
Principles or Administration's' Commdmty Development 

Financial Institutiom Proposal 


Creation or Fund/Governance. A Flind will be created to provide assistance to community development 
financial institutions (CDFIs). A corPorate board of directors of the Fund will establish policy and will 
include the Secretaries of HUD, TreaSury, Commerce, Agriculture, and the Administrator of the Small 
Business Administration and individuals appointed by the President who collectively represent community 
groups and have expertise in community development lending and commercial banking. A CEO 
appointed by the board will manage the Fund. 

Fund A Full Range or CDFls. All types of existing and new CDFIs will be eligible for assistance, e.g~, 
community development banks, community development credit unions, revolving loan funds, micro-loan 
funds, minority-owned banks, and community development corporations. No set aside of funds is allotted 
for anyone type of CDFI. . 

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 CDFls must present 
a strategic plan in their application wh,ich clearly states how they will meet the economic and community 
development needs of their targeted communities. 

Require A Non-Federal Match. A ~inimum match for investment in insured depository CDFIs will 
be required. For. investment in other CDFls, a match will be required but the amount is left to the 
discretion of the Fund. Technical ass'istance 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 Representation. A criterion for receiving assistance from the Fund is the . extent 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. . 

Promotion or Selr·Sustaining Institutiom. A criterion for receiving assistance from the Fund is the 
likelihood of the institution becoming :self-sustaining. 

Limits on Assistance. Separate limits are placed on the amount of assistance that each insured CDFI 
or other type of CDFI may receivefr~m the Fund. . 

Private Funds .. The Fund will be au~orized to incorporate private entities that can receive contributions 
and investments from the private sector to support CDFls. All private funds will be entirely off the 
Federal budget. 

Sarety and Soundness. All insured depository CDFIs are subject to the laws and regulations set forth 
. by Congress and the banking regulators. No separate system of regulation or banking will be created. 

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


To facilitate the establishment of community development financial institutions. 

1 Be it enacted by the Senate and House ofRepresentatives of the United States 

2 of 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. FINDINGS AND PURPOSE. 

7 (a) FlNDINGS.-The Congress finds that- < 

8 (1) many of the Nation's urban aJ;1d rural communities and Indian 

9 reservations face critical'social and economic problems arising in part from the 

10 lack of economic growth, people living in poverty, and the lack of employment 

11 and other opportunities; 

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

13 ties will require coordinated development strategies, intensive supportive 

14 services, and increased ~ccess to capital and credit for development activities, 

15 including investment in :businesses, 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 business and affordable housing; 
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(4) access to capital and credit is -essential to unleash the untapped 

entrepreneurial energy of America's poorest communities and to empower 

individuals and commUllities to become self-sufficient; and_ 

(5) community development fmancial institutions 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. 

(b) PURPOSE.-The purpose of this Act is to create a Community Development 

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

and assistance to community development fman~ial institutions. The Community 

Development Banking and Financial Institutions Fund will provide financial and 

technical assistance, inchiding training, to community development financial 

institutions, serve as a national information clearinghouse, and be an institutional 

voice for community development. The comVlunity developmentfmancial institutions 

that the COTnmunity Development Banking and Financial Institutions Fund supports 

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

-	 populations, and will promote economic revitalization and community development. 

SEC. 3. DEFIl\TJTIONS. 

(a) ApPROPRIATE FEDERAL BANKING AGENCY.-Tbe term "appropriate Federal 

banking agency" has the same 1!leaning given such term in section 3(q) of the Federal 

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

(b) COMMUNITY DEVELOPMENT FINANCIAL INSTITUTION.-The term 

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

depository institution holding company, credit uI;tion, micro-enterprise loan fund, 

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

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

institution holding company i may qualify as a community development financial 

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

requirements of paragraphs (1) and (2). The term "community development fmancial 

institution" does not include an agency or instrumentality of the United States or an 

agency or instrumentality of any State or political subdivision thereof. 

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

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

of the Federal Deposit Insurance Act (12 U .S.C. 1813(w)). 

(d) DEVELOPMENT SERVICES.-The term "development services" means 

activities conducted by a community development financial institution that promote 

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

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

not limited to­

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

(3) marketing and management assistance; and 
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2 

(4) administrative activities associated with lending or investment. 

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

5 "insured community development financial institution" means any community 

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

7 also includes an insured credit: union which has been designated as low-income by the 

8 National Credit Union Administration. 

9 (f) INSllRED CREDIT UNION.-The term "insured credit union" has the same 

10 meaning given such term in :section 101(7) of the Federal Credit Union Act (12 

11 U.S.C. 1752(7». 

12 (g) INSURED DEPOSITORY INSTITUTION.-The term "insured depository 

13 institution" has the same meaning given such term in section 3(c) of the Federal 

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

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

16 community that­

17 (l) 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 

20 degree of limited access to capital and credit provided by existing fmancial 

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

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

23 designated under ~ection 1391 of the Internal Revenue Code of 198(j. 

24 (i) QUALIFIED COMMU~ITY DEVELOPMENT FINANCIAL INSTITUTION.-The 

25 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. 

U) TARGETED POPUb\TION.-The term "targeted population" means an 

. identifiable group of low-income or disadvantaged persons that are underserved by 

existing financial institutions; 

SEC. 4. ESTABLISHl\fENT OF NATIONAL FUND FOR COMMUNITY 

DEVELOP1\fENT BANKING. 

(a) IN GENERAL.-There is created and chartered a body corporate to be 

known as the Community Development Banking and Financial Institutions Fund 

(referred to in this Act as the II 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 DIRECTORS.­

(1) IN GENERAL.-The powers and management of the Fund shall be 

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

shall have nine members. 

(2) MEMBERS.-' The members of the Board shall consist of the 

following: 

(A) The Secretary of Agriculture. 

(B) The Secretary of Commerce. 

(C) The Secretary of Housing and Urban Development. 

(D) The Secretary of the Treasury. 

(E) The Administrator of the Small Business Administration. 

(F) Four ;private citizens, appointed by the President with the 
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advice and consent of the Senate, that collectively­

(i) represent community groups whose constituencies 

include low-income persons or residents of investment areas, 

(ii) have expertise in the operations and ~ctivities 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) CHAIRPERSON.-The President shall appoint from among the 

members of the Board specified in pa~agraph (2)(F) a chairperson of the 

Board, who shall serve at the pleasure of the President for a term of two years. 

(4) VICE-CHAIRPERSON.-The President shall appoint from among the 

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

chairperson in the absence, disability, or recusal of the chairperson. The vice-

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

(5) TERMS OF APPOINTED MEMBERS.­

(A) IN GENERAL.-Each member appointed pursuant to paragraph 
I 

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

years, except as provided in paragraph (S)(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.-Theterms 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) shall be d~signated to serve at the pleasure of the President for 
I 

five years. 

6 (6) ACTING OFFICIALS.-In the event ofa vacancy or absence of the 

"1 individual in any of the 'offices described in paragraphs (2)(A) through (E), the 

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

9 (7) AUTHORITY TO DELEGATE.-Each member of the Board specified in 

paragraphs (2)(A) through (E) may designate another official who has been 

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

12 same agency to serve a:s a member in his or her stead. 

13 (8) COMPENSATloN.-Members of the Board who are otherwise officers 

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

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

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) :MEETINGS.-' The Board shall hold meetings at least quarterly. 
, 

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

the Board in office shall constitute a quorum. 

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

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

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

Officer who shall oversee all ~f the financial management activities of the Fund. The 

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

officers and employees of t~e Fund as the Board determines to be. necessary or 

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

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

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

ed without regard to chapter '51 and subchapter ITI of chapter 53 of title 5 of the 

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

not exceed the rate for a pos~tion under Level II of the Executive Schedule under 

section 5313 of title 5 of the United States Code and the rate of pay for the remaining . 
four officers shall not exceed ~he rate for a position under Level IV of the Executive 

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

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

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

under this Act; 

(2) may adopt, a1ter J and use a corporate seal, which shall be judicially 

noticed; 
\ 

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

in any court of compet~nt jurisdiction; 

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

power to make such rules and regulations as may be necessary or appropriate 

to implement the provisions of this Act; 

(5) may enter 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 expenditures and 

the manner in which th~y 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 a'llinstruments necessary or appropriate in the exercise 

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

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

powers and responsibilities as it deems necessary or appropriate for the 

administration of the Fund. 

(e) WHOLLy-OWNED GOVERNMENT CORPORATION.­

(1) The Fund shall be a wholly-owned Government corporation in the 

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

States, except to the extent this Act provides otherwise. 

