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THE WHITE HOUSE
Cffice of the Fress Secretary

For Inmediate Releoasse July 15, 1993
TO THE COHNGRESS OF THE UNITED STATES:

¥ am pleagad to subnit ¢o the Congress the "Community
Development Banking and Financial Institutions Act of 19837,
This legisiative Initiative will promote the crestion of
comsunity development financial institutions that will
enpower Individusls and comsunities end provide for greater
sconomic oppurtunity. HKlso transmitted are a statement of
the Administration’s principlen embodied in this propossl and
» section~by~section analysis.

In too many urbsn and rural cosmunities, there is & lack
of vapltal and credit. Lending in distressed compunities,
particularly te smell businesses, can be conplicated. It pay
ragquire specinl expertise and knowiedge of the borrowver snd the
sommunity, oredit products, subsidies, and secondary markets.
Community dovelopment financial institutions -~- including
community development banks like South Shore Bank in Chicago,
community credit uniong such a5 Self~Help in North Caroline,
community devalopment corporations, micro-entérpriss lean funds,
end revolving lgan funds =~ have demponsirated that they can
provide capital, credit, and develupment services in distressed
areas and to targeted populations.

The bill proposes establighment of a Community Development
Banking and Financial Institutions Fund that wouyld support
& program of investment in community development finsncisl
institutions. The Fund would provide financisl and technicsl
sgsistance to, and serve as = national information clearinghovse
for, community development financial institutions.

This initiative reaffirms my commitment to helping
communities help themselves. By ensuring greater sccess to
capital and credit, we will tap the entreprensurial energy
of Americe’s poorest communities snd ensble individuals and
communities to become self-sufficient.

My Administretion is also committed to enhancing the
role of traditionel financiml iInstitutions with respect to
community reinvestment., As a complement to the community
develiopment finmncial institutions initistive, we wil}l adopt
regulatory changes to sore effectively irplement the Community
Relirvestment Act of 1977. “These changes will replsce papervork
with performancve-oriented atandsyds and will include tougher
enforcament measures for noncompiiance,

In order te sescure early enactment of legislstion in th
crucial area, I urge the Congress to ccnsidergthe Csza;ity is
Development Banking and Finasncisl Institutions Act of 1993
&6 8 discrete pill, sepasrate from general issues of financial
#ervices refors and any other nongersans amendmants,

WILLIAM 3. CLINTON

THE WHITE HOUSE,
July 15, 19e3,

ey
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Principies of Administration’s Conununity Development
Financial Institutions Proposal

Creation of Fund/Governance. A Fund will be creatad to provide assistance to community development
financial institutions (CDFIs). A torporate bogrd of directors of the Fund will establish policy and will
include the Secretaries of HUD, Treasury, Commerce, Agriculture, and the Administrator of the Small
Business Administration and individuals appointad by the President who collectively represent community
groups and have expertise in community development lending snd commercial backing. A CEQ
appoiniad by the hoard will manage the Fund.

Fund A Full Range of CDFls. All types of existing and sew CDFIs will be eligible for assistance, 2.5,
community development banks, community development credit unions, revolving loan funds, micro-loan
funds, manority-owned banks, and community development corporations. No set aside of funds is allotted
far any one type of CDFL

Mission. To be sligible for assistance, » CDFT must bave a primary mission of lending to and developing
an underserved targel area or population that is low income or disadvantaged. Al CDFIs must present |
a strategic plan in thelr application which ¢learly states bow they will meet the economic and community
development needs of their targeisd communities,

Require A Non-Federal Match. A minimum match for investment in insured depository CDFLs will
be required, For investment in other CDFIs, & match will be required but the amount is left to the
discretion of the Fund, Technical assistunce 10 any CDFI from the Fund will not require & match.

Types of Assistance. The types of assistance provided by the Fund will include capital and technical and
training assistance, with the specific allocations of the types of assistance left 1 the discretion of the
Fund. '

Community Representation. A criterion for receiving sssistance from the Fund iz the exient of
community favolvement in the CDFL

-

Community Lending. A criterion for receiving assistance from the Fund is the extent of community
financing and lending that will result from federal support.

Promotion of Self-Sustaining Institutions. A criterion for receiving assistance from the Fund is the
likslinood of the institution becoming self-sustaining.

Limiis on Assistance, Separate limits are placad on the amount of asssistance that sach insured CDFL
or other type of CDFI may receive from the Fund.

Private Funds, The Fund will be authorized t incorporate private entities that can receive eontributions
and investments from the private sector w support CDFls.  All private funds will be entirely off the
feceral budges,

Safety and Soundness. All insured depository CDFls are subject 1o the laws and regulations s&t forth
by Congress and the banking regulators. No separate system of regulation or banking will be created.

Clearinghouse. The Fund will establish an information and service network in order to belp CDFIs
provide community and economic development assistance.
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COXMUNITY DEVELOPMENT BANKIRG AND FINANCIAL
IRBTITUTIQES ACT OF 1993

S8ECTION-BY~BECTION ANALYSIS

Bection 3. Bhort Title

The Act may be cited as the "Community Develcopment Banking
and Financial Institutions Act of 1993%.

gaction 2. Findings and Purposs

Many of the Nation’s urban areas, rural areas and Indian
reservations face critical social and econonic problems. The
restoration and paintenance o©f the economies of these communities
will require coordinated strategiss to promote long-term economic
and social viability. In many urban and rursl communities, low-
and moderate-incone neighborhoods, and on Indian reservations,
there is a shortage of capital and credit for business and
affordable housing. Access to capital and credit is essential to
enable individuals and comamunities to bescome self-sufficient.
Compunity development financial institutions, such as micro~
enterprise loan funds, community development credit unions,
community development corporations and compunity development
banks have proven their ability to identify and respond teo
comnunity needs for capital, credit and development services in
the absence of, or as a complement to, services provided by other
lenders.

The purpose of the Act ls to create & Community Development
Banking and Financial Institutions Fund that will support a
progran of investment in and assistance 1o community development
financial institutions.

