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UNITED STATES 
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in which the EU will sed; to stop prolifera
tibn ofv.'tlptmS of mass destruction; will 
press Iran to sign anti-terrorism conven
tions; and will refrain from retali;ning,. 
a.gainst American firms. Clearly. American 
energy !lrms would love 10V;! involved in 
han; but it seerns clear Ih<tt the turope<tns. 
plus Russia and Malaysia, are getting waiv
ers from lile rigoul'3of II sanctio!u law thaI 
will remain. . I 

Bcsld~ the adminimmion can hardly 
take domestic support fur granted Con
!:rcss, which has impo1icu s.tn<tions no 
fewer than 61 limes in the past fewyean; on 
regimes that offend it, can hurdly be ex
pected to deal more gently with ltan. First, 
this is an dection ywIr, Seronti Iran has 
been demonised (often with rcason) as an 
exporter oflerroriSID. an Jvov."ed enemy of 
Israel and an aspirant to acquire nudear 
and other weapons of mass destruction: 

I . Community dev~opmen.t 'financeII' 
Banking on~he poor 
HOI\f~ ...,....ru........ 

1 
lhe Clioton administration has poured millions ofdaUars ioto community 
financial institutions. Has it been moneyweU spent? 

A CROSS the meet from a disuw.:ffactory 
fi in the hear! of North Pi",iladelphitl. a 
few blocks from some of the WDm I,ltb.an 
decay in America,. is a sight 10 make Bill 
Clinton'$he3t1 beat :alittJe fa~!cr.Sprawlcd 
comentedly on plas1k mats 'and i:O~'"tte:d 
wiih lightblanltcts. more than' loo(:hildrcn 
arc taking their midd",y nap. Bri~t y<:l1ow 
·partitions divide ,hem into differem age 
groups. The inanls have tolS; the prt
scltoolcrs share a computer, A milk-<:ooier 
hums in the corridor; there is· no television 
in the place. 

wilness.say thesuspidous, 1n.eBushehr nu· 
clear reuctof bdng buih with Russian help 
on the Gulf coast. 

On June 2)rd, Pn;.ddenl Clinton an
nounced Ihat he was vetoing legislation 
which would impose :t.lnclionS 00 stJ.ppli~ 

-en ofmissile te<hnoIOl!J' iO lran. The presi· 
dent'S argument was that the bill would 
"make it morediffiwlt"lodca! with Russia 
ona rangeofissucs. and docs nO( refie;;llhe 
progress made by Russia "to sever links be
tween Russian entiJies and 1410';; ballistic 
missile programme~, Mr Clinton may be 
right.OOi the fJCI i~ thai the bill was passed 
in the t10use by 392 VQtes to z:t J,lnd in the 
Senateby90 voteS to 4. [fhe wants his '.'eto 
tosticlt..he.wil! have to produceconvinclng 
evidence ihat hehas found a better wily toa 
better iran, And, as he knOW!! on I)' 100 we!l. 
drawing-maps in the Middle East is fat 
from easy. 

• 

"reated the CDFI fuM. housed in the Trea
sury Department, wilh an authorisation to 
spend $}81,ffi over fourycarSQfl Cmos and 
on banks: that invested in them. 

The ugly Ih:ronym rovers a swarm of 
different instiunions-inc1uding commu
nity credit unions, loan fqnds and 
micmnnance funds-whose goal is to pro
vide credit and capital 10 poor people who 
lack ac~ to ronvtntiona.! financial set
vices, such as banks. These instirutions are 
gener.a:lly unregulated, and are often non
profit organisations whose origins lie With 

("burch groups, Priv,l1e investors, fuunda· 
tions.. banks-and now the federal govern
ment-lend Ihc COFIS money at below
market rates, or put in gt1lnt Ot equity 
finance, which IS then Im-"C$-tcrt Most CDJ'!S 
have concentrated on financing ]nw·in
come hou~ing; mhers. provide consumer 
credit (see box) or, imreasingly, inv.f::'.t in 
businesses in poor districts.. 

Delaware Valley is oneofthe larger and 
more dynamic COBS. Run by Jerem)o' No
wak. an indefilligahle rormer community 
organiscr, with the help of several gradu· 
at\!."i from Wharton business school, it has 
become an important for(c in Phil>ldeJ.. 
phia's poore( communities. Since 1985 it 
has: invesled more than $90m, leveraging a 
funher $2som, which has financed 3,000 

units of low-income housing and (reated 
(orpresetved)S,ooo jobs..The investment in 
AIleg..l)eny Child Care comes from its new 
vcnture-ea.pital fund, 

Few CDfJS are liS big as ,hat but-nfter 
chugging along fur demdes-these uncon
vemional fin.:mciers have boomed in the 
1990S. thanks io large part 10 the publicity 
generated by the Ointon administralion. 
Sintt they mostly escape regulation, no OTIC 

KOO\\o'S exactly how manyCDf'IS therear<: Of 

how mueh money they control Mark 
Pinsky, head Oflhc National Community 
Capital As$OCiation, the biggel association 
of crDIS, reckons there are aboUl 350 such 
organisalions in the country, with between 
$z billion and $3 bil1i-on in c.;pitar avail
able fur lending. Hisown members' capitaJ 
has grown byalmos! <W% a year during the 
199os.. 

Measured agaimt a $23 trillion finan
cial services induStry, these numbers are 
paltry. But in an era ofb.:mk conrolidal1on 
and dramatic change in federal so.;:ialllSSis
I')nee, CDI'tS do an impon3nr job in par 
viding finaru:c fur projects in poor- ;lr!.';O~ 
That, at least. is the opinion ofMr din/on 

This is. the North Broad Street and his treasucy secrecary, Robert 
branch of the AUegheny Child care Rubin. And, in theory, federal fi· 
Atlldemy, a warkiing new day-e:arc nancing fur ams makes 1'1 lot of 
cemre ror 130 children, 97%o(whose .sense. Instead of creating big new 
mothers un: on welfaro-to-work prcr government programmes and pm
grammes. It is Oite of six new con;. jects. federal !nom.'Y lOpS up private 
mercial child-care centres in Phila channels. This cuts burcautncy and 
delphia, Dwned by an entreprcneur W<J.stc. and can ensure (though not 
from Pittsburgh (where there are infallibly) that public capital is effi· 
more such cenircs1 and fina·ntrti by ciently allocattrl among die deserv
venture capitalists together with the ing. 
Delaware Vfll1ey ReinVestment Unfurtunately, the eFDl (und'~ 
fund, Philadelphia's biggest com rcpUl<ltlOtI in Wiilhington i-:o: less 
mun itydevelopment finanoal insti sparkling,A big $hare Ofil$ fin! fund
Wlton (elm). ing mund in 1996 went to organisa

com are the latest fashion in tiOns connc(too with South Shore 
America's ei'fur1s to fight rural and Bank, a community lender (though 
urban ~rty. In 1997. candidate also it fully regulated bank) wilh 

• aiman vowed to spend $1 billion close ties to Hlllary Clinton. Spencer .1 
creating tOO community lenders. In Bachus, it Republi<an congressman I 
office, he decided a bettf.l" approach who leads the congressional sub
WllS to financeexisting a$wcl! as new committee ihal oversees the [\Ind, 
COf'{S, Bfp;1rtisan legislation in 1994 smelt it political fal and qultkly 00. 
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gan to investigalt!. . , 
Hif.. findings, first publicised last ~r 

and formal:ypublished this month, do not 
make prelty reading, Although there is no 

'teal evidence of\Xriilically motivated lend~ 
iog {and in the industty few q~jbble with 
the cho:ce of institutions that meived 
money~ the CDn fund jn ltsearfyyears was 
wasteful. polilically na;vc and,at !imc..~, in
competent, Too mueh moneywasspem on 
high-powered U)nsultatlls: there were in
adequate mords ofwhy paniwlar' CDrl5 
were financed; and. most egregiously, se, 
nior C!m people tried to cover their ttacks 
by adding (undated) memo;; to their files 
JUSt before congressiolUll statIm: came to 
foolcatthetn. 

AU this has' now changed. The COFl 
fund is under new managt:mmt and is 
working hard 10 sort itsdfout SOfar, it has 
invesled $n6m in 81 CDm and $}om in 
92 banks dut lend to them. and iscurrently 
assessing 245 applications fur this year (:it 
will hand out about S4om~ AldlOUgh its 
reputation is tarnished. particulllrly 
among some Republicans, the fund will al
most certainly get its appropriation from 
Congress lhis year, though probably not as 
much AS the adminis1ration woo1d like. (It 
has received $2.lsm since t995 lind is ask~ 
ing for $12Stn this year:; much meaner pn>
posals are now being mooted in vafiou~ 
congressional committees.) 

A Oil less ;;ash might not be such a bad 
Ihi ng. One of the biggest cmngersCDFls fuee 
is excessively rapid growlh, Delaware Val
ley h:t~ doubled its lend:ng In the pa'~1 two 
year;. Many olhers are growing lit similar 
rateS. Mr Pinsky hopes that coru can be
rome a $25 billion industry wilhin II de
Uide. For small CDns. in p:micu!ar, ~ucb 
massive expansion can be dangerous.. In· 
vesting in poor areas is a time-ronsuming, 
labour-intens:ve business, 111ld most COFIS 

are small players. Many have Ilt'Vtr been 
through a rw!SSion.A~ with aU banh,l00 
much easy money too quickly will soon 
spell ood investments. 

Atlocher risk is that ('.DFlS may become 
caught up in a knot of federal regulations. 
Some oversighf is necessary, to m:lke sure 
public money is not misused BUI Ih(: 
CDFlS' strength tooay lies in their diVersity 
and independence. 11 would be a pity if 
they becllme JUSt another ~ovemment pro
gramme for the p;x>r_ ; 

the biggcst danger is dtnhed 
i 10 Mr CHmon ('nlhllS

communitybaliks, and it is easy 
asa Great New Panacea fordis· 

are not: ThS; 
the II· 
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Credit in the hollows 

I N DENIM dungarees and a blue b3se
bal! atp, with welL·wom work boo\s 

on his fCCI, Steve Neeley is as solid as the 
Appalachian hiBs among which he lives. 
He drives a pick-up truck, lives in a 7(}' 
foot mobile borne with hi'S n-ycar-<lld 
daughter, and works fur $640 tin hour at 
a woodcraft plant in Jackson County. 

He is al:so one of thc most stalwart 
members of 'he Central Appalachian 
people's Federal ered1! Un!!}n (APFcu1 a 
financial il\stltUlion set up to serve the 

_	poor of Appalachia Over lhe yean; Mr 
Neeleir«kons he has [x)rrowed $1l'J.ooo 
from rhe credit union: his most recent 
loan, for $350, was 10 repair his lractor 
aod buy a side of beef fur the ITeel,e(. 

The APFCU. which received $515.000 
from the COB fund in 1997, is (he only 
credit union spetificaHy designed to 
help Appalachill's poor. It provides con- . 
sumer and some mortgage lending (0 

oneofAmerica'smost distressed ruraJ af
e~$. ]aek.'iOn County. where Mr Neell,.'Y 
liytS, has a 38% poverty rate. Its typical 
family intome is less than half the na· 
tional average. A;mO$t half of the credit 
union's members eam less than $1,000 
grOSS 3 mondl; 12% earn less than $500. 
The average loon in 1997 was ju~t over 
14,000 {usua[]y to )Xly fur a car~ (xu 
many are much smaller. Jim Roland, 
head of the c.redit union's Jac.kson 
Oxtmy branch, recently lent a coupJe 
$115 to pay theirclCC1ricitybill. 

Making loans of thiHi:re to poor pe0
ple is an expensive and risky business. 
Thccrcdh union writes off'about lA%of 

Borl~weevil trouble 

Jes' a-Iookin' for 
a home 

I N THE rairHhirsty cotton fields af cen
twl Louisiana, a series of green plastic 

cones, hoisted on poies, stand among this: 
sea&On's newly planted shoots. They are 
traps. marking the sites where state offici:lls 
check the progress of their liltcs! pesHan" 
trol progrnmme: it chemical massacre of 
the boll weevil, Ifall goes well, the traps will 
also mark the end of an era: the final defeat 
oflbe mightiest insect around. 

Whcn it comes to deslruClion, nothing 
compares to the weevil, width hopp«:i 
from Mexico toTexas in 1R9z,nnd into lou-. 
i5ianll soon aftcr that. Wilh Its protruding 
snout and s!unted w:nli5\ the bol! v.'fi!V:i1 

its loons a year, a much higher rate than 
the inous.tly's average (though not so 
mw::h higher than the wrilN}ff on, say, 
erWLl c:lrds} Its administrative costs and 
spre,adsare bigger than those ofol'(!inary 
banh But it reaches people whom those 
banks largely ignore. leaclling them 
abom managing money. encout:lginil 
them to save, and keeping them from 
fulling lOr the loan mam and finanee 
companies Ih~t are often the only other 
sourceofcrcdit.lnAppalachi~, that is no 
mean achievement. " 

TheAPFCU Wt'l pay herbills" . 

1 

I
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looks part beetle, part aardvark, and has no 
natura! enemies in the American South. As 
1t worked its way slowly across the region, 
ravaging cotton fields and ruining oot\on 
farmers. il radlcallychanged the economy. 

11 bnJJ.:ght a diversification of crops. 
helped the sludyof pesticides, tlnd sPeeded 
the northward migration af black farm 
workers. Cotton. though hurt, survived: it is 
still one of lDaisian~'s chief agr:cullural 
products, second in value only to timber. 
But many fannefli kmg ago«mvenro their 
fields to safer. ItsS lucrative crops, such as 
soyabeans and wm· And. thanks to the 
weevil, the 5,QOO state futmers .,.,'ho stlll 
produte muon must drench thcir fides 
with chemicals up to 20 times each year. 

For decades, the federal government 
has studied the [x)1l weevil, hoping to de J 
stroy iI, 10 the [ate 19705, researchers un
veiled a fivt:·year programme tlmt actually :1 
seems \0 work. It has the ambitious title of " Boll weevil Eradieai:on. 11;<> ....eapon is a 



HIGHUGIITS or COFI PROPOSAL 

CREATlON Of FUI\1)IGOVERNANCE A Fund wiU be ",•••ed to provide assi.tane< to 
comnn:niry development fmanclal institutions (CDFls} A corporate board of directors to establish 
policy will include lhe Secretaries of HUD, Treasury, Commerce. Agriculture, and the Administrator 
of the Small Business Adminlstralion and individuals appoin1ed by the President wbo eolledively 
represent community groups and have eXpel'tise in community deveJopment lending and commercial 
banking. A CEO appointed by the board will manage the Fund. 

FUj',1) A fULL RANGE OF COFls. All types of existing and new COfls will be eligible for 
assistance, e.g., Communi!), Development Banks. Community Development Credit Unions, Revolving 
Uta" Funds. Micro-Loan funck;, Minority-Q\\-'ned Banks, and Community Development Corporations. 
:No set aside of funds is alloned for anyone type of cDFl, 

, , 

MlSSJON. To be eligible for as.<:;;istance. a CDA must have a primary mission of lending 10 and 
developing an underserved :tllIgct area or population that is Jow income or disadvantaged. All CDFls 
must present a strategic pl~n in thei: applicalion which cleatly states how they wiD meel the economic 
de'\:e1opmenl needs of their targeted communities. 

t'O~-FEDER.\L MATCH, A minimum of 1 to 1 match for investment in insured depoSitory CDFJs 
will be required. For invesrment in other CDns., .a m<:llch will be required but the amount is Jeft the 
discretion of the Fund. Tedmical assislanc:e to any COF) from the Fund will not require a match. 

TYPES OF ASSISTANCE. The types of assistance provided by the Fund will include capital and 
technical and ::-a~:,.jnb ilssistance, with the specific aDocations of types of assistance left 10 the 
discretion of Ihe Fund. 

CRlTERlA FOR REC£I\'ING ASSISTANCE. Three key criteria for rect:ivrng assistance from the 
fund are. 0) Community Representation -- the extent of community involvement in the CDA; (2) 
Communi!} Lending -- the extent of community financing and lending that will result from federal 
support: 0) Promotion of Stir-sustaining Institutions -- the likelihood of becoming self-sustaining. 

Ll\1JTS O~ ASS1STA~CK Each inslJred depository CDfi can receive It maximum of 55 million in 
aSl>iSlance. while assislance to other type~ of CDFJs \\"W be capped af S2 million per application, 

, 

! 


FC~1)I~G. The initiative will be funded at 5:382 million over four years or such greater sumS as may 
be appropriated. which wilJ erlable Ihe President to meet bis goal of creating a network of 100 or more 
CD Banks and CDFls, In addition. Ihe Fund win be authorized to incorporate private entities that can 
receive <:omtir.utions and investments from the private seclor (0 support CDFls. AU private funds will 
be entirely off of Ihe federal budget. 

SAfETY A,"'\D SOUNDNESS. All insured depository COFfs are SUbject 10 the Jaws and reguJa1ions 
set forth by Congress and the banklng regulators. No separate system of regulafion 01 banking will be 
created, 

CL[."RJ~GHOL'SE_ Th~ Fund will establish an information and service network in order 10 help 
CDfh provide communj~ and economic development assistance. ,, 
ESTI~t4.TED lMPACT. Accounting for the leveraging capaNHly of CDFls. Treasury conservatively 
estima!es that between tt and $2.5 bi1lion in new credit will be made availabJe for low- and 
mooerarc- income communilies and the iniliali\'e will create bet\l.'-een 40,000 and SO,{X)() new jobs., 



PROBLEMS FACED BY CREDIT-DEPRJ\'ED RURAL AND URBAN COMMU~TI'IES 

Jr"-IADEQUATE BASIC BA.J'l'KlNG SERVJCES. Millions of poOr Americans have no access to nor 
relationship with a bank Wi,houl easy access 10 a checking or savings account, they arc: forced to 
deal witl: cash-checking op,crations ilial <barge an exorbitan! fee for a simple service. Between 1971 
and 1989. the number of banks in low-income areas shrank by 10% relative; to high-income areas; 
thriti institutions in low-income and in mostly minority areas shrank by nearly one-third relative to 
population; and the number of loan and mortgage companies in low-incomt' areas shrank by nearly 
half. At the same time tbe numbers of these mainstream financial institulions grew by 10 to 20% in 
more affluent areas while the number of ched;-cashing companies in Jow-income areas more than 
tripled (going from .22 per 10,000 people in low-income areas in 197110 .73 in 1989). 

NO LOAl'S fOR SMALL BORROWERS, Most commercial lenders shun low-income 
communities because small loans have higher transaction costs and lowtT profit margins. and require 
more labor am:.! attention. if not mQre risk. A recent Fe~taJ Reserve Board study bas shown that 
banks are the most important source for nearly every finandal product for smaIl- and medium- sized 
business. A recent National Small Business United Survey found thaI banks are the primary source of 
long-term capital for small businesses and the primary source of start-up capital aside from personal 
capi1al. VeL a W("lods(('<Ck. Inslirule Study of the Chicago banklng market found thai large banks and 
ban\.;s localed in the downtown area were more likeJy to lend in the suburbs and downtown area, wbiJe 
banks located in neighborhoods were more likely t("l lend in those neighborhoods. 

LACK OF EXPERTISE A,\lONG LENDERS. Lending in distressed commonities, particularly for 
small business, can be complicated. 11 <:an require specialized undeNlriting expertise and knowledge. 
credit products, SUh5idic!>, and secondary markets. 

LACK OF ACCESS TO TECHNICAL INFORMATION AMONG BORROWERS, Small 
bUSinesses, particularly lhose in dislre~ed areas where commercial Jende~ are ab~nl, often find no 
place to rum for essential counseling and information in the basks of small business management, 
including accounting. borrowing, managing and repaying money, 

DISCRJ,\U"ATIO" AND REDLlNING, The Home Mortgage Disclosure Act (HMDA) data for 
1998 showed subsla!'Jtially higher Joan denial rates for minorilles than for while applicants. A 1992 
fedcral Reserve Bank of Boston study found thai black and Hispanic applicants in Bosion were 60% 
more likely 10 be turned down than while applicants with similar financial, employment, and 
neighborhood c:haracterislics. A rcccnt General A«o\lnling Office study revealed that the number of 
mortgage loans purchased by Fannie Mae and Freddie Mac per homeowner declines as the percentage 
of minorities in loe neighborhood increases. Anecdotal and otber evidence suggesls that the situation 
h. even WOt~ for commercial and consumer loans. A recent 'Woodslock InSiltule study of business 
lending in the Chicago area found thai two-thirds of aU commercial loan dollars wcnt to the more 
prosperous sut'lurbs and that CQmmerciai loan dollars that remained in the city w¢:re highly 
concent~a1Cd in or near thc central business district. 

SHORTAGE OF CREDIT A,D CAPITAL, Th' uomet demand for credit and capital in POOf 
comm\lnjlie~ is therefore substantial. The Tr~ury Department estimates that the unmet credll needs 
in low-income American communities ate on th¢: order of SIS binion. In too many low- and 
moderate-income neighborhoods, loans are unavailable for even the most credit-worthy housing and 
busines~ purposes. Economic reyitaiization caMOI take root in these: communities where good risks 
and sound businesses cannot get Joans. 
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COMMUNITY DEVELOPMEI>T flNA"IClAL INSnnJnONS lIfld 


COMMU~TIY REI"IVESTMENT ACT ltEFORM 


Presldenl Clinton is committed to making more credil available to unleash tbe private sector 
and creale jobs in all American communities.. His push for real deficit reduction that will lower 
interest raies, his championing of tax incentives like increased expensing thai reward smal1 business 
investment. and his March 10 announcement of:8 deregulatory initiative to reduce the credit crunch 
felt by small businesses are all a part of that commitment Yet more is needed to ensure thai this' 
commitmenl reaches comm,llnities where credit deprivation is particularly aCllt~, 

, 

Across the country, many rural and urban communities ate starved for affordable credit. 
capi!al, and basic banking ~r...ices, Millions of Americans in Jow- and moderate-income 
neighborhonds have no bank where they can cash a check, borrow money to buy a home, or get a 
small loan to stan a business or keep one going. 

Duri.,g lhe campaign. then-candidate Clinlon offered three approacbes to help empower people 
and businesses L'l under!.er\'ed areas to join the economic mainstream: community development banks, 
refo:ming Communit}' ReiPvestment Acl enforcement, and micro-enterprise Joan funds. Today the 
President announces two iniliali\'es 10 begin implementing those corrunjtmenK Building a networl.: of 
communi;;,' de~'e1opmenl hanks and financial institutions (CDFJs), including micro-enlerprise Joan 
funds, and moving to 11 pcriormance-based Community Reinvestment Act (eRA) system tbat will 
focus on results rather than process an'd paperwork will catalyze both communities and the mainstream 
banking seCfor TO Invest in people and businesses iT. low- and moderate-income neighborhoods. 

Thes.e new appmaches use the private sector to heJp communities grow from the bottom up - 
with more opportunity, n01 more bureaucracy, 

1. GROWI:-tG THE CD BA.."K INDUSTRY: The Prcsidenrs propos.al calls. tor a 
CommuniI'!' Development Banking and FL')Atlciai Instjtutions Fund tbat will invest in a national 
network of CD Banks and CDfis which have a primary mission of community development, 
lending. equi:y inve~!ment, and loan counseling services in distressed. underservtd 
communities. The Fund will promote the con industry by serving as an information 
cJearingh0uSt and provide aSSistance to CDFls in Ibe form of capital, grants. deposits. or 
technical services, Capital assistance will serve oni), as as. seed capitaJ that must be matched 
with private funds' All types. of new and exisling CDFls will be eligible for assistance. 
including community development banks and credit unions, micm-enterprise and revolving 
loan funds, MlnoritY-(lwned banks and conununity development corporations. With 5382 
mmion over 4 years, and a maximum of be;v.·een $2 and S5 millinn awarded per application. 
the President will meet his pJedge of creating a networ" of 100 CD Banks and CURs. 

l, REQUlRI"IG PERFORMANCE NOT PAPERWORK FROM BANKS: Low- and 
moderate-income communities and people will neVet have full economic opportunity without 
the involvement and investmenf of major banks. The Communit}' Reinvestment Act of 1977 
requires hanks and thrifts 10 meet the credil needs of the entire community in which they do 
business. )'el, lhe: C\,irren! syS1em has focused too much on documentation and nOI enough on 
lending performance. The President has requested the four bank regulators. by January 1. 
1994, to issue new regulations for eRA enforcement that will grade performance hased upon 
actual lending and.banking services 10 low- and moderale-income people. 

http:propos.al


HIGHLIGHTS Of COMMUNITY REINVESTMElI<. ACT REFORM 
I 

I 


The: Community Reinvestment Act (eRA), enacted in 1977, requires banks and thrifts 
to help meet the credit needs of the communities in which they do business. In reccnt years, 
this statute has come to play an increasingly important role: in making credit opportunities 
a'\'ailable to underservcd ~communities. both urban and rural, across America. 

! 
But despite its sticcesses, the Community Reinvestment Act's true potential remains 

unrealized, Its implementation has focused too much On documentation and not enough on 
actual lending performance, Banks complain about excessive paperwork and inconsistent 
implementation of the law, Community groups complain that their communities remain 
unserved, and that eRA ,evaluations often fail to reflect actual community reinvestment 
activities. 

By giving OUf banks and thrifts clearer gujdance as to how the regulatory agencies will 
(\,aluate performance under tbe Communit)' Reinvestmenl ACI, we can reduce the- need for 
rneani:1gJes5 documentation, By focusing thaI guidance on the provisjon of real investmenrs 
and scn'ices, we can increase support to communilieS tbat need it. 

Therefore, the President is requesting the banking regulators ~- the Office of the 
Comptroller of the Currency, the Office of Thrift Supt-Tvision, the Federal Reserve Board. the 
Federal De-posi! lnsurance Corporation -- 10 take the fonowing aaions: 

• 	 Reform CR4 Enforcement by January 1, 1994 -- In consultation with the 
banking industry, the tbrift industry, congressional leaders, and community 
gro'Jps across the country, work together 10 rdorm CRA. enforcement system 
"by developing new regulations and procedures that replace papt-rwork and 
uncertainty with vealer performance, dar it)' and obj~ctivity; 

• 	 Train a Corps of eRA Examiners -- Develop a well-trained corps of regulators 
who specialize in eRA examiniat,ons; 

• 	 Implement More Effecth'e SanctioDs -- Institute more effective sanctions 
against banks and thrifts with consistently poor performance; 

• 	 D<"eJop More Objective, Performance-Based CRA Assessment Standards 
-- Reform CRA standards 10 focus on more Objective, performance-based 
criteria that will minimize the compliance burden on financial institutions while 
slimuialins impro\'cd eRA performance. These new standards might 
appropriately focus on three types of community reinvestment activities: (1) 
Lending to Iow- and moderate-income indivlduals and neighborhoods, small 
businesses, and small firms; (2) investments in iow- and moderate-income 
neighborhoods; {3} provision of banking services 10 residents of low- and 
moderate-income neighborhoods, , 



THE COMMcNITl' DEVELOPMENT BANKING ThllU!ITRY 

Many enterprising communities bave come up with their own ways Co fiJI the void in 
conummity de1.:elopment and banking services and serve liS a catalyst for the economic tevitaHzaHon of 
the cornmunilies the)' serve A variety of promising alternatives are under way around the country. 

COMMUNITY DE\'ELOPME1'oT BANKS (CDBs) are federally insured and regulated depesitory 
institutions. thal exist specifically to provide capital to rebuild lower-income communities. South 
Shore Bank in Chjcago, Elk Hom Bank and Trust in Arkansa&, and Community Capital Bank in 
Brooklyn offer a comprehensive range of assistance to the communities they serve, Thtough for
profil and non-profit aff"Lliate~ they provide basic deposit, saving, checking. and consumer and 
mOr1gage lending s.ervices;lventure capital for small business; mkroenterprise loans; and technical 
assistance. They also develop rental and cooperati....e housing for low-income residents and 
commercial real estate for small businesses, Three such integrated. fuli-service .community 
development bank holding companies have emerged over the l~' twenty years, 

COM\W:>ITY DE\"ELOPME~T CREDIT U~IONS (CDCUs) ate regulated financial cooperatives 
owned and operated b}' lower-income persons to serve the deposit, chetk-cashlng. and small 
consumei loan needs 01 their members, A growing number of CDCUs are making developmen1 loans 
for s."nalJ t-.usines.s expansion and Man-up. Like CDBs, CDCUs can offer federaJ deposit insurance up 
10 $100,000, The largest <!:DCU is the Self..·Help Credii Union in North Carolina, With more than 
$40 million in as.sets, it is second only in size to South Shore Bank among community lending 
ins!itutlons. Uke Shore Sank. Self-Heip is part of a larger holding company that indudes 
independent. nor.-depository affiliates thal pro\'ide venture capital, de\'elopmen! loans, and lecbnical 
assllance There are over 100 CDCUs across 111e nation, One 1he newest was chartered in South 
Cenlral ws Angeles last No\'ember. 

CO~IM\,~lTr DEVEL.oPMEJH CORPORATIONS (CDC,). Over 1000 CDC, have been cre.t,d 
by cjYlc and commur.ity groups, local or Slale deyeiopmcnt aUlhorilies. and banks to pro\'ide small 
business or micro-enlerprise lending, large community dcvclopment projects. or affordable hOlJsing. 
Their sources of tapiull and loam, include other banks, federal smatl busine-ss and housing programs, 
lClcaJ corporations and fNmda.tions, and major national assistance corporations such as USC Of 
Enterprise. 

CO~I~ll~ITr DE\"EL.oPME;\'T LOAN FUNDS (CDLF,). Scores of CDLF" both for-profj. and 
non-profit. aggregate capital and conlributions from socially conscious banks, investor&. and 
foundations to provide equH,., bridge loans, Of below-market financing for affordable housing, 
revitalization of relail sIOfe~, or small businesses in distressed communities.. 

COMMUNITY DEYELOPMENT INTERMEDIARIES" A number of state and Io<:al government" 
community groups, and fmandal consonia provide specialized services lhat ifni; corrununlties, COBs.. 
and CDFls to mainstream banking. credit, capilal, and government insurance and subsidy programs 
and secondary markets. These intermediaries underwrile, guarantee, Of repackage loans 10 credit
worthy businesses and indiyiduals in distressed areas. 

CO~I\IU7'ITI' REI7'\"ESTMENT BY MAINSTREAM BA,"KS, Several mainstream commercial 
banks. and thrifts. ba\'e hegun to increase their aclhifies in distressed communties. Some have formed 
loan consor1ia. l<lan loss re~r\'e funds; and community lending networks.; others provide capilal, loans, 
or conHibutions to lhe community development instilutions de~ibtd above. 



THE WHITE HOUSE 


WASHINGTON 


July 15, 1.993 

MEMORANDUM FOR: 	 THE HONORl;8LE EUGENE ALLAN LUDWIG 
COMPTROLLER OF THE CURRENCY 

THE HONORl;8LE J\NDREW C. HOVE 
ACTING CHAIRPERSON 
FEDERAL DEPOSIT INSURANCE CORPORATION 

THE HONORl;8LE ALAN GREENSPAN 
CHAIR, BOARD OF GOVERNORS 
FEDERAL RESERVE SYSTEM 

THE HONORABLE JONATHAN FIECHTER 
ACTING DIRECTOR 
OFFICE OF THRIFT SUPERVISION 

The Co-mmunlty Reinvestment Act ("eRA") 1 enacted in 1977, 
requires banks and thrifts to help meet the credit needs of 
the communities in which they do business. In recent years, 
the statute has come to play an increasingly important role in 
making credit opportunities available to underserved communities 
both urban and rural, across America. 

Despite its successes, I believe the CRA's full potential 
remains unrealized. Its implementation has focused too 
much on documentation and, process, and not enough on actual 
performance~ Banks complain about excessive paperwork and 
inconsistent implementation of the law. Community groups 
complain that their communities remain unserved, and the CRA 
evaluations often fail to reflect actual community reinvestment 
activities. 

We can do better. By giving our banks and thrifts clearer 
guidance as to how the regulatory aqencies will evaluate CRA 
performance, we can eliminate much meaninqless documentation 
and improve consistency in eRA enforcement~ By focusing that 
guidance on the provision of real investment and services, we 
can increase s~pport to communities that need it. 
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eRA evaluations cannot be totally objective~ A system 
too inflexible to recognize the real differences among the 
circumstances in which our banks and thrifts operate WOUld 
poorly serve both our financial system and our communities~ 
The system we have today leaves great room for improvement - 
improvement that would serve both cOllIlllunities 'and financial 
institutions. 

Accordingly, I am writing to'make four requests. First, I 
ask your agencies -- in close consultation with the bankinq 
industry I the thrift industry, oongressional leaders, and 
community groups across the country -- to work together to 
reform the eRA enforcement system by developing new regulations 
and, procedures that replace paperwork and uncertainty with 
greater performance, clarity, and objectivity. Second t I 
ask that you seek to complete this effort by January 1, 1994. 
Third, .that you develop a well-trained corps of regulators 
who specialize'in CRA examinations. Finally, I ask that, in 
undertaking this effort, you work to promote consistency and 
even-handedness, improve public CRA performance evaluations, 
institute more effective sanctions against banks and thrifts 
with consistently poor performanoe, and, most significantly,
develop and set forth more objective, performance-basad,
eRA assessment standards that minimize the compliance burden 
on financial institutions while stimulating improved CRA 
performance. The new standards might appropriately focus 
on three types of community reinvestment activities in both 
urban and rural areas; 

• 	 Lending to low- and moderate-income individuals and 
neighborhoods, small businesses, and small farms; 

Investments in low- and moderate-income ne~9hborhoods; 

Provision of banking services to residents of low- and 
moderate-income neighborhoods~ 

By refocusing the CRA enforcement system in this manner, 
I believe we can reduce confusion and uncertainty in CRA 
evaluations, increase access to lending and banking services 
and recapture the true spirit and purpose of the Community 
Reinvestment Act. 



THE WHITE HOUSE 

WASHINGTON 

July 15, 1993 

ANNOUNCEMENT OF 
PRESIDENT CLINTON'S COMMUNITY DEVELOPMtNT BANKING PROPOSAL 

!'.::~ 

COMMUNITY REINVESTMENT ACT REFORM INITIATIVE 

I. 	 Opening Remarks and Introduction of Tim Bazemore by 
Vice President Gore 

II. 	 Descriptions by Tim Bazemore, Beverly Ross, and Joseph 
Holland of their successes in building small community-based 
.enterprises ,; 

III. 	President's,Remarks 
, 
, 

IV. 	 The Need for the President's Community Reinvestment Act 
(eRA) Reform Initiative and Community Development Financial 
Institution ,Legislation. 

- Hugh McColl, Chairman, NationsBank 

- Irvin Henderson, Chairman, Nat'l Community 
Reinvestment Coalition and President, Gateway 
Community Deve~bpment Corp., Henderson, NC , 

- Ron Gryzwinski, founder, South Shore Bank, 
Chicago, IL 

V. Concluding Remarks The President 
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U.S. SENATE COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS: WASHINGTON, D.C. 20510·6075 

FOR IMMEDIATE RELEASE CONTACT: Tammy Boyer 
July 15, 1993 2021224-9208 

RIEGLE APPLAUDS PRESIDENT'S COMMUNITY DEVELOPMENT PLAN 

WASHINGTON, D.C. - Statement of Senator Donald W. Riegle, Jr. On 
President Clinton's Community Development Lending Initiatives: 

"I applaud the President for proposing two bold initiatives to promote access to capital 
in order to rebuild our distressed communities. 

During the past two sessions of Congress, the Senate Banking Committee held a series 
of hearings on the dire conditions in our cities and the need to find innovative strategies 
for revitalization, including increasing access to capital among low income and minority 
communities, These hearings made clear that our inner cities and depressed rural 
areas need help if they are to offer real economic opportunities to their residents. 

The President today announced two promising new efforts to revitalize and increase the 
flow of capital to distressed communities. The first builds on the Community 
Reinvestment Act, which requires federally-insured banks and thrifts to help meet the 
credit needs of all communities in which they are chartered to do business. The second 
builds on the network of community development banks and other community 
development financial institutions that has grown up from the grass roots to meet the' 
capital needs in areas' under-served by mainstream lenders and investors. 

I commend President Clinton for these significant initiatives. This nation needs 
innovative strategies like these to begin the process to rebuild our inner cities and 
depressed rural communities. Although we will need more funding to fully address the 
problems of these communities, these initiatives are a good start. 

, 

-more~ 
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I have consistently advocated a strong Community Reinvestment Act, the cornerstone of 
Federal community lending policy. In 1989, as part of the Financial Institutions 
Reform, Recovery and Enforcement Act, Congress strengthened the Act by requiring 
public disclosure of ratings and the basis for ratings. The strengthened Community 
Reinvestment Act has achieved notable successes. Community groups estimate that 
banks and thrifts have committed more than $35 billion for investment in traditionally 
under-served communities as result of the Act. 

Nonetheless, financial institutions and community advocates alike agree that the Act's 
full potential has not been realized, mostly because of problems in implementation. A 
report by the Banking Committee's Housing Subcommittee issued last faIl confirmed 
problems in implementation, such as emphasis on process rather than performance, 
uneven exam quality, inflated ratings, and insufficient use of sanctions. I am confident 
that the regulatory review process that the President is announcing today will go far 
toward solving these problems. 