(2) Section 9101(3) of title 31, United States Code (the Government 

Corporation Control Ad), is amended­

(A) by redesignating paragraphs (13) through (M) as paragraphs 
, . 

(C) through (N), respectively; and 

(B) by insetting after paragraph (A) the following: 
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3 
 (3) Section 9107(b) of title 31,' Umted States Code (the Government 

4 	 Corporation Control Act), shall not apply to depo~its Of the Fund made 

pursuant to section 7 of this Act. 
. 	 I . . 

, 	 . ' 

6 (0 LIMITATION OF FuN,DAND FEDERAL LIABIUTY.-The liability of the Fund 

7 and of the United' States Gov~mment arising out of any investment in a community 
. i 

8 development financial institut,ion in accordance with this Act shall be limited to the 
I 

9 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 

11 Federal law or the law of any State, Territory, or the District' of Colum~ia. A 

12 community development finaI}cial institution that:receives assistance pursuant to this 

13 Act shall not be deemed to ;be an agency, d~partment, or instrumentality of the 
,I 

14' United States. 	 I 
I 	 , 

(g) PROHIBITION ON ISSOANCE OF SECURlTIES.-The Fund may not issue stock, 

16 bonds, debentures, notes, or other securities. 

17 SEC. 5. APPLICATIONS FOR ASSISTANCE. 
, 	 . 

18 (a) FORM AND PROCEI;>UREs.-An application for assistance ,under this Act 
, 	 , 

19 shall be submitted by an applicant in such form and in accordance with such 

,procedures as the Board shal~ establish. The Board shall publish' regulations with 
, 	 ' 

21 respect to application requirements and procedures not later than 210 days after 

22 enactment of this Act. 

23 (b) M1N1MUM REQUIREMENTS.-The Board shall require that the application-' 
, " 	 . . 

24 .. (1) demonstrate tp the satisfaction of the Board that the applicant is, or 

upon the receipt of a charter will be, a ~community development, financial 

I 
, I 

I 
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. institution as defined in section 3(a) of this Act; 

(2) demonstrate that the applicant will serve­

(A) a targeted population; or . 

(B) an area which is an investment area; 

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

under this Act, demonstrate that the applicant­
, . 

(A) has successfully carried out its responsibilities under this Act; 

(B) has become or is about to become an entity that will not be 
I 

dependent upon assistance from the Fund for continued viability; and 

(C) will expand its operation~ into 'a new investment area, offer 

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

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

existing operations, de,monstrate a record of success of serving investment 

areas or targeted populations; 

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

organization that contains­

(A) a business plan of at least five years that demonstrates the 

applicant is prop~rlymanaged and has the capacity to form and operate 

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

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

continued viability; 

(B) a statement that the applicant has, or will have, in itS charter 

or other governing documents a primary commitment to community 

development, or: other evidence ofa prior history and a continuing 

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

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

those needs; 

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

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

assistance programs, and private sector fiDancial services; 

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

consistent with existing economic, cO,mmunity and housing development 

plans adopted by or applicable to the investment area; 

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

othe~ise coordinate with a full range of community organizations and 

financial institutions which provide, or will provide, capital, credit, or 

secondary markets in order to assure that banking, economic develop­

ment, investment,: affordable housing, and other related services will be 

available within the investment area or to targeted populations; and 

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

inclusion in the strategic plan; 

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

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

targeted population; 

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

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

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

of this Act; and 
, 

(8) include such other information as the Board may require. 
, 
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1 (c) PRE-ApPLICATION OUTREACH PROGRAM.-The Fund shall provide for an 

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

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

4 requirements of this Act. 

SEC. 6. SELECTION OF INSTITUTIONS. 

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

'J tions that meet the requirements of section 5 of this Act and award assistance from 

8 the Fund in accordance with ~ section 7 of this Act. In selecting applications, the 

9 Board shall consider ap'plications based on, but not limited to­

(1) the Iikel ihood of success of the applicant in forming and operating 

11 a community development financial institution; 

12 (2) the range a'nd comprehensiveness of the capital, credit, and 

13 development services to be provided by the applicant; 

14 (3) the extent of the need, as measured by objective criteria of distress, 

within the investment areas or targeted populations for the types of activities 

16 proposed by the applicant; 

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

18 portion of the investment areas or targeted populations or, in the case of a 

19 community developmen~ financial institution with existing operations, evidence 

of a record of success in serving investment areas or targeted populations; 
, 

21 (5) the extent to which the applicant will concentrate its activities on 

22 serving low and very low-income families; 
, 
I \ 

23 (6) the evidence of the extent of a broad cross-section of support from 

24 the investment areas or targeted populations; 

'. (7). the experience, and background 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 section 7(d) 

of this Act and the strength of the plan for raising the balance of the match; 

(9) in the case of applicants that have previously received assistance 

pursuant to this Act, the extent to which they have met or exceeded their 

performance goals; 

(10) the' extent to 'which the proposed activities will expand the employ­

ment base within the investment areas or the targeted populations; 

(11) the extent to which the applicant is, or will be, community-owned 

or community-governed; 

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

development financial institution; 

(13) 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 deposito,ry institution, or other financial intermediary in order 

to multiply the amount of capital or credit available for community develop­

ment; 

(14) 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

tions; and 

(B) has a comprehensive plan for providing meaningful financial 

assistance to such an entity or network of entities; and 



15 

1 (15) other factors deemed appropriate by the Board. 

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

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

4 which shall include applicant~ from nonmetropo~itan and rural areas. 

5 (c) PuBLICATION REQUIREMENT.-TheBoard shall publish regulations with 

6 respect to its selection criteri~ not later than '210 days after the date of enactment of 

7 this Act. 

8 SEC. 7. ASSISTANCE PROVIDED BY THE FUND. 

, 9 (a) PURPOSE OF ASSIST;ANCE.­

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

11 business formation, economic growth, community development, and affordable 

12 housing in distressed communities. The Fund shall coordinate its activities 
, 

13 with existing Federal and other, community and economic development 

14 programs. 

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

16 development financial ,institution to expand its activities to serve investment 

17 areas or targeted populations not currently served by another qualified 

18 community development financial institution receiving assistance under this 

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

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

21 purposes of this Act, or to assist an existing entity to modify its structure or 
, ' 

22 activities in order to undertake activities consistent with the purposes of this 

23 Act. 

24 (b) TYPES OF ASSISTANCE.­
, 

25 (1) IN GENERAL.-The Fund may provide financial assistance to 
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qualified community : development fmancial 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 ,iina.Qcial 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 
i 

insured community development financial institutions. 

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

tance to a qualified community development financial institution in such a 

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

institution and does not 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-
I 

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 institutions shall not be subject to any requirement for collateral or 

security. 

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

incurred only to the extent that appropriations of budget authority to cover 

their costs, as defined in section 502 of the Congressional Budget Act of 1974, 

are made in advance. 

(c) PURPOSE OF FINANCIAL ASSISTANCE.-Financial assistance made available 
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under this Act may be used by assisted institutions to develop or support-' 

(1) commercial f~cilities that enhance revitalization, community stability, 
, 

or job creation and retention' efforts; 

(2) business creation and expansion efforts that- ,. , 
I . 

(A) create or retain jobs for low-income people; 

(B) enhanqe the availability of products and services to low­

income people; or 

(C) create or retain businesses owned by low-income people or 

residents of a targeted area; 
I 

(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 iof development services; 

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

households; 

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

holds; and 

(8) other activities deemed appropriate by the Fund. 

(d) AMOUNT OF ASSIS1;ANCE.-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 

community development financial institution. The Fund shall have the authority to 

set minimum amounts of assistance per institution. 

(e) MATCHING REQUIREMENTS.­
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(1) Assistance provided to qualified insured community development 

financial 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 one dOI:lar 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 Qr membership shares of $100,000 or less, technical 

. assistance, or grants for technical assistance to be matched. The Fund shall 

provide no assistance: except technical assistance or grants for technical 

assistance until a qualified community de:velopment financial institution has 

secured legally enforceable commitments for. the entire match requited. 

Assistance may be provided in one lump sum, or over a period of time, as 

determined by the Funq. 

(2) Assistance shall be matched ·with funds from sources other than the 

Federal Government. 

(f) TER!vfS AND CONDITIONS.­

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

this Act in such form an:d subject to such re~trictions as are necessary to ensure 

that to the maximum extent practicable- . 