Bection 3. Definitions

The Act contains definitions of terms, including a
definition of "community devalopment financial institution.® A
compunity development financial institution includes any bank,
savings association, depository institution holding company,
eredit union, micro-enterprise loan fund, community development
corporation, community developwent revolving loan fund and any
minority-owned or other depository institution that (i) has as
its primary mission the provision of capital, credit or
developmeant services in investment areas or to populations that
are low-income or disadvantaged and underserved by existing
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financial institutions, and (ii) encourages, through
representation on its governing board or otherwise, the input of
residents in the investment area or the targeted population. The
term "investment area® means an identifiable community that
peets criteria of distress as determined by the Fund, or is
designated as an empowerment zone or enterprise community under
section 1391 of the Internal Revenue Code of 1986.

Bection 4. Establishment of Hational Fund for Community
‘ Developpent Banking

This section provides for the establishment of a body
corporate known 2s the Community Development Banking and
Financisl Institutions Fund (the *Fund®). The Pund will be
managed by A& nine-member Board of Directors {the "Board”}. The
Becretary of Agriculture, the Sacretary of Commerce, the
Secretary of Housing and Urban Developnment, the Secretary of the
Treasury and the Administrator of the Small Business
Administration, or their designees will serve ap members of the
Board. {A designee pust be an official from the same agency who
has been appointed by the President with the advice and consent
of the Senate.} The remaining four members will be private
citizens appointed by the President and confirmed by the Senate.
These individusls must collectively represant community groups,
have expertise in the activities and operations of insured
depositery institutions, and have expertise in community
developrent and lending. The appointed members will serve for a
tern of four years, except that the initvial terms of two of the
appointed members will be five years. The President will appoint
a chairperson from among the appointed members and a vice-
chairperson from among the penbers of the Board. Both the
chairperson and the vice-chairperson will serve in those offices
for terms of two years, '

The menbers of the Board that are otherwise emplovees of the
United States will receive no sdditional compensation for service
on the Beoard, but will be reimbursed by the Fund for travel, per
dien, and other necessary expenses incurred in the performance of
their duties. The appointed members will be compensated at a
rate equivalent to the daily rate for & position under Level IV
of the Executive Scheduls. The appointed members nay also be
reinbursed for travel, per diem, and other necessary expenses.

The Board is reguired to hold meetings at least cquarterly.
Gther meetings of the Board may be held on the call of the
chairperson or at the written reqguest of at least three Board
nembars., A gajority of the menmbers of the Board in office will
constitute a guorum.

The Board must appoint a Chief Executive Officer, s Chief
Financial Officer and an Inspector General. The Chief Exacutive
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Officer will be responsible for the management of the Fund and
such other duties as the Board deems appropriate. The Board may
fix the compensation of the Chief Executive Officer, the Chief
Financial Officer, and up to three other officers of the Fund
without regard to chapter 51 and subchapter III of chapler 53 of
title 5 of the United States Code, except that the conpensation
for the Chief Executive Officer may not exceed the rate of pay
for z position under lLevel Il of the Executive Schedule and the
rate of pay for the four remaining officers may not exceed the
rate for & position under Level IV of the Executive Schedule.
All other employees of the Fund will be compensated pursuant to

the provisions of title 5.

Section 4 enumerates the general powers of the Fund, which
include the power to sue and be sued in its corporate name and to
enter into and perform agreexents. The Fund iz also avthorized
tc utilize the services of personnel of any other agency on a
reimbursadble or non-reimbursable basig with that agency’s
consent. The Fund may not lssue stock, bonds, debentures, notes
or octher securities. The liablility of the Fund and ¢of the United
States with respect to an investment in & community development
financial institution is limited to the amount of the investment.

. The Fund will be a wholly-~owned Government corporation and
will be treated as an agency of the United States unless provided
otherwise by the Act.

Boaction 5., Applications for Assistance

This section regquires the Board to publigh regulations
regarding procedures and forms for applications for assistance
frem the Fund not later than 210 days after enactment of the Act.
In order to be eligible as & threshold matter to apply for
assistance from the Fund, an applicant must: (i) demonstrate to
the satisfaction of the Board that the applicant is, or will ke,
a community development financial institution; (ii) demonstrate
that the applicant will serve what is defined in the Act ag a
targeted populsation or an investment area; (iii) demonstrate, if
the applicant previously has received assistance from the Fund,
that the applicant has been successful in carrying out the
purposes of the Act, that the applicant is, or is about to
become, an entity that is not depandent upon assistance from the
Fund for continued viability, and that the applicant will expand
its services; (iv) demonstrate, if the applicant is & community
development financial institution with existing operations, a
record of succese in serving investment arsas or targeted
populations; (v} include with its application a comprehensive
strategic plan which centains required elepents that will
demonstrate the applicant’s commitment to serving community
development needs and to becoaing a community development
financial institution that will not be dependent upon agsistance
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from the Fund for continued viability; {(vi) include with its
application a statement of the applicant’s likely sourcs of
private funds to meet any matching regquirement under section 7{d)
of the Act; and (vii) include with its application any other
information reguired by the Board.

This section also regquires the Fund to conduct a prew
application outreach program that will identify and provide
information t¢ potential applicants and will increase the
capacity of potential applicants to meet the application and
cther reguirsments of the Act.

goaction €. Bslectior of Institutions

This section reguires the Board, in its discretion, to
select applications subsitted under section 5 and to award
assistance from the Fund. In making its selections, the Board is
required to evaluate applications based on selection eriteria.
The selection criteria are designed to ensure that spplicants
with the post promise for fulfllling the purpeses ©f the At are
avarded assistance. In addition to the selection ¢riteria, the
Board is permitted to consider any other facters it deenms
appropriate when evaluating applications.

The Board is regquired to publish regulations regarding the
gselection criteria not iater than 21¢ daye after enactment of the
Act.

Bection 7. Assistance Provided by the rund

This section permits the Fund to provide financial
asgistance to qualified community development financial
institutions in the form of eguity investments, loans, deposite,
mexbership shares and grants. The Fund may also provide
technical assistance, including training, and grants for
technical assistance to gualified community development financial
institutions. The allocation of awards between insured and
uninsured community developnment financial institutions is in the
discretion of the Board, provided that due consideration i8 given
to the allocation of funds for the establishment of insured
community developnment financial institutions.