I 

Strengthening enforcement of the Community Reinvestment Act will be a powerful 
impetus for increased credit availability in distressed areas. But we must also explore 
new ways to rebuild distressed urban neighborhoods and rural areas. President 
Clinton's proposal to create a national network of community-oriented financial 
institutions offers a promising new way. 

I am a long-time supporter of community development financial institutions. Last year, 
as part of the Housing and Community Development Act of 1992, I authored a 
demonstration program to .seed new institutions that have a primary mission of 
community revitalization. The key strengths of this innovative proposal are that it 
builds on the existing foundation of successful community-oriented lending institutions 
and that it focusses on community-building and comprehensive development strategies. 

I commend the President for the bold thinking and commitment to communities 
evidenced by the initiatives he has announced today." 

### 



•••A MiQroloan SUco... Story 

Mineral 8prinqD. onio 

Beverly RO... a aln91e parent. 1a Bolt owner ot Lakeview Stable. 
in Kinaral apr!n;•• ohio. a popUlar tourlat araa naAr Atwood Lak. 
in TUBearaw.s County. Ohio. 

An avid borte lover, &everly worked tor Lakaview stablaa to 
Bupport her tamily. betore luck .nd hard work ~ad. it po.aible
tor her to purehaae tbe .tabl•••• along with • rew hora.s and 
accompanying equipment •• trom the owner. 

Atter a year of 'operation, Beverly raalized ahe had 
undercap.lizea her venture and vaa having to turn oustomers away
becau•••ho didn't hovo enough hor••a or equipment to ..~v. them. 
a.eaug. of • d~vorce, ahe did not have a _table credit hietory
and literally no financing option•• 

Beverly applied to the Mieroloan program Available tnrouqb tne 
~tbenB S~all Du.in••• Canter. Sha received intenaive help in ,
;ompleting', buaineaa plan ana loan ~c~aq.. ThiG involved 
Boalinq down her oriqinal loan l"Oqueet, 1ill1oh Ih. found _he ooUld 
not have at forded • a8 well as dov'loping ereatiYI option. for 
allaviatlnq aom. of her expen.oo. 

Bevorly reoeived A $5,760 loa._ trom the Microloan p~ogram that 
would b. used to puroh.eo equipment such a. hor••• and oadd18. 
and to prov!d. wOrkin9 capital for the oparation. The loan lola. 
mada in time for this ),ur's ."p.r t:ado •• and !>"ain ... i. 
booroillqJ 
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SUCCESS STORIES 

New York City 
Joseph Holland is the president and owner of Harlem's Sen & Jerry's Ice Cream 
franchise--the first Ben & Jerry's franchise to be located in an inner city. 

As a graduate of Hafvard Law School, Holland gave up a lucrative law practice in 1982 
to return to Harlem to counsel it's "'street people," There he founded Harlem Ark of 
Freedom! a non-profit community organization whjch operates a homeless shelter for 
men. 

In 1992, Hol!and wanted to stan a business in Harlem--an ice cream store-- but because 
big banks were wary of the risks of financing new businesses in inner cities, he could not 
secure the capital needed for the start up costs. 

But with the help of a $100,000 construction loan from New York's Community Capital 
~ank of BrookJynua young, community development bank which provides community 
development loans to new ventures that create jobs and affordable housing within 
neighborhoods like Harlem-- Holland launched a partnership venture with Ben & Jerry's 
and Harlem Ark of Freedom. 

The result was the first Ben & Jerry's franchise established in a distressed communjty~~ 
and it employs primariiy Harlem homeless men. 

Located on West 125th street, in the heart of Harlem's commercial and cultural corridor, 
today} the 10 person ice cream shop not only employs 8 residents from the HARKHome 
sheIter for men but it donates much of its profits to the shelter where the men reside. 



North Carolina 
Tim Bazemore is the president of the Workers Owned Sewing Company (WOSCO)," a 
employee-owned manufacturer of wornenls and children's clothes, located in Bert,ie 
County, a l<?w income rural area in Eastern North Carolina. 

When the company started, it's business came primarily from contracts with other 
apparel companies fo~ their overflow work. This type of business proved sporadic, 
unpredictable, and highly competitive, operating on very thin margins. 

In 1985, WOSCO was in trouble. The company needed to grow, and to grow they needed 
to by·pass the middleman and bid directly to retailers. This required credit for necessary 
materials and supplies. The company managed its exisiting businesss with a $10,000 line 
of credit from a smallilocal bank. 

The local bank, however, was purchased by a large regional bank, which cut off 
WOSCO's line of credit-without which the company could not continue its work, let 
alone expand. " 

So Bazemore turned to the Center for Community Self-Help and through its credit union 
and ventures fund, he secured a $50,000 loan and asslstance in marketing, financia1 
management and busi~ess planning, 

Today, with 80 workers, WOSCO is the second largest private employer in the county. It 
has secured contracts with Sears and K·Mart and sates are increasing. The company has 
been able to distribute profits each year back to its workers, who are its owners. 



SUCCESS STORIES: CD BANKS AND CDFl. MAKlNG A DIFFERENCE 

HARLEM'S BEN & JERRY'S ICE CREAM FRANCHISE -- AN EMPLOYER TO 
THE HOMELESS: In 1982, Joseph Holland, a gradu••e of Harvard law School, gave up a 
lucrative law practice to return to Harlem and help rhe homeless. He founded the Harlem 
Ark of Freedom, a non-profit community organization which operates a homeless shelter for 
men. In i 992, Holland wanted to start a business in Harlem -- an ice cream store -- but 
because big hanks were wary. he could not secure capital for the start up costs. New York's 
Community Capital Bank of Brooklyn, a community development bank which provides 
development loans to neW ventures that creale jobs and affordable housing in undersc:rved 
neighborhoods, stepped in an gave Holland's idea a chance. With the help of a $100,000 
construction loan from Communhy Capital, Holland launched a partnership venture between 
Ben & Jerry's and the Harlem Ark of Freedom. The result is the first Bcn & Jerry's franchise 
it? be established in a low':'jncome community. And most of its employees afe homeless .men. 
Located on West 125th street, in the heart of Harlem'S commercial and cultural corridor. the 
lO-person ic(': cream shop employs 8 residents of the HARKHome shelter for men and it 
donates much of its profits to the shelter. 

RURAL EASTERN NORTH CAROLINA'S WOSCO -- A WORKER OWNED 
SEWING COMPANY: The Work.n; Owned Sewing Company (WOSCO) is located in 
BeIlie County. a low-income rural area in Eastern North Carolina. When the company 
started, its business came primarily from contracts with other apparel companies for their 
overflow work. This type of business proved sporadic, unpredictable, and highly competitive. 
operating on very thin margins. In 1985. wasco was in trouble, In order to survive the 
company needed grow and by-pass middlemen to bid dIrectly to retailers. But they needed 
credit for necessary materials and supplies. A small, local bank had helped WOSCO manage 
its business with a $10,000 tine of credit. This srnailline of credit was cut off. however, 
when a large regional bank acquired the local bank. WOSCO's President, Tim Baumore, 
turned 10 the Center for Community Self-Help. Self-Help'S credit union and ventures fund 
ga"e WOSCO a $50,000 loan and assistance in marketing, financial management and business 
planning. Today, WOSCO's 80 working women are all proud owners of the second largest 
private employer in Bertie, county, WOSCO has secured contracts with Sears and K-Mart 
and sales arc increasing, Each year the company has been able to distribute profits back to 
its owner-workers, I 

BEVERLY ROSS IN M"INERAL SPRINGS OHIO -- A MICRO-LOAN SUCCESS 
STORY; Beverly Ross. Ii. single partnt, is a role owner of Lakeview Stables in Mineral 
Springs, Qhio, a popular 19urist area in Tuscarawa County. Beverly worked for Lakeview 
Stables to support her family before luck and hard work made it possible for her to putchase 
the stables. After a year ~f operation, she realized she had undercapitalized her venture and 
had to tum customers away because she didn't have enough horSeS or equipment to serve 
them. Because of a divan:., she did nOl have a stable credit history and literally no financing 
options, She turned '0 a Microloan program sponsored by tbe Athens Small Busin... Center, 
There, she received intensive help in completing a business plan and loan package. She was 
given a $5780 loan to purchase equipment and horse. and to provide working capital for 
operation. The loan was made jusl in time for this yeats summer trade -- an business is 
booming. 



Comments of Irvin Henderson 
Chair, National Community Reinvestment Coalition 

, 

Mr. President, Mr. Vice-President, Congressional Leaders, 
Distinguished Guest. The distressed and underserved communities iIlnd 
neighborhoods of this country are It a crltlcal point. The challenges and 
needs of the Americans that live In these AmeriCan neighborhoods in some 
cases Is as great as those of some third world populations. We a~ know 
the statistics of despair, but too few of us understand the formulae and 
projections for hope. Despite their challenges, the poor and underserved 
of this nation have great potential. They need training, they need access 
to capital, they need leadership and they need a chance to participate in 
the American Dream, a dream that Is not dead, but must be revived. The 
membership of the National Community Reinvestment Coalition understand 
these needs. The Americans that have these needs are not strangers to us. 
They are our friends, our cousins, our brothers, our mothers, our 
colleagues, and ourselves. Their struggle Is our struggle. The formulae 
for success for these Americans is stili being deSigned. However, we 
know it includes having a strong banking community as a partner In 
investment with· federal, state. and local government, the non-profit 
community and the rest of the private sector. As the President has 
stated, and as we have demonstrated for years, helping people become 
productive in our society helps all Americans. As the· poor and 
underserved became a part of our great economic engine, they became 
taxpayers and consumers that help shoulder the burdens of modern society. 
Our greatest natural resource are our people and as many others have said, 
we cannot afford to waste anyone. 

The Community Development Financial Institution Legislation is an 
important beginning for federal investment in those communities that 
have great potential and this Investment will generate jobs and hope that 
can be sustained by a strong economy. The legislation , with It's 
protections, provides for the experts on community economic 
development, those individuals and organilations that h,lVe been doing it, 
the much needed catalyst support to carry this battle to the next level. 



The National Community Reinvestment Coalition, with over 250 
members nationwide is a diverse group of advocates. and development 
organizations that seek to increase equal access to credit and banking 
services because It Is essential to the economic growth and well being of 
our society. From the very beginning. we have stressed performance in 
LMding as the true measure of a financial Institutions compliance with 
the Community Reinvestment Ac:t. COmmitments and plannill9 become 
substantive only when they lead to the lending .nd services needed to 
balance the scales of opportunity for all Americans. The emphasis on 
performance moves the debate of an institutions commitment to It's 
communities into the correct arena utiijzing the correc:t criteria. Clearly, 
a reduction of unnecessary or duplicative paperwork would be a benefit to 
lenders, however, reduction of vital information and data, measurill9 the 
true commitment Of any given lender in a given area, must not be 
sacrificed In the name of regulatory relief. We are especially interested 
in additional small business lending. The new direction championed by 
Comptroller ludwig and others gives us hope that the regulatory 
community will emphasize the Importance of comprehensive reinvestment 
and encourage lenders to embrace the benefits of the act. As John Taylor. 
the Executive Director of our coalition has noted, "It is refreshing to have 
an Administr3tionthat views community development and development 
financing institutions as American assets". 

We applaud President Clinton for his leadership and foresight in 
creating this mech~nism for change. 

I, , 



The North Camd~n Land Trust (NCLT) is a non-profit housing 
developer that is dedicated to the revitalization of North 
camrt~n, one of Camden's poorest neighborhoods. In a neighborhood 
with hundreds of vacant housing units, no supermarket, 25% 
unemployment and no conventional banking services, NCLT is 
gradually re-claiminq and re-building tne neighborhood - building
by building and family ~y family. It has ~een responsible for the 
re-development of forty abandoned buildings and the £!t'lploj'1I',ent of 
a nai9hborhood construction crew of 15 residents. The Land 'Trust 
has borrowed millions of dollars from the Delaware Valley
community Reinvestment Fund and has never missed a payment. Along 
with other lleighborhood groups and churches as well as the city 
of Camden and the Dolaware Valley Community Reinv(!Gtment Fund, 
NCLT has recently authored a comprehensive renewal plan that 
calls tor $100 million of nG~ inve$tment into the community. The 
plan addresses a wide range of housing, business t social service, 
and job training concerns. 

The story of the Land Trust is the story of its neighborhood 
based staff and leaders - people like Luis Galind". and llick 
Monte£:. Luis is the director of day to "day operations and has 
chief responsibility for the roanaqement of properties. Luis is a 
Camden resident and has beon with ·the Land Trust since its 
inception. Another Camden resident - Nick Montes - 1s now the 
director of the NCLT construction crew. Nick rOse up through the 
remks of the construction cre.w to bCCO!!le its director during the 
past several years. The construction crew is widely recognized 
within the state of «ow Jernoy as a fine example of Q 
neighborhood based cconomjc devalopmont project. 

,. 
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COMMUNITY DEVELOPMENT BANKS AND FINANCIAL INSTITUTIONS 

Economic Impact or The Program 

There are more than 350 community development financial institutions (CDFls) in 45 . , 
states with a track record of lending and investing more than $3 billion with loan loss rates 
comparable to the best banks. The $500 million CDBFI Act will greatly expand the capacity 
of the CDFI industry and will: 

, 

• 	 Create approximately $5 billion In Dew credit for economically distressed 
communities. (Treasury) 

• 	 Every dollar loaned by a CDFI will attract $7.50 in non-Federal financing 
to projec'ts In distressed communities. The total amount of development 
activity generated could reach approximately $22 billion. (CDFI Coalition) 

, 

• 	 Provide nnanci~1 and technical support for as many as 7S new imured 
. 	community development banks -- Thc' combination of the' equity investment 

and technical. assistance grants by the CDFI Fund and the matching investment 
by traditional lenders yields a total investment of $346, million in insured 
CDFls (Commu~ity Development Banks and Credit Unions). Assuming $4 to 
$5 million required to capitalize a new· institution, this investment could crcate 
as many as 75 new insured CDFls. (Source: Treasury) 

• 	 Support as many as 916 new well-capitalized community development 
corporations and over 4,000 community development loan funds -- 'There 
arc two sources 'of investment in these institutions, from the CDFI Fund and 
from traditional ilenders. The CDFI Fund divides its uninsured CDFI 
investment (with traditional lender match) among larger community supported 
CDCs (start-up 'capital needs of about $500,000); smaller CDCs (start-up, 	 . 
capital needs of about $100,000); and CDLFs (start-up capital needs of perhaps 
$25,000 in seed money). Traditional lenders invest in larger bank-supported 
CDCs (start-up capital needs of about $2 million), smaller CDCs (start-up 
needs of about $750,000) and CDLFs (seed money needs of about $25,000). 
Applying these assumptions to the assumed investment totals suggests the 
investment in uninsured institutions could yield as mal).y as 916 CDCs, with 
seed moncy for more than 4,000 loan funds. (Source: Treasury) 

! 
• 	 Support ne~rly 40,000 in new loans to individuals and small businesses - 

Undcr the lever~ging assumptions, the investment in insured CDFls allows 
them to extend additional credit of $3.08 billion. With loan sizes ranging from 
$25,000 to $1 million and an average loan size of about $200,000-$300,000, 
bascd on data from HUD Profiles, insured CDFIs will make nearly 10,300 new 
loans. The investment in uninsured institutions by the CDFI Fund and by 
traditional lenders allows them to extend additional credit of about $600 
million. Assume, as indicated in HUD Profiles that community-supported , . 	 . 
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I 
CDCs make loans averaging about $25,000 bank-supported CDCs make loans 
averaging about $150,000, and CDLFs make loans averaging' about $40,00. 
Then the invcst~ent in uninsured institutions could yield as many as 10,700 
new CDC loans and 3,700 new CDLF loans. Combined with the 15,000 new 
loans expected to be generated through the Flake Assessment Credit Program, 
Treasury estimates 39,700 new loans supported under the CDBFI Act. (Source: 

. Treasury) ~ 	 . . 

• 	 Result in 150,000 new full-time jobs in iow-income communities -- An 
increase in the credit availability is assumed to support new full-time jobs at 
the average rate of approximately $30,000 in ~lary and benefits for one year. 
Thus, a $5 billion increase could mean 150,000 new jobs (each lasting one 
year). (Source: Treasury) 

• 	 NationoBank has piedged $25 million and Bank or America has earmarked 
$50 million ror .CDFI Investments as part of the partnership with the CDFI 
Fund. 

. 

,. 
. 



Background 

Across the country, many rural and urban communities arc starved for affordable 

credit, capital, and basic banking services. Millions of Americans in low- and moderate

income neighborhoods have no bank where they can cash a check, borrow money to buy a 

home, or get a small l~an to start a business ,or keep one going . 


•During the 1992; Presidential campaign, the President promi~ed to create a national 
network of community development banks to provide access to capital, credit, and basic 
banking services in low: and moderate income communities. Two of the models for these 
institutions was the South Shore Bank of Chicago and the Grameen Bank of Bangladesh. This 
new democrat approach to economic development uses the private sector to help communities 
grow from the bottom up -- with more opportunity, not more bureaucracy. 

By the Summer of 1994, within two years of entering office, the legislation to create a 
network of community development banks and finan~ial institutions to spur entrepreneurship, 

,assist small and microbusinesses to low- and moderate-income communities became law and 
is well on its way to being implemented. Passage of the "Community. Development Banking 
and Financial'lnstitutions Act of 1994" (CDBFI Act) fulfills the President's campaign 
commitment to support 'the creation of a network of community development banks to steer 
private capital ,to distressed communities and to empower low-income entrepreneurs to create 
jobs and start new businesses. Along with refonn of the Community Reinvestment Act 
(CRA) and the Empowennent ZonelEnterprise Community Initiative, the CDBFI Act serves 
as the foundation for your economic development strategy for low-income communities .. 

, , 
The Administrat:ion has requested $500 million and the legislation authorizes ·$382 

million 9r such higher ~ums as necessary over four years. These funds will be used to 
support a network of n¢w and existing Community Development Banks and Financial 
Institutions (CDBFI) across the country. These institutions will be based in low- to 
moderate-income communities. CDBFls specialize in providing to underscrved communities 
basic banking services,lcredit, and capital. A new agency, the CDBFI Fund will be created to 
provide equity capital, grants, loans, technical and training assistance to CDBFIs that qualify 
for funding. When fully leveraged, this new program will create over $5 billion in new 
investments in low and'm'oderate income communities. The Federal government's investment 
will be leveraged with private resources. 

The legislation passed by Congress would establish a Community Development 
Financial Institutions Fund ("Fund") that will invest in community development banks and 
other community development financial institutions (CDR) which have a primary mission of 
community development, lending, equity investment, and'loan counseling services in 
distressed, underserved communities. ~c Fund will promote the CDFI industry by serving as 
an infonnation clearinghouse and provide assistance to CDFIs in the form of capital, grants, 
deposits, or technical services. Capital assistance will serve only as s~ed capital that must be 
matched with private funds. All types of new and existing CDFIs will be eligible for 
assistance, including ct?mmunity development banks and credit unions, micro-enterprise and 

.. 

,I 



, " 
" 

revolving loan fUJids, minority-owned banks and community development corporations. Your 
budget requests funding of $500 million over four years for this program. Congress has 
appropriated $125 million for FY95, 

• 

The bill also authorizes a new (Jcpositinsurance assessment"credit program, b~ilt 
largely on the Congressman Flake1s Bank Enterprise Act, to award credit to traditional lenders 
and CDFIs based on increases in qualifying lending and services in economically distressed . 
communities and equity, investments in CDFIs. 

' 

I ' 
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Talking Points On Compromise To Pass Community Development Bank 
Legislation Last.Congress 

Last year, Democrats and Republicans came together to pass 
overwhelmingly the Community Development and Regulatory 
Improvements Actl This legislation was adopted by unanimous 
consent in the Senate and by a vote of 410-12 in the House. This 
Act does .the fol~owing: 

• Establish1a Community Development Financial 

Institutions (CDFI) Fund to create a network of 


. 	community development banks and financial institutions 
-- meeting the President's campaign commitment. . 

, 	 . 
• Create a.small business loan securitization and 
secondary market enhancement act -- proposed ·by Senator 
D'Amato -- to remove impediments (statutory and 
regulatory) created by Federal securities laws to the 
securitization of small business loans. 

• Create the Bank Enterprise Act (BEA) to provide 
financial incentives for banks and thrifts to pursue 
community lending and investment activities which 
complement their CRA activities. This proposal was 
pushed by House Republicans (especially Chairman Leach 
and then-Representative Ridge) and Congressman Floyd 
Flake of New, York. 

; 	 . 
• Regulator~ Relief -- Provided a package of items that 
modified or repealed a number of complex, burdensome, 
and unnecessary statutory banking regulations. This 
legislation was requested by all the major banking 
organizations, including the American Banker's 

. 	Association ,(ABA) and the Independent Banker's 
Association of America (IBAA). The relief measures 
included in the Act drew heavily from bills offered by 
Senators Shelby and Mack, and Representative Bereuter. 

Despite passing this legislation in a bipartisan manner last 
year, the· Republicans are now trying to renege on their 
commitment to support the CDFI Fund by proposing to rescind the 
programs FY 95 appropriation of $125 million. They are taking 
this action despite the widespread support for this program, 
including the backing of major banks such as Nat~onsBank and Bank 
of America, whichl have pledged to invest $75 million in CDFls as 
a partner with the Federal government. 



DLC/PRI _> S.rUcrCf Rood OOl/OO 

SPECIAL NATIONAL SERVICE The CFax EDITiON 
lhc DcmOCfcUe l,cQderetttp Council I! Thurcday MQroh 30. 1995 

Top Five Reasons To Rescue National Service From Recision , 
A group of New DemoCrat $ena;Ofs are e>:pected to offer en atmmdment to the recision package to restore in 

full FY 1995 fundil')g for national service, the President's cornerstone domestic policy Initiative. Urge your 
Senators to wto YOill1or the following reasons: 

1. Excessive luxurles and unneeded government services should be the locus of the FY 1995 recision package. 
The Infant A'l'leriCorps program falls into neither category. Rather, it Is the one recent domestic pOlicy that 
-embodies the notion of reciprocal responsibility. National Mrvice allows America's youth to earn a post~ 
$eCOfldary education by s,erving their country, 

2. National service wasJne target of deep cuts in tr,e HOUse, motivated purely by power politics, no~ by any 
careful assessment of the associated costs Of benefits, As was made dear en the House floor, natlMa! service 
tOok a 72 percent cut because it was perceived as the President1s favorite domestic initiative. House leaders 1>et 
up a vote that required a direct choice between veterans' hospital benefits end national service--hardly a fo;r 
measure of the value of national service. 

I 
3. The increase in appropriations from FY 199410 FY 1995 (from $376 mimo"! to $575 million) reflects fiscal 

prudence and dose adherence to the original national service authorization in which a bipartisan Congress 

agreed 10 phase in AmeriCorps over three years. The FY 1995 appropriations level is squarely within this 

agreement not to rrention weH below the initial appropri&tions nr.ques~ed by the President. 


4. Nationa! service is not a luxury or an example of uncontrolled domestic spencing the public was so concerned 
with curing the 1994 e~ectlons. It reflects the new approaches to government that voters ere demanding; 

* Programs that roflK1 American valuG$, The AmeriCorps initiatfve is imbued with the New Democrat 
values of opportunity. responsibility. and community. It rejects the entitlement mentality. insisting that 
pOll'ticipants earn benefits by serving their country. It embodies the prlndple of citizenship as a redprocal 
o~igation, not a irati ride. It applies the leElGQnslearned from ou( natlor.s most powerful force ~or the 
molding of character and values-the armed forces-and it replicates our most successful investment in 
the skiES and ed.Jeation Of our people the 0:1 Bill. 

.. S.rviees that do not a.pend on b10ated bu,..oueraeles. National serIJice can be viewed as an 
e~eriment in non-bureaucratic methods for addressing many of out most pressing Elocial problems. 
AmenCOfPl> members are working in education, public safety, human needs. and the environment-not 
through tradition2\! government programs, but In partnerShip with private non-prot!t organiz.stions and 
community based efforts .. 

• Pl'Q9rams open to all citizens, not juat proferrcad categories. AmeriCorps has s;;cceeded ;rr,pressi ...ely 
in recruiting participants from every background, Each member does. the same work. receives- the ume 
ber1efits. Md ec,uaHy benefits 1ram exposure to :hose ~rom different backgrounds just lil<e the military, 

... Programs that achl.va results. The e~tite- Corporation for National Service is organrl:Qd around 
achieving tangible results: improving te$t scores for our children. building homes for working fe:milies. 
reducing the incidence of crime and drug related activities in our communities, and conserving. restoring 
and suste:Jnlng our natural habitats. ' 

Ther-e is no program IInywhere in th-e federltl government with IInything like AmeriCorps' obsessiQJ1 with m(Msuring 
the outcomes of its members' efforts. 

5. National "(Vice is e ,~trjple investment~ for both t4Xpayers and our country. We ere investing in; 

Ii). the Impact Of service or the partlc:pant Cf!t:cally irrporta~t In an era where service In the mdltury IS not, 
available to all. and when few people from different backgrounds ever mix;' • 

(Hi, the impact ot;the servlce on the community: 

1!Il), the Impact on both the particlpant and the com.rrmnity of the post-service education benefit an upward 
mobiflty tUlck. es'pedauy Important if college aid continues to lag behind college costs, and If alternative 
compe'1satorv edJcauonal opportunities are pared back, 

Support national aorvlc<>. Can you, Sonato,,,' effie •• and t.n thorn to vote "YES" fe, full Am.rICorp.s 

-','. -. .. ",. ......... . ",; ...... ',.. ,'''-, " ." ..... ' '" ",. , " .. " .'" 
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THE: WHITE: HOUSE 

WASHINOr'ON 

September 23, 1994 

MEMORANDUM FOR FRANK NEWMAN 

PAUL WEINSTEIN 

FROM: 	 PAUL DIMOND 

SUBJECf: 	 CDFI A."lD CAMPAIGN TO INVEST IN REBUILDING 
AMERICA 

CC: 	 GENE SPERlJNG, ELLEN SEIDMA"!, SHERYLL CASHIN 
BRUCE REED 

Congratulations, again! But, enough back-patting. already ...... Wc need to get back to work: 
I 

• 	 to catalyze 'a largcrt complementary private fund (or funds) from the unregulated 
financial institutions 

; 

• 	 to catalyze ~a national campaign to invest in local CDFls that arc safe. sound. effective 
and for regulated and Wlfcgulated financial institutions to use CDFIs as intcnncdiarics 
and partners to find good credit and investment opportunities 

• 	 to make the CDFI Fund (and the Idated National Economic Partnership Act and 
similar HUD programs) work -- not only to expand existing and to start new 
CDBanks and coeUs, but also to challenge 'he larger numbers of CDC. and 
Revolving Loan Funds to become more entrepreneurial, to establish profit-making 
bank holding subsidiaries or ailles, and to become better bridges 10 Ihe larger 
resources in the regulated and unregulated financial institutions 

We ought to begin ~preliminary thinking and work now -- among ourselves and with a few 
key players in the COFt banking, and various financial services industries. I believe this is a 
way to build on the PJesidentls compelling private sector message today in a way that will 
resonate throughout the country. 

, 
If properly understood the substance and message of the new eRA proposal offers a 
complementary the~c and platform for moving forward in this way. The timing and 
orchestration of this are crucial in order that we galn the high ground of engaging the private 
sector with good credit, character loan and invcstmenl opportunities, rather than coercing bad 
investments for naive social or invidious racial purposes, 

Will you 'wo take Charge of moving this forward? I'll be glad '0 play my usual cbccrlcading 
role! 
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THE PRES WENT 

SIGNING OF COMMUNITY DEVELOPMENT BANK LEGISLATION 


SOUTH LAWN 

SEPTEMBER 23. 1994 


, 
,Thank you Rev, Lawson and Dave Lawless for your wonderful 

stories. 

Anyone wh~ followed me during the campaign in 1992 heard me 
tell my story about the South Shore Bank of ,Ch~cago. How it 
steers private investment into needy neighborhoods to stimulate 
community renewal, rebuild housing, jump-start new businesses, 
and ~reate jobs -- all while proving to be a financial suc~ess . 

. 
Long before thef ca~aign, when I was Governor pf my state, 

the founders of Shorebank helped us launch the Southern 
Development Bancorporation in south Arkansas. We took an i'dea 
that worked for an urban community in the North, and adjusted~it 
::0 make it work for rural communit.ies in the SO,uth. 

In 1992,; I travelled through places where I knew these 
successes, in Chlcago and Arkansas could be repeated. Today. when 
I put my pen to ~his bill, we begin to'repeat these'local success 
stories by the hundreds ,-- to expand opportunity, rebuild 
communities and make our economy grow. 

, i" ran for President to get America's' economic house in 
order,' at a time when 'our economy was adrift, when our.leaders 
sa\: on the sid lines, and--s-ur people-suffered as a res~lt. I 
wante" vernroent to be an engine of'eco~owth instead of a 
specta ~e.Gl-ine. ' 

Secretary Bentsen and I, and others, have worked hard to put 
that strategy into action. We've brought the deficit down I to' 
shift our budget priorities from consumption ~o investment. 
We/ve expanded trade and ope~ed markets, to sell more American 
produc~s overseas, We've built a foundation for long term 
prosperity, and we've begun, to prepare OUt' )Tatio!: and our people. 
:o,compete and win in the econo~y of the 21st Century. 

Unfortunately, some of ,our people ar far behin" ':'hey 
in places'with little economic activity, 1 rlvate 
investment i~ their ,community, ar.d 'too, little hope .. 

Our,'naticnal economy can't stay strong if our local 
econo:nies are not.,strong. And we cannot secure the futur,e .of the 
great American middle class if a widening gap between the rich' 
and the poor threatens to divide more of lls,with every passing 
day, We've got to make, the :narketplace work for every sector in' 
society: . We don't, have a person to waste, ' 

I:i. every community, now matter how depressed its market may 
be, we have people eager to work. ' We have lots of good people,' 
with good ideas and a' good work e~hic. They cou~d become 

" 
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productive instruments of community renewal if only someone stood 
behind :::hem, w~~h confidence in their talent to gel: them'started. 

" , 

, , T9day, we're starting hundreds of new community develop:nent 
banks, credit unions and other private lenders. We're bringing 
people.together from all walks of life to put capital in the 
hanos of mot.ivated entrepreneurs and would-be hOP.1eowners, To 
spread pride in property ownership ar:d to build a s.ense of' hope. 

, ' 

This ia a wise new investment in the American people .. 
That:s why it has received such overwhelming support from both 
'parties ~n Congres? and from America's most respected banks. 

, 
Since we put this issue on the Nation's 'agenda la'st year J 

private sector ,involvement in community development financial 
institutions is up a~most a third, 

Today, I am ,proud co announce commitments from twe of the 
Nat:'on's leading banks to help us build new community development 
financial institutions: $25 rr,ill~on' from NationsBank and $50 
million from Ba~k of America ov~r the next five 'years, 

Let's thank their representatives here and those 'from all o~ 
the generous institutions that have ~lready entered, into this 
long- term, p,ublic sector~private sector partnership.' 

This bill r am about to sign" is an example of government at 
its best. Itls not abo~t bureaucracies distributing 'hand outs. 
rtls about getting good ideas off the ground, . It's about 
encouraging market-driven i~vestors to use market forces to give 
peop~e more control over their lives, It's about getting people 
to 'share a greater stake in the future of their comm~nities., 

, 
We have to do this. because government here in Washington 

can't solve all our problems, But it ~ ~et the right direction 
for moving us past our problems, and it can help build t~e 
bridges thac people 'need to ge~ over them. 

,Like so many of the innovative ideas this administration has 
passed so far l this idea puts people -- not bureaucrats -- in 
charge. 1;:,'5 the same approach behind the Crime Bill, our 
national service program, AmeriCorps, and the empowerment zones 
we will des~gnate this fall. All of .them seek to change America 
at "the grass roots, from the grass roots up, 

I am proud to sign ~his b~ll ~oday and be a par~ of the 
pioneering spirit and vision of leaders here in washington .. Sut 
the ultimate success of this idea, like all of the ideas that our 
entrepreneurs have pursued down through· the years, is up to the 
imagination and determination of the American people. My thanks 
to all of you who have helped me give them' this ' chance. 

, ~, 

, 
, " 



E X E CUT Ii V E OFFICE o F THE PRE S rOE N T 

22-Sep-1994 12:50pm 

TO: Carter Wilkie 

FROM: 
IPau1 R* Dimond 

Nationa1 Economic Council 

CC: Paul J4 Weinstein, Jr 
CC: 
CC: 

Gene s. Sperling,
Bruce N. Reed 

SUBJECT: COFI SPEECH 

Carter, 

Two suggestions: 

1. elimate the sentence about the government becoming an engine of economic 
growth. Instead, at the end of paragraph about putting our house in order, you 
can talk about how how our economic plan has enbaled the private sector once 
again to become an engihe of economic growth -- in fact x% of y million new jobs 
created over the last 18 months are in the private sector. This will provide 
you with the transition'to talk about how CDFI act will help the private sector 
get back to work in becoming an engine of growth in those communities that are 
still being left behind. 

2. Could you add a line: or two to the investment by Nations Bank and Bank of 
America about how business investors. churches, and foundations are also coming 
together to invest in CDBanks~ In fact~ Reggie White, the all-time NFL 
defensive sack leader has decided to go on the offense: with other investors, 
he's leading a charge to invest 1n CDBanks to help build business. home 
ownership, and credit to help people rebuild communities in rural and urban 
America * 

Just a couple suggestions. If they make sense, your great skill can turn my 
inartful prose into somethLng that sings. 

Dimond aka Paul 

" 



THE WHITE HOUSE 


Office of the Press Secretary 


For Immediate Release August 10, 1994 

STATEMENT OF THE PRESIDENT 

I am pleased that congress passed the Community Development 
and Regulatory ,Improvement Act of 1994. Passage of this act 
fulfills anoth~r major campaign commitment by authorizing the 
creation of a network of community development banks and 
financial institutions that will unleash billions in private 
investment into low-income urban and rural communities. This new 
law will make it possible for thousands of entrepreneurs in low
income communities to start new businesses and create jobs. 
Along with the Empowerment Zone/Enterprise Community law adopted 
last year and the ongoing reform of the Community Reinvestment 
Act, this legislation constitutes a major foundation of my 
community empowerment strategy. 

. 
Since my days as Governor of Arkansas, where I helped to 

establish one of the nation's first community development banks, 
community development banking has been one of my signature 
eoonomic development ideas therefore I am particularly pleased by 
the passage of this legislation., 

This act will also provide vital regulatory relief to the 
banking industry that will stimulate economic growth and increase 
acoess to capital. I look forward to Congress completing action 
on the Interstate Banking legislation now pending before the 
senate. 

# 



TH E WH ITE HOUSE 

WASHINGTON 

March 3, 1994 

MEMORANDUM FOR GENE SPERUNG 

, 

FROM: 	 Paul Weinstein 
Paul Dimond 
Sheryll Cashin 

SUBJECT': 	 Community Development Bank and Financial Institutions 
Legislation 

Despite OUf best efforts, we still have not been able to secure floor time in the Senate 
for consideration of the President's Community Development Bank and Financial Institutions 
legislation (S. 1275) -- otherwise known as the Community Development, Credit 
Enhancement. and Regulatory Improvement Act of 1993. As you know, this legislation 
passed out of the Senate Banking Committee 18 to 1 last September and was approved by 
voice vote in the House of Representatives last November. We had been told to expect 
consideration in the Senate in February, however nothing has happened yet. We almost had a 
vote this week, but apparently the Republicans are playing hardball on any allowing any 
Presidential initiatives to reach the floor, including bills with bipartisan support like the 
CDBFI hill (both Chainnan Reigle and Ranking Minorily Member D'Amato support this S. 
1275). 

We are close to' passing this Presidential initiative, but Majority Leader Mitchell has 
been hesitant to bring the legislation to the floor because he is under the mistaken impression 
that the bill will take several days of floor time. In fact, the legislation could be passed in a 
few hours. 

At our request, Steve Ricchetti called John Hilley of the Majority Leader's office to 
secure a time commitment, but was not successful. Bruce Reed believes that a call from 
George S" reiterating the President's strong support of this legislation and his desire that the 
bill be acted upon quickly. would go along way in insuring passage in the next week or so. 
We cannot afford to let 'this window of opportunity pass. With the defeat of the Balanced 
Budget Amendment and passage of Goals 2000, there is a short period during which Ihe 
Senate could act, before the onset of the crime bill, the budget, and several other major pieces 
of legislation. In addition, in order to insure that the Appropriations Committees fund the 
program, we need the authorization language to be enacted before the summer. 

By the way, if we can pass S. 1275 in the next month and a half, the President could 
sign the bill on the anniversary of the Los Angeles riots. 



THE WHITE HOUSe: 

WASHINGTON 

January 24, 1994 

MEMORANDUM FORi CAROL RASCO 
BOB RUBIN 

BRUCE REED 

GENE SPERLING 

PAUL DIMOND 


FROM: 	 Paul Weinstein 

SUBJECT: 	 Update On Olmmunity Development Banks And 
Financial Institutions 

It is my understanding from the majority staff at the Senate Banking Committee and 
from the Treasury Department's Office of Legislative Affaim that the President's Community 
Development Bank and Financi.1 Institutions (CDBPl) legislation is being cued up for 
consideration in the full Senate sometime in February, This raises the possibility that we will 
have legislation on the President's desk sometime in late March, assuming that any 
outstanding issues such ,as the Flake Amendment can be resolved quickly. 