(A) all as~istance granted is used by the qualified community . 
i 

development financial institution in a manner consistent with the 

purposes of this Act; 

(B) qualified community development financial institutions 

receiving assistance that are not otherwise regulated· by the Federal 



5 

10 

15 

20 

25 

19 


1 government or by a State government are' fmancially and managerially 

2 sound; , 
, ' 

3 (C) assistance results in' a net increase, both nationally and in the 

4 local communities in which assistance is provided, in capital, credit, and 

development services; and 

6 (D) assistance is provided in a manner that encourages affiliations 

7 and partnerships: between insured ,'depository institutions, secondary 

8 markets or otheri sources of credit or leverage and local organizations 

9 dedicated to community development. 

(2) CONSULTATION WITH BANKING REGULATORS.-Prior to providing 

, 11 assistance to a qualified insured community development fmancial institution, 

12 the Board should cons41t with the appropriate Federal banking agency or, in 

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

14 (3) ASSISTANCE AGREEMENT.­

(A) The Board shall impose restrictions on the use of assistance 

16 through a stock. purchase agreement, share purchase agreement, or 

17 through a contract entered into inconsideration for the provision of 

18 assistance. 

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

under this Act ·to comply with performance goals. The performance
! 

21 goals shall be negotiated between the Board and each qualified commu· 

22 nity deve lopment: financial institution receiving assistance based upon the 

,23 strategic plan submitted pursuant to section5(b)(5) of this Act. The 

24 performance goals may be renegotiated jointly as necessary or appropri­

ate, subject to subparagraph (C) of this section. Activity levels for 
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insured commut:1ity development financial institutions should be 

determined by the Board in consultation with the appropriate Federal 

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

National Credit Union Administration. 

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

the Board, in it~ discretion, in the event of noncompliance with the 

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

include revocation of approval of the application, terminating or 

reducing future I assistance, requiring repayment of assistance, and 

requiring changes to the performance goals imposed· pursuant to 
I 

subparagraph (B) or to the strategic plan submitted pursuant to section 

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

financial institution, the Board shall consult with the appropriate Federal 

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

Credit Union Administration, before imposing sanctions pursuant to this 

paragraph. 

(4) REVIEW.-Ai least annually, the Board shall review the performance 

of each assisted quali,fied community development fmancial institution in 

carrying out its strategic plan and performance goals. 

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

development financial: institution receiving assistance to submit an annual 
! 

report 	to the Fund on its activities, itsfmancial condition, its success in 
, 

. 	 meeting performance goals, and its compliance with other requirements 6f this 

Act. 

(g) AUTHORITY TO SEL~ EQUITY INVESTMENTS AND LoANS.-The Board shall 
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have the authority at any tirpe to sell its investments and loans and may, in its 

. discretion, retain the power I to enforce limitations bnassistance entered into in 

accordance with the requirements of this Act. 

(h) No AUTHORITY TO LIMIT SUPERVISION AND REGULATION .-Nothing in this 

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

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

supervise and regulate an insured community development financial institution. 
i 

SEC. 8. ENCOURAGEl\IE~7 OF PRIVATE ENTITIES. 

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

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

Fund in carrying out the purPoses of this Act. The purposes of any such entities 

shall be limited to investing in and assisting community development financial 
, 

institutions in a manner similar to the activities of the Fund under this Act. Any such 

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

accordance \I·,Iith the laws of the jurisdiction of incorporation. 

SEC. 9. CLEARINGHOUSE FUNCTION. 

The Fund shall establish and maintain an information c1earinghouse m 
I .. 

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

Urban Development, the Small Business Administration, other Federal agencies, and 
I 

community development financial institutions-
I 

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

pertinent to community development financial institutions that will assist in 

creating, developing, e~panding, and preserving these institutions; and 

(2) to cause to :be established a service center for comprehensive 
I 

information on financial, technical, and management assistance, case studies 
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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. 
I 

(a) RECORDKEEPING.-: 

(1) A qualified community development fmancial institution receiving 

assistance from the Fund shall keep such records as may be reasonably 
I . 

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 REPQRT.-" The Fund sh'~.ll conduct an annual evaluation of 

the activities carried out pursuant to this Act and shall submit a report of its 

findings to the President within 120 days of the end of each fiscal year of the 

Fund. The report shall include financial statements audited in accordance with 

subsection (c). 

(2) INSTITUTIONAL VOICE FOR COMMUNITY DEVELOPMENT.­

(A)ONGOI~G STUDY.-The Fund shall conduct, or cause to be 

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

and financially sound policies and practices for encouraging investment 

in distressed com,munities, including small business and commercial 

lending, business :for~ation and expansion,. community and economic 

development, cOQlmercial real estate and multi-family housing, and 
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home mortgages! 
, 

In addition, the· Fund may study, or cause to be 

studied, related dtatters, such as identification of sources of and access 
I 

to capital and loans for community investment; development of 

secondary markets for economic and community development, small 
, 

business and commercial loans, and home mortgage loans and invest­

ments; and methods to involve all segments of the financial serVices 

industry in community development.· 
, 

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

consult, or cause ~onsultation with, the Office of the Comptroller of the 

Currency, the Federal Deposit Insurance Corporation, the Board of 

Governors of the Federal Reserve System, the Federal Housing Finance 

Board, the Farm Credit Administration, the Office of Thrift Supervision, 

the National Credi,t Union Administration, community reinvestment, civil 

rights, consumer ,and financial organizations, and such representatives 

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

(C) REPORTS.-Within 270 days after the date of enactment of this 
Act, the Fund shall report to the President its irlltial fmdings and 

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

. 	 Thereafter, the Fund shall report its findings and recommendations to 

the President wit~ the annual report required by paragraph (b)(l). 

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

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

procedures described in paragraphs (2)(A) and (B), shall conduct a study 

evaluating the structure, ,governance, and performance of the Fund. The study 

shall be submitted to th~ President. Such study shall include an evaluation of 
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the overall performance of the Fund in meeting the purposes of this Act and 

any recommendations: of the Fund for restructuring the Board, altering 
. I 

procedures under which the Fund is govet:ned, the future role of the Fund in 

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

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

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

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

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

SEC. 11. INVEST1\IEl\7 OF RECEIPTS AND PROCEEDS. 
, 

Any dividends on equity investments and proceeds from the disposition of 
, 

investments, deposits, or membership shares that are received by the Fund as a result 

of assistance provided pursu'ant to section 7 of this Act shall be deposited and , 

accredited to an account of the Fund established to carry out the authorized purposes 

of this Act. Upon request 9f the Chief Executive Officer, the 'Secretary of the 

Treasury shall invest amounts deposited in such account in public debt securities with 
I 

maturities suitable to the needs of the Fund, as determined by the Chief Executive 

Officer, and bearing interest at rates determined by the Secretary of the Treasury, 

taking into consideration current market yields on. outstanding marketable obligations 

of the United States of compa'rable maturities. Amounts deposited into the account 

and interest earned on such amounts pursuant to this section shall be available to the . 

Fund until expended. 
, 

SEC. 12. AUTHORIZATION OF APPROPRIATIONS. 
, 

(a) IN GENERAL.-There are authorized t6 be appropriated to the Fund, to 
I 

remain available until expende~, $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 
! 



25 
. , 

1 1997, or such greater sums as may be appropriated, to carry out the purposes of the 

2 Act. 

3 (b) ADMINISTRATIVE E~PENSEs.-The Fund may set aside up to $10,000,000 

4 each fiscal year to pay admin~strative costs and expenses. 

