveness

In addition to an expanded definition of community development, the new
rule also adds consideration of the impact and responsiveness of community
development loans, investments, and services.” Although the current rule does
mention a few aspects of qualitative factors, such as the responsiveness of
qualified investments, the new rule is more comprehensive. It includes several
factors to be considered in such a review.

Benefits or serves persistent poverty counties,
census tracts with a poverty rate of 40 percent
or higher, or geographic area(s) with low levels
of community development financing;

Benefits or serves low-income individuals, families,
or households, or supports small businesses/small
farms with gross annual revenues of $250,000 or less;

Benefits or serves residents of Native Land Areas;

Reflects bank leadership through multi-
faceted or instrumental support; or

Supports an MDI, WD, LICU, or CDFl,
excluding certificates of deposit with
a term of less than one year;

Directly facilitates the acquisition, construction,
development, preservation, or improvement of
affordable housing in High Opportunity Areas;

Is a grant or donation or is an investment in
projects financed with LIHTCs or NMTCs;

Is a new community development financing product
or service that addresses community development
needs for LMI individuals, families, or households

Geographic Consideration

While the requirement of helping to serve credit needs in a bank’s assessment
area (AA) has not changed, there has been an update to the definition of AAs.
The Agencies added a new term, “facility-based assessment area” (FBAA),
which mirrors the current AA definition. An FBAA must include “each county
in which a bank has a main office, a branch, or a deposit-taking remote service
facility, as well as the surrounding counties in which the bank has originated or
purchased a substantial portion of its loans (including home mortgage loans,
multifamily loans, small business loans, small farm loans, and automobile
loans.)"®



Nationwide consideration of community
development loans, investments, and services

Effective January 1, 2026, the new CRA rule expands the geographic area for
which a bank may receive consideration for its community development loans,
community development investments, and community development services.
Per __.19, the agencies may consider such activities provided outside of a bank's
FBAA. In other words, community development activities may be considered
regardless of location, even on a nationwide basis.

Geographic exception for very large banks in
nationwide area related to MBS

The final CRA rule carves out an exception, effective January 1, 2026, for
evaluation of community development financing performance in the nationwide
area for banks with assets greater than $10 billion as of December 31 in both
prior two calendar years. For these very large banks, MBS will be excluded
from the calculation and application of the nationwide community depository
institution (CDI) metric and benchmark.® Fortunately, for these very large banks
the rule makes it clear that the nationwide metric comparison to the benchmark,
which is applied at the institution level, may only contribute positively to a bank’s
community development financing test conclusion.™




"See___.13 5See___.13(b)(5)

2 https://www.federalreserve.gov/aboutthefed/ °See___.13(a)(2)
boardmeetings/files/fact-sheet-cra-20231024.pdf 7See 15
3See___.13(b)(5) 5See 16

“Page 172 in the preamble to the new CRA rule says 9See___24(e)

this treatment is consistent with current interagency Y _‘ .
guidance and includes a footnote that references See __.24(e)(2)(iv)
Q8A __.23(b)-2

About CCM: Community Capital Management, LLC (CCM) is an investment adviser registered with the Securities
and Exchange Commission. CCM was founded in 1998 and manages approximately $4.5 billion in assets. The firm's
mission seeks to deliver superior risk-adjusted returns through investment strategies that contribute to positive
environmental and social outcomes. For more information, please visit: www.ccminvests.com.

CCM is the registered investment adviser to the CCM Community Impact Bond Fund CRA Shares (ticker: CRAIX),
which was launched in 1999 to help banks meet the investment test requirements of the CRA. The Fund is one of
the nation’s largest mutual funds for community development investments.

Community Capital Management, LLC (CCM) is an investment adviser registered with the Securities and Exchange
Commission under the Investment Advisers Act of 1940. Registration as an investment adviser does not imply a
certain level of skill or training. The verbal and written communications of an investment adviser provide you with
information you need to determine whether to hire or retain the adviser. Past performance is not indicative of future
results. CCM has distinct investment processes and procedures relating to the management of investment portfo-
lios for institutional clients. The firm’s strategies are customized, rather than model-based, and utilize an innovative
approach to fixed income and equity by combining the positive societal outcomes of impact and environmental,
social, and governance (ESG) investing with rigorous financial analysis, an inherent focus on risk management, and
transparent research. Bonds are subject to interest rate risk and will decline in value as interest rates rise. Stocks will
fluctuate in response to factors that may affect a single company, industry, sector, or the market as a whole and may
perform worse than the market. Different types of investments involve varying degrees or risk, and there can be no
assurance that any specific investment will either be suitable or profitable for a client's investment portfolio. A sus-
tainable investment strategy that incorporates ESG criteria may result in lower or higher returns than an investment
strategy that does not include such criteria. Impact figures mentioned are approximate values. Opinions, estimates,
forecasts, and statements of market trends are based on current market conditions and are subject to change with-
out notice. Third party links, trademarks, service marks, logos and trade names included in this content are the
property of their respective owners. The inclusion of a third party link is provided for reference and does not imply
an endorsement or, association with, or adoption of the site or party by us. Acceptance of this material constitutes
your acknowledgement and agreement that the Advisor does not make any express or implied representation or
warranty as to the accuracy or completeness of the information contained herein and shall have no liability to the
recipient or its representatives relating to or arising from the use of the information contained herein or any omis-
sions there from. Impact figures mentioned are approximate values. For a full list of relevant disclosures, please
visit https.//www.ccminvests.com/regulatory-disclosures/

The CCM Community Impact Bond Fund is distributed by SEI Investments Distribution Co. (SIDCO), 1 Freedom Val-
ley Drive, Oaks, PA, which is not affiliated with Community Capital Management, LLC. Investing involves risk includ-
ing loss of principal. Bonds and bond funds will decrease in value as interest rates rise. The Fund is not diversified.

Carefully consider the Fund’s investment objectives, risks, charges, and expenses. This and other information can
be found in the Fund’s prospectus, which can be obtained by calling 866-202-3573. Please read carefully before in-
vesting. There is no guarantee the objective will be achieved.

This Fund involves impact and ESG Risk. The Adviser may select or exclude securities of certain companies for
reasons other than performance and, as a result, the Fund may underperform other funds that do not use an impact
and ESG screening process. Impact and ESG investing are qualitative and subjective by nature. There is no guaran-
tee that impact and ESG criteria used by the Adviser will reflect beliefs or values of any particular investor.

Copyright © 2023 Community Capital Management. All Rights Reserved.


https://www.ccminvests.com/regulatory-disclosures/
http://www.ccminvests.com