Because we want to get this program off tbe ground ronning, Paul Dimond and I have 
asked Treasury to prepare a draft application that the Administrator of the CDBFI Fund 
rFund") could publish Soon after the legislation is passed and the Fund established, This will 
aUow communifies to begin the process of developing their applications and putting together 
their matching private investments this year, The application would be similar to the one 
developed for the Empowerment ZoneiEnteljlfise Community (EZ/EC) initiative. It will 
include an application guide that is easy to understand, innovative, and emphasizes the 
President's commitmentIto the program. 

In order to further ensure that we can get the CDBFl program off to a quick and 
successful start, both 	Paul Dimond and I believe we should start to focus on who we want to 
run the Fund, I have been talking with Undersecretary of Agriculture Bob Nash and we both 
agree that the ideal person for the joh of Administrator of the CDBFl Fund is Mahlon Martin, 
President of the Winthrop Rockefeller Foundation, An ideal Administrator of the CDBFl 
Fund would be someone who ha... experience in banking. community development, knowledge 
of the foundation world, and a hackground in government at the local and Slate leveL 
Mahlon meets all those criteria: he served on the board of the Arkansas Federal Reserve Bank 
and was director of the Arkansas Department of Finance and Administration; he is a board 
member of the Southern Development Bancorporation, one of the three existing community 
development banks in the country; he heads the Winthrop Rockefeller Foundation which 
works closely with community organizations; and he was City Manager for Little Rock and 
served as chairman of then-Governor Clinton's state cabinet On top of all Ihal, he has the 



trust and respect of the President. Bob Nash advises me Ihal MaIllon would be hesitant to ' 
take the position -- because he is happy where be is -- bul lhal if the President asked, he 
would very likely accept., 

cc: Sheryll ea.,hin I 



THE: WHITE: HOUSE 

WASHINGTON 

December 17, 1993 

MEMORA-NDUM FOR CAROL RASCO 

GENE SPERUNG 
BRUCE REED 

FROM: Paul Weinstein 

SUBJEcr: Additional Budget Authority For 
Community Development Banks 
and Finaneilll InstitO! ions (CD BAs) 

During the cam~ign, the President C{)mmilted to <:reating a network of 100 
community dcveJopmcnt banks to provide capital and basic banking services to OUf inner 
cities and distressed rural communities. During the transition! we estimated that $850 million 
over five years would be more than adequate to meet the President's campaign commitment. 
However, last year's budget provided only $382 million over four years. Many of our 
supporters in Congress criticized this small amount of funding for what had been viewed as a 
major Presidential initiative. The news media stated that the President was retreating on his 
campaign promise. Through some creative accounting, which included counting uninsured 
community development financial institutions- (CDFIs) -- such as revolving loan funds, 
micro-loan funds1 and community development corporations -- as members of the network! 
and by adjusting the private sector match, we were able to argue that you C{)uld <:reate 100 
new Community Development Banks and Fin.ncial Institutions (CDBFls) with the $382 
million. Unfortu .... l.ly, w. now bave oDly enougb funds to capItalize 45 CDBFls -- 211 
..,mmuoily development banks and 25 CDlli. 

Due to 1) Representative Flake's amendment to divert one-third of the funding for the 
initiative ($127 million) to the Bank Enterprise Act (BEA) and 2) tbe inability to get the 
President's bill authorized and the $60 million for FY94 appropriated before the Congressional 
recess (Sine Die), the funding for the President's CDBH program has now dwindled to $195 
million throogh FY97. Since community development banks is a high profile presidential 
initiative, and because it is politically popular with certain Members of Q)ngress who have 
been critical of the Administration's initiatives in the area of community development. I 
recommend that we increase the budget for the CDBFI program to $500 million through 
FY97 with approximately 25% going to fund the BEA. 

New insured community development banks require a capitalization level of on 
average of $I2 million if tbey are to effectively leverage their resources, be seU-sustaining. 
and profitable. South Shore Bank in Cbicago was only capitalized at $35 million when it 
firs! opened in 1973. It'took ten years before the bank became self-.ustaining and able to 
lend at any substanlial thel (present lending levels are approximately $40 million per year 



, with capital of about $20 million), Elk Hom Bank and Trust) on the other hand, was 
capitalized at approximately $12 million. giving jt the resources to have a much greater 
impact right away. and aUQwing it to reach profitability after five years. CDBAs are capital
starved. A capital infusion of $500 million ($100 million going to Flake's BEA) would create 
billions of new lending in distressed communities and would make it possible to adequately 
capitalize ]00 COBFls over the next four years. 



• 


Numerical Workout 

$500 million authorization ($400 million to CDBFls, $100 million to Rep. Flakes BEA) 

Assume $22 million reduction for administrative expenses and a 10% reduction for technical 
assistance and training for institutions and borrowers. Leaves $338.5 million for 
capitalization. 

Assume insured community development banks and credit unions need $12 million per 
institution for initial capitalization, $7 million of which is provided by private sector.· The 
Federal Government contribution is capped at $5 million per institution. 

Assume uninsured CDFIs need $1 to $5 million per institution for initial capitalization 
(Senate bill). The Federal Government will probably provide most of the. investment since 
these institutions have difficulty finding private sources of investment capital. Average cost 
to the Federal Govern~ent is estimated at $2 million per institution. 

$338.5 million could provide enough Investment capItal ror 45 Insured communIty 
development banks andior credit unIons ($225.6 mlIIlon) and 56 unInsured CDFIs 
($112.8 mlIIion). Total CDBFIs capitalized = 101 

$195 million authorization (Current Level) 

Assume $22 million re~uction for administrative expenses and a 10% reduction for technical 
assistance and training for institutions and borrowers. Leaves $153 million for capitalization. 

Assume insured community development banks and credit unions need $12 million per 
institution for initial capitalization, $7 million of which is provided by private sector.' The 
Federal Government c(;mtribution is capped at $5 million per institution. 

Assume uninsured CDFls need $1 to $5 million per institution for initial capitalization 
(Senate bill). The Federal Government will probably provjde most of the investment since 
these institutions have difficulty finding private sources of investment capital. Assume cost to 
Federal Government will average $2 million per institution. 

$153 million could provIde enough Investment capItal ror 20 Insured communIty 
development banks and credIt unIons ($102 mlIIlon) and 25 uninsured CDFIs ($51 
million). Total CDBFIs capItalized = 45 

'" Based on the experience of Elk Horn Bank & Trust 



THE WHITE HOUSE 


WASHINGTON 


November 21,1993 

MEMORANDUM FOR THE PRESIDENT 


, 
FROM: 	 Paul Weinstein (DPC) 

Paul Dimond (NEC) 
Sheryll Cashin (NEC) 

SUBJECT': 	 Community development bank and financial institutions 
legislation 

On Sunday, November 21, the House of Representatives adopted your community 
development bank and financial institutions initiative (H.R. 3474) by voice vote. H.R. 3474 
also includes a package of regulatory refonns designed to reduce administrative requirements 
for insured depository institutions. No significant changes were made in the bill since its 
passage out of the House Banking Committee on November 10. As you know, the Senate 
Banking Committee, by a vote of 18 to 1, agreed to similar legislation on September 21. We 
are hopeful the full ·Senate will take up this legislation upon its "return in January. 

cc: Carol Rasco 
Bob Rubin 
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EXECUTIVE OFFICE OF THE PRESIDENT 
OFFICE OF MANAGEMENT ANO BI.JOGeT ~J 

WASHINGTON. O~C. 20503 
fll~ '. 

GDg,Jv 

September II, 1993 

To: 	 Leon Panetta 
Alice Rivlin 

I 
From: Christopher Ediey, ie 

Re: 	 Financial Sector Reform 

Bob Rubin, on behalf of the President, invited Treasury Undersecrewy Frank Newman 
and Comptroller of the Currency Gene Ludwig to wrif~ a memorandum concerning financial 
sector reform for the President, and then to have a small group discussion with the President. 
Newman and Ludwig are working on the memo. I want to repon a few developments. 

I had a very long dinner with Newman and Ludwig last night to discuss substantive 
strategies and the process. r believe we reached agreement on the following points: 

I. CDfl Bill. The Community Development Financia/lnstitutions (CD Banks, or CDFIs) 
bill will move forward in the Senate only if linked to some modest set of generally, 
unobjectionable regulatory relief provisions, plus Damato's proposal to foster securitization of 
small business loans - a proposal we basically support. The DamalO provisions will have 
hellishly complicaled jurisdictional problems in the House, I fear. In any case. I still haven't 
heard a convincing story about how we get CDFls through the House and to conference in a 
timely way. 

2. . Beyond CDFls. There is considerable rumbling on the Hill concerning (a) interstate 
branching and (b) agency consolidation, although only the latter has yet to be translated into 
draft legislation. Each will be the subject of hearings in the next few weeks. It will be 
embarrassing for the Administration. after nine months, to stiH have no position, We must get 
our act together. 

None of the three of us (Newman. Ludwig, Edley) wants to complicate CDFllegisIation 
with broader banking reform matters, but each of us wants significant banking reform to be part 
of the Clinton legacy. 1 assume you share our sense that a significantly hea.!thier financial sector 
is imponant to growth- and competitiveness, and that more efficient intermediation is a critical 
part of that.· So, how to move ahead on a reform agenda while recognizing that CDFls are the 
President's first priority in the area, and that the White House must force itself to have a focused 
legislative agenda? ' 



, 

3. Packaging Interstate with Consolidation. Although Frank's 'initial instinct was for the 
Administration to press for action on interstate "branching this fall," and move other items 
sometime later, 1 persuaded him that we should attempt to move forward with both interstate 
branching and agency consolidation as a package. Ludwig agreed, and even believes that 
Greenspan will be supportive if the structure gives the Fed a couple of seats on a National 
Banking Commission board, plus access to bank information. Ludwig further argues that the 
two Banking Committee chairmen are strongly supportive of broad consolidation, and that 
consolidation win 'have more Rill support than interstate branching I wh.ich will forever 'be at· 
least scary and perhaps anathema to small banks. The great risk for the Administration is that 
in creating a powerfuh consolidated regulator. Congress will insist that there be more political 
separation from Treasury and even Presidential control. We believe there are some plausible 
strategies to minimize/the risk of losing control of the legislative situation, but this is a definite 
problem to watch~ 

4, The Form of Consolidation. The consolidation we have in mind is sweeping: acc, 
OTS, FDIC and Fed holding company oversight. (Greenspan's critical concern is the payments 
system and monetary policy, not examination of banks or holding companies. The good 
possibility of his cooperation in consolidation is a truly historic opportunity, which We must not 
Il't Slip by,) Budgetarily. the outyear savings could be significant'in FIEs, For depository 
institutions, regulatory burdens would be rationalized and inefficient oversight hassles eliminated. 
For public policy. deyeloping coherent policy would be vastly simplified. and the regulator 
would be far more agpe in the face of increasingly dynamic market forces. In sum, this would 
be a significant Clinton achievement, although appreciated in only limited circles, 

5. Still Broader Banking Reform. On the other hand. broader reform questions related 
to insurance and securities powers strike us as too hot to handle legislatively. (a) Ludwig is very 
interested in preserving and marginally expanding the "towns of 5000" exemption for insurance 
powers. This should 'not be too mig a deal. (b) All three of us are interested in expanding the 
Section 20 authority for equity investments through more generous regulation -- something now 
in the Fed's domain, but within our reach after consolidation. In shon. Newman, Ludwig and 
I agreed on a legislative strategy of "bold incrementalism" 'rather than "sweeping vision." 
because we'd like to actually get something enacted, 

6, Small Business. Newman is interested in another wrinkle: giving banks some limited 
powers to take equity positions in small businesses, within certain guidelines. The mooel is 
Small Business Development Corporations (SBDCs), He believes that local banks, especially 
whim sensitive to LUf1W!gls reformed Community Reinvestment Act regime! would provide a 
vast new pool of needed equity capital. We are exploring this further. and [ have specifically 
urged Newman to talk at length with Erskine Bowles, who is fabulous. Indeed, Ludwig and 
Newman agreed to ;ccruit Erskine. as a supporter of a three ..lement recommendation to the 
President, covering (aJ interstate branching. (b) regulatory consolidation, and (c) small business 
securities-powers. 

7, Process. If._ after sleeping on it, Frank and Gene remain happy with our dinner 
concJusion. their memo to the President this coming week will provide background and seek 
preliminary approval of that three-part strategy. With the President's nod, they would then 

• 
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attempt to get Greenspan on board, and then consult informally on the Hill. At either of these 
steps, it may prove politically necessary to jettison the consolidation element. The Hill may also 
object to the small business element because of jurisdictional complications. But; itall goes 
well. we would have an exciting initiative. ' 

8. NEC Role. What gets quite murky is the role of the core NEC group. Bob Rubin's 
invitation seems somehow related to a round of· golf between Ludwig and the President on 
Marthas Vineyard, ,From the description of the invitation, it sounded like a memorandum 
intended to flow outside the NEC core process. I pointed out to Newman and Ludwig that, 
while I can certainly understand the appeal of. direct relationship with the President on these 
matters, some discussion by the NEC core group (Plus Erskine) would probably have high value
added. For example, Sperling would note the populist value of the small business piece. and 
George would note the Reinventing GovernmentiGovemment-off-our-backs quality of the 
consolidation; OMB could reinforce the huge PTE savings potential. etc. (FDIC is bloated, 
with 22.800 FTEs.) They agreed, I think. Rubin is the key. 

9, Small and Growing Businesses. In the interagency discussions of the Damato bill, 
everyone has agreed ,that (al Damato's securitization initiative will probably be harmless but 
ineffective in stimulating lending to small businesses:; .and (b) the Administration should 
formulate something bolder..Newman's idea for a limited expansion of bank powers is one , 
possibility, but I hope it will not derail other policy development. In particular. I continue to 
believe that some form of secondary market intervention analogous to FNMA. could be a major 
boost to small businesses by creating new vehicles for intermediation. 

I 

10. Conclusion. As you know. this is a'subject about which I care a great deal because I 
Vll.!W it as a concrete opportunity to promote long term growth. My Financial Institutions 
Branch, led by Alan Rhinesmith. together with my Special Studies Division, led by Harry 
Meyers, is a well-resPected source of intellectual capital on these matters. I believe OMS has 
n::1de important contributions to Clinlon Administration pOlicy development in this realm, and 
on far more than narrowly budget-related questions. With your support, J think we can continue 
to contribute as this develops . 

• 


Stay tuned. 
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April 10, 1993 

MEMORANDUM 

FROM, 	 THE NEC-DPC INTERAGENCY WORKING GROUP ON 
COMMUNITY DEVELOPMENT AND EMPOWERMENT 

SUBJECf, 	 COMMUNITY LENDING PROPOSAL 

I. ACTION-FORCING EVENT 

Across the country. rural and urban communities arc starved for affordable credit l 

capital, and basic banking services. Millions of Americans sn low-income neighborhoods 
have no bank where they can cash a check, borrow money to buy a home, or get a small loan 
to start a business Or keep one gOing. Perhaps more than any other proposal, the network of 
community development' banks you promised in the campaign -- coupled with reform of the 
Community Reinvestment Act (eRA) -- have the potential to transfonn these communities 
by empowering people and businesses to join the economic mainstream. 

II. BACKGROUND 

Over the last twO nionths, the NEC-DPC Interagency Working Group on Communit~· 
Development and Empowcnncnt has been developing a community banking iniliative that 
tries to fulfill the basic principle.'i you outlined during your campaign, TIllS memorandum 
reflects ideas from HUD, Treasury, Agriculture, Commerce, OMB, NEe, and DPe, as well as 
outreach efforts to community groups and the banking industry, 

A. The Problem. As you know, low-income communities face several chronic banking 
problems: 

• Inadequate Basic Banking Services -- Millions of poor Americans have no access 
to nor relationship with a bank. They live in neighborhood'S with no ATM machines. 
no drive-through windows, no checking or savings accounts, Instead, they are forced , 



to deal with unregulated cash-checking concerns that charge an exorbitant fee for a 
simple service, 

• No Loans for Small Borrowers -- Most commercial lenders shun low-income 
communities because small loans have higher transaction costs and lower profit 
margins, and require more labor and attention, if not more risk. 

• Lack of Expertise Among Lenders -- Lending in distressed communities, 
particularly for small business, is difficult. It requires specialized underwriting 
expertise, credit products, paCkaging. subsidies, secondary markets. and knowledge of 
the community, 

• Lack of Expertise Among BorrQWCIS -- Small businesses, particularly those in 
distressed areas, ~ften lack expertise in the basics of small business management, 
including borrowing, managing and repaying money. When commercial lenders 
abandon these communIties, there is often no place to turn for essential capital, credit 
or infonnation. . 

• Discrimination ,-- Home Mortgage Disclosure Act (HMDA) data suggest thatJ 
deliberately or not, home mortgage lenders deny loans 10 middle- and upper-income 
minority borrowers more often than to moderate- and lower-income whites. 
Anecdotal evidence suggests that the situation is even worse for commercial and 
consumer loans. 

• Shortage of Credit and Capital -- The unmet demand for credit and capital in poor 
communities is therefore subSlantiaL In 100 many iow- and moderate-income 
neighborhoods, loans are unavailable for even the most credit-worthy housing and 
business purposes. A recent study found $360 million in unmet demand for credit
worthy small business loans in the City of Oakland alone. In New York City's 
distressed communities, more than a $30 billion in demand for housing loans that 
would qualify for federal insurance went begging. Economic revitalization cannot take 
root in these communities where good risks and sound businesses cannot get loans. 

B. Promising Responses to the Problem. Many enterprising communities have Come up 
with their own ways to fill the void in community development and banking services. We 
have looked at a varicty:of promising alternatives under way around the country, including 
community development banks; community development credit unions, corporations, and loan 
funds; loan consortia and other community development intemlediarics; and community 
reinvestment by mainstream commercial banks. 

1. Community Development Banks (CD Banks): South Shore Bank in 
Chicago, Elkhorn Bank and Trust in Arkansas, and Community Capital Bank in 
Brooklyn offer a comprehensive range of assistance to the communities they serve. 
Through for-profit and non-profit affiliates, they provide basic deposit, saving, 

2 



checking, and consumer and mortgage lending scrvices~ venture capital for small 
business; microenlerprise loans:; and technical assistance, They also develop rental and 
cooperative housing for low-income residents and commercial real estate for small 
businesses. Three such integrated, full-service financial community development bank 
holding companies have emergcd Ovcr the last twenty years. 

2. Community Developmenl Financial Institutions (COn's): A variety of 
other community-based organizations have found their own financial service niche: 

• Community Development Credit Unions (CDeUs) are regulated financial 
cooperatives owned and operated by lower-income persons to serve the 
deposit, chcck-cashing, and small consumer loan needs of their members. A 
growing number of CDCUs are making development loans: for small business 
expansion and start-up. Like CD Banks, CDCUs can offer federal deposit 
insurance up to $100,000. The largest COCU is the Self-Help Credit Union in 
North Cart,lHna. With more than $40 million in assets. it is second only in size 
to South Shore Bank among community lending institutions. Self-Help is pari 
of a larger holding company that includes independent, non-depository credit 
and support mechanisms. There arc over toO CDCUs across the nafion~ one 
the newest was chartered in South Central Los Angeles last November. 

• Over 1000 Community Development CorPO(illiQ~ (CDC's) have been 
created by civic and community groups, local or state development authorities, 
and banks to provide small business or micro-enterprise lending j large 
community development projects, or affordable housing. Their sources of 
capital and loans include other banks, federal small business and housing 
programs, local corporations and foundations, and major national assistance 
corporations such as USC or Enterprise. 

• Scores or specialized Community o.:yclopment Loan Funds (CDLEs), both 
for-profit and non-profit. aggregate capital and contributions from socially 
conscious banks, investors~ and foundations to provide equity. bridge loans, or 
below-market financing for affordable housingj revitalization of retail stores, or 
small businesses in distressed communities, 

3. Community Development Intermediaries (COl's): A number of state and 
local governments, community groups, and financial consortia provide specialized 
services tbat link communities, COB's, and CDFI's to mainstream banking, credit, 
capital, and government insurance and subsidy programs and secondary markets. 
These intermediaries undenvritc, guamntcc, or repaCkage loan.,,; to credit-wortny 
businesses and individuals in distressed areas. 

4. Community Reinvestment by Mainstream Banks: Either in response to 
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pressure from community groups to meet their obligations under the Community 
Reinvc..litrncnt Act or out of their own seU-interest to learn how to better serve 
underserved marketsJ many mainstream commercial banks and thrifts have begun to 
provide essential financial services to distressed communities. Some have formed loan 
consortia, loan toss reserve funds, and community lending networks; others provide 
capital, loans, or contributions to the community development institutions described 
above. A few Bank Holding Companies (BHC's) have recently created and capilalized 
Community Development Banking subsidiaries to serve fhe financial nc.cds of 
distressed communities,l 

III. PROPOSALS 

Gjven the variety and promise of these local efforts, we ndvise against mandating any 
single model for community development -- although the program would encourage CDFls 
which have reached a certain size and level of sophistication to cventualty become chartered 
depository institutions:. (nstead, we recommend a flexible. bottoni-up community lending 
initiative based on the principles you outlined during your campaign. 

The community empowerment strategy we have proposed includes four piece..'{: 
economic empowennent zones; community development financial institutions (CDFI); 
strengthened Community Reinvestment Act and fair Lending )av.-'S; and community 
p3rtnerships against crime. These four initiatives are the first in a series of proposals to 
address the unique needs of urban and rural America. 

In this memorandum) we present detailed options to 1) strengthen eRA by demanding 
performance instead of paperwork, and 2) develop a national network of community financial 

1 eRA focuses only on a limited set of financial 
institutions I but there is a conSiderable amount of basic 
banking, lending and other financial services done by other 
entities, including 

• car loans extended by the credit arms of car companies 
, personal and home loans by consumer finance firms 
• commercial loans by commercial finance agencies 
• basiC deposit and checking by money market funds. 

The total of such non-bank financing exceeds S1 trillion. The 
total assets of other financial sectors (insurance companies; 
investment companies, broker-dealers£ mutual funds, money market 
funds: and pension funds) almost double the total assets of the 
regulated banks, thrifts, and credit unions~ None of these other 
financial institutions is subject to eRA, and all are therefore 
beyond the scope of the Working Group's current review and 
recommendations. , At a future date. it may be worth exploring how 
these other financial institutions might also playa constructive 
role in reinvesti;ng in distressed communities. 
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institutions -- community deve!opment banks. credit unions, revolving loan funds. 
microenterprise loan funds, and more. 

A. Community Reinvestment Act (CRA) Reform 

I. 	 History 

The Community Reinvestment Act requires regulated financial institutions to "serve 
the convenience and the needs of the communities in which they are chartered to do 
busincss. 1I Under eRA, regulators of financial institutions -- the Fed, Complrollcr of the 
Currency (OCC), the Federal Deposit [nsurance Corporation (FDIC), and the Office of Thrift 
Supervision (OTS) -- undertake periodic examinations of each federally chartered institution. 
Using a twelve-factor analysis. an examiner assesses the institution's iending practices and 
assigns the institution a eRA rating of "outstanding," "satisfactory,'" "'needs to improve." or 
"substantial noncompliance." The examiner's eRA report is available for public Inspection 
and an institution's eRA rating is taken into account in a regulator's evaluation of the 
institution's application for a charter, new branch, merger. or acquisition, 

During the campaign, you promised to focus eRA evaluations on "pcrformance> not 
paperwork." Both banks and community groups argue that current eRA policy suffers from 
several shortcomings: 

• 	 Vagueness -- The current evaluation process provides insufficient guidance for 
both regulators and regulated institutions On precisely which practices 
demonstrate eRA compliance. This vagueness is one source of the highly 
subjective nature of eRA evaluations and the "grade intlarion" perceived by 
community groups. 

• 	 Paperwork. not results -- In the face of this uncertainty, both regulatorS and 
regulated institutions have focused on an institution's process~<;; and paperwork, 
such as meetings with community groups and minutes from board meetings. 
rdther than on results. This has created substantial burdens: for both regulated 
institutions and regulators. without any corresponding gain in eRA 
effectiveness. 

• 	 Poor performance -- Although more than 90% of all regulated institutions 
receive "satisfactory" or better CRA rJtings, redllning persists in low- and 
moderate-income neighborhoods, 

• 	 Inequity -;- Although some institutions reinvest beavily in their communities 
and otbers'only lightly, almost all institutions receive passing eRA grades. 
This not only hampers the ability of regulators and community groups to 
monitor reinvestment practices, it also deprives responsible institutions of 
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recognition for thcJr perfonnance, 

2. Stronger eRA Enforcement 

We recommend three measures to improve eRA enforcement. none of which requires 
legislative action: 

1) Better examiners: Many examiners lack experience in conducting CRA 
examinations, Bank regulators need to develop a well-trained corps of examlIlcrs who 
specialize in eRA examinations. 

2) Stronger sanctions: Regulators should be allowed to usc supervisory letters, 
letters of reprimand, and civil money penalties to enforce actions against institutions 
with persistently poor CRA performance. 

3) Performance':based standards: The mo~1 sweeping step wc can take is reform 
the CRA examina~jon protocols to focus more on quantifiable measures of an 
institution's actual performance in providing financial services to its community. 
Banks should be judged on the basis of tbe magnitude and distribution of lending .nd 
investment in low;- and moderate-income neighborhoods. and the provision of basic 
banking services. For example, banks should receive partial CRA credit for investing 
in community development institutions (see below). Banks should also be subject to 
fair lending examinations to determine whether they engaged in a pattern or practice 
of discrimination. 

The first two steps arc relatively non-controversial. The third) more dramatic 
measure, performance-based standards, will draw criticism from some financial institutions 
who arc worried about "credit allocation" and increased paperwork, along with a few 
community groups who think vague, undefined standards give them more public leverage over 
the banks. 

We believe that n,cither concern 1S weB-founded: The proposed regime does not 
prescribe lending or investment quotas, and remains sensitive to the varied needs and 
strengths of financial institutions. Performance-based standards will reduce uncertainty and 
paperwork for banks and' regulators alike, by giving them measurable goals .nd clear 
guidance. A streamlined examination procedure will be developed for the examination of 
small and rural institutions, 

Most community groups will support the new standards because of their potentia) to 
increase access to basic banking services as well as lending and investment. Community 
groups' real concern is that after 12 years of strained rchltioDs. they don't trust the regulatory 
agencies. They need to know they will have a strong voice in the examination process. In 
conducting eRA and fair lending examinations, regulalors should actively solicit the views 
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and comments of residents. small businesses, and citizen's groups in the institution's 
community (see Tab A for more detailed description of CRA options). 

S. A National Network of Community Development Institutions 

To date~ ",rith almost no government support. communi1Y development financial 
institutions (CDFls) have proved that it is possible '0 mobilize and lend significant amounts 
of capital for development in credit-deprived communities. We propose two measures to 
stimulate the growth and impact of these institutions: 

1. 	 A Community Banking and Credit Fund 10 provide federal 
capital assistance that will dramatically expand the amount of 
capital available for CDFI startup and expansion without creating 
enormous financial liabilities for the: federal government 

2. 	 A national information clearinghouse and support syslcm to help 
prospective CDf<ls get off the ground and existing ones to run a 
profit.

i 

1. The Community Sanklng and Credit Fund 

We envision a federally-chartered, quasi-private enterprise known as the Community 
Banking & Credit Fund ("Fund") to oversee the development of a nationwide network of 
community development financial institutions, The Fund would he governed by an cleven 
member Board of Directors appoinled by the President and confirmed by the Sen••e. The 
Board would include the cabinet secretaries or designees of the Departments of Treasury, 
HUD. Commerce. and Agriculture, a representative of the Small Business Administration, two 
representatives of ;he CDrl imJustry. two representatives from community grOUPSI and two 
representatives of the mainstream banking sector. The Chairman would be appointed by the 
President. The Board would serve as a corporate board of directorS to establish policy, and 
would retain a full-time President to manage opcratiotL'): of the Fund. 

[. I. It a Trust or a Fund?] , 

2. Selecting Ne\work Participants 

To reccive financial or technical assistance from the Fund; an institution would have to 
be a member of the national COFI network, and meet several stringent standards: 

• Demonstrated ability 10 manage a CDFl. 

• A primary, explicit and highly public commitment to community 
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development. To quaUfy, a CDFJls loans and investments would have 10 go 
toward community developmentl and serve an area that needs it. 

[Inserl Definition of whal illakes 10 be a COFI, and what kind of services they have 10 
provide in order 10 qualify?] 

• A realistic1 specific strategy to achieve the CDFJ mission) and become setf
sustaining after government support expires. 

• Leverage -- ptivate capital or other support to match federal support. 
George Surgeon of Elk Horn recommends a one-dollar federal match for every 
two dollars of private money, 

• Expertise in technical assistance. Many sman borrowers default not because 
of economic conditions, rather because of a lack of knowledge about 
management, financial, and legal matters. Existing CDFIs have shown that 
with active guidance and credit counseling! low-income residents of distressed 
areas can be extremely credit-worthy. (Attached at Tab B is a summary of the 
specific criteria for eligibility). 

The Fund would solicit proposals for COF) matching funds on a competitive basis. A 
review board, comprised of agenc}', community and private sector representatives, would 
review and sclect applications, 

3. Assistance Provided by th. Fund 

Attached at Tab B is a detailed explanation of the assistance the Fund would provide, 
including: 

• 	 CapitalizatiQu Assistance -- Matching equity that can be used to capitalize new 
CDFI's or expand existing ones. 

• 	 Technical Assistance -- Capitalization loans, grants, or technical assistance to 
applicants that present proposals in conjunction with new or expanding CDPIs. This 
could apply to subsidiaries of CDFIs as well as community groups with technical 
assistance expertise. such as ACORN. 

• 	 Coordinated.Acccss to Relevant Goscrnment Pro.grams -- The Fund would set out to 
give CDFIs a single point of access for relevant federal technical assistance and 
lending subsidy programs. Depository CDFIs could also he encouraged to provide a 
telecommunications network (or office space) for one-stop government loan centers 
(GLCs) that would make SBA, FHA. FmHA and minority business loans and other 
federal programs more readily available to targeted arcl).<;, 
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• Dl:jlQSUs -- Monies being held by the Fund would be deposited with eligible CDPls, 

4, How to Capitalize Ihe National Nelwork of CDR. 

The key question in establishing a national network of community development is how 
to make the most of the federal government's leverage, We present three alternatives, with no 
consensus recommendation. 

[Insert summary paragraph Jaying out the three options before getting inlo them] 

OPTION 1: DIRECT APPROPRIATION 

In your budget prgposal to Congress. you request $354 million for community 
development banks .hrough FY97, with an addi.ional $114 million in FY98, This 
appropriation could be used for direct federal support to CDFls -- equity lnvestmentsj capital 
grants, technical assistance> training, ctc. 

That alone represents a potential 50% increase in capitalization of the CDFI industry, 
which is currently capitafizcd at approximately $700 million and has extended almost $2 
billion in loans nationwide. On a matching appropriated basis~ the new federal funds could 
generate an additional $1 billion in capi.al -- which in tum could Icad to $3-10 billion in 
new (oans in distressed, low-income communities. 
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Chairman Floyd Flake 
Hoase Banking Subcommi= on General. 


Overs;"'t. Investigations. and tile 

Resolution of Failed Financial Institutions 


Hl·139 Ford House Office BuUding 
Washington. D.C. 20515 

Dear Chairman Flake: 

After consideration of your request tilat I become an original cosponsor of your 'Bank Enterprise 
Act Amendments of 1993'. H.R. 2707,1 have determined that I cannot support tilis legislation. 

While I recognize your intentions in offering H.lt 2707. I believe that the approach taken in this bill 
is much less. efficient in fostering genuine community development than that contained in the CHnton 
Administration's recently·introduced bill. the 'Community Development Banking and Financial 
Institution, Act of 1993'. H.R. 2666. As you know, this legislation establishes an independent 
entity, the 'Community Development Banking and Financial Institutions Fund', which will be solely 
dedicated to fostering a broad range of community development initiatives across the nation. The 
Fund will spur economic development through assisting iMovative entities - Community 
Development Financial Institutions (CDFI·s). These ate .orne 300 institutions which today lack the 
seed and expansion capital which they need 10 accomplish more of the extensive army of 
development that they now perform in our nation's most dis invested urban. suburban and rural areas. 
And. while I share your goal of 'mainstreamlng' individoal, in dis invested communities. CDFI', 
provide the best opportUnity to ensure that those in these communities have access to basic credit and 
fmanciaJ services. which are nOt now available in the overwhelming majority of these areas, 

, 

CDFI's, unlike conventional enlities, use focused and flexible lending approaches to meet the varied 
development needs of their 1arget corrununities. Their entire purpose is meeting all of the eommunity 
development needs of that community; whereas conventional institUtions. necessarily and under
standably, have other purposes and goal., By permitting all U.S. r""",cial institutions - depository 
institutions already backed by the taxpayer - access to scarce public funds allocated to this initiative. 
your bill would greatly dilute the efficiency of the President's focus on building the capacity of tile 
non,traditional but highly successful CDF!'s. This result would benefit no on••• least of all the 
communities that so desperately need financial resources. Even under HJt 2666. which at present 
is limited to only $60 million during its first year, many communities will not be reached: this 
problem wiII only be exacerbated if H.R. 2707 is adopted. The benefit of targeting non-tradttional 
CDFI lenders is that most conventional banks cannot and will not teach communities that CDFl's 
operate in every day because they lack the benefIt of the CDFI's community development expertise. 
perspective and roots. as well as their specialized C()mrnunit)'~based subsidiaries, 
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Morrover, the institutions which would bcneftt from H"R, 2707 hove been required since 1977 under 
the Community Reinvestment Act to focus on providing credit, capital and banking services to 
disinvested areas and have largely evaded their legal obligatiOll!l to serve their entire communities, 
II is my belief, in view of the banking industry's overall poor level of performance, that it is 
inappropriare to offer the rewards in the form of the insurance premium credits as contained in your 
bill. I also believe that many of the CRA provisions contained in H,R 2707 - particularly that which 
provides for a "safe harbor· - will uodennine the Clinton Administration's offilrts to Improve the 
effectiveness of CRA and may well lead to d....eased community investment by our nation's publicly
supponed banks and thrifts, In fact, such ·safe harbor· provisions would .helter more than 51 
trillion of the asset base of insurnd depOSitories from public scrutiny as provided for under the CRA, 
As we have seen during our review of eRA during this Congress, many of the difficulties and 
inconsistencies within the: eRA regulatory process are attributable to the federal regulators' present 
emphasis on process rather than bank performance and the effect that an institution's lending has on 
its community's development. By awarding "safe harbors' on the basis of the present flawed CRA 
rating sy.rem, this misplaced emphasis would be perpetuated rather than alleviated. 

On. of the objectives which has been clearly identified by the ClintOn Administration since the 
inception of their commurdry development banking effon ha.< been to adopt a dual-phase approach 
to banking reform. The Administration is seeking to adopt a comprehensive, single-issue community 
development banking bill while simuluneously implementing CRA regUlatory reform, after wbich 
they intend '0 visit many of the issues that you and I and many other members of the Banking 
Coromi""" feel are needed '0 Improve the U,S, banking system. H,R, 2707, by introducing several 
of these issues in,o the community development banking debar., effectively jeopardizes the 
Presiden,'s bill by making it vulnerable to amendment regarding a whole host of issues which would 
be better reserved for considera,ion by the Committee until after H.R, 2666 is signed intO law. 

I am sure that you share my belier that the resources made available under the President', CUP! 
legislatIon will not solve all of the problems thal plague our nation's economically distressed 
communitities, More can be done and more must be done. That is why r am eager to work with 
the President to improve the effectiveness of eRA so that the banking industry does its fair share to 
bring hope to these communities that have been left out of the economic mainstream for SO long. and 
also to foster the growth and development of our nation's exceptional and indispensable CDR's, 

I look forward to working with you on this matter and other issues of vita! concern to our nation as 
the House Bankjng, Finance and Urban Affairs Comminee continues its legislative business. 

P/U::!}U~
Bobby L, Rush I 
Member of Congress 

, 
ce: Members of ,be House Banking Committee 
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REMARKS BY THE PRESIDENT 

IN ANNOUNCEMENT OF 


COMMUNITY LENDING INITIATlv~ 


South Lawn 

12:12 P.M. EDT 

THE PRESlDEJ:T: Thank you very :Il'.lch. I want to say to 
Jo~ ~Pct a~verly ~nd Tim, they have stated more eloquently th* case 
than 1 ever cou~d for the work we are here to begin today. I thapk
them tor their presence here and tor their fine present~tions. 
'(Applaus.e.) 