5 SEC. 13. CONFOR1\flNG Al\fEND:MENT. 

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

! 8E(a)(2» is amended by 
I 

in~erting "the Community Development -Banking and 
: 

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

9 Commission, ". 



COMMUNITY D~LOPHENT BANKING AND FINANCIAL 
INSTITUTIONS ACT OF 1993 

SBCTION-BY-SBCTION ANALYSIS 
I 
I 

section 1. Short Tltle 

The Act may be cited as the "Community Development Banking 
and Financial Institutiobs Act of 1993"~ 

section 2. Findings and 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 promote long-term economic 
and social viability. In many urban and rural communities, low­
and moderate-income neighborhoods, and on Indian reservations, 
there is a shortage of capital and credit for business and 
affordable housing. Access to capital and credit is ess~ntial 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 Institutions Fund that will support a 
program of investment in· and assistance to community development 
financial institutions. 

section 3. Definitions 

The Act contains definitions of terms, including a 
definition of "community:development financial institution." A 
community development fiDancial institution includes any bank, 
savings association, depository institution holding company, 
credit union, micro-enterprise loan fund, community development 
corporation, community development revolving loan fund and any 
minority-owned or other depository institution that (i) has as 
its primary mission the provision of capital, creditor 
development services in investment areas or to populations that 
are low-income or disadvantaged and underserved by existing 
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financial institutions, and (ii) encourages, through 
representation on its go'verning board or otherwise, the input of 
residents in the invest~ent 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. 	 Establi'shment of National FUnd for COlllDlunity 
Development Banking 

, , 

This section provides for the establishment of a body 
corporate known as the C'ommunity Development Banking and 
Financial Institutions rund (the "Fund"). The Fund will be 
managed by a nine-member Board 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 Adminiatrator 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 rem'aining four members will be private 
citizens appointed by th~e President and confirmed by the Senate. 
These individuals must collectively represent community groups, 
have expertise in the aC,tivities and operations of insured 
depository institutions,; and have expertise in community 
development and lending.: 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 among the members of the Board. Both the 
chairperson and the vic~-chairperson will serve in those offices 
for terms of t~o years. ! 

The members of the [Board that are otherwise employees of the 
United States will recei,ve no additional compensation for service 
on the' Board, but will h.e reimbursed bY,the Fund for travel, per 
diem, and other necessary expenses incurr.ed in the performance of 
their duties. The appoi;nted members will be compensated at a 
rate equivalent to the daily rate for a position under Level IV 
of the Executive Schedul:e. The appointed members may also be 
reimbursed for travel, p'er diem, and other necessary expenses. 

The Board is required to hold meetings at least quarterly. 
other meetings of the Board may be held on the call of the 
chairperson or at the wr:itten 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 Offic~r and an Inspector General. The Chief Executive 

http:incurr.ed
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Officer will be responsible for the management of the Fund and 
such other duties as the Board deems appropriate. The Board may 
fix the ~ompensation 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 Le~el iI of the Executive Schedule and the 
rate of pay for the four remaining officers may not exceed the 
rate for a position unde:r Level IV of the Executive Schedule. 
All other employees of the Fund will be compensated pursuant to 
the provisions of title ~. 

section 4 enumerates the general powers of the Fund, which 
include the pbwer to su~ and be sued in its corpor~te name and to 
enter into and perform agreements. The Fund is also authorized 
to utilize the services ~f personnel of any other agency on a 
reimbursable or non-reimbursable basis with that agency'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. 

i 

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

section s. Applications for Assistance 

This section requir~s the Board to publish regulations 
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; (ii) 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 assistanceft'om 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 serving 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 



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. 

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 I. Selection of Institutions 
l 

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 permitted 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. Assistance Provided 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 community development financial institutions is in the 
discretion of the Board, ;provided that due consideration is given 
to the allocation of funds for the establishment of insured 
community development financial institutions. 

I 

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 institutiqns may use funds provided under. the Act 
to develop or support commercial and community facilities that 
enhance revitalization a:nd job creation, . business creation and 
expansion efforts, the provision of basic financial services to 
low-income persons, the ;provision of development services, 
homeownershipopportunit!ies that are affordable to low-income 
persons, rental housing ~hat is affordable to low-income persons 
and other activities tha,t are deemec;1 appropriate by the, Fund. . 

The Fund may providie up to $5 mill~on of assistance per 
application to any one qualified insurec;1 community development 
financial institution an:d up to $2 million per application to any
other qualified community development financial insti.tution. 

! 
This section requir,es all qualified insured community 

development financial institutions receiving assistance.to match 
the assistance with at l~ast .one dollar. from private sources for 
each dollar provided by jthe Fund, except that an insured 
community development financial institution will not be required 
to match technical assisjtance 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 required1for all types of assistance provided to 
other community developm~nt financial institutions, and the 
amount and form of the match will be in.the discretion of the 
Board. The Board, howev~r, may not require that technical 
assistance or grants fori technical assistance to community 
development financi~l 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
1 

to provide
. 

assistance in such forms and 
subject to sU,chrestrictions that will assure, among other 
things, that assistance from the Fund is use~ in a manner 
consistent with the purposes of the Act and ~hat institutions not 
federally regulated are financially and managerially stable. 
Before providing assistapce to an insured community development 
financial institution,' the Board is directed to consult with the 
appropriate Federal bank~ng agency. The Board. is required to 
impose negotiated performance goals on qualified community 
development financial institutions receiving assistance based on 
the .strategic plansubmi~ted in the institutiori'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 insti~utions. The assistance agreement is 
required to include specific sanctions ~vailable to the Board in 
the event that an assisted institution does not comply with the 
purposes of the Actor the terms of the ,agreement. These 
sanctions may' include revocation of approval of the 'application, 
termination or reductioniof future assi~tance, changing 

http:submit.an
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performance goals or ele~ents 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 section also clarifies that the Act does not affect the 
authority of. any Federal1banking regulator to supervise and 
regulate an insured community development financial institution. 

section 8. Encouragement of Private Bntitie. 

The Board may cause'to be incorporated,.or encourage 
incorporation of, privat~ 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 investing in and assisting .community 
development financial institutions. 

section 9. Clearinghouse Function 

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

Section 10. Recordkeepinq, Reports, and 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 access 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 nbt later than 120 days after the end of the 
fiscal year of the Fund. : In addition, the Board is required to 
conduct, or cause to be sonducted, an ongoing study of the most 
effective and financially' sound policies. for community 
development. In the conduct of the ongoing study, the Board is 
required to consult,or cause consultation, with the Federal 
banking regulators and other agencies, as well as community 
reinvestment , civil right:s, consumer and' financial organizations. 
An initial report on the ongoing study must be submitted to the 
President within nine months of the date of enactment of the Act.: '. 

This section also requires the Board to conduct an 

http:incorporated,.or
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additional study separat'e from the annual report and the ongoing 
study six years after en;actment of the Act. This study will 
evaluate the structure, governance and performance of the Fund 
and will contain the Board's recommendations for changes in the 
operations of the Fund. : 

, 

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

, 
section 11. Inves~ent of Receipts and Proceeds 

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, 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. Theaccount 
will be available for use by the Fund in carrying out the 
purposes of the Act untii the funds are ,expended. ' 

section 12. Authorization of Appropriations 

This section authorizes appropriations to the Fund, to 
remain available until expended, $60 million for fiscal year 
1994, $10~ million for fiscal jear 1995, $107 million f6r fiscal 
year 1996, and $111 million for-fiscal year 1997,or such greater 
sums as may be appropria~ed, to carry out the purposes of the 
Act. ' 

The Fund isp~~mitt~d to set aside up to $10 million per 
year for administrative costs and expenses. 

I 

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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Prepare reply 0 
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FROM: D?ug Steiger (X3386~_D_A_T._E_:_6_/_1_S_I_9_3_____________________ 

CDFI - Proposed Final Draft of the Bill 

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 
Jenni Main 
Ken Kelly 
Roz Rettman 
Ed Chase 
Barry Anderson 
Jim Jukes 



'6'202 1122 iSH 	 III 002 

.._­
• 

The B'Ollor<:lble 'rho~ S • Foley 

Spenker of the ~ 


.ot Jtepre.se.at:atives 

Wa.sh.ingtcm, D.e ..: 


. Dear Kr. ~eri" 
.;.-

OIl babel t o~. the AOlllinit;l;::rcttioll, t: CUI pleased to sUbmit to 
eonqr... t::be ·CC1!!lM mdtyDeValopltent p~nancial. InstitutiatlS Act ot 
1"',· the Ad.jnistrBticn'. leqi.latlva initiative tor =reatinq a 
network ot cCJDllnity development tiDaDc:ial .imrtitutioDS that vUI 

.enal:JI. i:c.d.ividua.ls and. OOIDMunities to provic1e tor C)r8atar 
ecoDOJdc oppor tutl.:1:ty • 

. - 't'hia leqiJIlatloD vo'Ql.d establish a Compgm!ty Banktnq ilDCl c:red.it 
PUnd. that would support. a Progra.lI. of investment in • natiODal 
network ot cu••"t1ity d.evelopment finaneial. institutions. The 
Co#llilwity Banti1"l9 and Credit Pu::Dd voul4 prcrric!a tiDancial and. 
tecbnh:al ...1.-tan~ to commimity d.evalopJlUlDt fS'nanciaJ. . 