This section also requires equity investments held by the
Fund te be in the form of transferable, nonvoting investments.
Such eguity Investments may provide for convertiblity to voting
stock upon disposition of the interest by the Fund. The Fund is
directed to structure its investments in such a manner that it
will not own more than 50 percent of the egquity of sn institution
and will not control the operations of the institution. The Fund
will be deemed not to contrel any institution receiving financial
assistance for purposes of applicable laws,
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Assisted institutions may use funds provided under the Act
to develop or support commercial and community facilitigs that
enhance revitalization and job creation, business creation and
expansion efforts, the provision of basic financial services to
low~income persons, the provision of development services, '
honeownership opportunities thet are affordable to low-income
persons, rental housing that ig sffordable o low~income persons
and other activities that are deemed appropriate by the Fund.

The Fund may provide up to $5 million of assistance per
application to any one gqualified insured community develiopment
financial institution and up to $2 million per application to any
other gqualified community development financial institution.

This section requires all qualified insured community
development financial institutions receiving assistance to match
the assistance with at least one dollar from private sources for
sach dollar provided by the Fund, except that an insured

- ceommunity development financial institution will not be required

to matsh technical sssistance provided by the Fund or grants for
technical assistance. In sddition, applicants for assistance in
the form of deposite or membership shares in an amount of
$100,000 or less will not be subiect t¢ any maiching reguirement,
A match will be reguired for all types of assistance provided to
other community development financial ingtitutions, and the
amount and form of the match will be in the discretion of the
Board. The Board, however, may not reguire that technical
assistance or grants for technical assistance to community
development financial institutions be matched., The Fund may not
provide any assistance except technical sssistance until legally
enforceable commitments for the -entire reguired match have been
gacured.

The Fund is reguired to provide assistance in such forms and
subject to such restrictions that will assure, among other
things, that assistance froo the Pund is used in s panner
consistent with the purposes of the Act and that institutions not
federally regulated are financially and managerially sound.
Before providing assistante to an insured community development
financial institution, the Board is directed to consult with the
appropriate Federal banking agency. The Board is required to
inpose negotiated performance goals on gualiftied community
development financial institutions receiving assistance based on
the strategic plan submitted in the institution’s application.
Institutions reveliving assistance are required to submit an
annual report to the Fund and the Fund is required to review the
periornance of the institutions. The assistance agreement is
reguired to include specific sanctions availadble to the Board in
the event that an assisted Iinstitution does not comply with the
purpeses of the Act or the terms of the agreement. These
sanctions may include revocation of approval ©f the application,
termination or reduction of future assistance, changing
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performance goals or elements of the institution’s strategic
plan, and regquiring repayment of assistance.

This section also permits the Board te sell its investments
at any time and permits the Board to retain the power to continue
to enforce any limitations placed on the assistance.

This section slso clarifies that the Act does not affect the

authority of any Federal banking regulator to supervise and
regulate an insured community development financial institution.

Bection 8, Encoursgesant of Private EBntities

The Board may cause to be incorporated, or encourage
incorporation of, private non-profit and for-profit corporations
that will coamplement the activities of the Fund in carrying out
the purposes of the Act. The purposes ¢f the private entities
will be limited to investing in and assisting community
davelopment financial institutions. ‘

Bection 9. Clearinghouse Function

The Fund is required by this section to establish and
maintain an information clearinghouse that will assist in
creating, developing and expanding community development
£inancial institutions.

Bection 10, Racbrdkanping,'kapazta, and Audite

This section requires qualified community development
financial institutions receiving assistance to maintain all
records necessary for ensuring compliance with the Act. The Fungd
will bhave access te a1l books and records of such institutions
for the purposes of determining compliance with the Act.

The Fund is reguired to submit a report annually to the
President evaluating the activities of the Fund. The report is
to be submitted not later than 12¢ days after the end of the
fiscal year of the Fund. In addition, the Board is reguired to
conduct, or cause to be conducted, an ongoling study of the most
effective and financiaily sound pelicles for community
development. 1In the conduct of the ongeing study, the Hoard is
reguired to consuli, or cause ¢onsultation, with the Federal
banking regulators and other agencles, as well as community
reinvestment, civil rights, consumer and financial organizations.
An initial report on the ongoing study must be submitted e the
President within 270 days of the date of enactment of the Act.

This section also reguires the Board to conduct an
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additional study separate from the annual report and the ongoing
study six years after enactment of the Act. This study will
evaluate the structure, governance and performance ¢f the Fund
and will contain the Board’s recommendations for changes in the
operations of the Fund.

The Fund will be audited annually in accordance with the
provisions of the Government Corporation Control Act.

Saction 11i. Investmant of Receipts and Procesds

This section provides that dividends on egquity investments
and proceeds from the disposition of investments, deposits, or
penbership shares will be deposited in an account established to
carry out the authorized purposes of the Act. Upon reqguest of
the Chief Executive Officer of the Fund, the funds in the account
will be invested in public debt securities that bear interest at
a rate determined by the Secretary ¢f the Treasury. The account
will be available for use by the Fund in carrying out the
purposes of the Aot until the funds are expended.

Bection 12. Authorizatiosn of Appropristionns

This section authorizes appropriations to the Fund, to
remain available until expended, $60 nmillion for fiscal year
1984, $104 miliion for fiscal year 1895, §107 million for fiscal
year 1986, and $111 million for fiscal year 1$5%7, or such greater
sums #£% may be appropriated, to &arry out the purposes of the
Act.

The Fund le permitted to set aside up to $10 million per
year for administrative costs and expenses.

gaction 13, Conforming Amenduents

This section sdds the Fund to the 115& of entities subject
to the Inspactor General Act of 1§78.
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A BILL

To facilitate the establishment of community development financial institutions.
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Be it enacted by the Senate and House of Represeniatives of the United States
of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the "Community Development Banking and Financial
Institutions Act of 1993,
SEC, 2. FINDINGS AND PURPOSE.

{2} FINDINGS.—The Congress finds that—

(1) many of the Nation's urban and rural communities and Indian
reservations face critical social and economic problems arising in part from the
lack of economic growth, peoplé living in poverty, and the lack of employment
and other opportunities;

(2) the restoration and maintenance of the economies of these communi-
ties will require coordinated development strategies, intensive supportive
services, and increased access to capital and credit for development activities,
including investment in businesses, housing, commercial real estate, human
development, and other activities that promote the long-term economic and
social viability of the community;

{3) in many urban and rural communities, low- and moderate-income
ncighborhoods, and Indian reservations, there is a shortage of capital and

credit for business and affordable housing;
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{4) access to capital and credit is essential to unleash the untapped
entrepreneurial zziergy of America's poorest communities and 1o empower
individuals and communities to become self-sufficient; and
(5) community development financial institutions have proven their
ability to identify and respond to community needs for capital, credit, and

‘dwelcpmcm services in the absence of, or as a complement to, services

provided by other lenders.