, I wa~t to acknowledge, too, the presence in the Audience 
of so many people who have been involved in community development
financing tor a lOng time. : thank all of you for coming from all 
over ~erica. We have a remar~ble group of people here from the 
United Sta~es government fr~ the Executive Branch today -- Secretary 
Bentsen and G'r,der Seoretary tleWlllan from the Treasury Departltent I 
secretary Espy and Under secretary Bob Nash from the Agriculture
DepartMent; Cnder Secretary 7erry Duvernay and Assistant Secretary 
,Cuo~o rr~ aLD; the SBA Administrator erskine 50wles: the comptroller
'of the CUrrency Gene Ludwig: the Federal Reserve Board Governor 
-George Lindsay; the Acting Director of the Office of Thrift 
supervision Jonathan Fiecbter; the FDIC Acting Chair Andrew Hove and 
nany, ~any others -- showing that this administration has worked 
together to try to come up with this prcpo~al. 

lId also like to say that ve have some specific Eembers 
of Conqrees who are here today whom I will acknowledge, but ~ust for 
the rest of you who have been working in this field for a lonq time 
and who have felt left ~~t, l!~ going to do sc~ethinq I don't think 
:'ve ever done before -- 11m going to O$K every ~ember of Congress
who is here to stand $0 you can see wha~ support you have in the 

'United Sta~es Con9resa. Would yo~ all please stand? (Applause.) 

By my quick count, there are 41 or 42 ~emhers of the 
COn9res$ here, a very si9nificant representation of people who have 
csked me octually to -- they felt so stronqly about cominq here, to 
delay the start of our ceremony this ~orninq for a few moments so 
that they could complet. th.ir votes ~n~ $till come up here. 

I'm p~rticul~rly pla~&ed that the House and Senate 
: Banking Committ.e chairs heva agreed to sponsor this leqislation and 
, shepherd jts packa9. through Congress. Representative Henry Gonzalez 
, and senator Don Riegle halle both long :been ohalllpions of reinvesting

in ou~ e~nitie$. 

Tho SenAte Banking c~ittee viil hold its hearing on 
this bill this afternoon a~ 2:00 p.n. T~e subco%mittee chairs of the 
HO~$$, Congressman Neal, Kanjorski, Kennedy, Frank ar.~ Flake, have 
All join$d ~o make sure this bill will receive consideration by the 
full House Banking Committe$ within the next few woeks. 

There are tour members of the House I would like to pay 
SQm$ speeial recognition to. first, ~apresentative Joe Kennedy of 
Massaohusetts, who has worked to make the Community Reinvestment Act 
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e reality for all Americans in all communities. And I thank you for 
~h.t. (Applauge.) 

Representative Floyd Flake of New Yor~, who has worked 
to provide ~nnovative ways to spur reinvestment by major !inancial 
institutions and comnunities, and has aotually tried to do so~e~hin9 
vith his ideas in the private sector as well as with his work in 
Conqrese. I thank him very much for his effort.. {Applause.) 

Next, Representative Maxine Waters of California, who 
had ~een the conscience that has kept community development banking
and strengthening the CRA on the nation's leqislative agenda. Thank 
you very much, Maxine. (Applause.) 

And finally, Congressman Bobby Rush of Illinois, who has 
forged a coalition of nore than 70 co-sponsors for a community
deve:opment tinancinq institution's bill that Shares oOttmon qround 
~ith my initiative. I look forward to working with him in congress
and across the coor-try to cha3pion reinvesting in all of our 
communities, and I th~nk him tor mobilizinq 10 m.mhers of the House
ot Representatives in this cause. Thank you, Bobby. (Applause.) 

I'd also like to pay some rec09nitio~ to a person here 
Vho has for 3any yaor$, ~or. than r can ra~ember, pointed out to the 
American people that most poor folks in this country, and most people
who have been left outside of the mainstrsam want a hand up, not a 
hand out -- Reverend Jesse Jackson. Than~ you for bein9 here. 
{ApplAuse. i 

Ladies and gentlemen, as you know, I have just ret~rned 
from the summit of the world's seven industrial nations in Tokyo. 
What I saw there indicated to me that, fram Har1s~ to the South Side 
of Chicago, to SQuth Central Los Anqelea, there is a feeling shared 
from Tokyo to Toronto, people want more control over their lives, 
their families, their communities and their countries. The mov~ent 
'for political reform is running in high gear in all these countries 
because there is suCh a demand for economic opport~nity so that 
people can livQ up to their God-given abilities. 

This administration haa tried to pursue this domarA in 
two ways. Firat of a~l, ~o have a good overall economic policy, a 
policy for bringing the deficit down, a policy for increasing
investmsnt in our coun~ry, a policy for broadening the rules ot tr~de 
in ways that help ~ericans who are working for a living. But, 
seccndlYI we ~ave to recognize that th~re are c~rtain specific
prob:ema that are unique to our country, unique to our statss, unique 
to our communit!es. And they require a speCific response. And so we 
have developed a technology policy, a policy for defense conversion, 
,tor communities and people who ha.vQ been hurt by cutbacks in defens-e 
spending. We have sent to the Congress a proposal to create 
empowerment zones w~ich will complement this effort, to encourage 

"peeple to invest in distressed r~ral and urban co~unitie$ in this 
na~ion. And today we ~ke up the eo~unity financing issue. 

A few days ago when I was 1n Japan, working to build a 
nsw global econo~1, my hand was strengthened because of the progress
'that has been made in Con9ress in dealing with these larger issues -
reducing the defioit and investing more in education and t.rair'.inq.
It enabled me to ask our friendly competitors to lower their trade 
barriers so that we Cftn increase ~erican jobs and Americ~n exPOrts; 
to work with us to increase economic qrowth, k.ep interest rates down 
/lind mak6 cc:mmon oaUille to battle high unemp:o~ent, whioh is a problem 
in every advanced nation in the world today. 

Today, ; will report to a bipartisan leadership meeting 
of the Congress on the achievenents of this summit. But! will also 

Ihave to tell the~ that th~ challenge remains. We can only enjoy the 
frui~s of the opportunities creatsd at the Tokyo ~eetinq if we follow 
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through on the commitment to pass the economic plan now before the 
Congress and if we take the initiatives like the one we're here to 
celebrate today. 

. To those who would do nothirig or let us slide back into 
the status quo, I would say that we must go forward, we must adopt 
the largest deficit reduction plan in our history. Look how low the 
long-term interest rates are now because of the efforts that are 
being made. (Applause.) We must adopt these strategies to bring
jObS to America. We must maintain our nation's leadership in the 
global economy. 

On the issue of whether there must be economic change in 
a nation desperate for jobs and growth, there can be no doubt of the 
answer. Today, I am sending to Congress an innovative proposal that 
will bring new life and new opportunity and new directions to 
communities allover America that lack capital and credit, the kinds 
of basic banking services that these three fine people needed so 
badly and had to look so long for. 

i This proposal creates a fund to provide grants to new 
and existing community-based lenders. The fund will provide about 
$400 million over fiVe years and will employ a number of measures to 
increase significantly the total money provided to communities 
~hrough these community institutions. 

Under this plan 'every dollar the fund provides to a 
community development bank must be matched at least by another dollar 
of private capital. Other community development financial 
institutions will also be required to match assistance as well. The 
Treasury Department predicts that this matching requirement and the 
leverage provided by the institutions will produce at least $2 
billion in additional investment. 

If you look at the size of the average loan in these 
kinds of institutions leading to the number of jObs created that are 
represented by the three fine people on this platform today, the 
potential for creating new jobs in America through this initiative is 
absolutely enormous. And they can be created in places where people
have long given up on the free enterprise system simply by making the 
free enterprise system work for a change for those people. 
I(Applause. ), 

These institutions come in a wide variety of sizes and 
shapes. They are banks with a special commitment to community
development 1 they are community development banks set up for that 
purpose on1Y1 they are credit unions1 they are micro-enterprise loan 
funds. I can tell you this, most of the enterprises that we are 
talking about helping, that were in existence in the 19805 that made 
loans to poor people who lived in their community or to struggling
small business people had a lot lower failure rate than some of the 
high flown financial schemes that were subsidized by other government
policies in the last decade. (Applause.) 

Because of the commitment and understanding of people in 
all different kinds of financial institutions, every type of 
community development financial institution will be eligible for 
assistance under our program. The existing network of community
lenders have demonstrated that when there is a constant commitment to 
,this kind of development you can produce growth and jobs. 

I Many of you with us today from chicago's ShoreBank to 
North Carolina's Self-Help Credit Union to Arkansas' Elkhorn Bank - 
which Mack McLarty and the First Lady served on the board of, and 
which I helped to raise funds for when I was in a previous position 

;__ understand how economic growth is built from the grass roots. It 
,works in urban areas, it works in rural areas. We were wondering
·when we set up this bank in Arkansas whether small towns and rural 

MORE 




••• 

- , 

areas really CQuld benefit from the kind of strategy that had worked 
so brilliantly for the South ShoreSank in Chicago, and the answer 
turned out to be a resounding yes. 

The government's rola in this is crucial, but limited. 
The X'Gal solutiol".s must come from the coul.mity, 1'ro:o the people who 
live there who know their neighbors. It is our job to e~pover those 
oommunities with the tools they need to generate growth a~d jobs.
And then let the hard work and the determination Qf the people pay 
off. 

At the same time, ! recognize that without the 
involvement and investment of major banks, low and moderate income 
communities will still be deprived of a full ranqe of econoaic 
opportunity., 

The Commur.ity Reinvestment Act of 1977 requires that 
banks and thrifts meet the credit needs of the entire community in 
'Which they do business. And while the eRA has played .an important 
role in making creai~ available to underserved urban and rur~l 
communities, I t~ink we would a:l admit that it hasn't lived up to 
its pote~tial. The current enforcement system relies too much on 
public relations documentation and not enough on real lending
performance. (Applause.) 

This has been a pain for everybody involvod -- too much 
paperwork for the banks ana not enough investment for the 
communities. That's why I am sending a memorandum to the four 
fedora! banking regulators that requires them to implame~t a series 
of reforms around eRA -- designed to increase investment in 
~ommunities that need it, while simultanaously straamlining ~nd 
claritying tha ragulatory procass, The policy 'Will be good for 
~nks( good for cOlllIf.uni~ies, goed for borrowers, and it repreaen-:s 
real char.ge. 

These actions today fulfill a commi~ent I ~~de during
tha lost campaign when I promis&d that we would work hard to unlock 
the energy and the entrepreneurship that lies latent in ~he hearts 
and souls of men and women in this country in every oororounity. This 
proposal will enable them to take e sm~ll loan and start a business; 
to turn their dreams into storefronts, and than expand those 
storafronts into cheins, creating jobs· tor their neighbors and 
brinqinq opportunities to their neighborhoods. It will make them a 
par: of the movemen-: for democratic capitalism and growth that is 
reshaping the entire world, but haQ left too &any Americans behind. 

Now, I'd like to introduce thrae people who Are going ~o 
help us carry out these commitments: Hugh McColl, the CEO 
NationsBank; Irving Henderson, the chair of the Nation~l Community
Reinvestment Corporation Coalition I and Ron Grzywinski, the Ch~irm~n 
of Shore Bank in Chicago. (Applauee.) 

THE PRESIDENT: I'd like to conclude this morning's 
eeremony just by saying ag~in, as 1 did Wh~h I opaned, that I know 
that every one ot you who's worked in this tield tor any length ot 
time has e story or personal stories that you could tell. ~~d I just 
want you to know that I ~m grateful for the work that you have done 
and the role that eeor. of ycu have played in bringing ~~is bill to 
its present point. 

I got on this issue as 90vernQr when 1 ea'W so ~ny needs 
that were unmet. and when the now Under Secretary ot Agriculture tor 
Community Development Bob Nash and I workad hard to ~se our existin9 
authorities to help people who couldn't have access to credit. I 
learned about the South Shore Development BAnk. And, through them, 
met a remarkable =an named Mohammed YuniG, who told me how he f 
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'through the Gromaen Bank, had made ~rket rate interest loans to poor 
~illaqe women in Bangladesh. And over 95 percent of them had 
,aotually paid the loans back. 

, And then, this became part of our reinventing qove~ent 
initiative of the Denocretic Leadership Council. and then ~ idea 
that the vice President cha~pioned in his efforts to examine what 
we're doinq here. A lot of yo~ have helped me in my understanding of 
this. Floyd Flake showed me the busine$ses around his cburch. Hugh 
McColl stayed up half the night one night. talking with me about the 
Community Reinvestment Act and how ve could make it york. My friend, 
Charles Stith, there from Boston, has spent years on this. 

To all of you who have played any role on this, I tha~k 
you very much. And I ask you now to worx with this vopderful 
representa~ion from Congress to make sure we qet ~e job done and do 
it in a hurry. Thank you. We're adjourned, (Applause.) 

12:40 P,M. EDT 
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NATIONAL ASSOCIATION OF DEVELOPPIENT ORGANIZATIONS 
444 North C.pJ/t;>I Sftoet, N.W., SuIt. 630, Washington, D.C. 20001 202-624·7IlO6 FAX 202-624.8813 

July 16, 1993 Vol. 16, No. 27 Editor: Aliceann Wohlbruck 

Clinton Releases Community Development Bank Initiative 

President Clinlml July 15 announced his Community Development (CD) Banking legislative initiative 
at a White House presentation, attended by NADO staff. The President used the ceremony to highlight the 
proposal, thank Congressional and private sector supporters of the measure, and gain momentum for the 
legislation as it is introduced in Congress. 

Senate Banking Committee Chairman Donald Riegle (D-Ml) and House Banking Committee 
Chairman Henry Gonzonlez (D· TX) have indicated that they will soon introduce the legislation in their 
respective chambers. Riegle's panel held a hearing on the proposal in the afternoon following the White 
House ceremony, and House hearings are schedule for July 21 and 28. 

In general terms, the legislation authorizes $382 million in funding over four years to capitalize a 
network of community development financial institutions (CDFls). CDFJs include new and existing 
community development banks) community development credit unions, revolving loan funds (RLFs), micro-
loan funds, minority-owned banks, and community development corporations. CDFIs must; 

(1) [have] as its primary missioo the promotion of community development through the provision ofcapital, credit. or 
development services in jts investment areas or to targeted populations: and (2) encourage. througb representation OD 

its: governing board or otherwise. the input of residents in the mvestment areas or the target population, 

The fund may provide op tb $5 million for "qualified insured community development financial institutions" 
such as development banks and credit unions and up to $2 million for ·other qualified community 
development financial institutions" such as RLFs and micro-loan funds. Under the proposal, CDFJs are 
required to match all federaJ dollars with nonfederal funds and submit a strategic program outlining their 
plan II meet the economjc development needs of their targeted communities. II 

While NADO supPorts !he concept of the proposal, some specifics of the bill may be of concern. 
Although copies of the administration's proposal are not yet available, NADO obtained one of the final drafts 
Of the proposed legislation (see July 9, 1993 NJUJ() News for more i'!fomuuion). The draft states, "The 
term 'community development financial institution' does not include an agency or instrumentality of the 
United States or an agen~y or instrumentality of any Stale or political subdivision thereof." 

"It appears that the bill does not take into account the long, successful record regional development 
organizations have in managing a number of community and economic development financing programs. 
For many years, regional development organizations have helped provide small businesspeople and 
entrepreneurs access to capital that they were otherwise denied:" according to ~ADO President Bob 
Paeioec.. "This legislation will serve a far greater number of people in rural areas and small metropolitan 
communities jf r ional 'develo ment organizations are allowed to participate." 

/Tomo/ing economir deJ'elopmt"?11 in America:r smalldrips and rural arcas 
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Deputy Assistant Secretary Hawkins addresses NADO Board 

/. Wilbur Hawkins~ Acting Assistant' Secretary for Economic Development and Deputy Assistant 
'SecreJary, Department of Commerce, July 12 addressed NADO's Board of Directors during their annual 

.;summer strategic planning meeting. NADO's Executive Committee, Strategic Planning Committee and 
Board met July 10-12 in Asheville, NC, 

,_ Hawkins lold NADO's Board that he has very different expectations for Economic Development 
"Administration (EDA) programs and staff than have been held over the past 12 years, He believes that , 
:'under the Clinton administration, EDA is "coming up from the depths of obscurity so fast." While this will 
'be' both necessary and beneficial for economic and community development, Hawkins warned that the 
'process will be difficult! 

The new DeputY Assistant Secretary said that he supported at least a two-year reauthorization for 
r 

EDA, because being reauthorized annually through the appropriations bill (the system under which EDA has 
operated for 12 years) tmakes implementing reform or new initiatives, much less planning, difficult or 
impossible. The admin,istration is planning a number of improvements and innovative proposals to make 
EDA programs more responsive to "customer needs," according to Hawkins. 

The Deputy Assistant Secretary gave a sweeping overview of many of the recommendations he hopes, 
will be implemented, These include: studying the Economic Development Representative (EDR) program; 

.improving EDA's grant application process, including shortening processing time and making the procedure 
more "customer friendly;" improving federal intra-agency collaboration and oversight (based on efforts such 
as the Kansas single loan application project); increasing flexibility and autonomy at EDA's regional level; 
implementing fewer mandates; and studying EDA's Overall Economic Development Program (OEDP) 
requirement. The Deputy Assistant Secretary also said that EDA would be studying the Revolving Loan 
Program to find methods to make it work better, The goal of these reforms, according to Hawkins, is to 
inake "EDA the most recognized economic development entity in the country," 

! 

. The Board also;heard a presentation from James Youngquist of the University of Georgia, who· 
9iscussed plans to establish a depository of regional information at the University of Georgia. The Board 

· endorsed the proposal, I and preliminary efforts to create a library are well underway (NADO News will 
,'provide more details as they become available), 

• 

The strategic planning committee drafted a set of proposals which the NADO Board adopted . 
. : Following is a partial list Of the recommendations the NADO Board endorsed: 
:' . 

• 	 Develop and present to Vice President Gore's panel on reinventing government a list of issues 
in con"flict with :the ideas of Total Quality Management and Reinventing Government. 

• Survey NADO members on RLF training needs and proposed curriculum, as well as on 
./' . training needs within other programs. 

• 	 Enlist support of bankers' associations to help with Community Development Banking .... 
legislation to e~sure that existing RLF and small business finance programs are included, 

• Study and implement methods in which regional development organizations can develop or·,·" , expand partnerships with community-based organizations. 
" 

.• 	Hold a contest !for NADO to develop a mar~eting brochure for their regions to use as a 
companion piec1e to NADO's marketing piece, 

• 

~:. .. 
I • ~ • 
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Commerce, Justice Appropriations Bill Consideration Delayed 
, 

The House delayed further consideration of the Commerce, Justice, State and Related Agencies 
appropriations bill (H.R. 2519) until the week of July 26 (See July 2. 1993 NADO News for more 
in/annarion). Pending is an anti-Economic Development Administration amendment offered by Rep. Joel 
Hefley (R-CO) that would strike the $26.284 million "for necessary expenses of administering the economic 
development assistance programs. " 

The bill was originally schedule to be considered July 14, but was delayed as a courtesy to 
Commerce, Justice, State Appropriations Subcommittee Chairman Neal Smith (D-lA). Smith joined 
President Clinton in Iowa to inspect damage caused by flooding in Chainnan Smith's district. The bill was 
then scheduled to reach the House floor July 15, but legislators did not have an opportunity to consider the 
bill as debate on the Interior appropriations bill (H.R. 2520) lasted the entire day. In order .to allow 
lawmakers to return to their districts to work over the weekend, the House is not in session July 16-19. 
H.R. 2519 will likely be consiclered Tuesday, July 20, at which time the House will debate Hefley's anti-
EDA amendment. : 

I 
NADO members are urged to consult the July 2, 1993 NADO Actiongramfor more irifonnation and 

details on oction they should taJ:e. Please call SCOtt Whipple on the NADO staff ifyou have any questions. 
, 

Empowerment Zone Briefing Held 

As House and Senate conferees began work on the final fiscal 1994 budget reconciliation bill, the 
future of the president's enterprize zone proposal remains uncertain, according to administration sources. 
During a July 14 briefing attended by NADO staff, senior administration officials including Robert Rubin, 
head of the National Economic Council, Henry Cisneros, Secretary of the Department of Housing and Urban 
Development (HUD) and Andrew' Cuomo, HUD Assistant Secretary, explained that the plan still faces 
significant hurdles. The proposal's fate rests on whether supporters are able to include the costly measure 
in the final agreement House and Senate negotiators will hammer out in conference committee. Efforts to 
include the measure are made difficult by desire to reign in the federal deficit. Congressional leaders want 
to conclude action on the meas~re prior to the August recess. 

Although the House passed the $4.1 billion enterprise zone plan largely intact as part of its 
reconciliation measure, the Senate passed only a portion of the proposal, providing $500 million in wage 
and tax credits for Indian reservations. (The Senate also passed a nonbinding "Sense of the Senate" 
resolution, sponsored by Sen. Joseph Liebennan (D-CT), which indicates the Senate's support for enterprise 
zone legislation.) Lawmakers now negotiating the final budget package must decide how, if at all, the plan 
to help distressed communities may be included in the final reconciliation bill without alienating fiscally 
conservative Democrats in the House and the Senate. 

If included as passed by the House, the plan would create 10 "empowerment' zones" and 100 
"enterprise communities" in economically distressed areas nationwide (see May 14, 1993 NADO Newsfor 
more in/annatian). Zones and communities would benefit from a combination of "traditional" enterprise 
zone tax incentives with increased coordination of federal dollars to help stimulate economic development. 
The plan proposes designating 35 enterprise communities and 3 empowerment zones for rural areas. 
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· · , 
NADO Nomination Forms Due July 27 

.' Nomination forms for NADO Board of Directors, officers, and individual awards for outstanding 
executive director (Fogle Award). governing board member (Salazar Award), and private sector or nonprofit 
pinner (Partnership Initiative Award) must be mruled or FAXed to NADO by July 27, not July 20 as 
indicated on the nomination forms. Board of Directors ballots will be mailed August 9 and musl be returned 
by August 31. For more information contact Susan Rocke. NADO Director ofAdministrtuion and Meetings. 
at (202) 624-7806. . . · 

TVA Pr0i¥>ses Strategic Planning Assistanc for SRDCs 

During a meeting July 13 before the Monday Management Group (MMG) representatives from the 
Tennessee Valley Authority (TVA) outlined a proposal to provide strategic planning assistance to State Rural 
Development Councils (SRDCs) within the Tennessee Valley (AL, GA, KY, MS, NC, TN, and .yA). The 
assistance, which would be provided at no cost to states within the TVA region, would be based on TVA's 
ten year involvement with facilitating the strategic planning processes at the community and regiona11evels. 
TVA has also proposed providing assistance to states outside the Tennessee Valley, provided the SRDCs 
cover the costs of travel ~d per diem associated with travel to the workshop site. The Monday Management 
Group is currently consid~ring the TVA proposal and will schedule follow up discussions in the near future. 
For further information on this or other MMGISRDC initiatives, call SCOft .Whipple on NADO's staff. 

Ru'ral Development PubliCations Available: 
, 

The Community and Rural Development Institute of Cornell University (CaRDI) was established in 
1990 to provide research, education and poliey analysis on community and rural development issues. CaRDI 
conducts a number of workshoPs on topics such as the County GoVernment Institute for electedloeal officials 
and department heads,; Social Trends and .Outlook Conference ror human selVice professionals, and the 
Community Land Use. and Economics Simul~tion for development professionals. In addition, CaRDI 
publishes a number of documents that are available free of charge: '.. 	 . . ". . ". ' '. 

• 	 CaRDI Newsletter, published quarterly, includes state and federal legislative updates, community 
and rural devel~pment news, ~d information on upcoming events and conference~. . : 

• 	 Resource Directory of Community and Rural Development Programs at Cornell highlights 
programs that are of interest to community leaders. Provides contact person in 65 prOgrams in 
economic development, environmental management. human services and jnstit~tional support. 

• 	 Community Development Reports include state and federal policy analyses, research briefs on 
community and rural development issues. and case studies of innovative local programs. , 

• 	 Resear<:b Monographs are published occasionally on demographic trends and other community and 
. . rural develop~ent topics . 

, 
To IJe placed 1m CaDRl's mailing lis! write to: CaDRl, 48 Warren Hall. Cornell University, Ithaca, 

IfY 14853·7801, or c'all (607) 235·9510. 

Contribu'tOfs; Scott D, Whipple, Legislative Analyst and F, Q!iear Hines, ReS¢3.,ch Assihlant 
• 
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! Ointon Unveils Plan 
I For ,CommunityLo~~~ 

' .. 
ByROOER'UI.GARSSON 
t,nrdCLAUDtACUMWINS ' • 

WASHINGTON - President 

Clinton unveiled his communi

ty dev¢lopment lending pr(). 

cram Thunday with. show of 

politk',ll ,trength that ~ 


bank1i may ha'lllt tfOubk: pinins 

rqullUory relieflhroosn the Iq. 

isblion. ' 


Surrounded by Vice Presidenl, 

AI <mre, Cabinet ~taries, • 

I;!.rge coOJR$Si<ma1 dclqation. 

rqulaton., banken, and com

munity activist .. the President ': 

(aIled for a $)82 mil\u.m fund 
rOf coml'l'lunhy development . A"'~'I 
lenders ow::r the 1lI'::t1 four years. 

Mr. CiolUn aho asked lite 
{out bank and thrifi n::gulatory 
qeru:iN 1.0 re... iew lhe Commu
nity Reinv$ment Act, with an 
t:)'t toWard «!(lOOn& paperwru'k 
lind increasins lendina in ~
income OOIDmunilies, 

WII~le HQUSe slww oJj('IITf,,'t 

8y invotving1he ftgutattin in 
eRA, the PT¢$ident may -have 
prumpted industry etrQf'ts to 
have Coogneu Wit eRA and 
ether n:,uIaIOfY requirements 

SH COMMUNm' JIG#' i.e 

~ 

--\I. 
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Commull1ityLoan PlanUnveiled 
, 	 . 

CU'.drlOMt "- ptJIt' 1 
through amendments 11> com
mlll'lit} deve1wmentleslslation. 

COflJrt:U membeni "have in
dialed 10 \IS that they are look
illl for a vehicle for /t3U}.alory 
relief, and this rould'bt it,'" said 
Edward L. Yinglll'l&' executive 
"let ~t of the American 
Banke~ Auoci.\lion, 

Quid, AttiOlllndieated 
HQ~ver. 1M: sheer m.gn,.

ludt of the «U'mony on tilt 
White House's south hlwn. 
which nm fur ncarly an hour. ill
dic:lIi~d 1M administnJtiOl'l and 
rongrnsional leaden W3nl to 
move the pack'lI: tbr.ouih 
quidly and without 
amendmen~ 

-In all the yean I've btcD lob
bying. I've never ..etc so much 
horsepower behind a hankins 
bin.- Said Jim BUlera, .....tlo rep
In\':nts several financial insti
tutions. , 

The Se~k Banking Commh. 
lee- tqan work on the bill !burs
uy .fternoon, liuk nt(lf't; tlwl 
.an hour aAer President Ointtm 
finished speakiflJ.- Rep. Henry 
B. Gonulez. ~Tel.• chairman 

'oflhe Hwst Banking Commii~ 
\t:t, said he wou!d hold hearings 
July 21 and 28. 

" _... 
The: chairmen of the lhm: 

Huuse $ubcommitte-es lh.1 
would Mve juris..bction over the 
biU aveed to permit consider· 
.tion by the full tOMmittt:t: - a 
nep thaI will elp¢ilc thc pm. 
«'U cOII$\denlbly. 

The I'JIO$l siltlirttant chat~ 
knee to 1m: Ginton plan coold 
rome in the Senale, where Re,. 
publicans have mon: It:vcl1l.gt. 

Alfonsc- M. O'Amaw of New 

. '. . .. : '... - ,,::"' ~,.~-.~".:'.~'"." .' 
'Ytn, the Se:natc ~ Com· .:: ~ ainton pnlffllln prom. 
mittcc's unkies: Republican, "bel sorm ftlief from the PlpM"
&IJUtd that ~bs oommercial 
banks an: Jivt:n inccntiVC$ to 
paniripat(, \he Preskient's pUn 
"u 001),. pip!: d,n:am," 

Not Wbl He P:roadRd 
The: prtl,ram ,DDOUI':I(:ed 

ThuNday is «Josiderabiy differ
ent (rom Mr. Clinlon's cam. 
paign promise ~ create 11 1)(1

'Work or 100 cnmmunilY 
devt:lopment banks.. .' ;,.. 
. In,, brief tnten'iew .fttt his 
speech. Mr. Oirn.on said be bad 
learned sinee the election ...thBt 
theft, is • ...mok:, huiC Mt\\'Ofk of 
people: out lhtff iulcrested in 
doiOJ this work, and wt' dido*\ 
wanl toreln"C'nl the wheel in ltV
~ community. 

-So """t' will ~ «eating some 
new community development 
banks in wme aJ'Us.. and we 
may evt1l haW': some WS banks 
Wlmina: ta Ust some of tbrit 
wmmunity reinvestment funds 
to provide (unding." he ",id, 

"But if you've JOt • bank 
that's opt:flting. )W 101 • cn:dil 
union, you jOt some ather dip'
blc: institution that you can dnI· 
matkally incru$¢ the apacity 
of, il mi$bl be btU" to expand 
lbt cap3.01Y nf ltD eliJtinc insti· 
tution rhan cn:att a nt:¥>' one." 

mt bUnko of eRA. though 
oeitbet tilt: adrninistmloo nor 
tbe rqulaloryagr:ncieshavunid 
speciftt:1Uy how the ")Ierl'or~ 
marn::t over pa~" soW: 
miJbt be met. 

1n tmimooy before £be ScI). 
au: B.a~ Colnmiuee Thun

'~<~ --~~''J .,,. 
.; ... ~... ~ 

,;~~~:",,~~~ __ "-'l,,,~T 
>:.; :~;. ;~1·4~

,,-,"t b. "'1;' 11; • t ,'ft

I 	 .k,~ .» .....;.!!", 

'! 	 ~;i.t6; >"j.,,",:
i 	 .·t",.,:.j:~ d;:.;¥.,
'.:, ",~' ~ ",{. ,\,;;,.; 
~ 	 ;<~>~~". ... 

:;t~;"' :' 

""111 McColl 
Supports CliIJlO1t p/a1!f . , 
day. Comptrolk:r oftbe C~ 
cy Eugene LudwiS said 
performan«·based stJ:ndards 
would nat be tied 10 riJ:id DU~ 
metl<:al talJru. 

"SI,lI bet~na r~$)'$1tm of 

cisms; of bani. lI:lld.ill& pmt:tia:s. 
-rbere tm • pm!)' ~ ai' 

of bank bluhill&" said Joe Be 
ltMv. pn:sident of the CoMu.mc 
Bank.t:n Auociation. 

NttionsBank Corp. cbairm'l 
H. McCoU delivtted. sttUnl 
en6orst-ment for the procram 
He said the ellA ~form woW! 
leave "no acutei" fur bank' 
failitl£ to provtde en:dit to low 
income bc:lIl'OWCTl. A law""tha' 
lieU. touIhcr, mort objective 
more quantifi.ble st.ndard1 
'lW)Uid tend lbt clear m~ k 
bltnb that we: will be: mea$U1t( 

by our n:sWu. he said. 

'kmarUCritiehed 
IV:nnctb A.. ~ther,~. 

ti"C' viet presidetll of the trade
penlknt Bankt:rs Association 01 
Amerka. was sharply critkal oj
r.k McColl after the €%ft:tnOO}', 

1lYi0¥ his nldonemeut pw 
....... y the industry's twpinin,-."We are jUlt sitting down w 
nes"ui.lions," laid Mr. 
Guenther, nmlns that tnIJ'ly 
banks still hope the bill an ~ 
m.ha~ to include funds fo: 
rommcn;ial banks aDd some 
mel$\I(t" of rrtulatory ~Iief, 
"HUJb Mt<:011 should know b} 
nO'ft' that you don't give- away 
the banking industry's Mlotiat 
inJ poliitioo in advance, "j don't 
know bow he can say he speaks 
fo¥ the bankm, indllUlj'.-

Mr. McColl de<::lined to tom
menl (.ItI the criticism, 

President alnloo'$ltgillatiyt 
PIltbae would create. fund 10 
provide auistanC(' to communi
ty dt'velopment fi.ancial insti
tutions. Money would ~ .vail· 
able to all leinds of community 
development lenders bul nat to 
the vast majnrity ofcommercial 
banks., thrifU., and credit unions 
nat engaged primarily in t(jm
'muni1Y development knding, 

The money will be; avalt2b!e if 
rntubed d(lilar for dollar with 
private t:e'ctor contributions up 

.wa maxlmllm orss million fm 
insurtd inS1iu.t1ions and $2 mil
-lion for otht:t lenden.. 
; Al!hough the PfOgrnm pro
,:vidC1 only $382 million over 
~foor years, Tn'2wry HIimall:d 
'tha! levernge wi!! result in uti 10 
.s:'U billion in new credit (or 
'low-income tl)mru\;lnities. 

Pn:sidenl Clinton thus sided 
with t'Ommunity groups that 
had arsued apinst &iviO¥ banks 
financial incentives 10 partici. 
pate in cbe: prt:'Igr.lffl, ' 

Llghkrni.q the l.oU 
-with. year ofre«mJ profits, 

banu don't need. bti~," met 
Detpak Bharpva, bank lobb;i$1 
for tbe Assocmtion of Commu
nity Orpni2:ationli for Refutm 
Now. or Acorn. 

numeril:ill targetS and the 'Y~ 
lem we have today. th~ is ron
sidetabk room fur improve
men:!.,.. be Slid. . 

Coattm~tH Tant 
Although bankers .ttended 

Mr. Oinum's antll:~mcC!metl1 
and at k:aS! one commercial 
banker spoke, a number of in
dustry repre:sentati veJ tM>~ 
conecm over the lone of the 
event. p.vticvlady ~over mu-

n 
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TO THE CONGRESS OF THE UN~TED STATES: 

I am pleased to submit to the congress the MCommunity 
Development Banking and Financial Institutions Act of 1993." 
This legislative initiative will promote the creation of 
community development financial institutions that will empower 
individuals and communities and provide for greater economic 
opportunity. Also transmitted are a statement of the 
Administration's principles embodied in this proposal and a 
section-by-section analysis. 

I 

In too many ~rban and rural communities, there is a lack of 
capital and credit. Lending in distressed communities l 

particularly to small businesses l can be complicated. It may 
require special expertise and knowledge of the borrower and the 
community, credit products, subsidies, and secondary markets. 
Community development financial institutions--includinq community 
development banks like South Shore Bank in Chicago, community 
credit unions such as self-Help in North carolina, community 
development corporations, micro-enterprise loan funds, and 
revolving loan funds--have demonstrated that they can provide
capital, credit, ,and development services in distressed areas and 
to targeted populations. 

The bill proposes establishment of a Community Development 
Banking and Financial Institutions Fund that would support a 
program of investment in community development financial 
institutions. The Fund would provide financial and technical 
assistance to, and serve as a national information clearinghouse 
for, community development financial institutions. ' 

This initiative reaffirms my commitment to helping 
communities help themselves. By ensuring greater access to 
capital and credit, we will tap the entrepreneurial energy of 
America's poorest communities and enable individuals and 
communities to become self-sufficientw 

My Administration is also committed to enhancing the role of 
traditional financial institutions with respect to community
reinvestment. As a complement to the community development 
financial institutions initiative, we will adopt regulatory 
changes to more effectively implement the Community Reinvestment 
Act of 1977. These changes will replace paperwork with 
performance-oriented standards and will include tougher 
enforcement measures for non-compliance. 



2 

In order to secure early enact~ent of legislation in this 
crucial area, I urge Congress to oonsider the Community 
Development Banking and Financial Institutions Act of 1993 as a 
discrete bill, separate from general issues of financial services 
reform and any other non-qermane amendments. 



Principles or Administration's Community Development 

Flnanclallnstitutio.. Proposal 


Creation of Fund/Governance. A Fund will be created to provide assistance to community development 
fuJ.anoiai institutions (CDFls). A corporm board of directors of the Food wlll establish policy and will 
inctode the SecrelMies of HUD, Treasury, Commerce, Agriculture, and the Administralor of the Sandi 
Business Administration and individuals appointed by the Presideot who collectively represent community 
groups and have ""pertis. in community development landing and oommen:W banking. A CEO 
appointed by the board will manage the Food. 

Fund A Full Range of CDTh. All types of existlog and new CDFIs will be eligible for as,istance, e.g., 
community development banks, community development credit unions, revolving loan funds, micro·loan 
funds, minority-oYlned hanks, and community development corporations. No set aside Of funds is allotted 
for any one type of CDF!. 

Mission. To be eligible for assistance, a CDFI must have a primary mission of lending to and developing 
an underserved target area or population that is low income or disadvantaged. All CDFIs must prt$ent 
a strategic plan in their appHcation which clearly states bow they wili JJleet the economic and community 
development needs of their targeted communities. 

Require A Non-Federal Match. A minimum match fur investment in insured depository CDFls will 
be required. For investment in other eDFIs, • matth will be required but the amount is left to the 
discretion of the Fund. Technical assistance to any CDFI from the Fund will not require a match. 

Types or 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 to the discretion of the 
Fund. 

Community R.epresentation. A criterion for ttcbiving assistance from the Fund is the atent of 
community involvement in the CDFI. 

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

Promotlon or Selr..Sustaining Institutions. A criterion for receiving assistance from the Fund is the 
likelihood of the institution becoming self--sustaining. 

Umlts on Assistance. Separate limits are placed on the amount of assistance that each insured CDFI 
or other type of CDFI may recelve from the Fund. 

Priute Funds. The Fund will be authorized to incorporate private entities that can receive contributions 
and investments from the private sector to support eDFIs. All private fuods will be entirely off the 
federal budge<. ; 

i 
Safety and Soundness. All insured depository CDTh are subject to the laws and regulations set forth 
by Congress and the banking regulators. No separm system of regulation 0< banking will be created. 