, iDatituticma aDd. se.rve as a national. ULtor:aat.1cm cl.eari.:a.gbouae 
.~ tor co••ilnity development financial Inat.:1:t:ut.:1.0DII. 

I.D too :aa.ay u:rbaI1 and ~ comnm1t1..~ there 1:a • lack 01: 
capital &.D4 =-tit. 1..,,(Un9 ill cJ..i.atreSISec:S Oili.Muniti_, 
partiQQlarly to 1IWCI11 bUsinesses, caD be casplioated. 1:1: 11&1" 
reqa.ire special. upert:i.se and knowledqa-ot the borrower aDd. 
COWDJDnjty, credit prodni::t:s, 5Ub8icl188, a..tId secandazy -...rltGts. 
empmnity cSaYe1op111tBt financial .tn.t1t:atiana-iDclu4 nq caaunity

' 4avelop..;mt banD llke South Shere Bank ill Chicago, co1llN:D.ity 
c;;rrerllt uniaa.. .uch as self-Bal.p in JIOrth caroliDa, CQ!I1IS1nity 
d.4rvaloplleDt.,corpcrationS, aiczo-ente:r:prise loaD tu:Dds, and 
revolvi.r.lg" l ..... ·:f'tI:Dda-h&v. d.emonstrated. that the]" can I»rovide 
capita.l, c:riclit. aDCl· dev8.lopllll!Dt eerrioaa :l.D 41.trusa4 areas and 
to tarq.~.-.w..tiona. . 

... ". '.. '-	 . . 
~ bUl ~~.1rItS t:he Aain!st:r&tiODta ~i'blaDt to hel.pincjr 

". 	 cUM."nit!.. hel.p th",M~"". 8J' eD.I!IRlriDg ~ter access to 

capital and an.dit, we will tap the eut:rwpreneuri.a.l enargy of 

A:IIerica·. poorest comn;m! ties and enable 1Ddiviclua.la and 


-- c:cmmmiti.. to'beccae sel.t-sutticitlDt. 

http:1Ddiviclua.la
http:revolvi.r.lg
http:upert:i.se
http:Progra.lI
http:c:red.it
http:i:c.d.ividua.ls
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'lha t.dmini-tr:.t.ion requests that this bU~ be rete.rre4 to 'the 
appropriate com:ar.ittee and urqu ita early e:nact:ment. ThaOtfica 
of Kan.aqGl:l'lAiUlt a:t'Id Budget aclVises that e.naCt::aent ot this b1U 1s 
iD accord. with tha Pre.si;dent·. progru.. 

'.- , 

... 

. 
. 
: 

< 

-
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The Honorable Thoma.& S. Foley 
Speaker of the Sous. 

of ».epreae.nt.atives 
Washjngton. D.C~ 

'. , 
On baha.lt of' the ' dm1nistration, J: all pleased to subait to 
COr:l;C'J'res. th.-ecmmu:nity De.velopment Fi..n.a.nc.ia.l. :tn.stitutions .Act ot 
1.993," the Mministration'B legislative initiative for C2:eating a 
network of CCSl'm i ty development financial in.atitutions that will 
enable irulividua.ls and communitiu to pl:'tJVide for greater 

, econoiUc opportunity.. . 

ihi.s leqislation would esta.1:>lisb a c.o.munity Ba.nltinCJ and Credit 
Fund that would Snppbrt.· a prograra of .investment in a national 
network of co_unity development: tinancial institutions. 'the 
COlItI:Inmity Banking and. credit. Pund. would provi4e financial and 
taohnical ....iBtance to community d~e.lcp:ment 'finnncial 
institutions and serve as a national i.n.to:rm.ation clearinq.bouse 
tor community d.evel.op:aaent financial iristitutions. 

In too :aany u.rbAn and rural coaawdtiu, there i. a Iaok of 
capit..a.l and credit. Lendinq in distressed co.mm.ities, 
partic:ularly to saall businesses, can be complicated. .It may 
require :lp4lCial expertise and. bowledqe-of the borrower and 
cClllllUllity, cre4it prodUcts, aul:Isidies I Illld secoDC!al:y urkets. 
C~ity d.eveloplllUlt firumc!a.l institutions-iaclud.i.ng comaunity 
devel.gpaent banks like South Shore Bank 1D Chicago, community 
credit wtiona such as S.lf-Help in Horth carolina, community 
daveloJjJlMDt col::'pOrations; aicro-GDterpr1ae loan tun.ds, and 
revolving loan tands--bave demonstrated that they can provide 
capital, credit and development servicea in d1st:r.....d areas and 
to ta.rgeted populations. 

This :bUl reaffi.l:m.s the Ad:ainistration's com:m.it:ae.nt to helping 

communiti.. help theJllSelves. By ensuring greater access to 

capital aDd credit, we will tap the entrepreneurial anergy of 

America'. poorest COIZmU.nities and enable imUv1dual.s and 

communities to becoae self-suffioient. 


_________ 5 ,,__ ... , 

http:com:m.it:ae.nt
http:tutions-iaclud.i.ng
http:irulividua.ls
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The Adw1nistratlon requests that this bUl be referred to the 
appropriate collllllittee and u::rges its early enact:llent. The ottica 
ot xan~ljJeme.nt and Budq..t aCivi.&as that enactment of this bill is 
in accord with the President's progrur. 

Sincerely, 

Lloyd Bentsen 

.. 
~~ .. , 

http:xan~ljJeme.nt
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A BILL 

To fllcilitate the e~tl.bli!~hmeot of communitY develupment t:1n.1w\:iAl institutioD.'_ 

, 
\.. 
, 

.,.. 
1 

1 He lJ enacted by tht Senate un4 Hmise 0/RcprtstllJartV!!f oflhe U1'Iifed Slalt3 

2 of.America In CcnpLu assembltd, 

3 SECllON 1. SHORT ~. 

4 Thiq Act J:O:ly be ~ as the "Commnnity I>evcloplU\mt Pi!l.tUdal llUtituuons 

S Act of 1993~. , . 

65£C. 2. FlNDlJ'I."GS A.~ P'f.JRPOSE. 

7 

8 

9 

10 

11 

12 

13 

14 

IS 

16 

17 

18 

19 

20 

. 

~a.) ,FrN'OrNCiS.-The CODgrcss f!llds tflat­

(1) J'I'lauy of ,the Nation's urban lind ru.r:ll conuIltllllric.s and IncliaJl 

iescrvatio:lS face cdtic:U qoci.lll and ecouumic problem.t: arising in "arL from 
" 

the lack of ecunomic gro'Nth, growing !1umbe~ of low-income people and 

rx-.ople liviDg in pov~ny, lack of employment aad otht'.r opportll.l:Ul:ie:s; 

(2) the restoration and waiotenM,ce uf the e.:oLlOmic$ of Lhesc communi· 

ties will require cl'l6rd.i.tlated devl#Iopmt.at str:1tCgies,i:mI::nsive sU£lportive 

services, and inere-...sed 8C'.cCU to capital and eredlI. for development li:DViries, 

i:od.udin8 investment .w. businesses, hon~J CO!'\1l:m:rclal real estate, bum:m 

dcve!op.:ne:lt, and otheT al.:tivil:ic.s that pr(,)'!IlO~ the lon!l~rm ecvDom[c aml 

sucW viability of th~ commuruLY; 

(3) in .tUiUly urbAn and rural commun.iLies, low- a:a.d modcr.uc..incomo 

At:l~thoods and Inili3n R~eTVad(')ns. there is ashon:a,gc ofcapital az:u] credit 

for ~iness ftod Jfon18ble bOu.~illg; 

-
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2 

3 

2 

(4) a~' to (:j\pital and. credit is essential to unleasb the untappeu 

eot.r':preo.eurial e.o.erar Clf ~rica', poor=>t cnmmuciues and to cmpower 

individu.als and cotn.lllllU.ities Ul becume self-sufficiem: aOO 



"t (5) CODlmUUl.ty development .tinlllcial inst.iluti.OD.~ have proven their 
, 

S ability to ideDrify and ~pond La COInl'lltl.llity neods for ~iml, credit and 
, . 

6 d~velopmeot servi~5 in Lbe ab:\enCe of, t"lf' as a complem~Dt to, scnices 

7 provi!.1t:d by other knders. 

8 (b) PU'RPOSS.-TbcpUl'.I'1JSe of this Al.:t is tn ercii1e a C:ornmlLDity BM.kln~ 3l'\d 

9 Credit Fund thlt will su~rt" prognm af in'ft:Stment in and il.S~ist:auce \Xl a national 

10 network of community development tinandal institutloD.'lthat will provide for greal.tr 
", - .' 