{b) PUrPOSE.—The purpose of this Act is to create a Community Development
Banking and Financial Institutions Fund that will support a program of investment in
and assistance to community development financial institutions. The Community
Development Banking and Financial Institutions Fund will provide financial and
technical assistance, including training, to community development financial
institutions, serve as a national information clearinghouse, and be an institutional
voice for community development. The community development financial institations
that the Community Development Bankinig and Financial Institutions Fund supports
will provide capital, credit, and development services to targeted mnvestment areas or
populations, and will promote economic revitalization and community development.
SEC. 3. DEFINITIONS. |

(a) APPROPRIATE FEDERAL BANKING AGENCY.~Theterm "appropriate Federal
banking agency” has the same meaning given such term in section 3(g) of the Federal
Deposit Insurance Act (12 U.5.C. 1813(q).

() COMMUNITY DEVELOPMENT FINANCIAL INSTITUTION.~The term
“community development financial institution™ means any bank, savings association,
depository institution holding company, credit unjon, micro-enterprise loan fund,

community development corporation, community development revolving loan fund,
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minority-owned or other insured depository institution, or non-depository organiza-
tion thate

(1) has as its primary mission the promotion of community development
through the provision of capital, credit, or development services | in its
investment argas or to targeted populations; and '

(2) emcourages, through representation on its governing board or
otherwise, the input of residents in the investment area or the targeted
populations.

A depository institution bolding company may qualify as a community development
financial institution only if the holding company and its subsidiaries collectively

satisfy the requirements of paragraphs (1) and (2). No subsidiary of a depository

Ainstitution holding company may gqualify as a community development financial

institution if the holding company and its subsidiaries collectively do not meet the
requirements of paragraphs (1) and {2)_. The term "community development financial
institution”™ does not include an agency or instrumentality of the United States or an
agency or instrumentality of any State or political subdivision thereof.

(c) DEPOSITORY INSTITUTION HOLDIRG COMPANY.—The term “depository
instirution holding company® has the same meaning given such term in section 3(w)
of the Federal Deposit Insurance Act (12 U.S.C. 1813(w)).

{d) DEVELOPMENT SERVICES.—The term “development services" means
activities conducted by a community development financial institution that promote
community development by developing, supporting, and strengthening the Iending,
investment, and capacity-building activities undertaken by institutions, including, but
not limited to—

{1) business planning services;
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(2) financial and credit counseling services;

(3) marketing and management assistance; aﬁd

(4) administrative activities associated with lending or investmeqt.

(e) INSURED COMMUNITY DEVELOPMENT FINANCIAL INSTITUTION.—The term
"insured corﬁmum’ty development financial institution” means any community
development financial institution that is an insured depository institution. The term
also includes an insured credit union which has been designated as low-income by the
National Credit Union Administration.

(f) INSURED CREDIT UNION.—The term "insured credit union” has the same
meaning given such term in section 101(7) of the Federal Credit Union Act (12
U.S.C. 1752(7)).

(g) INSURED DEPOSITORY INSTITUTION.—The term “insured depository
institution" bas the same meaning given such term in section 3(c) of the Federal
Deposit Insurance Act (12 U.S.C. 1813(c)).

(b) INVESTMENT AREA.—The term "investment area” means an identifiable
community that -

(1) meets objective criteria of distress, including the number of low-
income families, the extent of poverty, the extent of unemployment, the extent
of unmet credit needs, the degree of availability of basic financial services, the
degree of limited access to capital and credit provided by existing financial
institutions, and other factors that the Fund determines to be appropriate; or

(2) is located in an empowerment zone oOr enterprise community
designated under section 1391 of the Internal Revenue Code of 1986.

(1) QUALIFIED COMMUNITY DEVELOPMENT FINANCIAL INSTITUTION.—The

term "qualified community development financial institution" means a community
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development financial institution that mests the requirements of sections 5(b)(2)
through (8) of this Act.

(i) TARGETED POPULATION.—The term “targeted population” means an
identifiable group of low-income or disadvantaged persons that are underserved by
existing financial institutions.

SEC. 4. ESTABLISHMENT OF NATIONAL FUND FOR COMMUNITY

DEVELOPMENT BANKING.

(a) In GENERAL.—There is created and chartered a body corporate to be
known as the Community Development Banking and Financial Institutions Fund
(referred 1o in this Act as the "Fund”) that shall have the powers and responsibilities
specified by this Act. The Fund shall bave succession until dissolved. The charter
of the Fund may be revised, amended, or modified by Ccmgress at any time. The
offices of the Fund shall be in Washington, D.C.

(b} BOARD OF DIRECTORS.—
(1) IN GENERAL.—The powers and management of the Fund shall be

vesied in a Board of Directors (referred to in this Act as the "Board™), which
shall bave nine members. ‘
(2} MEMBERS.—The members of the Board shall consist of the

following: _

{A)} The Secretary of Agriculture.

(B) The Secretary of Commerce.

(C) The Secretary of Housing and Urban Development.

(D) The Secretary of the Treasury. ‘

(E) The Administrator of the Small Business Administration.

(F) Four private citizens, appointed by the President with the
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advice and consent of the Senate, that collectively—
(i) represent community groups whose constituencies
include low-income persons or residents of investment areas,
(ii) have expertise in the operations and activities of insured
depository institutions, and
(iii) have expertise in community development and lending;
provided that there should not be less than one member from each of the
three categories described in clauses () through (iii) of this subpara-
graph.

(3) CHAIRPERSON,—~The President shall appoint from among the
members of the Board specified in paragraph (2)(F) a chairperson of the
Board, who shall serve at the pleasure of the President for a term of two years.

(4) VICE-CHAIRPERSON.—The President shall appoint from among the
members specified in paragraph (2) a vice-chairperson who will serve as
chairperson in the absence, disabillty, or recusal of the chairperson. The vice-
chairperson shall serve at the pleasure of the President for a term of two years.

(5) TERMS OF APPOINTED MEMBERS.~—

{A) IN GENERAL.—Each member appointed pursuant to paragraph
(2)(F) shall serve at the pleasure of the President for a term of four
years, except as provided in paragraph (5XC).