Clearinghouse. The Fund will establish an information and service network in order to belp CDFls 
provide community and economic development assistance. 



A BILL 

To facilitate the establishment of community development financial institutions. 

1 Be it enacted /:Ty the Senate and House ofRepresenlotives of the United States 

2 0/ America in Congress assembled, 

3 SECTION 1. SHORT TITLE. 

4 This Act may be cited as the "Community Development Banking and Financial 

5 Institutions Act of 1993". 

6 SEC. 2. FlNDINGS A.~"D PURPOSE., 

7 (a) FINDINGS • ..!....The Congress flllds that-

S (1) many of the Nation's urban and rural communities and Indian 

9 reservations face critical social and economic problems arisiog io part from the 

10 lack of economic growth, people liviog io poverty, and the lack of employment 

11 and other opportunities; 

12 (2) the restoration and maintenance of the economies of these communi

13 ties will require coordioated development strategies, intensive supportive 

14 services, and iocreased access to capital and credit for development activities, 

15 including iovestment in busioesses, housing. commercial real estate, human 

16 development. : and other activities that promote the long-term economic and 

17 
•

social viability of the community; 

18 (3) in many urban and rural communities, low- and moderate-income 

19 neighborhoods. and Indian reservations, there is a shortage of capital and 

20 credit for busioess and affordable bousiog; 
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1 (4) access , to capital and credit is essential to unleash the untapped 
, 

2 entrepreneurial' energy of America's poorest communities and to empower 

3 individuals and communities to become self-sufficient; and 
, 

4 (5) community development financial institutions have proven their 

ability tu identify and respond to community needs for capital, credit, and 

6 development services in the absence of, or as a complement to, services 

7 provided by other lenders. 

8 (b) PuRPOSE,-'The purpose of this Act is to create a Community Development 

9 Banking and Financial Institutions Fund that will support a program of investment in 

and assistance to community development financial institutions. The Community 

II Development Banking and Financial Institutions Fund will provide financial and 

12 technical assistance, including training, to community development financial 

13 institutions, serve as a national information clearinghouse, and he an institutional 

14 voice for community development. The community development financial institutions 

that the Community Development Banking and Financial Institutions Fund supports 

16 will provide capital, credit, and development services to targeted investment areas or 

17 popUlations, and will promote economic revitalization and community development. 

18 SEC. 3. DEFINITIONS. 

19 (a) APPROPRIATE FEDERAL BANKlNG AGENCY.-Theterm 'appropriate Federal 

banking agency' has the same meaning given such term in section 3(q) of the Federal 

21 Deposit Insurance Act (12 U.S.C. 1813(q». 

22 (b) COMMUNITY DEVELOPMENT FINANCIAL INSTITUTION.-The term 

23 'community development financial institution' means any bank, savings association, 

24 depository institution holding company, credit union, micro-enterprise loan fund, 

COmmllnity development corporation, community development revolving loan fund, 
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minority-owned or oilier insured depository institution, or non-<iepository organiza

tion that

(1) has as its primary mission the promotion of community development 

through the provision of capital, credit, or development services in its 

investment areas or to targeted populations; and 

(2) encourages, through representation on its governing board or 

otherwise, the input of residents in the investment area or the targeted 

populations. . 
A depository institution holding company may qualify as a community development 

financial institution only if the holding company and its, subsidiaries collectively 

satisfy ilie requirements of paragraphs (1) and (2). No subsidiary of a depository , 
institution holding company may qualify as a community development financial 

institution if the holding company and its subsidiaries collectively do not meet ilie 

requirements of paragraphs (I) 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 iliereof. 

(c) DEPOSITORY INSTITUTION HOLDING COMPANY.-Tbe term "depository 

institution holding company" has the same meaning given such term in section 3(w) 

of ilie Federal Deposit Insurance Act (12 U.S.C. 1813(w». 

(d) DEVELOPMENT SERVlCES.-Tbe term "development services" means , 
•

activities conducted by a community development financial institution that promote 

community development by developing, supporting, and strengiliening the lending, 

investment, and capacity-building activities undertaken by institutions, including, but 
i 

not limited to- i 

(1) busi~ess planning services; 
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I (2) financial and credit counseling services; , 
2 (3) marketing and management assistance; and 


3 (4) administrative activities associated with lending or investment. 

, 

4 (e) INSURED COMMUNITY DEVELOPMENT FINANCIAL INSTITUTION .-The term 
I 

'insured community' development financial institution' means any community 

6 development financial institution that is an insured depository institution. The term 
J , 

7 also includes an insured credit union which has been designated as low-income by the .I 
8 National Credit Union Administration. 

, 

9 (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 

11 U,S.C, 1752(7». , 

I 


12 (g) INSURED DEPOSITORY INSTlTImON.-The term "insured depository, 
13 institution" has the same meaning given such term in section 3(c) of the Federal 

J 

14 Deposit insurance Act (12 U.S.C. 1813(c» . 
. 

(h) INVESTMENT AREA.-The term "investment area" means an identifiable 

16 community that 

17 (1) meetS objective criteria of distress, including the number of low

18 income families, the extent of poverty, the extent of unemployment, the extent 

19 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 

21 institutions, and other factors that the Fund determines to be appropriate; or 
I 

22 (2) is located in an empowerment zone or enterprise community 
I 

I 


23 designated under section 1391 of the Internal Revenue Code of 1986. 

24 (i) QUALIFIED COMMUNITY DEVELOPMENT FINANCIAL INSTlTUTlON.-The 

term "qualified community development financial institution" means a community 
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development financial institution that meets the requirements of sections 5(b)(2) 

through (8) of this Act. 

(j) TARGETED 'PoPULATlON.-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. 

(al IN GENERAL.-There is created and cbartered a body corporate to be 

known as the Community Development Banking and Financial Institutions Fund 

(referred to in this Act as the "Fund") that shall have the powers and responsibilities 

specified by this Act .. The Fund shall have succession until dissolved. The charter 
, 

of the Fund may be revised, amended, or modified by Congress at any time. The 

offices of the Fund shall be in Washington, D.C. 

(b) BOARD OF DlRECTORS.

(1) IN GENERAl.-The po,:"ers and management of the Fund shall he 

vested in a Board of Directors (referred to in this Act as the "Board"), which 

shall have nine memhers. 

(2) MEMBERS.-Tbe 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. 

(0) 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 (i) through (iii) of this subpara

graph. : 

(3) CHAlRPERSON.-Tbe 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-CHAlRPERSoN.-The President shall appoint from among the 

members specified in paragraph (2) a vice-chairperson who will serve as 

chairperson in the absence, disability, or reeusa! of the chairperson. The vlce

chairperson shall serve at the pleasure of the President for a term of two years. 

(5) TERMS OF APPOINTED MEMBERS.

(A) IN CiENERAL.-Each member appointed pursuant to paragrapb 

(2)(F) shall serve at the pleasure of the President for a term of four 

years, exeept as provided in paragraph (5)(C). 

(B) VACANCIES.-Any member appointed to fill a vacancy 

occurring prior to the expiration of the term for which the previous 

member was appointed shall be appointed for the remainder of such 

term. Appointed members may continue to serve follOWing the 

expiration of their terms until a successor is appointed and qualified. 
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1 (C),TERMS.-The terms of the initial appointed members shall be 

2 for four years and shall begin on the date each member is appointed, 

3 except that two of the members initially appointed pursuant to paragraph 

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

five years. 

6 (6) ACTING OFFICIALS.-m the event of a vacancy or absence of the 

7. individual in any of the offices described in paragraphs (2)(A) througb (E), the 

8 official acting in that office shall be a member of the Board. 

9 (7) AurnoRITY TO DELEGATE.-Eacb member of the Board specified in 

paragrapbs (2)(A) througb (E) may designate anothl'r official wbo bas been 

11 appointed by the President with the advice and consent of the Senate within the 

12 same agency to serve as a member in bis or ber stead. 

13 (8) COMPENSATION.-Members of the Board wbo are otherwise officers 

14 or employees of the United States sball serve without additional compensation 

for their duties as members, but %ball be reimbursed by the Fund for travel, 

16 per diem, and other necessary expenses incurred in the performance of their 

17 duties, in accordance with sections 5702 and 5703 of title 5, United States 

18 Code. The appointed members of the Board shall be entitled to receive 

19 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 Code, 

21 and shall be reimbursed by the Fund for travel, per diem, and other necessary 

22 expenses incurred in the performance of their duties, in accordance with 

23 sections 5702 and 5703 of title 5, United States Code. 

24 (9) MEljTINGs.-Tbe Board shall bold meetings at least quarterly. 

Special meetings of the Board may be called by the Cbairperson or on the 
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1 written request of three members of the Board. A majority of the members of 
I 

2 the Board in office shall constitute a quorum. 

3 (c) OFFICERS AND EMPWYEES.-The Board shall appoint a Chief Executive 

4 Officer who will be responsible for the management of the Fund and such other 

duties deemed appropriate by the Board. The Board shall appoint a Chief Financial 

6 Officer who shall oversee all of the fmancial management activities of the Fund. The 

7 Board shall also appoint an Inspector General. The Board may appoint such other 

8 officers and employees of the Fund as the Board determines to be necessary or 

9 appropriate. The Chief Executive Officer, Chief Financial Officer, and up to 3 other 

officers of the Fund may be appointed without regard to tl!e provisions of title 5 of 

II the United States Code governing appointments in the Federal service and compensat

12 ed without regard to chapter 5 I and subchapter III of chapter 53 of title 5 of the 

13 United States Code, except that the rate of pay for the Chief Executive Officer shall 

14 not exceed the rate for a position under Level n of the Executive Schedule under 

section 5313 of title 5 of the United States Code and the rate of pay for the remaining 

16 four officers shall not exceed the rate for a position under Level IV of the Executive 

17 Schedule under section 5315 of title 5 of the United States Code. 

18 (d) GENERAL PoWERS.-In carrying out its powers and duties, the Fund

19 (1) shall have all necessary and proper powers to carry out its authority 

under this Act; 

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

22 noticed; 

23 (3) may sue and be sued in its corporate name and complain and defend 

24 in any court of competent jurisdiction; 

(4) may adopt, amend, and repeal bylaws, rules, and regulations 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

9 

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; 
I 

(5) may enter into and perform such agreements, contracts, and 

transactions as may be deemed necessary or appropriate to the conduct of 

activities authorized under this Act; 

(6) may determine the character of and necessity for its expenditores and 

the manner in which they shall be incurred, allowed, and paid; 

(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 Of appropriate in the exercise 

of any of its functions under this Act and may delegate to members of the 

Board, to the Chief Executive Officer, or the officers of the Fund such of its 

powers and responsibilities as \t'deems necessary or appropriate for the 
• 

administrationlof the Fund. 

(e) WHOLLy-OWNED GOVERNMENT CORPORATION.

(I) The Fund shall be a whoUy-owned Government corporation in the 

Executive branch and shall be treated in all respects as an agency of the United 

States, except to 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 Development Banking and Financial Institutions 

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 LIABIUTY.-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 shareholders by any 
, 

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

community development fmandal 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 OFSECURlTIES.-The Fund may Dot issue stock, 

bonds, debentures, notes, or other securities. 

SEC. 5. APPLICATIONS FOR ASSISTANCE. 

(a) FORM AND PROCEDURES.-An application for assistance under this Act 

shall be submined by an applicant in such form and in accordance with such 

procedures as the Board shall establish. The Board shall pubJish 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 applicatioD

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

upon the receiPt of a cbarter will be, a community development fmancial 
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1 institution as defined in section 3(a) of this Act;
, 
i ,

2 (2) demonstrate that the applicant Will serve
, 


3 (A) 
, 

a targeted population; or 


4 (B) an area which is an investment area; 

(3) in thb case of an applicant that has previously received assistance 

6 under this Act,' demonstrate that the applicant
, 

7 (Al has successfully carried out its responsibilities under this Act; 

8 (B) bas become or is about to become an entity that will not be 

9 dependent upon assistance from the Fund for continued viability; and 
, 

(e) will expand its operations into a new investment area, offer 

J1 new services, or will increase the volume of its current business; 

12 (4) in the case of a community development fmancial institution with 

13 existing operations, demonstrate a record of sucCess of serving investment 

14 areas or targeted populations; . 

(5) include a detailed ana comprehensive strategic plan for the 

16 organization that contains

17 (Al a business plan of at least five years that demonstrates the 

18 applicant is properly managed and has the capacity to form and operate 

19 a community development futancial institution that is, or will become, 

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

21 continued viability; 

22 (B) a statement that the applicant has, or will bave, in its cbarter 

23 or other governing documents a primary commitment 10 community 

24 development, or other evidence of a prior history and a continuing 

affirmation of a primary commitment of community development; , 
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1 (C) an analysis of the needs of the investment area or targeted 

2 populations and a strategy for how the applicant will attempt to meet 

3 those needs; 

4 (D) a plan to coordinate use of assistance from the Fund with 

existing Federal, government-sponsored enterprise, and State and local 

6 assistance programs, and private sector financial services; 

7 (E) a statement that the proposed activities of the applicant are 

8 consistent with existing economic, community and housing development 

9 plans adopted by or applicable to the investment area; 

(F) a description of how the applicant will affiliate, network, or 

II otherwise coordinate with a full range of community organizations and 

12 fmancial institutions which provide, or will provide, capital, credit, or 

13 secondary markets in order to assure that banking, economic develop

14 ment, in~estment, affordable housing, and other related services will be 

available within the investment area or to targeted populations; and 

16 (G) such other information as the Board deems appropriate for 

17 inclusion in the strategic plan; 

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

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

targeted population; 

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

22 likely sources :of funds to match the amount of assistance from the Fund with 

23 . funds from private sources in accordance with the requirements of section 7(d) 

24 of this Act; and 

(8) include such other information as the Board may require. 
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(c) !'RE-APPUCATION OUTREACH PRooRAM.-The Fund shall provide for an 

outreach program to identify and provide information to potential applicants and to 

increase the capacity of potential applicants to meet the application and other 

requirements of this Act. 

SEC. 6. SELECTION OF INSTITUflONS. 

(a) SELECTION: CRITERIA.-The Board shall, in its discretion, select applica

tions that meet the requirements of section 5 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 in forming and operating 

a 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 or ta:geted populations for the types of activities 

proposed by the applicant; 

(4) the likelihood that the proposed activities will benefit a significant 

ponion of the investment areas or targeted populations or, in the case of a 

community development fmancial 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 its 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 hackground of the proposed management team; 
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(8) the amount of legally enforceable commitments available at the time 

of application to meet or exceed the matching requirements under seetion 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 reeeived 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, community-owned 
i 

or community-governed; 

(12) whether the applicant is, or will become, an insured community 
, 

development fmandal institution; 

(13) whether the applicant 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 has or will 
, 

have the ability to increase its resources through affiliation with a secondary 

market, insured depository institution, or other fmancial 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 institution-

(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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1 tions; and 

2 (B) has a comprehensive plan for providing meaningful financial 

3 assistance to such an entity or network of entities; and 

4 (16) other factors deemed appropriate by the Board. 

(b) GEOGRAPHIC DIVERSITY.-In addition to the above, in making its 

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

7 which shall include applicants from nonmelropolitan and rural areas. 

8 (c) PuBUCATION REQUlllEMENT.-The Board shall publish regulations with 

9 respect to its selection criteria not later than 210 days after the date of enactment of 

this Act. 

11 SEC. 7. ASSISTANCE PROVIDED BY THE FUND. 

12 (a) PuRPOSE OF AsSISTANCE., 

13 (1) The Fund shall work to promote an environment hospitable to 

14 business formation, economic g,owth, community development, and affordable 

housing in dist,essed communitieS. The Fund shall coordinate its activities 

16 with existing Federal and other community and economic development 

17 programs. 

1& (2) Assistance may be provided to an existing qualified community 

19 development financial institution to expand its activities to serve investment 

areas or targeted populations not currently served by another qualified 

21 community d~velopment financial institution receiving assistance under this , 

22 section or to expand the volume of its activities consistent with the purposes 

23 of this Act, or to form a new entity to undertake activities consistent with the 

24 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 COnlmunity development financial institutions through equity 

investments, loans, deposits, membership shares, and grants. The Fund may' 

also provide technical assistance, including 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 institotions. 

(2) FINANCIAL ASSISTANCE.-The Fund shall structure financial assis

lance to a qualified community development fmancial institution in such a 

manner that it does not own more than 50 percent of the equity of such 

institution and does not control the operations of such institution. The Fund 

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

laws. With respect to equity investments, the Fund shall hold only transfer

able, nonvoting investments. Such equity investments may provide for 

convertibility to voting stock upon transfer by the Fund. 

(3) DEPOSITS.-Notwithstanding any other provision of law, deposits 

made pursuant to this section in qualified insured community development 

financial instiiutions shall not be subject to any requirement for collateral or 

security. 

(4) LIMITATIONS ON OBUGATIONS.-Direct loan obligations may be 

incurred only to the extent that appropriations of budget authority to cover 
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their costs, as d'efined in section 502 of the Congressional Budget Act of 1974, 

are made in advance. 

(c) 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, commurtity 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 

(e) 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 stability; 

(4) the provision of basic .financial services to low-income people or 

residents of a targeted area; 

(5) the provision of development services; 

(6) home ownership opporturtities that are affordable to low-income 

housebolds; 

(7) rental housing that is principally affordable to low-income house

bolds; and 
(8) other activities deemed appropriate by !be Fund., 

(d) AMOUNT OF ASSlSTANCE.-The Fund may provide up to $5,000,000 of 

assistance per application to anyone qualified insured community development 

financial institution and up to $2,000,000 per application to any other qualified 
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community development financial institution. The Fund shall have the authority to 

set minimum amounts of assistance per institution. 

(e) MATCHING REQUIREMENTS.

(I) Assistance provided to qualified insured community development 

fmaneial institutions, other than deposits or membership shares of $100,000 or 

less, technical assistance, or grants for technical assistance, shall be matched 

by no less than ODe dollar of equity, deposits or membership shares for each 

dollar provided by the Fund. The Fund shall require a 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 shat! 

provide no assistance except technical assistance or grants for technical 

assistance until a qualified community development fmaneial institution has 

secured legally enforceal?le con.mrltments 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.

(1) IN GENERAL.-The Fund shall provide assistance authorized under 

this Act in such form and subject to such restrictions as are necessary to ensure 

that to the maximum extent practicable-

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

development fmandal 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; 

(Cl 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 berween insured depository institutions, secondary 

markets or other sources of credit or leverage and local organizations 
, 

dedicated to community development. 

(2) CONSULTATION WlTH I!ANKlNG REGULATORS.-Prior to 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 contract entered into in consideration for the provision of 

assistance. 

(B) Such agreement or contract shall require institutions assisted 
, 

under this Act to comply with performance goals. The performance 

goals shall be negotiated berween the Board and each qualified' commu

nity development financial institution receiving assistance based upon the 

I 




20 

1 strategic' plan submitted pursuant to section 5(b)(5) of this Act. The 

2 perform3.nce goals may be renegotiated jointly as necessary or appropri

3 ate, subject to subparagraph (C) of this section. Activity levels for 

4 insured community development financial institutions should he 

5 determined by the Board in consultation with the appropriate Federal 

6 banking agency or, in the case of an insured credit union, with the 

7 National Credit Union Administration. 

8 (C) The agreement or contract shall specify sanctions available to 

9 the Board, in its discretion, in the event of noncompliance with the 

10 purposes of this Act or the terms of the agreement. The sanctions may 

11 include revocation of approval of the application, terminating or 

12 reducing future assistance, requiring repayment of assistance, and 

J3 requiring changes to the performance goals imposed pursuant to 

14 subparagraph (B) or to the strategic pian submitted pursuant to section 
i 

IS 5(b)(5) of this Act. .In the .case of an insured community development 

16 fmandal institution, the Board shall consult with the appropriate Federal 

17 banking agency or, in the case of an insured credit union, the National , 

18 Credit Union Administration, before imposing sanctions pursuant to this 

19 paragraph. 

20 (4) REVlEW.-At least annually, the Board shall review the performance 

21 of each assisted qualified community development financial institution in 

22 carrying out its strategic plan and performance goals. 

23 (5) REPORTING .-The Board shall require each qualified community 

24 development financial institution receiving assistance to submit an annual 

25 report to the Fund on its activities, its financial condition, its success in 
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I meeting performance goaIs, and its compliance with other requirements of thls 

2 Act. 

3 (g) AUTIlO~ TO SEll. EQUITY INVESTMENTS AND LoANS.-The Board shall 

4 -have the authority a\ any time to sell its investments and loans and may, in its 

discretion, retain the power 
•, 

to enforce limitations on assistance entered into in 

6 accordance with the requirements of this Act. 

7 (h) No AurnORI'IYTO WMlT SUPERVISION AND REoULATION.-NothIDg in thls 

8 Act shall affect any authority of the appropriate Federal banking agency or, in the 
•, 

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

supervise and regulate an insured community development. financial institution. 

11 SEC. 8.-ENCOURAGEMEl\'T OF PRIVATE ENTITIES. 

12 The Board may cause to be incorporated, or encourage the incorporation of, 

13 •private non-profit and for-profit entities that will complement the activities of the 

14 Fund in carrying out the purposes of thls Act. The purposes of any such entities 

shall be limited to investing in and a1isisting community development financial 

16 institutions in a mann~r similar to the activities of the Fund under thls Act. Any such 

17 entities shall be managed exclusively by private individuals who are selected in 

18 accordance with the laws of the jurisdiction of incorporation. 

19 SEC. 9. CLEARINGHOUSE FUNCTION. 

The Fund shall establish -and maintain an information clearinghouse in 

21 coordination with the Departments of Agriculture, Commerce, and Housing and 

22 Urban Development"the Small Business Administration, other Federal agencies, and 

23 community development financial institutions

24 (I) to cause to be collected, compiled, and analyzed information 

pertinent to c<!mmunity development financial institutions that will assist in 
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creating, developing, expanding, and 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 development financial institutions, regulations, 

and other information that may promote the purposes of this Act. 

SEC. 10. RECORDKEEPING, REPORTS, AND AUDITS. 

(a) RECORDKEEPlNG.

(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 assistance under this Act and to 

ensure compliance with the requirements of this Act. 

(2) The Fund shall have access, for the purpose of determining 

compliance with this Act, to any books, 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) INSTITIlTlONAL VOICE FOR COMMUNITY DEVELOPMENT.

(A) ONGOING STIIDY ,-The Fund shall conduct, or cause to be , 

conducted, an ongoing study to identify and evaluate the most effective 

and fmancially sound policies and practices for encouraging investment 
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I in distressed communities, including small business and commercial 

2 lending, business formation and expansion, community and economic 

3 development, commercial real estate and multi-family housing, and 

4 home mortgages. In addition, the Fund may study, or cause to be 

studied, related matters, such as identification of sources of and access 

6 to capital and loans for community investment; development of 

7 secondary markets for economic and community development, small 

8 business and commercial loans, and home mortgage loans and invest

9 ments; and methods to involve all segments of the financial services 

industry in community development. 

11 (B) CONSULTATION.-In the conduct of the study, the Fund shall 

12 consult, or cause consultation with, the Office of the Comptroller of the 
I 

13 Currency, the Federal Deposit Insurance Corporation, the Board of 

14 Governors of the Federal Reserve System, the Federal Housing Finance 

Board, the Farm Credit Administration, the Office ofTbrift Supervision, 

16 the National Credit Union Administration, community reinvestment, civil 
. 

17 rights, conSumer and financial organizations, and sucb representatives 

18 of agencies or other persons as the Fund may determine. 

19 (C) REPoRTS.-Within 270 days after the date of enactment of this 

Act, the Fund shall report to the President its initial findings and 

21 recommendations regarding the matters set forth in subparagraph (A). 

22 Thereafter, the Fund shall report its fmdings and recommendations 10 

23 the President with the annual report required by paragraph (b)(1). 

24 (3) INVESTMENT, GOVERNANCE, AND ROLE OF FUND.-Six years 

following the date of enactment of this Act, the Fund, in accordance with the 
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procedures described in paragraphs (2)(A) and (B), sball conduct II 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-sll.staining entity capable of fulfilling the purposes of this Act. 

(c) EXAMINATION AND AUDIT.-The financial statements of the Fund shall be 

audited in accordance with section 9105 of title 31, United. States Code, except that 

audits required by section 9105(a) of that title shall be performed annually. 

SEC. 11. INVESTMENT OF RECEIPfS 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 pursuant to section 7 of this Act sball 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 shall invest.amounts deposited in sucb account in public debt securities with 

maturities suitahle 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, sucb amounts pursuanllo 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 to be appropriated 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 expenses. 

SEC. 13. CONFORMING AMENDMENT . 
. 

Section 8E(a)(2) of the Inspector General Act of 1978 (5 U.S.C. app. 3 § 

8E(a)(2)) is amended by inserting "the Community Development Banking and 

Financial Institutions Fund," immediately following "the Commodity Futures Trading 

Commission," . 



COMlWNITY DI!Vl!LOPKEH'r UliltINQ All!> PUI1dICIAL 
INSTITUTIONS ACT OF 1993 

SECTION-BY-SECTION 1d/ALYSIB 

Bection 1. Short Title 

The Act may be cited as the "Co~unity Development Banking 
and Financial ,Institutions Act of 1993". 

lIection 2.· .Findings "nil. purpose 

Many of the Nation's urban areas, rural areas and Indian 
reservations face critical social and economic problems. The 
restoration and maintenance of the economies of'these communities 
will require coordinated strategies to pro~ote long-term economic 
and social viability. In many urban and rural communities, low
and moderate-income neiqhborhoods l 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 communities to become self-sufficient. 
community development financial institutions, such as micro
enterprise loan funds~ community development credIt unions, 
community development corporations and community development 
banks have proven their ability to identify and respond to 
community 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 is to create a Community Development 
Banking and Financial lnstitutions Fund that will support a 
program of investment in and assistance to community development 
financial institutions~ 

, 
seotion 3. IDafinitions 

The Act contains definitions of terms, includinq a 
definition of "community development financial institution." A 
community development financial institution includes any bank~ 
savings association, depository institution holding company,
credit union, micro-enterprise loan fundi community development 
corporation, community development revolving loan fund and any 
minority-owned or other depository institution that (1) has as 
its primary mission the provision of capital, credit or 
development services in investment areas or to populations that 
are low-income or disadvantaged and underserved by existing 



2 


financial institutions, and (Ii) encourages, through
representation on its governing board or otherwisG, the input of 
residents in the investment area or the targeted population. The 
term "investment area" means an identifiable community that 
meets 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. 

, 
Section 4. 	 Establishment of Bational FUnd for Community

Development Banking 

This section provides for the establishment of a body 
corporate known as the community Development Banking and 
Financial Institutions Fund (the "Fund"). The Fund will be 
managed by a nine-member Soard of Directors (the "Board")~ The 
Secretary of Agriculture, the Secretary of commerce, the 
secretary of Housing and Urban Development, the Secretary of the 
Treasury and the Administrator of the Small Business 
Administration, or their designees will serve as members of the 
Board. (A designee must be an official from the same agency who 
has been appointed by the President with the advice and consent 
of the Senate.) The remaininq four members will be private 
citizens appointed by the President and confirmed by the Senate. 
These individuals must collectively represent community groups,
have expertise in the activities and operations of insured 
depository institutions, and have expertise in community 
development and lendin9~ The appointed members will serve for a 
term of four years, except that the initial 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:amon9 the members of the Board. Both the 
chairperson and the vice-chairperson will serve in those offices 
for terms of two years. 

The members of the Board that are otherwise employees of the 
United States will receive no additional eompensation for service 
on the Board, but will be reimbursed by the FUnd for travel, per 
diem, 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 a position under Level IV 
of the Executive'Schedule. The appointed members may also be 
reimbursed for travel, per diem, and other necessary expen$es~ 

The Board is required to hold meetinqs at least quarterly. 
other meetings of the Board aay be held on the call of the 
chairperson or at the written request of at least three Board 
members. A majority of the members of the Board in office will 
constitute a quorum* 

The Board must appoint a Chief Executive Officer, a Chief 
Financial Officer and an Inspector General. The Chief Executive 



3 
, 

Officer will be responsible for the management of the Fund and 
such other duties as the Soard deems appropriate. The Board may 
fix the oompensation 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 chapter 53 of 
title 5 of the United states Code, except that the compensation 
for the Chief Executive Officer may not exceed the rate of pay 
for a position under Level II of the Executive Schedule and the 
rate of pay for the four remaining officers may not exceed the 
rate for a 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 SUQd in its corporate name and to 
enter into and perform agreements. The Fund is also authorized 
to utilize the services of personnel of any other agency on a 
reimbursable or non-reimbursable basis with that aqency's 
consent. The FUnd may not issue stock, bonds, debentures, notes 
or other securities. The liability Of the Fund and of the United 
States with respect to an investment in a community development 
financial institution is limited to the amount of the investment. 

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

, 

section s. :Applications tor Assistancs 

This section requires the B~ard to publish requlations 
regarding procedures and forms for applications for assistance 
from the Fund not later than 210 days after enactment of the Act. 
In order to be eligible as a 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 be, 
a community development financial institution; Cii} demonstrate 
that the applicant will serve what is defined in the Act as a 
targeted population 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 dependent upon assistance from the 
Fund for continued viability, and that the applicant will expand 
its services; (iv) demonstrate, if the applicant is a community 
development financial institution with existing operations, a 
record of success in servinq investment areas or targeted 
populations; (v) include with its application a comprehensive 
strategic plan which contains required elements that will 
demonstrate the applicant's commitment to serving community 
development needs and to becoming a community development 
financial institution that will not be dependent upon assistance 

_."' ~. 
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from the Fund for continued viability; (vi) include with its 
application a statement of the applicant's likely source of 
private funds to meet any matching requirement under section 7(d) 
of the Act; and (vii) include with its application any other 
information required by the Board. 

I 

This section: also requires the Fund to conduct a pre
application outreach program that will identify and provide 
information to potential applIcants and will increase the 
capacity of potential applicants to meet the application and 
other requirements of the Act. 

Section 6. Selection of InstitutioDs 

This section requires the Board, in its discretion, to 
select applications submitted under section 5 and to award 
assistance from the Fund. In making its selections, the Board is 
required to evaluate applications based on selection criteria. 
The selection criteria are designed to ensure that applicants 
with the most promise for fulfilling the purposes of the Act are 
awarded assistance. In addition to the selection criteria, the 
Board is pe~itted to consider any other factors it deems 
appropriate when evaluating applications. 

The Board is required to publish requlations regarding the 
selection criteria not later than 210 days after enactment of the 
Act. 

" section 7~ A8sistanc~ prOV~ded by the FUnd 

This section permits the Fund to provide financial 
assistance to qualified community development financial 
institutions in the form of equity investments, loans, deposits; 
membership shares:and grants. The Fund may also provide 
technical assistance, including training, and grants for 
technical assistance to qualified community development financial 
institutions. The allocation of awards between insured and 
uninsured communi~y developmant financial institutions is in the 
discretion of the Soard, provided that due consideration is qiven 
to the allocation of funds for the establishment of insured 
community develop~ent financial institutions. 

This section 'also requires equity investments held by the 
Fund to be in the form of transferable, nonvoting investments. 
Such equity 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 equity of an institution 
and will not control the operations of the institution. The Fund 
will be deemed not to control 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 facilities that 
enhance revitaliiation and job creation, business creation and 
expansion efforts, the provision of basic financial services to 
low-income persons, the provision of development services, 
homeownership opportunities that are affordable to low-income 
persons, rental housing that is affordable to 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 anyone qualified insured community development 
financial institution and up to $2 million per application to any 
other qualified 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 Bources for 
each dollar provided by the.Fund, except that an insured 
community development financial institution will not be required 
to match technical assistance provided by the FUnd or grants for 
technical assistance. In addition, applicants for assistance in 
the form of deposits or membership shares in an amount of 
$100,000 or less will not be subject to any matching requirement. 
A match will be required for all types of assistance provided to 
other community development financial institutions, and the 
amount and form of the match will be in the discretion of the 
Board. The Board, however, may not require that technical 
assistance or grants for technical assistance to community 
development financial institutions be matched. The Fund may not 
provide any assistance except technical assistance until legally 
enforceable commitments for the "entire required match have been 
secured. 

The Fund is required to provide assistance in such forms and 
subject to such restrictions that will assure, among other 
things, that assistance from the Fund is used in a manner 
consistent with the purposes of the Act and that institutions not 
federally regulated are financially and managerially sound. 
Before providing 'assistance to an insured community development 
financial institution, the Board is directed to consult with the 
appropriate Federal banking·agency. The Board is required to 
impose negotiated performance goals on qualified community 
development financial institutions receiving assistance based on 
the strategic plan submitted in the institution's application. 
Institutions receiving assistance are required to submit an 
annual report to the Fund and the Fund is required to review the 
performance of the institutions. The assistance agreement is 
required to include specific sanctions available to the Board in 
the event that an assisted institution does not comply with the 
purposes of the Act or the terms of the agreement. These 
sanctions may include revocation of approval of the application, 
termination or reduction of future assistance, changing 
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perforlllance goals or elements of the institution/s strategic 
plan, and requiring repayment of assistance. 

This section also permits the Board to 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 sectionl also clarifies that the Act does not affect the 
authority of any Federal banking regulator to supervise and 
regulate an insured community development financial institution. 

SeQtion 8. Encouragement or private Bntitie. 

The Board may cause to be incorporated, or enoourage . 
incorporation of, private non~profit and for-profit corporations 
that will complement the activities of the Fund in carrying out 
the purposes of the Act~ The purposes of the private entities 
will be limited to investinq in and assisting community
development financial institutions. 

section 9. Clearinqhouse FUnction, 
The Fund is required by this section to establish and 

~aintain an information clearinghouse that will assist in 
creating, developing and expanding community development
financial institutions. 

Seetion 10. aeoorClkeepinq,.--aaport.s, aDd AUdits 

This section requires qualified community development 
financial institutions receiving assistance to maintain all 
records necessary for ensuring compliance with the Act. The Fund 
will have aocess to all books and records of such institutions 
for the purposes of determining compliance with the Act. 

The Fund is required to submit a report annually to the 
President evaluating the activities of the Fund. The report is 
to be submitted not later than 120 days after the end of the 
fiscal year of the Fund. In addition, the Boara is required to 
conduct, or cause to be conducted, an ongoing study of the most 
effective and financially sound policies for community 
development. In the conduct of the ongoing studYJ the Soard is 
required to consult, or cause consultation, with the Federal 
bankin9 requlators and other agencies, as well as community 
reinvestment, civil rights, consumer and financial or9anizations~ 
An initial report on the ongoing stUdy must be submitted to the 
President within 270 days of the date of enactment of the Act. 

This section ,also requires 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 of the Fund 
and will contain the Board's recommendations for chanqes in the 
operations of the Fund~ 

The Fund "iil be audited annually in acoordanoe with the 
provisions of the Government Corporation Control Act. 

Section 11. Investment of Receipts and Proceedsi 

This section provides that dividends on equity investments 
and proceeds from the disposition of investments, deposits, or 
membership shares will be deposited in an account established to 
carry out the authorized purposes of the Act. Upon request of 
the Chief Executive Officer of the Fund t the funds in the account 
will be invested in public debt securities that bear interest at 
a rate determined by the Secretary of the Treasury. The account 
will be available for use by the Fund in carryin9 out the 
purposes of the Act until the funds are expended. 

, 

Section 12. Authorization of Appropriations 

This section authorizes appropriations to the FUnd, to 
remain available until expended, $50 million for fiscal year 
1994, $104 million for fiscal year 1995, $107 million for fiscal 
year 1996, and $111 million for fiscal year 1997, or such greater 
sums as may be appropriated, to earry out the purposes of the 
Act. 

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

Section 13. Conforming Amendments 
, 

This section, adds the Fund to the list of entities SUbject 
to the Inspector General Act of 1978. 
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DRAFT 
CQHMVNITY DEVELQPMENT FINANCIAL INSTITUTIONS 

OMS QUESTIONS AND ANSWERS 

•
I

Budget/funding Issu~s 

1) Level of Funding
I 

The proposed level of funding ($60 million in FY94 and about 
$100 	million each year after) is relatively small. Why is 
the funding level so low if this program is supposed to 
represent such a big commitment by the Administration? 

A: 	 There are several reasons. First, this is only one part of 
our comprehensive initiative for distressed communities - 
enpowerment zones and community policing are also key* 
Second, cc~unity development financial institutions are 
relative:y new organizations and there is still a lot of 
experimenting going on. Providing information, as well as 
techn:cal assistance ana training, can be as critical in 
promoting the creation of institutions as new funds. 
Finally, the impact of funds provided to institutions will 
be multiplied as they are lent to businesses and 
individuals. 

2) Creation of a New Agency 

Q: 	 Given the limited funds, does it make senSe to establish a 
new government agency? Isn"t the $10 million set aside for 
administrative costs a lot, especially in the first year 
~hen only $60 pillion total will be available? That's over 
16% of the funds for administrative costs. 

A: 	 Although there are so~e start-up costs associated with 
having an independent agency, it is imperative that this 
program not be overshadowed or buried in the existing 
prograrr,s and missions at HUD, Treasury I COlnl'nerCe, Aq I and 
SBA. Although the expertise of these agencies is essential, 
we felt it was critical that this new program ~ork from a 
clean slate'~ As an independent entity t the program can be 
run in the business-like fashion that is imperative for 
implementing public-private ventures~ The $10 million set 
aside for administrative costs is a ceiling and we believe 
the fund will be able to do with less. 