11 economic opportwUty. 1;b.e CoInl'TlUllity Banking aDd Credjt Fund will provide 

12 financial aud technical ll$Si.<;rancc, includ~ tr3i.ning, to community develop.:nent 
, , 

13 fina.Dcw instiTUtiuns, t.crve as a national iDformatiun ck.a.ri.nghou.<:Je, aud be an 

l4 iustito.tioo.a.l, voice toe commUllily devcloPUlfJDt. 'Che network of COCllIlUn!ty 
, 

15 develupment ~ial institutions tha.I. the CommunJty Ba.ukin.g lWd Credit fuad 

Hi SU£lPOlU will ~rov~ C3f1Ttal, C'Il::dlt Bod develnpmeut services to targeted inve!t'lUenl 

17 UQ'i or pO~on.s, and ,"ill promor.c ecooomic revita.li%lltioll and eommuclty 

18 I1cVe10p~: ", 

19 SEC. 3."'UEFTh'lTlONS. 

20 (:1V COMMUNITY DE'vSOPMDlT F'lNANClAt IN~'TION.-Tbe term 

21 ·cOD'lmuuity deveiopmen! fu:w:tcial institution- means any bank, savings usnc.iatioll,. : 

22 ctc:dit unio~ miC1'O-eiJterprl~ l.:rmfill'ld, commUllity development. corporation, 

23 community developIQent tt"VvlviDg loan fund. or other d=:positt'lry' iw.titution (as 

24 ddined in section 3 of the', Fedetal Deposit Insora.nce Act) or non~eposItnry 

25 organization tllltt­

• ,JuDe 15, 1993 
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1 . _(1) has as its pri~ mission the promotion of community development 

2 throup the provision of capital, credit or development services in its 

3 investment areas or to targeted populations; and 

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

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


6 populations. 
 . 
7 A holding company' ~ its .subsidiaries may qualify as a community development 


8 fhlancial institu9:on-if tile holding company and its subsi4iaries collectively satisfy the 


9 requirements ofyaragraphs (1) ~d (2). The term ·conlnnm.ity development financial 


10 institution- does not include an1agency or instrumentality of the United States or an 

11'age:ncy ·or instrumentality of any State or political subdivision thereof. 

12·- (b) DEVELOPMENT, SER:VICE$.-1'he term "development services" mNM 

13 activities conducted by a comm1mity development financial institution that promote 

14 community development by developing, supporting and strengthening the lendina, 

IS btvestmeo.t, and capacity-building activities unde:rt:aken by institutions, including, but 

16 not limited to­

17 (1) business planning services; 

18 (2) financial and credit counseling services; 

19 (3) marketing and management assista.n~e; aDd 

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

21 (c) INSUI.ED COMMUNITY DEVELOPMENT FlNANCIALINSTITU110N.--The term 

22 -insured commonity development financial histitution" means any community 

23 development tin.a.ncial institutio~ the deposits of which are insured by the Federal 

Z4 Deposit Insarance Corporation..' The term also includes a credit union which bas 

23 been designated as low-income by the National Credit Union AdmiDistration and the 

DRAFT PRINTED 11:35 am, June 15, 1993 
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1 deposits of which are insured by the National Credit Union Share Insurance Fund• 

. 2 (d) l1\"VESTMENT AREA.-,The term winvestment area" means an identifiable 

3 community that meets criteria, of distress, including the number of low-income 

4 families,' the extent of poverty, the extent of unemployment, the extellt of uomet 

5' credit needs, the degr~ of availability of basic financial services, the degree of 

6 ,limited access to capital and credit provided by existing financial institutiODS, and 

7 other factors that tbe:,Ptmd determi.nes to be appropriate . 
...- ';!. 

8 (e) QuAtl:Fnm CO~ DEVELOPMENT FINANClAL INsnnmON.-The 

9 term "qu.a.lified:"community development financial institution" means a community 

10 ,development financial institution that meets the requirements of sub~tioDS (5)(b)(2) 

11 throu~ (8) of this Act. 
/ 

12 (f) TARGETED PoPULATION.-The term -targeted population" means an 

13 identifiable &roup of low-income or· disadvantaged persons that are underserved by 

14 existing financial institutions. ' 

15 

16 SEC. 4. ESTABLISHMENT OF NATIONAL FUND FOR COMMUNITY 

17 DEVELOPMENT BANKING. 

18 <a) IN GENERAL.-Ther~ is created and chartered a body corporate to be 

19 known as the Community Banking and Credit Fund (referred to in this Act as the 

20 "Fund·) that shall have the powers and respoosibilities specified by this Act. The 

21 Ptmd sball have succession until dissolved. The charter of the Fund may be revised, 

22 ameoded or modified by Congress at any time. The offices of the Fund shall be in 

23 Washin~on, D.C. 

24 (b) BOARD OF DrREcro~.-

2.S (1) IN GENERAL.-The powers and mana,ement of the Fund shall be 

D.RAFf ~'TED 11:35 am, June 15, 1993 
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1 v~ in a Board of Directors (referred to in this Act as the "Board-), which 


2 shall have nine members. 


3 (2) MEMBERS.-The members of the Board shall consist of the 


4 following: 


5 (A) The Secretary of Agriculture. 


6 (B) The Secretary of Commerce. 

J I 

7 (C) The Secretary of Housing and Urban Development. 
: ~ ! 

8 ,/{DY °the Secretary of the Treasury. 

9 .... 0 (E) The Administrator of the Small Business Administration.. 

10 (F) Four private citizens, appointed by the President with the 

11 advice and consent ,of the Senate, that collectively­

12 .- (i-) represent commnnity groups whose constituencies 

13 include low-income persons or residents of investment areas, 

14 (n) have expertise in the operations and activities of 

15 depository institutions, and 

16 (lit") have e~rtise in community development and lending; 

17 provided that there should not be less than one member from each of the 

18 three categories deScnoed in clauses (i) through (iii) of this subpara­

19 grap~o 

20 (3) CHAIRPERSON.---The President shall appoint from among the 

21 members of the Board specified in paragraph (2)(F) a chairperson of theo 

22 Board, who sball serve at the pleasure of the President for a term of two years. 

23 (4) VlCE-CHAlRPERSON.-The President shall appoint from among the 

24 members specified in pai-agraph 2 a vice-chairperson who will Serve as 

25 chairperson in the absence, disability or rec.usaI of the chairperson.. The vice-

DRAFT PRINTED 11:35 am, June 15, 1993 
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1 chairperson shall serve at the pleasure of the President for a term of two years. 

2 (5) TERMS OF APPOINTED MEMBERS.­

3 (A) IN GENERAL.";"'Each member appointed pursuant to paragraph 

4 (2)(F) shall serve at the pleasure of the President for a term. of four , years, except as provided in paragraph (5)(C). 

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

7 occurriri~ prior to. ,the expiration of the term for which the previous 

8 meQlber ':w.as .appointed shall be appointed for the remainder of such 
.;'" 

9 term. Appointed; members may continue to serve followina the 
, 

10 ·-expiration of their renns until a successor is appointed and qualified. 

11 (C) TER..r..tS.:-The terms of the initial appointed memberS shall be 

12·- for four yean and sb.all begin ou the date each member is appointed, 

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

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

IS five years. 

16 (6)AcrING OFFIClALS.-1n the event of a vacancy or absence of the 

17 individual in any of the offices descn"bed in paragraphs (2)(A) through (E), the 

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

19 (7) AU1HORIIY TO DEl.£OATE.-Each member of the Board specified 

20 in paragraphs (2)(A) through (2)(E) may designate another official ,who has 
i 

21 been appointed by the President with the advice and consent of the Senate 

22 within the same agency to serve as a member in his or her stead. 

23 (8) CoMPENSATION.-Members of the Board who are otherwise officers 

24 or employees of the United States shall serve without additional compensation 

2S for their duties as members, but shall be reimbursed by the Fund for travel, 

DRAFT PRINTED 11:35 am, June 15, 1993 
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1 per diem, and other necessary expenses incurred in the performance of their 

2 duties, in accordance with sections 5702 and 5703 of title 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 Level IV 

S of the Executive Schedule UIlder section 5315 of title S, United States Code, 

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

7 expenses incuind in tht? performance of their duties, inacc:ordance with 

8 sections 5702 iind 5703 of title 5, United States Code. 

9 (9) MttrJ:NGs.-The Board shall hold meetings at least quarterly. 