(BY VACANCIES.—Any member appointed to fill a vacancy
occurring prior to the expiration of the term for which the previous
member was appci.ntéd shall be appointed for the remainder of such
term.  Appointed members may continue to serve following the

expiration of their terms until 2 soccessor is appointed and qualified.
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{C) TERMS.—The tcrm1s of the initia] appointed members shall be
for four years and shall begin on the date each member is appointed,
except that two of the members initially appointed pursuant to paragraph

(2)(F) shall be designated to serve at the pleasure of the President for

five years. '

{6) ACTING OFFICIALS.—In the event of a vacancy or absence of the
individual in any of the offices described in paragraphs (2)(A) through (E), the
official acting in that office shall be a melezbez of the Board.

“(7) AUTHORITY TO DELEGATE .~—Each member of the Board specified in
paragraphs (2)(A) through (E) may designate another official who has been
appointed by the President with the advice and consent of the Senate within the
same agency to serve as a member in his or her stead.

{8) COMPENSATION.—Members of the Board who are otherwise officers
or employees of the United States shall serve without additional compensation
for their duties as members, but shall be reimbursed by the Fund for travel,
per diem, and other necessary expenses incurred in the performance of their
duties, in accordance with sections 5702 and 5703 of title 5, United States
Code. The appointed members of the Board shall be entitled to receive
compensation at the daily equivalent of the rate for a position under Level IV
of the Executive Schedule under section 5315 of title 5, United States Coxde,
and shall be reimbursed by the Fund for travel, per diem, and other necessary
expenses incurred in the performance of their duties, in accordance with
sections $702 and 5703 of title 5, United States Code.

(9) MEETINGS.—The Board shall hold meetings at least quarterly.
Special meetings of the Board may be called by the Chairperson or on the
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written request of three members of the Board. A majority of the members of

the Board in office shall constitute a2 guorum.

{c) OFFICERS AND EMPLOYEES.~~The Board shall appoint a Chief Executive
Officer who will be responsible for the management of the Fund and such other
duties deémed appropriate by the Board. The Board shall appoint a Chief Financial
Officer who shall oversee all of the financial management activities of the Fund. 'I_"hez
Board shall also appoint an Inspector General. The Board may appoint such other
officers and employees of the Fund as the Board determines to be necessary or
appropriate. The Chief Executive Officer, Chief Financial Officer, and up to 3 other
officers of the Fund may be appointed without regard to the provisions of title 5 of
the United States Code governing appoiniments in the Federal service and compensat-
ed without regard to chapter 51 and subchapter I of chapter 53 of title 5§ of the
United States Code, except that the rate of pay for the Chief Executive Officer shall
1ot exceed the rate for a position ungizer Level I of the Executive Schedule under
section 5313 of title S of the United States Code and the rate of pay for the remaining
four officers shall not exceed the rate for a position under Level IV of the Executive
Schedule under section 5315 of title 5 of the United States Code.

{d) GENERAL POWERS.—In carrying out its powers and duties, the Fund—

(1) shall have all necessary and proper powers to carry out its authority
under this Act;

(2) may adopt, alter, and use a corporate seal, which shall be judicially
noticed;

(3) may sue and be sned in its ¢orporate name and complain and defend
in any court of competent jurisdiction:

(4) may adopt, amend, and repeal bylaws, rules, and regulations
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~ governing the manner in which its business may be conducted and shall have

power to make such rules and regulations as may be necessary or appropriate
to implement the provisions of this Act; ,

(5) may enter intoc and perform such agreements, contracts, and
transactions as :ﬁay be deemed necessary or appropriate to the conduct of
Iaativiﬁes authorized under this Act;

(6) may determine the character of and necessity for its expenditures and
the manner in which tﬁey shall be incurred, allowed, and paiﬁ ;

(7) may utilize or employ the services of personnel of any agency or
instrumentality of the United States with the consent of the agency or
instrumentality concerned on a reimbursable or non-reimbursable basis; and

(8) may execute all instruments necessary or appropriate in the exercise
of any of its functions under this Act and may delegate to members of the
Board, to the Chief Executive Qfﬁcer, or the officers of the Fund sach of its
powers and responsibilities as if deems necessary or appropriate for the

administration of the Fund.

" (&) WHOLLY-OWNED GOVERNMENT CORPORATION,~—

(1) The Fund shall be a wholly-owned Government corporation in the
Executive branch and shall be treated in all respects as an agency of the United
States, except 10 the extent this Act provides otherwise.

(2) Section 9101(3) of title 31, United States Code (the Government
Corporation Control Act), is amended—

(A) by redesignating paragraphs (B) through (M) as paragraphs

(C) through (N), respectively; and

(B) by inserting after paragraph (A) the following:
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"(B) the Community Qéveloﬁment Banking '8125 Financial Imstitutions
Fund."; and
(3) Section 9107(b) of title 31, United States Code (the Government

Corporation Control Act), shall not apply to deposits of the Fund made

pursuant to section 7 of this Act.

{f) LIMITATION OF FUND AND FEDERAL LIABILITY ~The liability of the Fund
and of the United States Government arising out of any investment in a community
development financial institution in accordance with this Act shall be limited to the
amount of the investment and the Fund shall be exempt from any assessments and
other liabilities that may be imposed on controlling or principal sharebolders by any

Federal law or the law of any State, Territory, or the District of Columbia. A

community developraent financial institution that receives assistance pursuant to this

Act shall not be deemed to be an agency, department, or instrumentality of the
United States.

(g) PROHIBITION ON ISSUANCE oF SECURITIES.—The Fund may ot issue stock,
bonds, debentures, notes, or other securities.
SEC. 5. APPLICATIONS FOR ASSISTANCE.