J) Effect of the Program 

Q: 	 Is the $382 million you have budgeted enough to fulfill your 
goal of cr~ating 100 new community development banks? 

A: 	 The $382 million should be enough to provide sUbstantial 
assistance to at least 100 financial institutions. As you 
know/ this.program will fund a range of institutions types 



requesting funding. However, organizations currently active 
in co~unity lending have repeatedly emphasized that the 
program must be flexible to acco~~odate the very diverse 
needs and circumstances of communities. How will you keep 
the program from becoming rigid and bureaucratic? 

, 

A: 	 The minimun requirements and selection criteria are really 
quite minimal -- they ensure that the applicant is co~itted 
to development lending and has the skills and business plan 
to do it. The program is still very flexible. The whole 
range of community development financial institutions -- new 
or existing, loan funds I banks, or credit unions -- will be 
able to apply for whatever type of funding best suits their 
needs, be it grants, equity investments, loans, or technical 
assistance. 

7) Authority to Create Private Entities 

Q: 	 What exactly do you envision under the clause which gives 
the Fund th7 authority to create private entities? 

A: 	 ~e believe that many financial institutions, foundations I 
a~d other organizations are interested in contributing 
expertise and funding to ~~erica's distressed communities. 
Loan consortia and other investment groups are examples of 
"""ays that these parties can get together and have an impact 
on a community. We believe leadership and inspiration from 
the Fund ~ay be just the extra spark needed to get more of 
these types of groups formed. 

S) Preference for Depository Institutions, 
Q: 	 Why do you 9ive a preference to depository institutions? 

A: 	 The objective of this program is to get credit and financial 
services flowing in distressed areas. While non-depository 
institutions such as revolving loan funds and CDCs are 
essential for economic growth, depository institutions can 
have a !!',uch greater impact on the community. Depository 
institutions take in deposits and lend out their funds at a 
rate of about 8 times their capital base. That means for 
every dollar we put in a depository institution, the impact 
on the co~~unity can be up to S times as great as a dollar 
of funding for a non-depository institution. Again, we 
strongly support the many community development 
organizations working hard in distressed communities. 
However, given the limited funding we have available, we 
felt it was crucial to emphasize the institutions that could 
have the greatest impact~ 



including banks, credit unions, revolving loan funds, and 
other co~~unity d&velop~ent lenders. While we recognize the 
importance of community development banks, they may not meet 
every co~~unity/s needs~ The program is designed to be 
flexible so that we can help co~unities meet their unique
needs. 

(Depository institutions are eligible for up to $5 million 
and non-depositories can get up to $2 million. We could 
fund up to 68 depositories or 171 non-depositories, or any 
combination there-of.) 

Q: How long wil:l it take to create 100 new institutions? 

A: That depends on the nature of the institutions funded. We 
will provide the funds over four years. Experience shows it 
takes a long time to create successful community development 
organizations, particularly depository institutions, but I 
believe there is a strong demand out there. My word to 
Congress in .transoitting this is, the sooner we start, the 
better! 

4) Funding prosp~cts 

Q: The $60 million requested for FY94 was not included in the 
House appropriations bill. Do you expect the Senate to 
appropriate the funds? Will this program get off the ground 
in 1994? 

A: (Need info] 

SDecific Progr~N'Issues, 

S) Types of Institutions Receiving Funding 

Q: 	 Will Citibank or Bank of America be eligible to receive 
funding? What about a subsidiary? could they receive 
technical assistance? 

A: 	 Bank holding companies and their subsidiaries will only be 
eligible if the entire holding company meets the criteria of 
a community development financial institution. If Citibank 
or Bank of America change their charters and become 
dedicated development institutions like South Shore Sank in 
Chicago, then certainly they would be eliqible. But as they 
are now l nO j they would not be eligible for funding. {I 
don't think they could receive technical assistance either) 

6) Flexibility 
,, 

Q: 	 The proposal includes extensive flminimum requirements" and 
"selection ,criteria II which must be met by institutions 



General Pglicy as\lU 

9) Equity positions by the Federal Government 

Q: 	 Your proposal will have the Federal Government holdinq 
equity positions in institutions that are also federally 
insured. Doesn't this present a conflict of interest 
problem? 

A~ 	 First l the Fund will hold only non-voting shares. The 
Fund's main concern will be ensuring that the institution 
meets the cOn4~unity development lending criteria established 
in the Act. The Federal regulators, of course, will do 
their job to ensure safety and soundness. If we have a 
situation where an institution has financial difficulties I 

the regulators will do their job, and safety and soundness 
will take precedence. 

10j Creating New Entities 

Q: 	 Thousands of banks and thrifts have bee~ either closed or 
merged over the last few years often at the expense of thef 

taxpayer. Why is the Federal Government now proposing a 
plan that will create new banks at the taxpayers I expense? 

A: 	 This program is designed to be demand driven. Creating 
"nei;,,11 institutions may tr,ean converting eXisting banks into 
focused cornr.-.unity development banks, like in the case of 
South Shore Sank of Chicago. If a distressed community
currently isn't being served by a financial institution, 
however, we would support a new institution~ We want to do 
what it takes to get financial services to those areas that 
are currently without them. , 

11) eRA Issues 1 

Q: 	 Wha~ is the time frame for and substantive content of the 
eRA regulatory changes you have mentioned recently? 

A: 	 {need more information] 

Q! 	 Aren/t these community development banks just doing what 
every bank ought to be doing to meet its eRA requirements 
anyway? 

A: 	 lnstitutiohs which receive funding will be doinq much more 
than just meeting their CRA obligation. The primary purpose 
of these institutions will be community development lending. 
We want recipients to become leaders of the industry with 
innovative tools and expertise in community development. 
For example. we envision that most recipients will have both 
a lending operation l such as a bank or a loan fund, and 
affiliates that provide a variety of important services to 
the community. The additional services provided by 



affiliates/ ~uch as affordable housing development, business 
incubators and job training programs, are the key components 
that 	separate "development lending" from regular lending. 

Q: 	 Will existing depository institutions get CRA credit or 
safeharbor-status for participating in this program or 
contributing. to one of the newly created institutions? 

A: 	 This is not a sUbstitute for the obligation that banks and 
thrifts have'under CRA. [I think they might get some 
partial credit ..• need more info.) 

12) Bank Enterprise Act Issues 

Q: 	 Why doesnit your proposal utilize the Bank Enterprise Act 
(BEA)? The BEA would provide an incentive (reduced deposit 
insura~ce premiums) for all institutions to do business in 
distressed neighborhoods. 

A: 

13) Federal Home Loan Bank System 
, 

Q: 	 Why isn't the Federal Horne Loan Bank System included in your 
proposal? The System seems like a natural fit for community 
develop~ent lending_ 

A: 	 As you may know, there are a number of congressionally
mandated studies about to be completed which evaluate the 
federal Home Loan Bank System. We are looking forward to 
reviewing the studies and assessing where to go from here. 
But; 'We felt it would be premature to begin Changing the 
responsibilities of the systeIr. before the studies are 
completed .• 1 am very open to considering including the 
System in this initiative f but not until we have had a 
chance to consider the System as it currently stands. 
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Question: 	Why ao you believe it i8 Decessary to establish an 
iDa.peD~ent aqeDcy to administer the community 
development bankiDq proqr&m1 

Answer: 	 The economic revitalization of distressed communities 
is sufficiently important to deserve a separate, 
dedicated effort at the federal level. The new methods 
and institutions required for community development 
will be best supported by an independent, innovative 
agency that itself has the direct input of individuals 
familiar with the needs of distressed communities. The 
Community Development Banking and Financial 
Institutions Fund (FUnd) will have a siqnificant
proportion of its Board drawn directly from those 
intimately knowledgeable about the problems to be 
addressed; and as an independent entity the Fund will 
be much more able to serve as an institutional voice 
and focal point for the concerns of distressed 
corr~unities. 



Question: 	How long a time vill be required befora the community 
Development 8anking an~ Pinancial Institutions FUnd 
(Fund) can be up and operating? 

Answer: 	 For a number of reasons, we believe the Fund vill be up 
and operating well inside of six months. For one 
thing, the government members of the Board are 
available and able to undertake start-up operations 
right from the date of enactment, so that any delays in 
naming private Board members need not delay the 
initiation of Fund Activities~ Also, the Fund is 
authorized to utilize the services of the personnel of 
any federal agency and it can be expected that a number 
of such skilled individuals immediately will be made 
available to assist the Fund in its start-up stage, 
even as the Fund is building its own staff_ Finally, 
the legislation calls for the promulqation of 
procedures and standards for applications for 
assistance within 210 days of enaotment t which 
effectively requires the Fund to be a fully operating
entity in short order. 
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Question: 

Answer: 

Bow much of the PUnd 1 s appropriation 40 JOu expect to 
be consumed in administrative coata and azpenaes? 

The legislation permits the Fund to eet aside up to $10 
million per year for administrative costs and expenses. 
As a result, the administrative burden will not exceed 
approximately 10 percent of the total funding to be 
appropriated through F 19~7. 

The lean staffing eonte~plated for the Fund will be . 
crucial to efforts to ensure that the maximum amount 
possible of the appropriated funds is used for 
programmatic assistance. Also, it is entirely possible 
that the Fund could be housed in one of the existing 
federal agencies, which would tend to reduce certain 
administrative costs from 'what might otherwise be 
projected. 

The Fund's ability to utilize the resources of the 
Secretaries of departments with seats on the Board will 
also prove vital to efforts to reduce costs and 
increase efficiency. 



Question: 	Won't your CDB proqram merely set up a two-tier banking 
system, leavinq the qreateat risks wIth federally· 
supported CDFIs while permittinq aainstream lenders to 
cODtinu~ to avoid .arvin; 4iatresaed oommunities, 

Answer: 	 This Act does not have the intention or the practical 
effect of creating a two-tier banking system. Rather, 
the primary purpose, and the practical effect, of the 
COB program will be to move us in the opposite
direction, that is, to narrow or close the current 
financial services -gap" by facilitating the access to 
credit and capital so desperately needed in 
economically distressed areas and by economically 
distressed populations. Moreover, a major goal of the 
program is to strengthen CDFIs to the extent that they
become self-sustaining institutions, that is, they 
develop the long-term private sources of capital and 
funding that will effectively move them into the 
"mainstream." 

In addition, the Administration is underta~inq a 
perfQrmance-based-CRA initiative that 1s intended to 
ensure .that traditional lenders are fully meeting their 
co~~unity 	lending obligations. This initiative ought 
to result 	in the provision of more financial services 
from existing mainstream institutions to distressed 
comrounities. 



Question, 	Wbat safequards are oObtaibed in the bill to aDSUre 
tbat assiotanoe to CDPts that are not tederally 
requlated is avarded to aound orqaniaatiobs and ia used 
for tbe purpo... of the Act? 

Answer: 	 The bill contains many safequards to ensure that CDFIs 
that are not otherwise federally regulated are sound 
and will use assistance consistent with the purposes of 
the Act. First, a non-requlated CDFI will have to meet 
the ltinimwn application criteria which are desllJ1led 
specifically to weed out organizations that do not have 
legitimate plans and a demonstrated ability to carry on 
activities consistent with the purposes of the Act. 
Second, the Act contains a specific list of the 
purposes for which an assisted institution may use 
financial assistance received from the Fund. In 
addition, the Fund is directed to award assistance on 
terms and conditions that will assure that a non
requlated corI is financially and managerially sound. 
These terms and conditions must be spelled out 1n an 
assistance agreement between the Fund and the 
institution. The Fund is not permitted to disburse 
financial assistance unless an institution has secured 
legally enforceable commitments for the entire required 
match, 'which further ensures that only legitimate
organizations will receive money from the Fund. The 
Fund also will conduct yearly reviews of institutions 
receiving assistance from the Fund, which will enable 
the Fund to monitor the activities of assisted 
institutions. Finally, the bill requires the FUnd to 
specify sanctions for non-compliance with the Act in 
the assistance agreement. These sanctions eould 
include requiring the assisted institution to repay 
assistance to the Fund. 
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USDA question. end answers for CDFI and CRA 

' 
1. With the emphasis in the legislation lor inSured community de\lelopment 
financial instiMions, doesn't !he biD discriminate against rural areas? For instance, 
there are examples of existing urban insured development institutions, such as the 
South Shore Bank in Chicago and the Community Capital Bank 01 Brooklyn, New 
York. However, there are few examples of inSured development institutions in rural 
areas. 

ThiS legislation was drafted, in paI1, to enoourage tha creation of insured 
fir.ancial institutions across the country. Recognizing the cffficulty in craaling 
insured instiMions, the legislation provides grants and teChnical assistance to 
facllitate their creation, 

I 
It is true that tha majority of insured COFls in existence ere located in urban 
areas, however, there are examples of such inst~utions in rural areas, such as 
in my home state o' Arkansas with the Southam Development Bank 
Corporation located in Arkadelphia. 

One point that I would like to emphasize is that this proposal is not intended 
solely for the creation of insured COFIS. It is the intent of this legislation to 
foster the creation and support of Commun~ Development Corporations, 
Micro·Eo,erprise Loan FunOs and ot,ar development ent~ies. We must 
reeogn:.e that community development requires the flexibility to create entities 
that will work effiCiently in differing environment. 

2. The model for CDFI. being touted is the South ShOre Bank in Chicago which is 
oased on urban neighborhood revitaliza~on. In rural areas, a neighbor could be as 
much as 5 miles away. How does this legislation take into account the vastly differing 
needs of rural and urban communities? 

This legislatio,n is sensttive to both the concerns facing distressed rural 
communities and those facing urban coi11J1l.J:!nHies and allows for flexible 
performance standards and capil;ftC'Q'u'iiifment5 that take inlo consideration the 
differing development strategies. , 

I~ both rural and urban areas, distressed communities are suffering from the 
flight of people and dollars. The solutions to this flil/ht vary with the cofferent 
circumstances. 

The differing' effect of housing on economic revitalization ilustrates the need to 
adjust for the distinctive features of rural and urban areas. In distressed urban 
communities, high quality, afforda!:>le housing Is often a oentral component in 
spurring revitalizing urban neighborhoods. We've seen the effect of improved 
housing across the country and right here on Pennsylvania Avenue. 
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In rural commun~i9s, however, improving the e~lsting housing stock is less 
effective for econcmic revitalization. Wrthout Increasing job opportunities, with 
good wages, distressed rural ereas will not retain their skilled residents and will 
contirlue in their econcmic decline. 

3. Will the availability of capital through CDAs be sufficient to entice businesses to 
develop or locate in rural areas? 

The first point is that we aoknowiedge the imPD"ant role that existing small town 
bankers play in funding business development. Small town and rural 
community bankers have a proud history of playing an active role in the 
development 01 their communities. We must also acknowledge, however, thet 
there is an understandable reluctance on the part of many In the banking 
industry to make loans available In rural areas and that many bankers lack the 
technical knowledge to provide loans to stan·up compat"ies. This legislation will 
provide both the Unm$i need for capita! and the technical know·how to make 
loans to new companies. 

4. Development of urban areas hes lhe advantage of benefiting from e.iSling 
service infrastru::lure, such as ba"king, education, hea~.h care facilhies, and public 
transpMation.. How:does the proposal resolve the lack of these resources in rural 
areas? l 

The CDFI legislation is one part of a larger economic strategy of empowering 
Individuals ano communities to use available resources for their economic 
revitaiizat'on.A central component of the Fund is ~ role as a clearinghouse of 
technical know· how and funding resources as well as existing Federal programs 
that may combine to create similar benefits as exist in urban areas. One 
example is Ihe medical link and distance learning program at the Department of 
Agricuhure. Such types of Federal programs will be promoted through the 
Clearing~ouse func:!ion of the Fund. 
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DRAFT 


[July 7,1993; 4:30pm] 

Questions and Answers on CRA Rerorm 

I , What are you really proposing here? / don', see a concrete CRA reform proposal, 1 
see a directive 10 develop a proposal, mtere's tk bee/, 

The letter I bave sent to the bank regulators directs them to develop and implement a 
eRA refann that, by increasing the level of objectivity in CRA eofolUment, accomplishes 
twO specifiC goals: more perfonnalU, less paperwork, Achieving these goals will directly 
benefit thousands of urban and rural communities througb the creation of new and more 
affordable housing, new and expanded businesses, and new jobs, And it will benefit 
thousands of bank.; by reducing regulatory compliance costs, making eRA ratings and 
evaluations more consistent and more objective, and reducing the enormous amount of 
frustration that bankers now harbor toward the Community Reinvestment Act and its 
implementation by the bank regulatory agencies. 

2, 0", the problems ...ilh eRA be solved through regulatory acIions? Won', legislation 
be required 10 tackJe these problems serilJllS{v? 

Anybody who thinks we need legislation to refann the eRA ought to take a look at 
the statute itself. It is extremely broad. It gives the reguJatory agencies vast discredon over' 
how <hey enforce <he Act, wbat rypes of activities banks receive eRA credit for, wbat rypes 
of documentation banks have to maintain. and so on. 

3, Ab~' bankers belil!W! that banks receiving "Outslanding" eRA ratings should e'1/CIY a 
safe IUJ!'oor from eRA prolests for a period oftime, DJ yO" agree? Will the Administration 
creme 0 eRA safe harbor rhr(JIJgh its refonn initiative? 

, 

When you think about it, the fact that an outstanding rating coofers linle proteCtion on 
the banks that receive it reflects poorly OD the entire rating system. Right now. an 
Outstanding rating might reOect actual perfonnance, or it might noL Nobody can take it for 
granted <hat <he rating really corresponds to actual activities, The rating has very linle 
credibility, We want to make eRA ratings more credible, WIlen we have done that - wben 
an OutStanding rating really means outstanding performance, and everybody bas confidence 
in that fact - <he need for a safe barbor may no longer exist. 

4, Whot does Ille Administration estimoJe will be the effect afits CRA reform initiative? 
1I11Ot are we looking aI, dollar-wise, in terms ofnew lending, new jobs, new services, and so 
on? 

There is no wa)' to pinpoint the impact of the eRA reform effon. But if you want to 
gel a sense of how important Ihis area is, take a look at how much activity the eRA already 



promOtes. In recent years, banks and community groups across America have reached 
communiry reinvestment agreements calling for tens of billions of dollars in new lending to 
low· and moderate·income neighborhoods and families, sman businesses. and small farms. 
Even taking into account the fact that some of these agreements have been more successful 
than others. the fact remains that the CommuniIY Reinvestment Act may already be the 
sjn~le most siirtificaru hQusin~ and urban deyelopment prQ~m now QPCratilli in this 
country, J believe our reform effort win make the eRA an even more imponant force in the 
housi."lg and urban development area, while simultaneously making it clearer to banks what 
<.hey must do to comply with the Act. 

5. Will banks be able 10 satisfY their CRA obligations by investing In community 
development banks' 

Certainly, bur only up to a pOint, Even under the: current eRA enforcement system, 
banks can get eRA credit for investing in community development organizations of various 
kinds. I see no reason why <.he reform effon should change that. On the other hand, if the 
question is whe<.her a bank could just write a cbeck to a community development fulancial 
institution and thereby meet its eRA obligation completely. the answer is no. The CRA 
requires banks to be involved with their communities. in virtually all cases, a bank that 
conducted its communi~' reinvestment activit)' exclusively through Ihe intermediary of a. 
CDFI ""ould probably not be operating within the spirit of the CRA. Moreover. the goal of 
the CDFJ iruriativt is 10 increase community development activit),. not juS! change the form 
of existing eRA activity. So while there's clearly a role for eRA in the CDFI scheme, it's a 
limited Tole, 

6. W/rl' didn'l ."'" gel these CRA changes unden«!i'sooner? Three mont'" ago, there 
".,.. press reports suggesn'ng _"'u had an extensive reform plcut already prepared Have}l:lU 

sheiwd thaI plan - or 'are you simply holding offon ils reletlSe unJil }I:lu CCIII get the 
cOn"1I1milY groups and lhe banks to buy into il? 

During my campaign. I pledged to substitute perfonnance for paperwork in the 
enforcement of <.he Community Reinvestment Act. At the outset of my Administration. we 
fonned a Whit< House task force, jointly led by the National Economic Council and the 
Domestic Policy Council, to look hard at ways 10 increase invesnnem in low- and moderate
income communities. A subgroup of that task force looked briefly at the question of eRA 
reform. They met. <.hey talked, they generated some ideas, but mostly what they did was 
pl.n a process for carrying oul my campaign pledge. That process begins with today'. 
announcement. 

7. CwrenJ(v. something like 800/" ofall banks get eRA rating1 ofsatisfactory or better. 
Doesn't [his make a sham OUI ofthe Act? Will/his refonn effort change lhor? 

Our goal is nOL to increase or decrease the number of banks getting any particular 
rating. but simply to make Sure that eRA ratings accurately track actual reinvestment 
activities, nor jusl paperwork, As for whether the current ratings make a sham out of the 
Act. it's hard to telL The ratings don't mean very much. I'm sure many o~ the banks 



getting good ratings deserve them. I'm sure some banks that get bad ratings deserve better 
ratings. And I'm sure:that some banks should be rated less well thaIl they are. I hope that 
after ~'e have reformed the eM enforcement system. and our reforms have had a chance to 
work for a while, that :all our banks will get outstanding CRA ratings - not because the 
enforcement system is a sham, but because the industry does. great job of meeting the needs 
of America's communities, 

8. Ho,.. can)<'Ju r/:us, the regulators to come up with a CRA enforcement system that's 
an), good when regulators came up with the system we have now? 

Since the enactment of the CRA in 1977, we bay. all - "'gul.tors, flnancial 
institutions. and community groups alike - learned a JOt about community reinvestment, what 
works and what doesn't. I think we can count on our regulators to do a belUlr job this time 
around because they know mo", about the subject, aild they know firsthand the shoncoatings 
of the curren! approac~ to eRA enforcement. Moreover, I'm not asking the reguJators to 
take on this project in 'a vacuum. I am asking them to work closely with the many 
cornrn'Jniry groups and banks that have both extensive experience in community reinvestment 
and a strong interest mseeing the reform job done right. 

, 
9. Is it fair to impose CRA requiremel11S on banks and Ihrifts alone? WI(y don't other 
financial sen'ces pr",'iders - like insurance companies, finance companies, and mutual funds 
- have 10 romp(\' ";lh lhe CRA? W/lI)<'JUT Administration suppor1 extending lhe CRA to 
non-bank financial services providers? 

, 
Plainly, the current system is inequitable in some respects. Banks and thrifts do face 

heavier burdens in this area than do other financial services providers. But, on the other 
hand. bank' and thrifts enjoy certain privileges - notably, federal deposit insurance and 
access to the Federal Reserve discount window - that other fmaneiaJ services providers do 
not. So in some respects. it may not be so unfair to impose heavler burdens on banks in 
rerurn for the privileges they enjoy, My Administration is iooldng at what'S fair in this area, 
bla at this point I am nOI: prepared either to suppon or oppose extending the eRA to other 
types of financial services, ' , 

10. You sq;'}<lu wa", to make the CRA rating system 11'O)re objecttve. Haw are you going 
10 do lhat' Are)<'Ju going 10 use some sort qfpoinl system? Are you planning to set specific 
im'estmenJ targets? 

Making CRA ratings more objective is • principle goal of this effon, and I am 
determined to achieve that goal. TIte way to do it is to identify with some specificity the 
types of activities that will receive eRA credit ~.. JUSt as examples, these might be activities 
like lending for multi-family low- and rnoderate-incolTl< housing, lending to sman and 
minority businesses in distressed areas. or providing credit counseling services to prospective 
low·income borrowers -- and to focus the enforcement process on the extent to which banks 
and thrifts engage in those activities. As to how much CRA credit banks and thrifts might 
receive for specific amounts of these activities, that is an issue for the regulators, in 
consultation with the community groups and the banks, to decide over the next several 
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months. J do think it is importatlt to note. however. that • completely objective eRA "'ting 
system would probably be too inflexible to take into account the very real differences 
between different fmancial institutions and different communities, So while] think we can 
make eRA evaluations much more objective than they are today. I am nOI sure a totally 
objective system would ,be approprIate or desirable. 
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THE: WHITE: HOUSE:, 
WASHINGTON 

July I, 1993 

Hon. Eugene Ludwig Hon, Alan Greenspan 
Comptroller of the Curre,ncy Chairman 

Federal Reserve Board 

HOll. Andrew Hove Hon, Jonathan Fiechter 
Acting Chairman ACling Director 
Federal Deposit Office of Thrift Supervision 
Insurance Corporation 

Gentlemen: 

The Community Reinvestment Act ("eRA"), enacted in 1977, requires banks and 
thrifts to help meet the credit needs of the communities in which they do business. In recent 
years, the statute has come to play an increasingly important role in making credit I 
opportunities available to underserved communities. both urban and rural, aCrOSS America', 
America's banks, thrifts, community groups, and bank and thrift regulatory agencies can take 
pride in the businesses and housing they have cre.ted through the eRA. 

Despite its successes, I believe the eRA's full potential remains unrealized. Its , 
implementation depends too much on documentation, not enough on actual performance. , 
Under [he guise of community reinvestment; we have actually encouraged the greatesl I 
investments in paperwork. These paperwork requirements aid neither our financial ' 
institutions nor our communities. Banks: rightly complain aboui excessi\'e paperwork and 
inconsistent imp1ementation of the law. Community groups rightly complain tnat their 
communities remain unserved, and the eRA evaluations often fail to reflect actual communitv < 

reinvestment activities. 
, 

I 

We can do better. By giving our banks and thrifts clearer guidance as to how the 
regulatory agencies win evaluale eRA performance, we can eliminate much meaningle~ 
documentation and improve consistency in eRA enforcement By focusing that guidance on 
the provision of real investments and services, we: can increase support to communities that 
need it. 

, 
eRA evaluations cannot be totally Objective. A system too inflexible to recognize the 

real differences: among the circumstances in which our banks and thrifts operate: would poorly 
serve both our financial system and our communities, The system we have today leaves great 
room for improvement -- improvement that would serve both communities and financi:nl institutions. 

I • 



Accordingly, I am writing to make three requests. First, I ask your agencies -- in 
close consultation with the banking industry, the thrift industry, congressional leaders, and : 
community groups across the country -- to work together to reform the CRA enforcement 
system by developing new regulations and procedures that replace paperwork and uncertainty 
with performance and objectivity. Second, I ask that you seek to complete this effort by ~'

January I, 1994. Finally, I ask that, in undertaking this effort, you work to promote I 

consistency and even-handedness, improve public CRA performance evaluations, institute : 
more effective sanctions against banks and thrifts with consistently poor performance, and,; 
most significantly, develop and set forth more Objective, performance-based, CRA assessment 
standards that reduce the compliance burden on financial institutions while stimulating 
improved CRA performance. The new standards might appropriately focus on three types ~f 
community reinvestment activities: ~ 

, 

• 	 Lending to low- and moderate-income individuals and 

neighborhoods, small businesses, and small farms; 


• 	 Investments in low- and moderate-income neighborhoods; 

• 	 Provision of banking services to residents of low- and 

moderate-income neighborhoods. 


By refocusing the CRA enforcement system in this manner, I believe we can reduce 
confusion and uncertainty in CRA evaluations, increase access to lending and banking 1 
services, and recapture the true spir~t and purpose of the Community Reinvestment Act. I 

Sincerely, 

William J. Clinton 



THe: WHITE HOUSe: 


WASHINGTON 


June 24, 1993 

MEMORANDUM FOR David Gergen, Howard Paster, George 
Stcphanopnulos, Marcia Hale, Mark Gearan 

FROM: ~ce Reed, Gene Sperling, Paul Dimond, 
Paul Weinstein, Sheryl! Cashin 

SUBJECT: Presidential Announcement of the COF! and eRA In;ti'lives 

We recommend a Presidential announccment on a Community Development Bank 
initiative and eRA .reform by next week, We are aware that there are problems with 
announcing a new initiative, but we fccl that. On the whole, we have to move forward and 
have a Presidential announcement next week. 

One, we fed the timing of lhe proposed hearings schedule makes a Presidential 
announcement imp~rative if the President wants to be seen as moving forward with? 
proposal. : 

Two, the Federal Reserve is a necessary player in eRA reform. and the Fed will not 
act without a clear Presidential directive. ~ , ,, 


Three, a public event would be helpful in rallying overall support not only fo~ the 
proposal, but it would also show the President's support for a key agenda item of several 
important House members prior to the Reconciliation conference:, ' 

Four, while this is a new inItiative, it is a low-spending proposal with a stro~g free 
enterprise and job creation focus; and both the CDFI initiative and eRA refonn fit with the, 
President's hask economic message of freeing up more capital for private investment. 

I, 
Finally, if the Senate p.'1SSCS reconciliatIon by Friday, next week we will not be in the 

heart of the Congressional vote on Budget Reconciliation and may in fact have a week in 
which we could use an economic eVent. ' 
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BACKGROUND: 
, 

(1) Senate H.aring: With Howard Paster's help, we are seeking to cooperate with the 
request of Steve Harris, the Senate Banking Committee Staff Director, to schedule a hearing 
before Chainnan Riegle's Committee on our CDFI bill for July 13, This is the only day the 
Committee has available in luly; and a heariog by mid-luly is critical to garner fult 
Committee support and to transmit the bill to the Senate floor in time to secure the:requisite 
appropriation, It is our understanding that lhe President will leave for the G-7 Summit trip 
during the July 4 Senate recess and that he will return on July 14, Therefore, 
next week is the last window of opportunity we will have to send the bill up with ~ 
Presidential announcement prior to Senate Banking's July 13 hearing. 

(2) CRA regulatory reform and the Federal Reserve: Gene Ludwig, the' 
Cnmptroller of the Currency, has been working with the three other bank regulators; to get 
them to agree to work on an effort to issue new, performance-based Community , 
Reinvestment Act Regulations. An of the regulatorS arc in general agreement that ~e should 
move to performance-based eRA. However, the Fed has made il clear that it will ~ot move 
forward with this undertaking unless the President specificaJly requests it. Their rationale is 
that they arc an independent regulator and that they arc reluctant to allow another J~gulator, 
the OCC, to take the lead. A presidential statement asking the regulators to undertake this 
effort is therefore required. r 

I 

(3) The Timing of eRA Regulatory Reform: As a part of his overall stratJgy for a 
two-stage process for community reinvestment, the President proposed as a first step (a) 
comprehensive refonn of CRA by regulation to stimulate "top-down" lending by regulated 
banks and thrifts in distressed communities and (b) a basic CDFI bill narrowly focussed on 
estab1ishing a publicly supported community reinvestment fund to stimulate addition1al private 
support for a nation-wide network of "bottom-up" CDRs, This basic approach has

l 
received 

wide support in the media, and we have worked bard to establish a broad consensus! of 
support from community and consumef groups and from major banking interests, House 
Consumer Credit Subcommittee Chair Joe Kennedy. who has long~ but unsuccessfuliy backed 
reform of CRA by legislation has enthusiastically backed the President's initiatIve b¢cause it 
will both lead to successful reform of CRA and hring the pteviously warring banking and 
consumer/community groups to the same table, Both Gene Ludwig and Fraak Newman agree 
that we need to move forward now! lest we lose this coalition of support for CRA rMorm and 
for our basic CDFI bilL The timing of OUf announcement has become particularly ehtical 
because Representative Flake is now seeking to fiIi the vacuum we have left by our ~delay in 
announcing OUf initiative: Congressman Flake is proposing legislation to cefom eRA, 
legislation, which has no cttancc of passage in the Senate this year, I 

I 
(4) PresIdential Announcement: A public, "Rose Garden" variety event co~ering 

both the CDFI and CRA initiatives would bc very helpful, if not imperative, both to,our 
legislative strategy for the CDFI initiative and. regulatory refonn of eRA. We have ,been 
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working closely ~ifh chief patrons of the CDFI concept in the House and Senate, a,nd we feel 
that having an event in which we can give them prominent public positioning will be an 
impol1ant vehicle fur solidifying key suppol1 for the bill. This strategy is pal1icularly needed 
to reward Maxine Waters (a long-time proponent of CRA rcfonn and a CDFI initiative) and 
to solidify the commitment of Bobby Rush and of his 62 co-sponsors to work with us on 
gaining passage of a major CDF! bill this year. 

I 
Such a public event would also present a great opportunity to catalyze suppofters of 

both initiatives, ~c OCC, Treasury, the ope and the NEC have consulted with community 
groups, banks and representatives of the CDFI industry on both issues. They have been 
waiting (or months for an Administration announcement that we are moving COlWar'! on both 
initiatives. Unless we arc prepared to go back to ask the President to rethink the decision that 
he made in April, we must move forward now to implement his considered commu~ity 
reinvestment strategy_ I 

cc: 	 Carol Rasco, 
Bob Rubin 
Bowman Cutter 



MEMORANDUM 


: .TO: CD Bank Team , 

FROM: Paul 'carey· X6782~ 
HE: Hill Notification Calls 

DATE: June 3D, 1993 
.----------------------------------------------------------------


I 
The following calls should be made about a transmittal of CD 

Bank legislation and possible (though remote) chance of an 
announcement. We should expect that people will want paper, and 
'have something to send out by COS tod.y. I would like to send 
talking points to all concerned and want to stress that we MUST 
keep the Hill ahead of the press on the curve. Nothinq hurts us 
more than members learning details of our plans from reporters
for the first time. Let's figure out today how to divide the 
work. 
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THE WHITE HOUSE 

WASHINGTON 

June 22, 1993 

MEMORANDUM FOR 	 GE."IE SPERUNG 

BRUCE REED 


FROM: 	 PAt:L DIMOND 

PAUL WEINSTEIN 

SHERYLL CASHIN 


SUBJECf: 	 Presidential Announcement of the CDFt and eRA Initiatives ! 
For the following reasons, it is imperative that we be given clearance by next week, to 

move forward with both the CDR and the eRA Refonn initiatives, In both cases, we need a 
Presidential announcement. 

(1) With Howard Paster's concurrencc, we agreed to allow Steve Harris, the Senate 
Banking Comminee Staff Director, to schedule a hearing on our CDFI bill for July 13. The 
Senate recesses for the July 4 holiday at the end of next week. It is OUf understanding th~t 
the President will leave for the G-7 Summit trip during the July 4 Senate recess and that he 
will return on July 14. Therefore, next week is the lasl window of opportunity we will h~ve 

, to send the bill up with a PresidentiaJ announcement prior to Harris' JUlY 13 h~ing. I , 
, 

(2) Gene Ludwigl the Comptroller of the Currency) has been working with the thrcf; 
other bank regulators to get them to agree to work on an effort to issue new. pcrformanccd-. 
based Community Reinvestment Act Regulations. All of the regulators are in general 
agreement that we should mOve to performance-based eRA However, the Fed has made it 
dear that it will not mOve forward with this undertaking unless the Presidc~t specifically ! 
requc.o;ts it Their rationale is that they arc an independent regulator and that they are : 
reluctant to allow another regulator, the OCC, to lake the lead. A presidential statement 
asking the regulatorS to undertake this effort is therefore required. 

(3) A public, "Rose Garden" variety event covering both the CDFI and eRA initiatives 
would be very hclpful~ if not imperative, to OUf legislative strategy for the CDFI initiative. 
We have been working closely with chief patrons of the CDrl concept and we feel that . 
having an event in which we can give them prominent public positioning will be an important 
vehicle for solidifying key support for the bill. This '1rategy is particularly needed to bring 
on Maxine Waters and solidify Bobby Rush's commitment to be a foot soldier for the bill. 

Such a public event would also present a great opportunity to catalyze supporters of 
both initiatives, Tho DeC, Treasury. the DPe and the NEe have consulted with community 
groups, banks and representatives of the CDFI industry on both issues, They have been 
waiting for months for an Administration announcement that it is moving forward with these 
efforts. 



·, 

EXECUTIVE OFFICE OF THE PRESIDENT 

OFFICE OF MANAGEMENT AND BUDGET 


ROUTE SLIP 


TO; NEC (Dimond) 

DPC (Weinstein) 
Tata necessary action o 
Approval siqnature o 
Comment o 
Prepare reply o 
Discuss vitb lila o 
For your information 

See remarks below 

o 
o 

IIDIAIUIS 

CQfI - Proposed final DufLot the 8i 11 

Treasury's proposed final of the CDFI bill. We are double
checking the language and intend to clear the bill at the end 'Of 
the day. 

cc: 	 Alan Rhinesmith 
.lenni Main 
Ken Kelly 
Roz Rettman 
Ed Chase 
Barry Anderson 

Jim JUKes 
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OIl bahAl! 0' ,t:lW Adilinilrt;:ratioll, X .. pl-ea.0<J4 to subm.1t to 
CCI:Dqr... ~ -Cttmawdty DcVelopw.nt :financial. ~tatiat:l$ A.ct at 
11",· tAa iLterinia:t;.ratlou·. l.pal..Uva initiative tor crMtiJ:19 lit 
natvo:ck ot "~nit;l' deveJ.c:opm4IlIt U ...ne:1eJ. imltitu:tl..... that. vUl 

.	~1. individuals and t"JITJ!!WrJDitiac to ~U: ~or .1§Jrut.t.ar 

ooc:o....a;ic """"."-ity • 

. - Tha leo;JalatlOll voul4 _lillh .. Co==mlty ...""U>v .....s c:::re4.l.t 
l'Im4 that woul4 support a _ of: invest:ment. in • natiOlilal 
..._ of """,",mlt:y ,s....:tcp!lll>Dt tl".I>OIeJ. iwrtitntions. TIl.. 
""••IInlty BanlriDOJ 6.t1<1 Credit. PImd ...,1114 ~ 1!inanelal. and 
tecl"lleaJ. ...iotan"" to c""";mlty ,seveJ.op:a<mt tln.nolal ' 
J..ostituticma and se.rv. as lit llZlticD..U. intO:czat.iOA cl.Ml:"iDgboua. 
tor cu••QDity cSevelopmut financial 1natltvtJ.ClU:. 