10 Special ~eetings of the Board may be called by the Chairperson or on the 

11 Written request of three members of the Board. A majority of the members of 

12._ the Board in office shall 'constitute a quorum. 
I' 

13 (c) OFFICERS AND EMPLOYEES.-The Board shall appoint a Chief Executive 

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

IS duties deemedappropri.ate by the Board. The Board shall appoint a Chief Financial 

16 Officer who shall oversee all oithe financial management activities of the Fund. The 

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

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

19 appropriate. The ChiefExecuti~e Officer, ChiefFmancial Officer, and up to 3 other 

20 officers of the Fund (but not inclucfu:lg the Inspector General) may be appointed and 

21 compensated without regard to the provisions of title 5 of the United States Code 

22 loverning appointments in the competitive service and chapters Sl and S3 of title 5 

23 of the United States Code, e~cept that the rate of pay for the Chief Executive 

24 Officer, including bonuses, beriefits, and alI other forms of compensation shall not 

2S exceed the rate for a position under Level I of the Executive Schedule under section 

DRAFT PRINTED 11:35 am, JUne IS, 1993 
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1 5312 of ti~e 5 of the United. States Code and the rate of pay for the remaining four 

2 officers, including bonuses, benefits and all other forms of compensation shall not 

3 exceed the rate for a position under Level IV of the Executive Schedule under section 

4 5315 of title 5 of the United States Code. 

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

6 (1) sball have all n~cessary and proper powers to carry out its authority 
I 

7 under this Act;· 
: 

8 (2) _Play adopt, alter, and use a corporate seal, which shall be judicially 
.". I 

9 noticed; 
.:' 

10 .-(3) may sue and be :sued in its corporate name and complain and defeJJ.d 
. 

11· . in any cowt of competent jurisdiction; 

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

13 governing the manner in which its business may be conducted and shall have 

14 power to make such rules: and regulations as may be necessary or appropriate 

15 to implement the provisions of this Act; 

16 (5) may enter into , and perform such agreements, COIltracts, and . 

17 transactions as may be d:eemed necessary or appropriate to the conduct of 

18 activities authorized under this Act, including those relating to administ:rative 

19 expenses of the Fund; 

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

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

22 m may utilize or employ the services of personnel of any agency or 

23 inst:n:r:mentality of the United States with the consent of the agency or 

24 instrumentality concerned on a reimbursable or non-reimbursable basis; and 

25 (8) may execute all instruments necessary or appropriate in the exercise . 

DItAFT PRINTED 11:35 am, June IS, 1993 
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1. of ~y of its functions linder this Act and may delegate to members of the 
I 

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

3 powers and respoosibilitiesas it deems necessary or appropriate for the 

4 administration of the Fund . 

.5 (e) WHOlLy-OWNED GoVERNMENT CORPoRATION.­
l 

6 (1) The Fwid shal1 be awholly-owned Government corporation in the 
, 

7 Executive branFh and shap be treated in all respects as an agency of the United 

8 States, e~~t tn··the extent this Act provides otherwise. 

9 (2) Section 9101 (3) of title 31, United States Code (the Government 
./' : 

10 CorpOration Control Act) is amended by inserting w(B) the Community 
• C rc.d..'t- . 

11 Banking and f)efeleptRCIU Fund." after M(A) the Commodity Credit Corpora­

12..- tion.. • and redesignating paragraphs (B) through eM) as paragraphs (C) through 

13 (N), respectively. 

14 (3) Section 9107(b) of title 31, uDited States Code (the Government 

l' Corporation Control Act) shall not apply to deposits of the Fund made pursuant 

16 to section 7. 

17 (f) I..rMrrAnON OF FUND AND FEDERAL LIABILITY.-The.liability of the Fund 

18 and of the United States Goveniment arising out of any investment in a co11lIIIWlity 

19 development financial instirution in accordaDce with this Act, shall be limited to the 

20 amount of the investment and the FUnd shall be exempt from any asses.sments and 

21 other liabilities that may be imP9sed on controlling or principal shareholders by any 

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

23 community development financial institution that receives assistance pursuant to this 

24 Act shall not be deemed to be an: agency, department or instrumentality of the United 

2S Slates. 

DaAFI' PRINTED 11:35 am, Juhe IS, 1993 
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1 SEC. S. APPLICAnONS FOR ASSISTANCE. 

2 (a) FORM AND PROCEDURES.-An application for assistance uo.der this Act 

3 sbal1 be submitted by an applicant in such form and in aCcordance with such 
I 

4 procedures as the Board. shall establish. The Board shall publish regu.la.t:ions with 

5 respect to application requirements and procedures Dot later than 1'80 days after 

6 enactment of this Act. . . 
7 (b) MlNIM'UM ~Q~.-The Board shall require that the application­

8 (1)~demohStrate to the satisfaction of the Board that the applica.n.t­

9 ~. CA) is, or upon the receipt of &. charter will be, a community 

10 . development financial Institution as defined in section 3(a) of this Act; 

11 or 

12-- (B) is a dep?sitory institution holding company (as defined in 

13 section 3 of the Federal Deposit Insurance Act) that includes, or will 

14 include, one or more community development financial institutions as 
I ' 

15 defined in section 3(a) of this Act; 

16 (2) demonst:ra.te that the applicant will serve­

17 (A) a targeteQ, population; or 

18 (B) an area which is­

19 (i) an mvestment area; or 

20 (ti) located in an empowerment zone or an enterprise 

21 co11UIItlnity designated under the Economic Empowerment Act of 

22. 1993.; 


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


24 under this Act, demonstra'te that the applicant~ 


2.5 (A) has successfully earned out its.responsibilities under this Act; 
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1 (8) has become or is about to become an entity that will not be 

2 dependent upon assistatlce from the Fund for continued viability; aDd 

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

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

(4) in the ~e' of:a community development financial institution with 
, . 

6 existing operatimis, demonstrate a record of success of servi.ng investment 

7 areas or targe~ popolations; 

8 (5L:include a detailed and comprehensive strategic plan for the , . 
9 orgaDintion that contains­

.:' 

(A) a basiness plan of at least five yearS that demonstrates the 

11 applicant is properly managed and bas the capacity to form and operate 

12·­ a community "development financial institution that is, or will become, 

13 a:o entity that 'Will not be dependent upon assistance from the Fund for 

14 contimled viability;' 

(B) a stateme~t that the applicant has, or will have, in its charter 

16 or other governing, documents a primary commitment to community 

17 development; 

18 (C) an analysis of the needs of the investm.ent area or targeted 

19 . populations and a strategy for bow the applicant will attempt to meet 

those needs; 

21 (0) a pian to' coordinate use of assistance from the Fund with 

22 existing Federal, goveIllIXlent-sponsored enterprise, and state and local 
I 

.23 assistance programs, and private sector financial services; 

24 (E) a stateme~t that the proposed activities of the appUcant are 

consistent with existipg.economic, community and bous.ing development 
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1 plaJlS adopted by or applicable to tbe investment area; 

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

3 otherwise coordinat,e with a full range of community organizations and 

4 financial institution$ which provide, or will provide, capital) credit, or 

.5 secondary markets in order to assure that banldni, economic develop­

6 ment, investment, affordable housing and other related services will be 

7 available within the, investment area or to targeted populations; and 

8 , ,,(Gj ~ch other information as the Board deems appropriate for 
i.,' 

,; ­

9 inclusion in the strategic plan; 

10 ,{6) "'demonstrate that the applicant wiD carry on its activities consistent 

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

12 .- targeted population;
; 

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

14 likely sources of funds to lnatch the amount of assistance from thePund with 

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

16 of this Act; and 

17 (8) include such oth~r information as' the Board may require. 

18 (c) PRE-APPUCATION OtJTREACR PROGRAM.-The Fund'shall provide for an 

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

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

21 requirements of this Act. 

22 SEC. 6. SELECTION OF INSTITUIlONS. 

23 (a) SEL.EcTION CRrrElUA.-'The BoardshaI1, in its discretion, select appllc:a· 

24 nons that meet the requirements of section 5 and award assistance from the .Fund in 

25 accordance with section 7 of thili Act. In selecting applications, the Board shall 
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1 consider applications based on,: but not limited to­

2 (1) the need of the applicant for assistance from the Fund and the ability 

3 of the holding company o.r other affiliates of the applicant to provide fu:ads in 

4 lieu of assistance from the Fund; 

5 (2) the likelihood of success of the applicant in forming and operating 

6 a community development financial institution that is, or will become, an entity 

7 that will not;be dependent upon assistance from the Fund for continued 
, 

8 viability; ,.' ., 
.;'..' 