(a) FORM AND PROCEDURES.—An application for gssistance under this Act
shall be submitted by an applicant in such form and in gccordance with such
procedures as the Board shall establish, The Board shall publish regulations with
respect to application requirements and procedures not later than 210 days after
enactment of this Act. ,

(b) MINIMUM REQUIREMENTS.—The Board shall require that the application—

(1) demonstrate to the satisfaction of the Board that the applicant is, or

upon the receipt of a charter will be, a community development financial
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institution as defined in section 3(a) of this Act;
(2) demonstrate that the applicant will serve—
{A) a targeted population; or
(B} an area which is an investment area,

(3) in the case of an applicant that has previously received assistance
under this Act, demonstrate that the applicant—

{A) bas successfully carried out its responsibilities under this Act;

{B) has become or is about to become an entity that will not be
dependent upon assistance from the Fund for continued viability; and

{C) will expand its operations into a new investment area, offer
new services, or will increase the volume of its current business;

(4) in the case of a community development financial institution with
existing operations, demonstrate a record of success of serving invesiment
areas or targeted populations;

(5) include a detailed and comprehensive strategic plan for the
organization that containg—

(A) a2 business ;ﬁ‘an of at least five years that demonstrates the
applicant is properly managed and has the capacity to form and operate

a community development financial institution that is, or will become,

an entity that will not be dependent upon assistance from the Fund for

continued ?iability;

(B) a statement that the applicant has, or will have, in its charter
or other governing documents a primary commitment o community
development, or other eévidence of a prior history and a continuing

affirmation of a primary commitment of community development;
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(C) an analysis of the needs of the investment area or targeted
populations and a strategy for how the applicant will attempt to meet
those needs: _

(D) a plan to coordinate use of assistance from the Fund with
existing Federal, government-sponsored enterprise, and State and local
assistance programs, and private sector financial services;

(E) a statement that the proposed activitics of the applicant are
consistent with existing economic, community and housing development
plans adopted by or applicable to the investment area;

(F) a description of how the applicant will affiliate, network, or
otherwise coordinate with a full range of community organizations and
financial institutions which provide, or will provide, capital, credit, or
secondary markets in order to assure that banking, economic develop-
ment, investment, affordable housing, and other related services will be
available within thc_inves.tz?enz area or to targeted populations; and

(G) such other information as the Board deems appropriate for
inclusion in the strategic plan;

(6) demonstrate that the applicant will carry on its activities consistent

with the purposes of this Act within the investment area or with respect to a

targeted population;

(7) include a detailed and specific statement of applicant’s plans and

likely sources of funds to match the amount of assistance from the Fund with
funds from private sources in accordance with the requirements of section 7(d)
of this Act; and ‘

(8} include such other information as the Board may require.
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(c) PRE-APPLICATION OUTREACH PROGRAM.—The Fund shall provide for an
outreach program to identify and provide information to potential applicants and to
increase the capacity of poteptial applicants to meet the application and other
requirements of this Act,

SEC. 6. SELECTION OF INSTITUYIONS,

{a) SELECTION CRITERIA.~The Board shall, in its discretion, select applica-
tions that meet the requirements of section S of this Act and award assistance from
the Fund in accordance with section 7 of this Act. In selecting applications, the
Board shall consider applications based on, but not limited to—

(1) the likelihood of success of the applicant m forming and operating
2 community development financial institution;

(2) the range and comprehensiveness of the capital, credit, and
development services to be provided by the applicant;

(3) the extent of the need, as measured by objective criteria of distress,
within the investment areas of ;taz;geted populations for the types of activities
proposed by the applicant;

(4) the likelihood that the proposed activities will benefit a significant
portion of the investment areas or targeted populations or, in the case of a
community development financial institution with existing operations, evidence
of a record of success in serving investment areas or targeted populations;

(5) the extent to which the applicant will concentrate jts activities on
serving low and very low-income families;

(6) the evidence of the extent of a broad cross-section of support from
the investment areas or targeted populations;

(7) the experience and background of the proposed management team;



L

O W) A B W B

[ S =)
L

13
14
15
16
17
18
19
20
21
22
23

25

14

(8) the amount of legally enforceable commitments available at the time
of application to meet or exceed the matching requirements under section 7(d)
of this Act and the strength of the plan for raising the balance of the match;

{(9) in the case of applicants that have previously received assistance
pursuant to this Act, the extent to which they have met or exceeded their
performance goals; ‘ ‘

(10) the extent to which the proposed activities will expand the employ-
ment base within the investment areas or the targeted populations;

(11) the extent to which the applicant is, or will be, commuﬁity;awned
or community-governed; |

(12) whether the applicant is, or will become, an insured community
development financial institution;

{13} whether the appliéant is, or will be located, in an empowerment
zone or enterprise community desginated under section 1391 of the Internal
Revenue Code of 1986;

(14) in the case of an institution that is not an insured community

-

development financial institution, the extent to which the institution bas or will
have the ability to increase its resources through affiliation with a secondary
market, insured depository institution, or other financial intermediary in order
to multiply the amount of capital or credit available for community develop-
ment,
(15) in the case of an insured depository institution or insured credit
union applicant, whether the insgtitution—
(A) has or will have a substantial affiliation with an entity or

network of entities that are community development financial institu-
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tions; and
(B) has 2 comprehensive plan for providing meaningful financial
assistance to such an entity or network of entities; az;d
~ (16) other factors deemed appropriate by the Board.
(b) GEOGRAPHIC DIVERSITY.—In addition to the above, in making its

‘selections, the Board shall seek to fund a geographically diverse group of applicants,

which shall include applicants from nonmetropolitan and rural areas.

{¢) PUBLICATION REQUIREMENT.—The Board shall publish regulations with
respect to its selection criteria not later than 210 days after the date of enactment of
this Act.

SEC. 7. ASSISTANCE PROVIDED BY THE FUND.

{a) PURPOSE OF ASSISTANCE. =~

(1) The Fund shall work to promote an environment hospitable to
business formation, economic growth, community development, and affordable
bousing in distressed communities. The Fund shall coordinate its activities
with existing Federal and other community and economic development
programs.

(2) Assistance may be provided to an existing qualified community
development financial institution to expand its activities to serve investment
areas or targeted populations not currently served by another qualified
community development financial institution receiving assistance under this
section or to expand the volume of its activities consistent with the purposes
of this Act, orto form a ne;v entity to undertake activities consistent with the
purposes of this Act, or to assist an existing entity to modify its structure or

activities in order to undertake activities consistent with the purposes of this
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_ Act.