In too mmy w:ba.D. &Dd ~ COIIJMmlUu, ttl.. iii • lack 0: 
e:a.p1t:.a1 	 &DIll c:r;:w!it.. t,end:i!); in cUat.r.'e:«t CUUI.,tniti.., 
p&rt.1wl4rly to .....11 bWJ1nes..... am ,.. _l1cat44. :tt ..., 
requira 	apeclal. ~ ani! knovledll_f tha barrwe>:.' alii! 
CA"'tB'WOnity, c:z:'flldit pro4w::ta, .ubaiUH.. and secOJY1ar:r uruts.. 
Cnmmnity 4eYfJlopwent ttnancial 1ut1ta.ti~-1nclu4J.J'u,J CgwMptnity 
cI<W.:t~ ",""b Uke south Sh<:Ir" _ in Cbicago, oollllNZlity 
e>r<>4it uni.- INch as klf-llalp in Borth carolina. cnmw",jty 
tIArv.:tClJi1lll6l't-,~ti.""., Ilicr.......,tarpriae loan _. and 

revclvinl!l...... _-h.i.v. ~ted that they CIIIII prov1c1.o 
capital. c::tiIdit, and' deveJ.opmerIt. .....:vicaIl in 41IItraa.....,. ......" and 
to tarqat:d'fGpllat1ona. 	 ' . '-.'- .. . 	 .' . 
n.t. bill n..&1't'!.r.a the Mhain'.-tntioo· ........itaestt: to bel.p1.Dq 


" 	 cOMMuDitl_ Ulp th_ql.... By ~~t&r eccess to 
capital and .,...,ut. w. vill tap the ~al uuargy of 
.&.e.::io.a l poor..t couQujtiea a.n4 eMb1. 1lxUviduala U4• 

...... ¢Ommmitt.., to- bec.aae se.lr-sutt1c:1ent. 
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'rba Ac:tldni.t:ration requ~ tbat this blll be ret~ to 'tlW 
appropriate oom't'tee ab4 urq_ 1U urly onact:aent. 1!ha ·Ortie. 
of 1W>aq_ al>d _get a<;\v18es that "",,_t ot thia 10111 111 
1.rt a.cconl vith _ Pruidarrt:· .. prograa. 
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The Honorable: 'llloma.s S. Foley 

Spaak.r o~ the Bow.. 


ot !teprtaellt.atlves 

washinqton, D.C~' 


!leAr Itr. Sp~'.
I, ,- ; *, 

on behalt o,t the '''''iXll.traticn f I am plug.w! to 1I1lblI.it to 
Corzqres.. tb.. ,·C'DJII'lUl.U'liey :l)raVlillopmellt l"1.rumci.a.l lNItitutJ.OllIIJ Act. of 
~99J.· the ~jn!stratlon's 1~.lat1vo iDitiatiV* ror oreating G 
net1iork of ~mlty development financial J..cstil:utions that wUl 
<mal:>l. irutividuals and C<lIIIlIJUIliti.. to ptuvida for .....,ate:r 
econoiaie oppol:'t1:lnity • 

._ 	o:l:Lia leqi.lotion would ostal>U.b " ""-Unity Ilo.nl<.ing !lIld cr..ut 
Fund that ""all! .su:ppo:>rt a program o~ l.:!vesblant in a IIllticmal 
tlet:work ot oo:llllUD.ity develop6tJt :fin!t..tloia.l institutions.. ..rhe 
"",""""ity B&Ill<ing and credit l'\md would pravi4e rinllocial and 
taohn.ical e..u:iata.ncc to ocmnnuU'ty cI~elopae.nt t"i nano1al 
irurtitotionc &tld 5(trVe as a nc.tiollAl. iAt'or.aat1on gla.a.r.l:oghouae 
tor COlIImunity uveloptent t'inancUl. institutiotuh 

In too 'JJA:1:J!f urban and rura.l eo·wuni t1.., the.r. i_ A laCk of 
eapiuu and ereI!it. Lendinq in /!istns.... COlIIIIIUniti.., 
psrticularly to .....:1.1 bwlin......., can be complicatad. .It-'1 
nquire _ial _rti".. and laIowledge-of tha bottcwtr and 
~ty, .,..".ut prO<l\lat.s, _sidies, and se<:<>Ddary Il!arlCeta. 
,,_ity davelapaant tino.nc!.al instil:utions-iDclYdibIl coaunity 
d.ve1ap1Ml1t: banks lika Soutb. Shore Ba.Dk in Chioaqo, collllllUUlity 
cndit wUOIl& _ ... Salf-llelp in North caro1J..cs, ~ty 
4evaloP1M-l'1t corporations, :aiero-GDt~lM loan t\mds, and 
rnolv1ng- loan t'Un.d5--have: 4.aomrtrated that they can pl"Ovide 
capita.l~ crad1t, and (1QVEilo~e.nt &ervicea i...D distr....d a.r&aa and 
to t.argetod papQ.lations. 

, 

ThiJI bUl .......irlI1s the !.d:IIWU.stration' s COIIIIIl.1taent to balping 
commnniti.. help th.uQlvu. By ensuring greater aoee.ss to 
capitlll aM o:redit, ... will tap tile ""tnpreneurial '""""'i'!l of 
America '8 poorut c<!IIIInlnities and enable indiviclmtl.Js aM 
comwuti.... to -."... .olf-suffioient. 
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The Atbdnistration requesta that this bUl be refarrad to the 
appropriate ~t-t..;,4iI and ~_ ita e.a..rly enactment. Th. ottica 
of 'KanAIjJGl&llt and B'U4qe:t aavuQ,& that enactmei1t of this bill ill 
in accord nth tba President's progrm16 

, . 
00 

p 

.



I 

A BILL 


St UUUJt:(i!d by d:4 SUlare u.ntJ Hnlist ifRq"~s~ruatrlet al1M Urliftd S/QlU 

2 ofAmerica ttl Ccnrnsr D.!stmbl~. 

J SECTION i. mORr trru;;, 

4 Thi' Act IIl.Il)' be ci1I:d as t~ "Comn:ranity Devclop~t FiIllll...:ia1 Jl'.stitlJUODl 

S Act of 1993",. 
6 SEC. 2. FL'mIl'iGS A.'ID PUIU'OSE. 

7 ~a.) Fl~-otNGS.-The Congrc-u f;.ads dt!\t-

S (1) f'Ilwy of the N4Uion's W'ban luld IU!il1 e.o~til!.l a.;d tndia.u 

9 R'~cn'ativ:lS face el~tic"".J lI:oci:.il aM ~(loutnic probtetn.' Wate in par~ Crom 

I . 10 the lack of e-.:onomie ttOWth~ ",""Owing t1l1.n:.lbe~ of IfJw·incorne p~ple 1Dd, 

)1 pr.op1e using in poverty, lack o.f employtncot a.W O;M,r opportl.l.nitit:l>; 

, - 12 (2) the restoration aod wa,inttnMC(: of the: t:;ollOrnicl of these eom.muni.. 
IJ ties will require: cnordinated deYciopmr.nt mtegieh irutnsi\'t: Sil[Ipotti>l' 

14 se-rvices\ 4lKi !:nCfe'~ Ir-UU to c:epiW. and tted.il. for deveto,p!ncollI;dvirles, 

1$ i:od.udi'n,& investment 4L b~1'I.t:$;'e$. hou~. cof'l1t:w:rd:l1 relL!' eswe, human 

16 dcvdop.:nt!H. and ather a~iivitir-.s that promote the 10ti.~-te.rm tCIJDomie lllI1 

17 SIJcioll vIability of tllr: CODl1ll!UUly: 

18 (3) in !Uli.l).y urban a&d rural ¢omrrruniuts. tow- am1 nlOdtr.1te-m.cotnO 

19 Dt:i~rll.oQ(!s and ~n~dM!I. *t~ it 4- shot'bgr- of capilAl lAd credit. . 

20 
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1 

1 (4) a~ to alpiw and ercdi% is es~tiil lQ unleasb the \lllt1;'peu 

2 eotrtpre~ri!1 tMfIY ('If Aml::ri~', POOt\%( eommu.c.iLies IUld to em:po~'Cr 

3 individt:.al). and cn!ll.1ll.Wlities tn beo.\U1e self-$u.ffideur:: "l)d 
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($) community devclopment tim,nejal itUtilUo.oD$. have proven their
" 

ahHity \0 identify aad ~d tQ COl1l.rcu.a.ity needs for c:1&Iitl1, ct'fdlt Ind 

dt:'velopment iCrvlcc:s in ili,& eb.~ of. nt' u .. c:ot:llplenkut to, xnkl!l$ 

5 

6 

ptOYi-.kd by other hmdw. 
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7 

(b) PmPOSE.-1'hc pl.Upust of this Act is to crute a C':omnnmity BM.k.inc nnd 

9 Credit Fund that will s-upport 11 proir,un nf Ul\lt!StQ.ent in i.Od as~istall\:c :0 i national 

10 oetwork of CQUlIlWl'llty dev~lopm.eftt llLalldat institution." th.u will provido for gre.tt:r. . . 
11 ceQcomic orrot'tUuity. The Commuoity &,nl.-in~ and Credit Fund wU! provide 

12 fin.:1.oc.ial a:.ud r.ecnnicaI ~\"'aJlcc:. i.ncludiDA aammg, to COMlTIwUty dtvelop!.ll:nt 

13 ii.n.anci.11 in.ttifUtiUIl&. l'Cf\'t &JJ a nlltional i:nfot1ll1tiull Cll"MiPihou..e, IUd be AQ .. lnsdturlonat YQleec !OJ: coaunw1 dt;vcloQl.n«1t. °!"he net?l'Ork ot eocur.unity 

15 develt.lprnent fi'liiO;ial imlittltion! th61 the C' ommuniry Sa.ul.io.: lJld Credit fUDd 

16 supports will ~n:rv ide c:lpfta.1, cn:dit Iud Jc:velnpmeul setvfcta 1.0 targeted in""~lr.cenl 

17 ~ Qr pO~ot\S, a.od ¥li!t PfO'QOtc ec~mle re~itaJh:Ation and COlllmu:llty 

Ii dcveJopmtni ,.-. 

19 SEC. J.>UJ::FlhlTTONS. 

2Il (3Y COM:\i'l.,:tm'Y DEVCfOPMThT flNAswt INrnT'L"'noN.·......·:rhc ter.l'l. 

21 :COt1lrnwU!:y ckvelopcn.etl1 t':inanc[aJ !D$tituuou- means any back. savU:1&s asst'ldation. 

2l ctcdJr: union. utiero-e.ute:tprist: kr4.:l fund, commu.uity developtne'Dt corportl.:itm, 

. 2.l eommwtity develvplllODt .muIvi.D,c 1(00;1 6wd, Of other dcpoGiwry Wstitutioc {Q-
24 defined in section 3 of the Federil n~t hunr:w.ce Act) or non..ceposliory 

25 Qrgatrintion Ulftt-

, JUDe 15, 1.993 
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1 , (1) bas as its primary mission the promotion of cOllllllunily development 

:2 throu2b the provision of capital, credit or development services in its 

3 inv_en! areas or to targeted populations: and 

4 (2) enc?urages, through representation on its governing board or 

5 otherwise, the input of residents in the investment area or the targeted 

6 populatia!l$. 

7 A holding CQmpany' ~ its subsidiaries may qmilify as a community development 

8 l!nA:acial institu9.o,,'jftiie bolding company and its subsidiaries collectively satisfy the 

9 requirements ofyat"grapbs (1) and (2). The term "commonity development finaru:ial 

10 instinuiOll" does not include an agency or instrumen1ality of the United States or an 
. 

11 '''3ency or instrumentality of any State or political subdivisiQn thereof. 

12·- (b) DEVELOPMENT, SERViCES.-The term "development services' means 


13 ac:tIvltles conducted by a comm1mrty development flnl1l!clal institution that promote 


14 eommunity development by developing. supporting and sttengtbening the le:ndin&. 


15 lnvestmell1, and capacity-building activities undertaken by instirutiol1S, including. but 


16 notliDWted to-

17 (1) business planning services; 


18 (2) figancial and credit counselillg services; 


19 (3) marketing and management assistance; and 


20 (4) administnltive activities associated with leodin, or inv_ent. 


21 (c) INStillED COMMUNITY DEV:EI.OPMENT FlNANClALIN~-rmmQN.-The term 

, 

22 -insured comm1JDity; development financial i4sdtutiOIl" means any eommunily 

23 development financial instillltio. th. dcpnsits of which are insured by the Federal 

24 Deposit Insurance Corporation. The term also includes a credit 1Ulion which has 

2S been designated as low-income by the National Credit Union Administration and the 
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1 deposits of which .,.~ insured by the National Credit Union Share Insurance Fund. 
, 

2 (d) )}.'VESl'MEl)"f AREA.-The term 'investment area' means an identifiable 
I 

3 community that meets criteria of distress, including the IlUlIlber of low·income 
, 

" families, the extent of poverty, the extent of unemployment, the enent of \Jllmet 

S credit needs, the degr"!, of availability of basic fiDancial services, the degree of 
I 

6 limited access to capital and credit provided by existing financial institutiollS, and 
, . 


1 other t'awlrs !hal the', Pund deternti.a¢S to be appropriate . 
.:' . .'. 

8 (el QuAIiFIEn,,COMMUNITY DEVELOPMENT I'lNANCIAL lNsrrrunON.-1b 

9 term 'qu.alifie,H:ommunity developmertt financial institution' means a community 

lO.developmertt financial institution that meets the requirements of 5lIbsectiOllS ($)(b)(2) 

11 throujlh (8) of this Act. 
, 

12 (f) TARGETED: PQPUlATION.-The term 'targeted population' mea!lS an 

13 identifiable ifoUP oflow-ineome or disadVlUlraged persollS that are underserved by 

14 existi.cg financial institatiOllS. 

15 

16 SEC. 4. ESTABLISHMENT OF NATIONAL FUND FOR COM:.\fUNlTY , 
11 DEVELOfMENT BA.1IIK1.NG. 

18 (a) IN Ge.'ERAL.-Thcre is created and chartered" body corporate In be 

19 bown as the Cnmmunity Banking and Credit Fund (referred In in this Act as the 

20 'Fund') Ibat abaIl have the powers and responsibilities specified by tbi< Act. The 

21 Fund abaIl have mccessinn until dissolved. The charter of the Fund may be revised, 

22 amcoded or modified by Congress at any time. The offices of the Fund $hall be in 

23 Wa.shin:ton, D.C, 

24 (b) BoARD 01' DlRECroRS.

(1) IN GEI\'ERAL.-The powers and manaiement of the Fund shall be 
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1 vesttd in a Board of Directors (referred to in this Act as the "Board"), whieh 

2 shall have nine members. 

:3 (2) MEMBERS.-The members of the Board shall consist of the 

4 following: 

5 (Al De Secretary of Agricultw-e. 

6 (B)' nie Se<:retary of Commerce. 

7 
,

(q The Secretary of Housing and Urban Developm __ 

8 /'(D) The Secretary of the Treasury. 

9 / ' (E) De Administtator of the Small Business Administration. 

10 (P') FOW' private cid:zens, appointed by the President with the 

11 advice and consent of the Senate, !hal: coUectively

12 . , (11 represent commUDity groups wbose COllStituel!C;es 

13 include Iow-income persons Or residents of investment areas, 

14 (ti) have expertise ill the operations and activities of 

I~ dC!'9sitory institutions, and 

16 (tii) have expertise in cOllllllunity development and lending; 

17 provided that there should oat be less than one member from each of the 

18 three categories descn1>ed in clauses (i) !hroujlb (w') of this subpara

19 graph. 

20 (3) CllAIRPERSON.-The President. shall appoint from amool: the 

21 members of the Board specified in paragraph (2)(F) " chairperson of rhe 

22 Board, who Shall, serve at the pleasure of the President for a term of two years. 

23 (4) VICE-{:HAlRPERSON.-The President shall appoint from amOllg rhe 

24 members specified in paragraph 2 a vice-clmirperson who will Serve as 

25 chairperson in the absence, disability or reeusal of the chairperson. The vice· 
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1 cbail;!erson shall serve at the pleasure of the President for a term of two ytIIrS. 

1 (5) TERMs OF APPOP.ffiill MEMBERS.

3 (A) IN G!lNEIW..-Eacb m_ber appointed pursuant 10 pfI!lIil'Il'h 

4 a)(F) sball serve at the pleasure of the President for a term of four 

S years. except as provided in parngraph (5)(C). 

6 (B) VACINCIES.-Any member appoiuted to fill a vacancy, 

7 occurrlIig prior to the expiration of the term fur which the pnlvious, 
8 member'~ appointed shall be appointed for the remainder of such 

-
9 term. Appointed members may continue 10 serve fOUOw1D2 the 

.' 

10 'expiration of their tel'lllS Ulltil a successor is appointed and qualified. 

11 (C) TERMS.-The = ofrh. initial appointed members shall be 

U· for four years and sball begin on the date each member is appointed. 

n except that twa of the members initially appointed pur5Wllll to paragraph 

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

15 five years. 

16 (6) ACTING OFFlOALS.-ln the event of a vacancy or absence of the 

17 individual in ~y of the offices descnDed in pllnlgraphs (2)(A) rhrougb (E). the 

18 official acting in that office shall be a member of the Board. 

19 (!) AUTHORITY TO DE!..EGATE.-Eaeh member of the Board specified 

10 in paragraphs a)(A) through (2)(E) may designate another official who bas 

21 been appointed by Ibe President with the advice and consent of the Senate 

22 withln the same agency to serve as II member in his or her stead. , 
13 (8) CoMPIlNSATIO);.-Members of the Board who are otherwise officers 

2' or employees of the United States sball serve without additional compensation 

15 for their duties as members, but shall be reimbursed by the Fund for travel, 
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1 per diem, and other necessary expenses incurred in the perfOrt:llallce of their 

2 duties, in accordance with sections 5702 and 5703 onitle 5, United Slates 

3 Code. The appointed members of the Board shall be entitled to receive 

4 compensation at the daily equivalent of the rate for a position under LevellY 

S of the Executive Schedule UIIder section 5315 of title 5, United Slates Cede, 

6 and sball be reimbursed by the Fnnd for mvel, per diem, and other neeesw:y 
, 

7 expen.ses incuIred in the performance of their duties, in accordance with 

Special meetings of the Board may be called by the Cbairperso!l or on the 

8 sections 5102 4nd 5103 of title S, United States Code. 
, ;.~ ,.,' , 

9 (9) 
/ 

ME£nNGS.-The Board shall 
, , , 

hold meetings at least ~ly. 

10 

11 " Wrltren request of three members of the Board. A llU\iority of the members of 
, 

12,_ the Board in office , shall constitute a quorum. 

13 (e) OffiCERS AND EMPLOYE!lS,-The Board shall appoint a Chief Executive 

14 Officer who will be' re$ponsible for the management of the I'wld and such other 

IS duties d«med appropriate by the Board. The Board shall appoint a Chief Financial 

16 Officer who shall oversee ail of the financial management activities of the I'wld, The 

17 Board.balI also appoint an Inspector Geaeral. The Board may appoint suell other 

18, officers and employees of the Fund as the Board determines to be Decesw:y or 

19 appropriate. The CbiefExecutive Officer, ChiefFillIlDciaI Officer, and up to 3 other 

20 officers of the I'w:ld (but not including the Inspoctor General) may be appointed and 

21 compensated without regard to the provisioDS of title .5 of the United StaleS Code 

22 iovernlng appointments in the competitive service and chapters 51 and 53 of title .5 

23 or the United States Code, except that the rate of pay for the Chief Executive 
, 

24 Officer, including bOnuses, benefits, and all other forms of compensation shall not 

2S exceed the tale for a position UDder Level I of the Executive Schedule Il!lder secdon 
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1 5312 of title 5 of the: UniJ.ed 51llr.es Code and the rate of pay for the remainins fou.r . , 

2 office"" iru:luding bonuses, benefits and all other forms of compensation sball I10l 

3 exceed the rate for a position under Level IV of lb. El<ecutive Schedule under section 

4 5315 of title 5 oflbeUnited SIllr.es Code. 

S (d) G!::NERAL ~OWERS.-In carrying ont its powers and duties. the FunG
, 

6 (I) shall have all necessary and proper powers to cany ou.t its autborily 

7 ander Ibis Act;,, 

8 (2»),,,,y ailopt, alter. and use a corporate seal. which shall be judicially 

9 notked; 

10 '0) =y sue and be sued in its c.:>rporate name and c.:>mplaln and defend 
. , 

11 in any court of c.:>mpetent jurisdiction; 

12·- (4) may Illdapt, amend, and repeal bylaws, rules, and regulations 

13 governing the manner in whicb its bu.sim:ss may be c.:>odu.cted and sball bave 

14 power to make such rules and regulations as !lllIy be necessary or appropriau! 

15 III Implement the provisions of this Act; 

16 (S) may enter into and perform such agreements. COIltnlcts. and 

17 tran.SaCtions as may be deemed necessary or appropriate 10 the conduct of 

18 ectivlries authorized under this Act. including those relating to administnIive 

19 expenses of tbe FWld; 

20 (6) may determine the character of a.Od necessity for its e:cpendi1llreS and 

21 the manner in which they shall be incurred. allowed. and paid; 

22 (T) "",y utilize or employ the services of personnel of any agency or 

Z3 inattu:mentaliry . of tbe United States with the consent of the agency or 

24 instrwncnWlty concerned on a reimbursable or non-reimbursable ba:iis; and 

2S (8) may exe<:nte all instruments necessary or appropriate in Ibe exercise 
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1 of any of its functiOIlS under !his Act and may delegale to members of the 

2 Board, to the Chief Executive Officer or the officers of the Fund such of its 

3 powers and responsibilities as it deems necessary or appropriate for the 

4 ,dministratio.a of the Fund. 

j (e) WIlOLLy.QwJ..n> GoVERNMENT CORPORATION.

6 (1) The Food shall he a wholly-owned Government cotporation in the 

7 Executive branpb and shall be trea~ in aU respectS as an agency of the United 

8 States, e",.,.,pt· w' the e:<lent !his Act provides otherwise. . , 
9 (2) Section 9101(3) of title 31, Uni~ States Code (the Government 

/ 

10 Corporation Control Act) is amended by insertillg "(B) the Community 
. . Crt:d..'\ 

11 Banking and .f>e.iOlepSlclOl Fund.' after "(A) the Commodity Credit Corpora-

12·- tion. • and redesignating paragrapbs (B) through {M} as paragrapbs eC) through 

13 (N), respectively. 


14 (3) Sectioo 9101(b) of title 31, Uniled States Code (tile GoVernmenI 


l' Corporation COnlrOl Act) sball not apply to deposits of the Fund made pursuant 

16 to section 7. 


17 (f) LlMlTATION OJ' fUND /;ND FEDERAL LwmlTY.-TheIlabilily of the Fund 


18 and of the United States Government arising oui: of any investment in a community 


19 development financial institution in accordance willl Ihis Act. shall be Ilmi~ to the 


20 ILlIIOll1U of tile investmem and the Fund shall he exempt from any ......ments and 


21 other liabilities that may be imposed on contrOlling or prittcipal sbareholders by any 


22 Federal L1Iw or Ille law of any State, Territory or the District of Columbia. A 


23 eommu.nity develoPFent fi.oancial institution that receives assistance pursuant to Ihis 


U Act. shall not be dOC)'led to be an agency. department or instrumentality of the United 

, 
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1 SEC. S. APPLICATIONS FOR ASSISfANCE. 

Z (a) FORM AND PROC'EDL'RES.-An applicalion for assistan"" WIder this Act 

3 shall be submitted by an appficant in such form and in accordance with sucb 

4 procedures as the Boan! shall establish. The Boan! shall publisb regulations with 

S respect to application requirements and procedures not later than 180 days after 

Ii eIIaOlmel!t of this Act. 

7 (b) M1NIMUM ~QUIRF.MENTS.-The Board shall requite that tile applicatiOl>

8 (l),de;"oilStrate to the satisfaction of the Soan! that the appUcant

. CA) is, or upco !be """';P! of • charter will be, a community9 I . 

10 . dev.lopmen! financial institntioc as defined in section 3(a) of thls Act; 

11 or 

12'- (13) is • depository institution belding company (as defined in 

13 section 3 of !be Federal Deposit lAsunmce Act) that includes, or will 

14 includ.e, one or more community development financial institutions as 

15 defined in section 3(.) of this Act; 

16 (2) demollS1nle that the applicant will. serve

17 (A) a targeted population; or 

18 (13) an atea which io

19 (i) an invesilnent amt; or 

20 (til located in an empowerment zone or an entelPrise 

21 co1llID1l!llty designated under the Economic Empowerment Act of 

22 1993.; 

23 (3) in the case of an applicant thai has previon.s1y received assistance 

24 under this Act,. demonstrate that the applicant

15 (A) has successfully carried oul its responsibilities UDder this Act; 
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1 (B) has become or is about to become an entity Iha! wilinot be 

2 dependent upoo assistallce from the Ftmd for conlillu.od viability; aDd 

3 (C) wiU expand its operations mto • new investment area, offer 

"" new services or will increase the volume of its current business; 

5 (4) in the case of a community development financial institution with 

6 existing openuionS, demoosttale a record of success of serv:illg investment 

7 areas or taril:e~ popolations; 
" 8 (5)", ';';clude a detailed and comprehensive SlnIlegic plan for the 

9 OTganb:ation that coamin:;. , 
10 (A) a business plan of at least five years that demonstrates the 

11 applicant is properly m.n"Oled and has the capacity to form and operate 

12 ,- a COIlII!JUlIiIy ,deve!oplIleIlt financial institution that is, or will become, , 

13 an entity that will not be dependent upon assisllUlce from the Ftmd for 

14 conlillned viability; 
, 

IS (B) a statement tba1 the applicant has, or will bave, in its charter 

16 or other governing documenls a primru'y comnlltIllent 10 community 

17 development; 

18 (C) an analysis ot the needs of the iDvestnlient area or targeted 

19 populations and • strategy for how the applicant will attempt 10 meet 

:z.o those needs; 

21 (D) a plan to coordinate use of assisllUlce from the Fund with 

22 existing Federal, govenllllem-sponsored enterprise, and state and local 

23 assistance programs, and private sector tmancial services; 

24 (l!), a statement th.a! the propostd activities of the appUcant are 

2S consistent with existing ecQnomic, community and housing development 
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I plans adopted by Or applicable to the investment area; 

2 (F) a description of how the applicant will affiliate, aetwOrI<, or , 

3 othetWise coordinate with a full nwge of community organizations and 

4 finsncial institutions which provide, or will provide, capital, credit, or 

5 secondary markets in order to assure that bankWi, economic develop

6 ment, investment, affordable honsing and other related services will be 
, 

7 availllbIe,within the !nveslment ...... or to targeted populations; and , 
8 . ,(OJ <ruth other information as the Board deelllS appropriale for 

;:. ' 

9 inclusion in the strategic plan; 

10 ,(6/demO!lStl'llte that the applicant will cany on its activities consistent 

II With the purposes of this Act within !he inves1ment area or with respect to • 

U. taIJeted population;, 

13 (1) include a detailed and specifiC stlltement of applicant's plans and 

14 likely souroes of funds to match the amount of assistance from the Fund wi!h 

15 funds from private sources in accordance wi!h the requirements of sectioo 7(d) 

16 of this Act; and 

17 (8) include such other information as the Board may require. 

18 (e) PRE·A!'PUCAnoN OL'TREACR l'ROORAM.-Tb .. Fund'shall provide for an 

19 outreach program to identify and provide information to potential applicants and to 

20 incmose!he capacitY of potential applicants to meet Ibe application and other 

21 requiremenrs of this Act. 

n SEC. 6. SELEC'llON OF INSTiTlJrIONS. 

23 (0) SELEcTION: CRrrEIUA.-The Board shall, in its discretion, select applica

24 tions that mod the requirements of section 5 and award assistance from the.Fund in 

25 lIOCOrdaoce will:! section 7 of this ACL In selecting applications, Il:!e Board shall 
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1 consider applications based on, but not limited to-

2 (I) the need of the applicant for assistance from the FIuld and the ability 

3 of the boldiDg'company or other affiliates of the applicant to provide funds in 

4 lieu of assistance from the Fund; 

5 (2) the likelihood of Stlee... of the applicant in forming and operating 

6 a COrnuruDlty developm",,! financial instito:tion that is, or will become, an entity 

7 tIw will not 'be QIlJpCIldeDt !!pOD assistance from the FIuld for contilmed 

S viability; ,';. 
" 9 (3) the· range 
.. , 

and comprehensiveness of the capital, credit, and 

10 development services to be provided by the applicant; 


1I, (4) the extent of the need, as measured by objective criteria of distress, 


12 ,- within the investme¢ areas or tareeted populations for the types of activities 


13 proposed by the applicant; 


14 (5) the likelihood that the proposed activities will benel'i1 a significant 


IS portion of the investmem areas or llIrgeted populations or, in !he case of a 


16 community development financial institution with existing operations, evidence 


17 of a record of suce..s in serviDg investment areas or targeted populations; 


18 (6) the ~nt to whicb the appUcant will concenti:atc its activities on 


19 serving low ""9 very low-income families; 


20 \T) the eyidence of the extent of a broad cross-sectiOll of support from 


21 the investmenl itreas or targeted populations; 

I 

22 (8) the e~rience and background of the proposed matlogement team;. 

23 (9) the amount of legally enforceable commitments aVllilable at the time 

24 of application to meet or exceed the Illatching requirements under section 7(d) 

25 and the strength of the plan for raising the balance of the match; 
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1 (10) in the case of applicants that bave previously received assistance 

Z pursuanI to tIrls Act, the extent to which they bave met or e:.ceoded !heir 

3 performance goals; 

4 (11) the extent (0 whicb the proposed activities will expand the employ-

S meDl base within the investment areas or the la.rgetrd populations; . 
6 (Il) the extent to which the applicant is, or will be, comm\lllity-owned 

, 
, . 

7 or comm\lllity-goveroed; 


8 (13),whe!her !he applicant is, or will become, .in insured eomm\lllity 


9 oevelopm,eru financial institution; 


10 . (14) whbther the applicant is, or will be located, in an empowermeot 

11 zone or an enterprise comm\lllity designated Mder the Economic Empower-

U·- mem Act of 1m; , 

13 (15) in the case of an uninsured, nondepository institution applicant, !he 

14 eXleD1 to which the institution has or will bave !he ability to leven.ge ilS 

15 resources throrigb affiliation with a secondary =ket, depository instirution or 
, ' 

16 otlIer financial intermediary in order to mnltiply !he amount of capital or credit 

17 availAble (or community developme.t; 

18 (16) in the case of an insured depository institution or credit \lilian 

19 applicant, wbe!her the institntion

20 (A) has or will bave a suhS!a1ltiaJ affiliation with an entity or 

21 oetworlc of e.tities that are eommumty development tinanci.al instilll

Z2 lions; and 

23 (B) has a comprehensive plan for providing meaningful financial 

Z4 asslS!a1lce to sucb an entity or network of entities; and 

2S (17} o!her factors deemed appropriale by the Board. 
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I (b) <1EOORAPIllC DIVERSITY.-In addition to !he above, in making its 

2 selectioDS,!he Board shall seek to fund a geographically diverse group of applicaDlS, 

3 which shall include applicants from nonmetropolitan and rural areas. 

4 
, 

(e) P1:lIUCATION REQUlREME'IT.-T'be Board shall publish regulatioDS with 

5 respcc! 10 iIs selection criteria nollaler !han 180 days afttr the date of enacttlltIl1 of 

Ii tills Act. 

7 SEC. 7. ASSISTANCE PROVIDED BY THE FUND. , 
8 (a) PUItPOSEOF 'AssrSTANCE.,. 
9 (I) The FWld shall work to promote an environment hospitable to .. 

10 buslt\e$$ formation, economic gH)W"Jl, community development, and affordab16 

11 hOnsin~ in distressed communities. The Fund shall coordinate its activities 

12,- with e:tisting Pede;al and other community and ecouomie development 

13 prognuns. 

14 (2) Assistal:lce may be provided to an el<ist!ng qwWfied community 

IS development financial institution to expand its activities to serve inveStment 

16 areas or targeted populations not Cllo-colly served by another qualified
, , 

17 com.tt!t11llry developmem fmancial institution receiving assistance UDder tills , 

18 ..,.,uon or l1:> expand Ihe volume of its activities consistent with the PlUPOses 

19 of tills Act, or to form a new entity to undenake activities consistlml withlhe 

20 PlUPOses of tills Act, or to assist an existing enlity to modify its Slnlcture or 

21 activities in order to undertake activities consistent with !he purposes of tills 

22 Al:t. 

23 (b) 'I'Yl>El; OF ASstsrANCE.

24 (1) IN GENERAL.-The Fund may prOvide financial wismnce to 

2S qualified community development financial insututiOllS through eqai!y 
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1 investments, loans, loan guanntees, deposits, and grants. The Fund may also 


2 provide tecbllical assistance, Ulclading training, to qualified community 


l developmen! financial instirutiOIlS, The allocatlOl1 of awards of assistance 


4 between Insured and uninsured community development financial institlltIOIlS 


S shall be in the discretion of the Board, provided that due coosideratiou shall 


6 be given to the allocation of funds to insured communiI)' development financial 


7 insdtntloru;, 
 , 
. '. 

8 (2) F1NANO<'.l. ASSlSTANCE.-The Fund shall strucrure financial assis, .. 
9 I.aDCe to .'·qna!ffied community devetopmen! financial institntlon in such a 

10 =er that it, does not own mote than 50 percent of the equity of such 

11 il!stItution and does nol control the Opera.tlOIlS of such instiJution. The Fund 

1.2 , will not be deemed to COlItrol such institution for the putpOses of applicable,
13 laws, With respect'to equity investments, the Fund shall hold only tIlws!'er

14 able, nonvoting investments. Such equity investments may provide fur 

IS eonvemoillty to voting stock upon transfer by the Fund. 

16 (3) DEPosrrs.-Notwilbstanding any other provision of law, deposils 

17 made Pllrnlallt to this section in qualified insured community development 

18 financi&l institu.tion.s shall not be subject to any requirement for collateml or 

19 security. 

20 (4) LlMrrAnoNS ON OBUOAnONS AND COMMl"I'MENTS.-Direc:t loan 
, 

21 obligations ma~ be inrurred and loan guaranr::e commitments may b. made 

2:2 only to iii. e~t that appropriatiollS of budget authority to cover tbeir costs, 


23 as defined in SectiOD 502 of the Congressional Budget Act of 1974, are made 


14 in advance. 


2S (oj AMOt.1-<'T OF ASSISTANCE.-The Fund may provide up to $5,000,000 of 
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1 assistance per year to, anyone qualified insured comm1lllity development financial 


Z institution. and up to $2,000,000 per y= to any other qualified community 


3 development financial institution. The Fund shall have the anthority to set minimwn 


4 amoUIllS of assi'<tl!llce per instirution, The Ptmd may not provide assistance to a 


S depository instirutiOD holding company (as defined in section 3(q) of the Federal 


6 Deposit Insurance Act) WJ.!ess the holding cODlpa!>Y and its subsidiaries collectively 

, 


7 meet the dellllitiOD ~f a community development financial institutiOD lIS defined in 


8 section 3{a) of this Act, 

9 (d) MATC!i:i~O"~UIRE.\lEl>'TS.-

10 (J l.AsslStance provided [() qualified insured community development 

11 financial institutions, other tha!> technical assistance Or grants for technical 

12 ,assistance, shall be matched by no less thJm ODe dollar of private equity or 

13 ,  private deposits for each dollar provided by the Pwld, The Board shall requite 

14 a match for ail'other assistance, the amount and form of which shall be in the 

15 discretion of the Board; provided t.ha!., the Board shall in no evelll require 

16 assistance provided in the form of technical assistance or grants for technical 

17 assis1llIlce w be matched. The Fund shall provide no assistance eXeqlt 

18 techlUcal assistance or grants for technical assistance until a qualified 

19 community dev.topmen! financial institution has secured legally enforceable 

20 commitments for the entire match requited. Assistance may be provided in 

21 one lump sum, or over a period of time, as determined by the Board. 
,

2Z (2) Assistance sbaJl be matched with funds from Sources other thJm the 

Z3 Federal Oov""'lJDeut, 

24 (e) TERMS AND CONDmONS,

Z5 (1) L .. GENEJ\AL,-The Ptmd shall provide assistance authorized under 
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1 this Act in sucb form and subject to sucb restrictions as are necessary to ensure 

2 thaI to the maximum extent practicable

3 (A) all a<si.staoce granted is used by the qualified commUllity 

<I development financial institution in a maDJlcr consistent with the 

S purposes of this Act; 

6 (B) qualified cotll.llllU!ity develop"""'! financilll institutions. 
7 receivlni assistance that are not otherwise re.r;ulated by the Federal ,. 
8 Government or by a State government ate financially and tnanagerially 

, ' 

9 $Ouild; 

10 /' (C) assistance results in a lie! increase, both nationally and in the 

11 local communities in which assistance is provided, in capital, credit, and 

12 development services; and 
.