(b) TYPES OF ASSISTANCE.—
(1} IN GENERAL.~-The Fund may provide financial assistance to
qualified community development financial institutions through egquity

investments, Ioazés, deposits, membership shares, and grants. The Fund may

also provide technical assistance, incleding training, and grants for technical

assistance to qualified community development financial institutions. The
allocation of awards of assistance between insured and uninsured community
development financial institutions shall be in the discretion of the Board,
provided that due consideration shall be given to the allocation of funds to
insured community development financial institutions,

(2} FINANCIAL ASSISTANCE.—The Fund shall structure financial assis-
tance to a qualified community development financial institution in such a
manner that it does not own more than 50 percent of the equity of such
institution and does not cc_mtrc}‘ﬁ}e operations of such institution. The Fund

will not be deemed to control such institution for the purposes of applicable

- laws. With respect 10 equity investments, the Fund shall bold only transfer-

able, ponvoting investments. Such equity investments may provide for
convertibility to voting stock upon transfer by the Fund.

(3) DerosITS.—Notwithstanding any other provision of law, deposits
made pursuant to this section in qualified insured community development
financial institutions shall not be subject to any requirement for collateral or
security, ,\

{(4) LIMITATIONS ON OBLIGATIONS.—Direct loan obligations may be
incurred only to the extent that appropriations of budget authority to cover
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their costs, as defined in section 502 of the Congressional Budget Act of 1974,
are made in advance.
{¢} PURPOSE OF FINANCIAL ASSISTANCE.—~Financial assistance made available
under this Act may be used by assisted institutions to develop or support— °
{1) commercial facilities that enhance revitalization, community stability,
or job creation and retention efforts;
(2} business creation and expansion efforts that—
(A) create or retain jobs for low-income people;
(B) enhance the availability of products and services to low-
income people; or
(C) create or retain businesses owned by low-income people or
residents of a targeted area;
(3) community facilities that provide benefits to low-income people or
enhance community stahility;
(4} the provision of bas{c financial services to Jow-income people or
residents of a targeted area;
(5) the provision of development services;
(6) bome ownership opportunities that are affordable to low-income
households;
(7) rental housing that is principally affordable to low-income house-
holds; and
(8) other activities deamed appropriate by the Fund.
(d) AMOUNT OF ASSISTANCE.~—The Fund may provide up to $5,000,000 of
assistance per application to any one qualified insured community development

financial institution and up to $2,000,000 per application to any other qualified
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2 set minimum amounts of assistance per institution.

{e) MATCHING REQUIREMENTS wwr

{1) Assistance provided to qualified insured community development
financial institutions, other than deposits or membership shares of $100,000 or
less, technical assistance, or granis for technical assistance, shall be matched
by no less than one dollar of equity, deposits or membership shares for each
dollar provided by the Fund. The Pund shall require a2 match for all other
assistance, the amount and form of which shall be in the discretion of the
Fund; provided that, the Fund shall in no event require assistance provided in
the form of deposits or membership shares of $100,000 or less, technical
assistance, or grants for technical assistance to be matched. The Fund shall
provide no assistance except technical assistance or grants for technical
assistance until a qualified community development financial institution has
secured legally enforceable commuitments for the entire match required.
Assistance may‘ be provided in one lump sum, or over a period of time, as
determined by the Fund.

(2) Assistance shall be matched with funds from sources other than the
Federal Government,
(f) TERMS AND CONDITIONS e

(1) IN GENERAL.—The i:und shall provide assistance authorized under
this Act in such form and subject to such %esirietions as are necessary to ensure
that to the maximum extent ‘practicablw

(A) all assistance granted is used by the qualified community

development financial institution in a manner consistent with the
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purposes of this Act;

(B) qualified community development financial institutions
receiving assistance that are not otherwise regulated by the Federal
government or by a State government are financially and managerially
sound;

(C) assistance results in a net increase, both nationally and in the
local communities in which assistance is provided, in capital, credit, and
development services; and

(D) assistance is provided in a manner that encourages affiliations
and partnerships between insured depository institutions, secondary
markets or other sources of credit or leverage and local organizations
dedicated to community development.

{2) CONSULTATION WITH BANKING REGULATORS.—Prior {0 providing

assistance to a qualified insured community development financial institution,
the Board should consult with the appropriate Federal banking agency or, in

the case of an insured credit union, the National Credit Union Administration.

{3) ASSISTANCE AGREEMENT.—

{A) The Board shall impose restrictions on the use of assistance
through a stock purchase agreement, share purchase agreement, or
through a coniract entered into in consideration for the provision of
assistance,

(B) Such agreement or contract shall require institutions assisted
under this Act to cmﬁply with pcrférmanae goals. The performance
goals shall be negotiated between the Board and each gqualified commu-

nity development financial institution receiving assistance based upon the
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strategic plan submitted pursuant to section AS{b)(S) of this Act. The
performance goals may be renegotiated jointly as necessary or appropri-
ate, subject to subparagraph (C) of this section. Activity levels for
insured community development financial institutions should be
determined by the Board in consultation with the appropriate Federal
banking agency or, in the case of an insured credit union, with the

Nationa! Credit Union Administration.

(C) The agreement or contract shall specify sanctions available to
the Board, in its discretion, in the event of poncompliance with the
purposes of this Act or the terms of the agreement. The sanctions may
include revocation of approval of the application, terminating or
reducing future assistance, requiring repayment of assistance, and
requiring changes to the performance goals imposed pursvant to
subparagraph (B) or to the strategic plan submitted pursvant to section
S5(b)(5) of this Act. In tl;e case of an insured community development
financial institution, the Board shall consult with the appropriate Federal
banking agency or, in the case of an insured ¢redit union, the National
Credit Union Administration, before imposing sanctions pursuant to this
paragraph.

(4) REVIEW At least annually, the Board shall review the performance
of each assisted qualified community development financial institution in
carrying out its strategic plan and performance goals.

(5) REPORTING.—The Board shall require each qualified community
development financial institution receiving assistance to submit an annual

report to the Fund on its activities, its financial condition, its success in
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meeting performance goals, and its compliance with other requirements of this

Act,

{g) AUTHORITY TC SELL EQUITY INVESTMENTS AND LOANS.—The Board shall
have the authority at any time to sell its investments and loans and may,‘ in its
discretion, retain the power to enforce limitations on assistance entered into in
accordance with the requirements of this Act.

(h) NO AUTHORITY TO LIMIT SUPERVISION AND REGULATION.—Nothing in this
Act shall affect any authority of the appropriate Federal banking agency or, in the
case of an insured credit union, the National Credit Union Administration, to
supervise and zcguiate an insured community development financial institution.
SEC. 8. ENCOURAGEMENT OF PRIVATE ENTITIES,

The Board may cause to be incorporated, or encourage the incorporation of,
private non-profit and for-profit entities that will complement the activities of the
Fund in carrying out the purposes of this Act. The purposes of any such entities
shall be limited to investing in and. assisting community development financial
institutions in a manner similar to the activities of the Fund under this Act. Any such
entities shall be managed exclusively by private individuals who are selected in
accordance with the laws of the jurisdiction of incorporation.

SEC. 9. CLEARINGHOUSE FUNCTION.

The Fund shall establish and maintain an information clearingiwusa‘ in
coordination with the Departments of Agriculture, Commerce, and Housing and
Urban Development, the Small Business Administration, other Federal agencies, and
community development financial institutions—

(1) to cause to be collected, compiled, and analyzed information

pertinent to community development financial institutions that will assist in



*~

WV O00 -3 h W B Wk

NM:—-MMHmw—n.mH
e L3O 00 w3 N W e WD R e D

22
23

£

25

- SEC.

22
creating, developing, expanding, ané preserving these institutions; and

(2) to cause to be established a service center for comprehensive
information on financial, technical, and management assistance, case studies
of the activities of community develppment financial institutions, regulations,
and other information that may promote the purposes of this Act.

10. RECORDKEEPING, REPORTS, AND AUDITS.
{a) RECORDKEEPING .~

(1) A qualified community development financial institution receiving
assistance from the Fund shall keep such records as may be reasonably
necessary to disclose the disposition of any as&ist&ng:t under this Act and to
ensure compliance with the requirements of this Act. ‘

(2) The Fund shall bave access, for the purpose of determining
compliance with this Act, to any bocks, documents, papers, and records of a
qualified community development financial institution receiving assistance from
the Fund that are pertinent to assistance received under this Act.

(b) REPORTS.— »

{1) ANNUAL REPORT.~~The Fund shall conduct an annual evaluation of
the activities carried out pursuant to this Act and shall submit a report of its
findings to the President within 120 days of the end of each fiscal year of the
Fund. The report shall include financial statements audited in accordance with
subsection {c).

{2) INSTITUTIONAL VOICE FOR COMMUNITY DEVELOPMENT, s

(A) ONGOING STUDY.~-The Fund shall conduct, or cause to be
- conducted, an ongoing study to identify and evaluate the most effective

and financially sound policies and practices for encouraging investment
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in distressed comumunities, including small business and commercial
lending, business formation and expansion, community and economic
development, commercial real estate and multi-family housing, and
bome mortgages. In addition, the Fund may study, or cause to be
studied, related matters, such as identification of sources of and access
to capital and Joans for community investment; development of
secondary markets for economic and community development, small
business and commercial Ioans;, and home mortgage Inﬁns and invest-
ments; and methods to involve all segments of the financial services
industry in community development.

(B) CONSULTATION.—In the conduct of the study, the Fund shall
consult, or cause consultation with, the Office of the Comptroller of the
Currency, the Federal Deposit Insurance Corporation, the Board of
Governors of the Federal Reserve System, the Federal Housing Finance
Board, the Farm Credit Adrxi&istratimz, the Office of Thrift Supervision,
the National Credit Union Administration, community reinvestment, civil
rights, consumer and financial organizations, and such representatives
of agencies or other pefsons as the Fund may determine.

(C) REPORTS.—Within 270 days after the date of enactment of this
Act, the Fund shall report to the President its initial findings and
recommendations regarding the matters set fofth in subparagraph (A).
Thereafier, the Fund shall report its findings and recommendations to
the President with the annual report required by paragraph (b)(1).

(3) INVESTMENT, GOVERNANCE, AND ROLE OF FUND.--8iXx years

following the date of enactment of this Act, the Fund, in accordance with the



D8 w3 O v B W R e

9

10

11
-
13

i4

15

16

17

18

19

20

21

22

23
o

25

24
procedures described in paragraphs (2)(A) and x($), shall conduct a study
evaluating the structure, governance, and performance of the Fund. The study
shall be submitted to the President. Such study shall include an evaluation of
the overall performance of the Fund in meeting the purposes of this Act and
any recommendations of the Fund for restructuring the Board, altering
procedures under which the Fund is governed, the future role of the Fund in

addressing community development, and the ability of the Fund to become a

private, self-sustaining entity capable of fulfilling the purposes of this Act.

{¢) EXAMINATION AND AUDIT.—The financial statements of the Fund shall be
audited in accordance with section 9105 of titde 31, United States Code, except that
audits required by section 9105(a) of that title shall be performed annually.

SEC. 11. INVESTMENT OF RECEIPTS AND PROCEEDS.

Any dividends on equity investments and proceeds from the disposition of
investments, deposits, or membership shares that are received by the Fund as a result
of assistance provided pursuani to s?gtion 7 of this Act shall be deposited and
accredited to an account of the Fund established to carry out the authorized purposes
of this Act. Upon request of the Chief Executive Officer, the Secretary of the
Treasury sball invest amounts deposited in such account in public debt securities with
maturities suitable to the needs of the Fund, as determined by the Chief Executive
Officer, and bearing interest at rates determined by the Secretary of the Treasury.
taking into consideration current market yields on outstanding marketable obligations
of the United States of comparable maturities. Amounts deposited into the account
and interest earned on such amounts pursuant to this section shall be available to the

Fund until expended.
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SEC. 12. AUTHORIZATION OF APPROPRIATIONS.

(a) IN GENERAL.~—There are authorized 1o be sppropriated to the Fund, to
remain available until expended, $60,000,000 for fiscal year 1994, $104,000,000 for
fiscal year 1995, $107,000,000 for fiscal year 1996, and $111,000,000 for fiscal year
1997, or such greater sums as may be appropriated, to carry out the purposes of the
Act. | |

(b) ADMINISTRATIVE EXPENSES.—The Fund may set aside up to $10,000,000
each fiscal year to pay administrative costs and tﬁ;penses, |
SEC. 13. CONFORMING AMENDMENT,

Section 8E(a)(2) of the Inspector General Act of 1978 (5 U.S.C. app. 3 §
8E(2)(2)) is amended by inserting "the Community Development Banking and
Financial Institutions Fund, " immediately following "the Commodity Futures Trading

Commission,”,