13 (0) assiStance is provided in. maDllCf that encounges affiliations 

14 and partnershipS between insured depository institutions, secondary 

1.5 markm or other sources of credit or levenlp and local org1lJlizations 

16 dedicated to community development. 

17 (2) CONSCUATIO!'l WITH BA!'IKINO REGULATORS.-Prior 10 providing 

18 assistaoce to a qualified insured community development financial institution, 

19 the. Board shoUld consult with the appropriate Federal banking agency (as 

20 defined in 12 U.S.C. 1813(q) or, in the. cas. of an insured credit union, the 

21 Natiocal Credit Union Administration. 

22 (3) PERFoRMANCE OO.us.-The Board sball impose restrictions on the. 

23 use of assistaoce through a stoClc purchase agreement, share purchase 

24 sereement, or through a contract entered into in consideration for the provision 

2S of assistance. Such agreement or contract shall require institutions assisted 
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1 under Ibis Act to comply with perfOrtnlll)Ce goals. The performance goals shall 

1 be Mgoriatecl between the Board and each qllalifiecl community development 

3 financial institution reeeiviDi assistance based npon the strategic plan submitted 

4 pun;wmt 10 section 5(b)(5). The performance goals may be nmegoriatecl jointly 

S as =sary or appropriate, subject to subparav.oph (f) of Ibis secUOI1. 

6 Activity levels for insured community development financial institutions should 

7 be determined by the Board in consultation with the appropriate FecleraI 

8 bonDel ajeney (as defined in 12 U.S.C. 1813(q) Of with the National Cn:d.it 

9 Umon Ad.wiiJlSt>ation.
>' 

10 (4) REVIEW.-At least a:mually, the Board shall review the perfotmallCe 

11 of each 
/ 

assistec:1 qualified community development financial institution in 

11 cUryini out its stnllegic plan and performance goals. 

13.- (5) REl'ORTlNG.-Tbe Board shall require each qualified community, 
14 development financial institution receiving assistance to submit an annual 

15 ropon to the Fund on its actmties, its financial condition, its success in 

16 meeting performance goals, and its compliance with other requirements of Ibis 

17 Act. 

18 (f) SANCTlONS.-Dn the basis of the review conductec:1 pursuant to subsection 

19 (e)(4) and the ropon required by subparagraph (0)(5), the Baud my take appropriate 

20 action, inclnding revOcation of approval of the application, tenllinating or reducillg , 

21 future assistance, and requiring cbanges to the performance goals imposed pursuant 

22 to subsection (0)(3) or to the stralegic plan submitted pursuant to section 5(b)(S) of 

23 Ibis Act. In the case of an insured commullity development financial instillltiQD, the 

24 Boan! sha1l consult with the appropriate Federal banking agency or, in the case of 
, 

2S an insured credit uruon, the National Credit Union Administration, before imposing 

DRAFr PRINTED 11:35 am, June IS, 1993 



20 


1 sanctlOIlS pursuant to this par.graph. 

2 (g) A\JTBOlUTYTO SE:tL liQum INVES-rMENTS AND LoANS.-TheBoard shall 

3 bave the aulllonty at any time to seU its iIlvestments aJJd loans aJJd may. in its 

4 di:ocretioll. retaln the power to enforce litnitatiOllS on assistance entered into in 

S accordance with me requirements of this Act. 

6 (b) No AUTHORITY TO w.m- SUJ>ERVlSIONA.'ID REGuuTlON.-Nothingin this, 

7 Act shall affect any authority of the appropriate Federal banking agency (as defined 

8 in 12 U.S.C. 1813(q) or. in the =e of a credit union. the National Credit Union 
. '~ '~ 

9 Administtatiou~'to sUpervise and regulate an insured community deveJ0plIlent 

10 financial institulion. 

11 .SEC. 8, ENCOURAGEME!\'T OF PRIVATE ENTITIES. 

12' The Board may ca= 10 be iIlcorporated, or encourage the incorporiilion of, 

13 .-private non-profit an~ fOr'l'rofit entities that will complement the activities of the 

14 Fund ill carrying oUl the purposes of this Act. The purposes of any $lIch entities 

15 shall be limiled to investing in aJJd assisting community development financial 

16 institntions in a awmer similar to the activities of the Fnnd lUlder this Act. Aoy such 

17 eruil:ies shall be managed excltlSively by private individuals who are selected in 

18 acc:ordance with the laws of the jurisdiction of incorporation. 

19 SEC. 9. CLEAltINGBOUSE FUNcnON. 

20 The Fund shall estlIblisb and lIlaintaln an information cleari:o&house ill 

21 coordination with the Departments of Agcien!tw:e. Commerce, aJJd HOlISing and 

22 Urban Development, the Sinall Business AdministnJion, other Federal agencies, and , 

23 =muuity development financial instimtions

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

15 pertinent to community development finallcial institutions that will iw.i.t in 
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1 creating, developillg, expanding, and preserving these institutiO!l$; and 

2 (2) to cause to be established a service center for comprebensive 

3 Information on financial, technical. and management assistllnce. case studies 

4 of the activities of community development financial institutiollS, re£UlatiollS. 

5 and 01heT information that may promote Ibe purpose of this Act. 

6 SEC. 10. RECORDKEEPlNG, REPORTS, AND AUDITS. 

7 (a) REcoru>KEEPrNG.

8 (1) A'~ified community developmeQl financial institution receiving 

9 ass.i$taIlce ,from 'the Fund,. shall keep such records as may be reasonably 

10 necessary to'disclose the disposition of any assistllnce ander this Act 2nd to 
/ 

11 ensure compliance with the requir:ements of this Act. 

12 (2) The Fand sluill bave access, for the purpose of detllnlUning 

13 .- compliance with ~ Act, to any books, documents, papers, and records of a 

14 qnalified comllDmity development financial institution m:eiving assistance from 

15 the Fnnd thal a.-e pertinent to assistance received under this Act 

16 (b) REPORTS.

17 (1) ANNUAL REPORT.-The Fond sluill conduct an annual.valuation of 

18 Ib.e activities carried out pUC5W\Jlt to this Act and shall submit a report of its 

19 findings to the President within 12() days of the end of each fiscal year of Ibe 

20 Fond. The report shall include financial statements audited in accordance with 

21 section 10(.) of this Act. 

'22 (2) lNSn1VnONAL VOICE FOR COMMUNlT\' DEVELOPMENT., 

23 (A) The Board shall conduct, or cause to be conducted, an 

24 ongoing study to identify and evaluate the most effective and financially 

l5 !IOUtl(j policies and practices for assuring investment in distressed 
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1 ""l1lJll~ties, including small business and ""l1lJllerciallendin&, busi:Qess 

2 formation and expans,on, COlllmunity and economic developm.ellt,, 
3 . commercial real eStilte aJld multi-family housing, and home mortp&e$. 

4 In addition, the Board may study, or cause 10 be studied, telated 

5 matters, such as identification of sources of and access to capital and 

6 loans for c()lIlI!l1lIl.ity investment; development of secondary markets for 

7 economic and community development, small business and commercial
! . 

8 loans" "!l" home mortgage loans and investments; methods to involve all 
, 

9 segments of the financial services industry in community development; 
, , '"

10 and'ili.e role of cotnmunity investment in aJl)' financial services reform. 

11 /' (B) CONSULTA nON. -In the conduct of the study, the Board shall 

12 coosult, 'or cause consultation with, the Office of the Comptroller of the 
, 

13 Currency, the Federal Deposit Insurance Corporation, the Board of 
,. 

14 Govern~rs o(the Federal Reserve System, the Federal Housing F'tnaIlce 
, 

IS BOard, tile Farm Credit Administration, the Office of Thrift Supervision 

16 and the National Credit Union Administration and such representatives 

17 of agencies or other persollS as the Board may determine. 
',, 

18 (C) REl'ORTS.-Within nine months after the dete of enactment of 

19 this Act,: tile Board shall report to the President its in.i!ial findings and 

20 recommendations re&a.rding the matters set forth in subparagraph (A). 

21 ThertalU!r, the Board shall report its findings and recommendations to 

22 tile President with tho annual report required by paragnph (b)(l). 

23 (3) 1.NVES'rMarr, GOVERNANCIii /'.NO ROLE OF Fl.1ND.--Ilix yoars 

24 following the dete of enactment of this Act, the Board, in accordance with the 

2!! procedures descn'bed in paragraphs O)(A) and (B), shall conduct a stndy 
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1 evalnating We structure, governance, and perfoI"lIlallCe of the Fund. The study 

Z sh.allbe submitted to the President. Snch study sh.all include an evaluation of 
. 

3 the overall performance of the Fund in meeting the purposes of this Act and 

4 any rocommendatiollS of the Board for restrucruring the Board, altering 

S procedures under which the Fund is l:;ovemed, the future role of the Fund in 

6 addressing community development. and the abilily of the Fund to l>eeome a 

7 priv.te, self-snStainlng entity capable of fillfiUing the purposes of tills Act. 

8 SEC. 11. INVPSI'MENI' OF RECEIPTS AND PROCEEDS. 

9 Any dividends' On equity investmentS, interest OD depositS, or proceeds from .. 
10 !be disposition of investmentS that are received by the Fund as a result of assistance 

/ 

11 provided punuant to sl!Clion 7 sball be deposited and accredited to an account of the 

12 .Pa:ad eSt.blisbed to carry Qat the ,"thOriu:d purposes of this Act. Upon request of 

13 .•the Chief Executive Officer, the Secretary of the Treasury shall invest amounts , 

14 deposited in sucb account in public debt securities with mallIrities suitable to the 

IS needs aflbe Fund, as determined by the Chief Executive Officer and bearin& inlereSt 

16 at rates determined by the Secretary of the Treasury. laking into consideration Current 

17 market yields on onlstanding marketable obUg.tiollS of the United S_ of 

18 comparable maturities: Alnmmts deposited into the account and interest C81'!led 00 

19 such aJnOUllts pursuant to this section shall be available to the Fund until expended. 

20 (c) ExAMINATION AlID AUDIT.-Tbe Gene:ral Accounting Office shall eXAmine, 

21 and andit the Fund annually. A report regardln,i: the ••amination and andil sh.all be 

22 _tly forwarded by the General Acconntin& Office to the President and the 

23 Congress. 

Z4 SEC. 12. AUJ1K)RIZATION OF APPROPRIATIONS. 

25 There are authorized to be appropriaUld to the Fund. to remain available until 
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1 ~,$60,OOO,OOO for fiscal year 1994, $104,000,000 for fiseaI year 1995, 

2 SI07,OOO,OOO for fiscal year 1996, and $111,000,000 for fiseaI year 1997 to car:ry 

3 out the pUrposes of the Act. 

4 SEC. U. TECHNICAL AND CONFORMING AMENDMENTS FOR SAVINGS 

~ ASSOCIATION COMMUNlTY DEVELOPMENT INVESTMENT AUTHOR!

6 TV. 

7 (a) Section S(c) of the Home Owners' Loan Acl (12 U.S.C. § 1464(c» is , 
8 amended by adding at the end of paragraph (4) the foDowing new subparagraph: 

9 '(E) . CO~lDllnjty Development hivestm:nts. Investments designed 
.t, ' 

10 primarily'to promote the public weJl'are. subject to the same lirnitaPOllS 

II imposed 6n national banks and. 'state member banks under section 6 of the 

12 Peposltory Institutions Disaster Relief Act of 1992. The Office shall adopt 

13 . regulations implementing the subparagrapb thet are no less sttingeru than the 

14 tegulalions adopted. by the Office of Comptroller of the Currency pu!SWIIlt to 

IS section 6(a) of the Depository lnstillltions Disaster Relief Act of 1992.'. 

16 (b) SectioI)8E(a)(2) afthe Inspector General Act of 1978 (5 U.S.C. app. 3 § 

17 
, 

&E(a)(2») is am""ded ?y inserting "the Community Banking and Credit Fund,' 

18 immediately follOwing ~tbe Commodity Futures Trading Commission,". 
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The Act. MY be. cited as the -co:a:u:a.1ty DiiwGlopmant Financial 
tnstitutioDB Act o~ 19~3·. , 


. '. 


aec1:i_ 2. ,.li'b41llq. _ Puzpo•• 


Jlany o(':the":~4tioDI$ \.IIban areas, 4Url\1 IlJ:'Q.Ui 8..DC1 :trt.d.ian 
~tiona face er1tl.cal .ocia.l and ec.o'COlIlic p:t:'Oblems~ 'l'h. 
rwstoration and. lIU1:inte.na.nce or the econ01U.u ot tl:uue c:.o:::a:tr:rN.ties 
vUl requir..· coorCti.tlated rtntec;ies to promote long-te.r:\l .collCllic 
end ..ociel viabUity. In lIZlny U%ban and rural """""I);tiu, l""~ 

. and .1IlOd.rate-i.nc.oM lloighl>orboods, ADd on l:l::t.4ian Raee:.t"Vlltlon., 

thare 1. • lIhortaq" of capital end criclit tor buain""" aIId 

Itffotdabl. hOWl1nq. Ac<:uass to capital end credit is ""s""ti..l to 


.- enable indivic!wIJ.s end coa:raunitiea to bOOOlI<! Hl.f-..uftici....t. 
Camaun.ity develop"""" financial. i.ustitutloDJI, _ as iii.....,.. 
entarpris. loa.n t't:md.a, cc:n:mun.ity deval~ credit uniotW, 
CCQIIlIW'1ity c!l4II"t1elopmant corpontiollB and Q,w@l!uH:y davelopm.e.nt 

-' batllta lutvo proven tbeir ol>Ulty to identify a.tlcI .-.....po"" to 

com:manity n..a.. tor capitaJ., cr~t and d.evelop:M11t fuu:vices in 

the a1:lIIlti:'lCe of, or AS " Q01:IPlament to, larvio.cs: prov14ad by

traditional 1-... . 

, 
1:h. purpose 'ot. the: Act 1B to cruu a. Community t:>eIV'e.lOpatilt 

IIanl<iJlq and er..cIit li'lmd that "ill sapport It proqnA ot inv"""",,,,,t 
in tIlld ...a1&tanea to a Mt1on.;U network o~ COJ:ImUll.ity develop.nt 
financial. iDJOtitutio.... , . 

hC1:iOIil •• P-fill1Uou; 

'The Act c:ont4..1n.s detin.1Uona or tal::Ila, 1.rtcl'w11.nq a 

definition <:>t '~ty develop.....t financial iostitutiOll." A 

_mity developlOQl:lt financial iostitution inclU/!u ''''If bIullI:, 

IN'Ving•••aoc:lat.ion, credit union, JdcrO""'6Dterpriaa loan fund. 

COImra.n1 ty d.evelop1leDt corpontion, oa-wunity deVelOPlMllt 

revolvloq 1.,..., :!uDd AM any otber o~.tion thAt (1) has "" 

ita prlaary aiaaion the provision of capital, ered.it. or 

cS.avelO'pM.llt. MrViCQ.CI in inve$'ble.nt. &rN.$ or to populations that 

..... low-in".,.. or d.l.aadvallUoge4 UId ~ by uimtinq 

til\a.ncia1 instituticros" and (Ii) encoaraqQS, throU9h . 

npruantation on its: gO'Varning boar4 ot:' othezvi,Q.Q" the input of 

residents in t.be 1.nvastmcmt Area or the ta..rqetad popUlation. Tha 
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te..:r1D .. inV..taal:2t arM" me.a.n.s a..l Ide.n1:i£iabl. cQJQ;lNn.ity that 
mee:u c:r1teria of distraeu: aa 4crte.rained by the: l"uDd • 

••ot.ioa ".. 	 Bstablistl.lIumt of" Jta:UOl'1&1 J'a.:D.4 1!or ComIIn1A:ity 
n.v.!opaeat Bank1 D9 

Thia .~ion provides f~r tha establishment of a body 
corporate 1m""" as tho C~ty l!aDldllq """- criOdit. 1'w14 (th.. 
-!'Und-). The: FuDd ,will be ~"9"ed by ... nine-wmber Board of 
/)irecto.... (the -llout\-j. 'rh.. secrotary of .i;1rlC!Ultllz:e, tho 
Secr.t.a..ry ot C~, the: s.er.tary at BoWliAg a:04 13rb4D 
txrvalopae.ntr th. SACrOt.a.ry Of t:be ~ an4 th* 'dmfni.trator 
of the SlIall Bus!.nass: AdminilJ't;;ntion (or their dC$i<Jllee.s) will 
ae.rvc u ~ ·()f the s.oa.ra~ The remaining tour me:mbera vill 
l><I privata dttiz""", appoinUd by tho President """- cont:Lrmed by 
the. Sanate. 'fhose :!.ndividuals ElSt c:ollectivaly repreSQllt 
"""""",lty 9=Ups, hAVe ........-use in the activitio.e and operat.ion" 
of depository i.nlrtitut10ns, and "ve upertise in ,,,,mmunity 
dev.loptDW1t and lBJ'ld.1.J:i<'l. 'l."he appointed aembQ:rQ. vU.l ••rve for a 

.' 	 t.erm of tOtlZ yaars, except t:.:t:Iat the initial ~ of two of' th. 
appointed ..~wll~ be fivo years. !!!be _il1....t will appoint 
III ~ trom ....onq t.he appointoct ZIEIIt.ra a.nd: .. vioa

.- CbA.irpe.rsoa fi'oa ur.o.ng tha aaml>era of' the Board... Both the 
Cbal.rper1ooD an4 the vie6-C:b~ 1Iill .......... in those ofn""" 
tor ~ ot two \years .. 

~ ...y..--no :ot' the ~ that ar. otherv1s.e urploye.. of the 
onit.acl Stat.. will raceive no .ad.4it!onal ~tion tor B~ice 
"" tbe 1lOal:d, but will be relJobllr"6e<1 by' the 1'w14 tor trav.l, pm
di.... a.o6 other nGce.uary ~.... inc:u:rred in the ~o""",,,,, of 
their dutie.. The appointed mabera will be _ated at " 
rate 11q111valant to tho /!aily rate tor a pcaition unIler LeveJ. IV 
of the becutiva Schedule. 'l!he. appointed ~ way also b4t. 
r~fId !or travel, pet' 4i_, and. otha%' uec••-...:ry e~pen"'lB~ 

'I'h<o ao..rII is required to hOld ""';tingJo at l ......t quarterly. 
_ ...U.nq" of the IlOal:d lillY boo bel.11 on the call Qt the 
ChUrper.,on or at the request of at least t.:o.r.a Board =ambers. A 
a.ajority o~ the JaAl!!Ibers: of the ~ in oUice v:Ul conatitute a 
qw>....... 

~ Boa.Td. :must appoint It Cb.ier EXecutive ott1c:ar, a ~.,. 
Fi.n.ancial OtUcei ani! an Inspector General. _ c:bJ..t 'E:<ectltiv. 
Officer will be responsible for the aanage%lllllZlt of the P\md and 
wah ather ciuti.. .as the 8oe.rd deeu. appropriate.. 'l'bAt Bo4rd JlAy 
tu the ~tion ot th. Chief ~ecutiv. ottiC4U:'"t the Chief 
Financial O~ticer, alld up to _ other ort1cars of tbe l'Ilnd 
without reagard to the statutory 90vermaent pay ttc::hadul." except 
that the co.peo.at1on tor the Chief ~ive O~fioer mar not 
e:x:c..d t.he rate of pay tor a position under Llrvel I of the 
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EXecutive Sched\1le iUld tho rata of pay tor tha tour rema!ninq 
Officers may not exceed the rata tot' a position under LB."Ital IV of 
tha Ex.ecutlvQ Schedule. ill ot!lft,:' QlPloyeea of tbe !'un4 will be
COlrIPe.naated. as Ulploy.... ot the Dnited Bta:ta8.. 

, 
SllK:tiOD " _enuaerat•• tho genera.! po¥er1I o~ the JI\J.nCl, vtUch 

includa the powar to sue. and be sued in its carporata name and to 
ent.r into and: }:)erlo:r:m Cl.9T"'cmts, includ.ing thOM ,,~at.ed. to 
a.dllUnlstrative u:pe.nses of the Pund~ The Pund is 4lco authorized 
to utilize the services ot penO'W'lel of a.ny othe.r e.genq en .. 
~le. or non-rei:llbt.trs.a.ble basis nth that Aqancy'. 
consent. 

Tbo !"uDd vill ~ a ¥holly-(:)l,fflec1 GoVGrlmant corporation and 
v1l1 1><0 ""eatad /ffl an agency of tha United States Wll... prortcSad 
oth""",i... by ,the;~. 

~,.' 

Moot1oa $.. &pplloat.i.orLa :e'or .....i.u.:ao. 
.' 

'l't:i..i.a aoct1oil requirea the Board to pUblUh t'egUlatioJ1A 
. ~p~uru B?d tor:as for applicationa tor usisrt.a..n.c& 

f""" the 1und not latar tha.n 180 days attar __t of the Act. 
Il:I ordar to 1><0 1Il1qible as a threshold ....tt.... to apply for 

,_ .... iata.nce trOll tbe Fund, an e.ppllca.nt must: ei} dao.nstnta to 
tba satiatat:!t.ion of 'the Board that the applicant 1s, or Yill ", 
a CCJiW'iH'ifty development tillllJncial institution or is a dApoaitot'Y 
institution boldinq company that includu or vill include a 
=-=ity daveloplRo.nt tiDancial institution, (Ul "emo...trate 
that the a""11"",,,t vill serve what 1. d<Lf!ned. in the Act ... a 
t.a.rgetAd popa.lation or an 1:tvwtaant a.raa... or that ~ uu to be 
N%'Vod ia located in a.n ~t :tOM or an ente.Z'pri_ 
=-unity c1esi..""ted UDCIo.r the EconOloic ~t Mt of 1.993, 
(iiil "''''''''llJItnt., tf the applicant prev1QWOly boa ra.c,,'1ved 
u.ll1ta.nce. fro-. the !"'tu\d, that the applicaDt ba.til been IlU.CCeMf'Q) 
in earryinq out the purposes of the Act. that t:h6 applicant 1..&, 
or u Uloout to ~., an entity that is not depe.:Ddent. upon
uaista.nce tt:QIl the Fund for continued viability I a.n4 ~t tha 
opplicant vUl e:xpAn<i it<> ..rvieea, (iv) de.aon&t::t'ate, i.t the 
applioant i ... comnmity dncloptlQl1t. finencial institution vith. 
axi.t.t.nq operation:; f a record of suo~. in eervinq inv~t 
ar.A& or ~.t.4 populations; (v) 1nc:luda with its appli.ca.tJ.on .. 
"""iP.-..hensi_ strategic plan which """talJ>JI ~ elemants 
thot will -.rtrote the ,"<,pH"""t's -.itaant to se.rvinq
_Wl1ty .s-:!o_t ,,_ and to _109' a eommmity 
"we.lopae.at tim=ial institution thaI: vill not I>« d"pen4ent; upon 
....ista.nCIII froa tile f'wl4 tor continned viability1 ('Oil include 
with its application a .tatement of ~ Applicant'. 1ikely source 
ot prIvate t"unds to meet any _t.eh.iJ::lq requi:caae.nt undar a.:ction 
7 Cd) or tho Act, and. (vii) includa with ita application any other 
int'Qraatlcn r~ed by the Bo4.rcl. 
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1!hie section U80 requ.1ru the PUD4 to conduct a pr. 

application out".a= prcqraa that will 1d4nt.Uy an4 provide 

i.Qfo.r.aa:~on to potential appli(2Zlts and vlU .iQcreaaa ttle 

capacity 'o~ pot..entiU applicants to 'JMt,Qt 'the app1ic:at.i<m and 

other ~u-ants of tile Act. 


8~gJl... &el.ectiOll o1! :x:uti.tut1.ona 

This section rtqu.i.res ttle: Bo4rd.~ in i~ cUscr.tion, to 
M.lect applications G"Uhaitted .-... ....,uon 5 and to award 
aaailrt.a..oee tram th. P\m4. In uk1"'1 it. IMl.ectJ.ODa, th& Board is 
%"flqUi:r:ed to evaluatl'l dpplicaUoDS bIitsed em 16 &elootion critu:rla~ 
The 16 selection eritaria are d_iqned to .....""" that al>plicanu
vitb t:Ae aoat pr'am1cQ Cor fulfiUiAg the purpo..... of the Act are 
avardad ""..ietance. The criteria requ1re tha _ to oon.a1d..,. 
a:aonq other t.hin~6, the need of the appliCAllt for u$list:anc:::. from 
the l!'und and,,'tIw a.l:>Uity of tho holdi.nI;J c_y or ILffUiat"" of 
the app1iea.nt to pl:i1Vide tuDds in 11.13. o~ aaaiat.an.ce from the 
}'Und. In addition to the selecti()1'\ criteria~ the Doe.r4 t. 
p.o.raitt.e4 tcf' co~id.t' any other factors it Ue.:m.. appropriate wen 
...-..lu.atin9 appl1catio,,",• 

•. 
The _ is require to pUl>lisi> re<;JUl.atio"" ~ the 

..lection =iteria Dot later than 180 days after .",._t of the 
._ ~. 1 

..cUe:.. 7. .....1ataDoe ftOY:f. ...... 111 the _ 

This ....,uo" pendts tbA FW>d to provide tiJ1.aneial 
usi.tanee to quali!led 00_ty lI....el op..e.nt financial 
institutlollS in tho tOB of equity tnveJJt:aa.ctc, loa.na, loan 
~t868t 4eponits and 9nu\t.~ 'I"t1e J'Und mar altJO provia 
t.chnical ua.ista..nc:.e, includ.l.nq t:raining, to qua) 1fied C(DIIWtin.1ty 
dErvelopaant ti.n.a.ncial institutions. '1'be allClOation of a.var4s 
l>et:w..- l.nsur1od and utililaurec! e....>lnlity d ....el_t financial 
in.Utution.o 18 in the cU$=eU"" of the _. provldad that d..... 
cons.id..ntion i. given to t.:he: allooatio.o. of :runda for tbe 
e.sta.bliehMnt of 1ncurod comnmity u.V.10pae.nt th1ancl&l 
ins:tibJtiocw. ' 

'rh1a """,,1011 also requiru eqa.1ty 1nveotlumta beld. by the 
J"Und to be iJ:l the fOB of' t.l::'anaI;farable, n.onvot:iJ:ag lDVut::=ata. 
Such equity inv_ts may p=vide far ccmvertihlity to voting 
.tocl< "PO" cIiJIpo8ition of the inb>l:....t by the FUnd. '1'I1e rund ia 
cUnocte4 to IItructur.. its investu.ntAI in 5UCh a """""" that it 
will not own .or_ t:b..a.n 50 pareent o~ the equity of u institution 
and will not COI'ltrol the operationa o:! th. 1.:l:wtitutioa.. me runeS 
vill be 4 • ...., :not. to cont..rol u.y in.-t1tution J:'OOQiving :t1Da.ncla.l 
....1.t.a.nce ror purpo844 ot applieabl. laws. 

The P'Und Day provide up to $5 lItillion o~ as&UtAnce ~ l"&a.r 
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to any on. qualitie<l insllrad ~ty d....elopaellt tinonc:J.al 
instit\lUon and Ul> to $2 lOillioD per year to ally othar '!UallUed 
co'll:llllW::l:lty dev.lopaeJ"lt fina.ncial J.nj:titutJon. 'l'h..itt a&etJm!, &1*0 
pt"Qbib1t.s th. Boa.t'd from provid.int;J assillrt:.anc. to a de.pocitory 
i.n.st!tution QoliUng comp.tlly unles. tha holding ~y an4 ita 
aftiliet.. coll*etively »eet the definition of a community 
c!.«v.ol"P"ent financial in&titl<tion as dafined in section 3 of th<i 
.a.ct: • 

'I:h.!.Is aectJon r.quir.... all qualified insured ,,_ity 
4ev.loP'lMllt tinanc:ial iru:titutlona r.ea!vi.nq aaaist.e.nC'. to u.tc:Ja 
tbe usirrtanee 1fith at 1...t ona dollar ~OII private sources tor 
aac.ll dollor provided by the l"tmd. except that "" insu.rad 
c:ouunity devolo_t. fin"""lal institution wUl nat be ..~ 
to utch t.chnical. Assieta.nc:.e provide4 by the Pun4 or c;ranta for 
toeb:nica.l aAi.tan~. • utCb will be re:qW..red fer &11 typu: of 
"".ieta.nce proYi_ to othtlJ:' COIIIlIIU!lity davelopiMllt f~lU 
iutituUo"". """ the ...",unt and fo.... of the ....tch will be in tha 
41SCJ:.tion of tba Board. ~ Board, howftVar, war DOt require 
that t.~ip.81 u...l.t..Iu:set or 'iiJX'Wlu r-or Ucl':ttdc4l ue:ilrtanoa to 
""""unity davelop1Wlt financIal. inatltuUo"" be ,..,tched. '1'he 
Ii"un<I uy not provide any ....u.tanoo """"'Pt ta<::!m1eal aaairtaru>e 
""til l."..uly ""foreaable __ts for the ."tire nquirec!. 
aatell have ~ ....cured. 

,  22>e hnd 1.. required to prari"e .... iIItaJlce in INCh Eo"", ",,/I 
_ject to _ rutrlct.ions that wUl US1lra. """''''l other 
thil>t;J1o. that .....i.tan".. fJ:<a the PW>c! ito uaod in .. lI<INlar 
<><>Nlistant with the __ ot tha .a.ct: an4 thiiot institution.. not 
federally r~atad ara financially""" _guially .uble. 
Before provlctinq ucista.oca to lUI iluNred OOImonity d."aloPllent 
financial institution, thQ Board ... diroctod to _~t vith the 
appropriate J'adAral nogulator. The Board i.e requ.in>d to ilIpo.... 
ZlA!I9oUatod partOl"lU:l..%lCe vcals 01'1 qual.iliod (!.QJIW\)l).$t:y dayelopmant
f1nancia.l i.n.stitutions .....,..iviDq U&istIuIce _ OIl _ 

atnt"llic plan .w..ittAd in the institutioa'. application.
Il1StibltioM reeeivi.ncJ aasiHt&nca are roqu1re4 to Ab~jt an 
unWl.l "eport to the l'W:ld a:DCI th.. PW>c! 1. required to ravi..w tha 
perfor:u.nc:e of the instit:u:tiou. tsaFArl on the r-roev, tb.a BOard 
aay apply appropriate MnCtions ago.i.n.st "" inatitutioa reee.ivinq 
aasist.a..nce, 1ncludi.ng revoc:.etion of approva1 of til. appl ica.tion, 
tarai.nation or reduCtion of tutu.t'e ...!.stance or c:b.angin9 
perfOraAl)CA -g'oaJs or alCUHnbi: of the in.-tittlt.ion'a. 8"t:rata;ic 
pbn. 

'.!'hi. MCtion al..o peralta th" Doa1'd to Mll ita iDvaa-ta 
at any tiM and penita thO' Board to retain the poYer to continue 
to en!orc::e ""Y lia1taUo,,", placed on tha .....ic""-., 
~ a.ection al.so "lulli... that tba Act _ not &tfect tha 

IWthority of ""y Fode.ral boJ:Ildag ""'!;Ulator to su.poJ.'ViH and 
retJ1>l.te "" insured ~ty deVel~t finallc1al insUtution. 
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aoatJ,q 8. bcouragcaaat of: nivat.. bUt1_ 

The -Boa.rd lacy cause to be 1ncorporated, or tnQOuraqQ 
incorporation of, privata, non-profit and tar-profit corpcratio~ 
tbb.t. will c:c:r.plement the activit1u of the F'UD4 i.n c.arry1.nq out 
tlw ;purpo.Q8 of" the Act. '1't1a pu,t'pOaas o:f 'tbe privato &Iltitioa 
viII be llaitGd to :h''I1uting in a.Ild 8Hirtinq cOl!JJlnn1ty 
dAlv.uopunt tinanetal ilIstituti"".. 

'~io" t. el~h_ """ct.i.... 

Th. l'Im4 is r~ed by t:l>.1s ..et!"" to establtsb an4 

""intain an LnfQraaticm cl<>uin<;Ih_ that vUl "".t.t in 

creatinq. d.veloping And ~ COlIIIIIlllit)' deve.lo.,...,.,t 

financial 1natitntlo"'" 


1.0. 	 ~r1D..q~, "porta, aDd .l.U4:li;a 

/ I 


'IhU S<OCtion requirea qualified COlIIIIIlllit)' dAlveloJ1lll""t 

!!.n.a.ncial insUtUtioos receiV'inq assi.stanc.a 1:.0 maint..a.i.n all 


, noor<la """""OUY tor ""-"Urinq """"PH"""" vith the Act. 'I:1uo l'und 
vill have .""""" to all 1>001<$ an4 """"rdAl of _ inrtitutlona 
for the purpo_Of dete.rlaininq """"11>"",, vith the Act. 

,-	 • 
'lb. FUM 1& required to _t a report """"lilly to t:ha 

PruidAlot <MIluatinq the .ctiviti... of t.ba J'wI4. 'I:1uo raport !a 
to l>e INba.ittod not later than Uo 4b.Yf: after the &D4 ot the 
fiscal yur ot the l"Wl4. In addition. the !IO<Lrd La requ.irad to 
conduet l or causa to P. c:01)duct.a4, an 'ongoiDq study of th. most 
eUective and financiaUy _ policies tor =-mit)' , 
cI.....lop.ent an4 the role ot eolllllllUl!t)' d .... elo_t in e:rt'J . 
ti.o.a.ne1al s.erviCQS "afoa. In t.b,e OO'.Qduc:t of tll.a ongolnq stud.y f 

tha ~ i. rM,{U.ired to consult, or cause 00llfNl.tatiQll, vlt:ll th_ 
p~ l>anl<i.!"iJ rogulators and other ag4lllC1..... An initial ".port 
on the ongoiJoiJ atady 1lUSt: be _tted to the Predd...,t within 
nine -.onth.o of: the datA of ......cb>aIIt of the Act. . 

Th.1s MCtion; &.lao requ.irtS th. Board to oooduct an 
a4di tiOllal _y ~t.. f:roa tha annual "",port an4 tIlo ongoing' 
GtuCly aix years attar enacboe.Dt of the .a.::t:. 'rIlis study vUl 
ava.lUAte the atntcturt;!. 9cvarnane.e and performance of tha 1"Und 
and vill conta1n the Board IS r~tiOQS for c.t\a.:nqas in the 
operatio;u of the I P'u.l:1d.. 

'1'ba lUnd will be aw:\1t"'" annually by tile ""era). Al:>countinq 
Oft!"". 'l'ha reaults of the .udit: ..l.lJ. t.. forwarded to tIIa 
P'r••idellt an4 to CoDll!l'l:'SS$. 
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a.c::tiOll 11. XDveatlumt Ot" a.cd.pta ant ~ 

1!hl. &eCti';' provides that divid_ on equity inv",,1:DQnta, 
inter••t. Oil deposita,. and proceeds b:oIl the disposltion of 
inv..'br..nt$ pu.rsu.a.tlt to s.ct.ion 7 vUl be ~.itoQ in an account 
••tab11a..b.tt4 to ~ out. the atrtllorued purposes of tha Act. 
Upon requ...t of the Chief _tin Ofticu of the Fund, the 
tundJI in the ..""ount will be inv_ in p1.lblic debt 8eeurlti.~ 
that bear in_t at .. rate determined I>y the seerotaty ot th_ 
'l"rN.&ury. ft_ account will ba available for '\l.se by the Fund in 
carrying out the _ ...... of the Act antJ.1 the _ an 
~tod. 

aeoticm 1.2. a.utlWrt••:tio'A o~ ~ftlPri.at1ou 

~. section authori~es Appropriation. to ~ PQu4 ot $60 
aillioD in fi~ ~aar 199', $104 aillian for fiocal year 1995, 
$107 aillion;,for fiocal yux 1996. II.nd $111 ,.Uilol\ for Uaca1 
yaar 1\197. 

-.ct1OD 13.. I l'ecbJ.ea.l u4 COJl.f'O"" DO kuaanu ..or savi..&uzs 
a..ooi"tc!oll CQMmo~ty DeY&1o_t I:I>:9.._t 
_rity 

, 
'!'b..:La -..ct1on a-eDCIc the £ome OWners' Loe.n .act to con.fora the 

ooanmity devalopaQIlt il'lvest:zl:liAnt a.uthority of' Gavi.ngs 
...-oc::1ationa to tllat ot national banks &J3d state banD uad.r 
_ion 6 or the D<Ipoaitory :rn..tituti"",. Oisast.ar a.1iot Act ot 
1991. '!'be .,.and::ment wuld a:athorl.ze. aavinq'IJ u&ociationa to . 
iZlvest in any of the private an:porations to%'lalM1 in cotljwu:::tion 
with the Pun<! and in other COIIlIIWlity dtrvelopawtIlt FOj-cta to the 
"""'. extant ... paraias1l>le tor IIIIt10nu be..... and stat. 1:>a.nk&., 
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