9 (3) the range and comprehensiveness of the capital, credit, and 
,.1' 

10 development services to ~e provided by the applicant; 

11 . (4) the extent of the need, as measured by objective criteria of distress, 


12.- within the investmept ar~ or targeted populations for the types of activities 


13 proposed by the applicant; 


14 (.5) the likelihood that the proposed activities will benefit a significant 


15 portion of the investment: areas or targeted populations or, in the case of a 


16 community development financial institution with existing operations, evidence 


17 of a record of success in serving investment areas or targeted populations; 


18 (6) the extent to whiCh the applicant will concentrate its activities on 


19 serving low and very 10w;Income families; 


20 rJ) the evidence of the extent of a broad cross-s'ection of support from 


21 the investment areas or taigeted populations; 


22 (8) the experience a.1ld background of the proposed management team; 


23 (9) the amount of legally enforceable committnents available at the time 


24 of application to meet or exceed the matching requirements under section 7(d) 


15 and the strength of the plab for raising the balance of the match; 
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1 . (10) in the case of applicants that have previously received assistance 


2 pursuant to this Act, the extent to which they have met or exceeded their 


3 performance goals; 


4 (II) the extent to Y(hich the proposed activities will expand the employ-


S men! base within the inv6tment areas or the targeted populations; 


6 (12) the extent to which the applicant is, or will be, commuWty-owned 

, 
, . 

7 or community-governed;, 


8 (l3f'whether the applicant is, or will become, an insured community 


9 developll!~ financial in.stit:ution; 


10 " (14) whether the applicant is, or will be located, in an empowerment 

11 zone or an enterprise coinmunity designated under the EconoDlic Empower-

12'- mem Act of 1993; , 

13 (15) in the case of aD. uninsured, nondepository institution applicant, the _ 

14 extent to which the ~Oltion bas or will have the ability to leverage its 

1-' resources through affiliation with a secondary market, depository institution or 
i 

16 other financial intermediary in order to multiply the amount of capital or credit 

17 available for commnnity development; 

18 (16) in the case of aD. insured depository institution or credit union 

19 applicant, wbether the tnstitD.tion­

20 (A) bas or Will have a substantial affiliation with an entity or 
! 

21 network of entities that are community development financial institu­

22 dons; and 

23 (B) has a conlprehensive pIan for providing meaningful financial 

assistance to StIch an entity or network of entities; and 
. " 

(17) 'other factors d~emed appropriate by the Board. 
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1 (b) GEoGRAPHIC DIVERSITY.-In addition to the above, in making its 

2 selections, the Board shall seek: ~ fund a geographically diverse group of applicants, 

3 which shall include applicants from nonmetropolitan and rural areas. 
I 

4 (c) Pl;-:SUCATION REQUlREMENT.-The Board. shall publish regulations with 

5 respect to its selection criteria not later than 180 days after the date of enactmeDt of 

6 this Act. 

7 SEC. 7. ASSISTANCE PROVIDED BY THE FUND. 

S (a) Pt.TRPq$EOF:A.sSISTANCE.­
.;"" I 

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

10 business formation, economic growth, community development, and affordable , 

11 hOusini in distressed communities. The Fund shall coordinate its activities 

12.- with existing Fedepl abd other community and economic development 

13 programs. 

14 (2) Assistauce may be provided to an existing qualified community 

15 development tinancial institution to expand its activities to serve inveStment 

16 areas or targeted populations not currently served by another qualified 

17 community development financial institution receiving assistance under this 

18 section or to expand the volume of its activities· consistent with the pu.rposes 

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

20 purposes of this Act, or to assist an existing entity to modify its structure or 

21 activities in order to undertake activities consistent with the purposes of this 

22 Act. 

23 (b) TYPEs OF AssISfANc:E.­

24 (1) IN GENERAL.-.The Fund may provide financial assistance to 

2.S qualified community development financial institutions through equity 
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investmentS, loans, loan guarantees, deposits, and grants. The Fund may also 

provide tecllDical assistance, including trairiing, to qualified community 

development financial institutions. The alloCation of awards of assistance 

between insured and un.i.Iisured community development financial institutions 

shall be in the discretion of the Board, provided that due consideratioo shall 

be given to the allocation of funds to insured community developmemfinancial 

institutions. 

(2) PlNANOAL. ASSlSI'ANCE.-Tbe Fund shall structure financial assis­

tance lO"'Ctualifioo community development financial institution in such a 

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

U:y;titUtion and does not cpntrol the operations of such institution. The Fund. 

. will not be deemed to cdntrol such institution for the purposes of applicable 
-

laws. With respect' to equity invesnnet1ts, the. Fund shall bold only transfer­

able, nonvoting investments. Such equity investments may provide for ­

eonvero'bility to voting stOck upon transfer by the Fund. 

(3) DEPoSITS.-NQtwithstanding any other provision of law, deposits 

made pursuant to this section in qualified insured community development 

financial institutions shall not be subject to any requirement for colIl1etal or 
. . 

security. 

(4) LIMrrATIONS ON OBUGATIONS AND COMMITMENTS.-Direct loan 

obligations may be ~ed and loan guarantee commitments may be made 

only to the extent that appropriations of budget authority to cover their costs, 

as defined in SectiOD 502 of the COQgressional Budget Act of 1974, are made 

in advance. 

2S (c) AMOUNT OF ASSISTANCE.-The Fund may provide up to $5,000,000 of 
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1 assistance per year to anyone' qualified insured commu.n.ity development financial 


2 iDstimtion. and up tD51,OOO,OOO per year tD any other qualified community 


3 development financial institutiOll. The FtLtld shall have the anthority to set minimum 


4 amounts of assista.nce per institution. The Fund may not provide assistance to a 


5 depository institution holding ~ompany (as defined in section 3(q) of the Federal 

, 

6 Deposit Insurance Act) unless the holding company and its subsidiaries collectively 
• i 

7 meet the def'lnition ~f a community development financial institution as defined in 
. ~, 

8 section 3(a) of this Act. 
- ,.' •~ ',. I 

9 (d) MATCHINO REQUlRE.\m-.lS.­

10 (1) • .Assistance provided to. qualified insured com.mu.nity development 

11 financ'ial institutions, other than technical assistance or grants for technical 

12' assistance, shall be matched by no less than one dollar of private equity or 

13 private deposits for ~ch dollar provided by the Fund. The Board shall require 

1. a match for all other assistance, the amount and form of which shall be in the J 

IS discretion of the Board;: provided that, the Board shall in no event ~e 

16 assistance provided in me form of technical assistance or grants for technical 

17 assistance to be matched. The Fund shall provide no assistance except 

18 technical assistance or lgrants for technical assistance until a qualified 

19 community developmentfinanciaI institution has secured legally enforceable 

20 commitments for the en~re match required. Assistance may be provided in 

21 one lump sum, or over a period of time, as determined by the Board. 

22 (2) Assistance shall be matched with funds from sources other tha.n the 

23 Federal Govemment. 

24 (e) TER..\iS AND CO!'ot1)l110NS.­

25 (1) IN CiENERAL.-The Fund shall provide assistance authoriz~ under 
I 
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this Act in such form and subject to such restrictions as are necessary to ensure 

2 

1 

that'to the maximtlIll extent practicable­

3 
 (A) all assistance granted is used by the quali.fied commlmity 

4 development finan~ial institution in a man:oer consistent with the 

S purposes of this A~; 

6 (B) qualified community development financial institutions. 
7 recei:v~ assistance that are not otherwise reJUlated by the Federal 

8 Governmf!nt or by a State government are financially and managerially 

9 sound; 

10 /. (C) assistance resnltsin a net increase, both nationally aDd in the 

11 local communities ill which assistance is provided, in capital, credit, and 

12 development services; and 
-

13 (D) assi'stance is provided in a manner that encourages affiliations 

14 and partnerships between insured depository institutions, secondary 

l' markets or other so~ces of credit or leverage and local orga.niz:ations 

16 dedicated to commumty development. 

17 (2) CONSt.;1.TATION WITH BANKING REGULATORS.-Prior to providing 

18 assistance 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 case of an insured credit union, the 

21 National Credit Union Adhtinistration. 

22 (3) PERFoRMANCE OOALS.-.The Board shall impose restrictions on the 
, 

23 use of assistance through a stock purchase agreement, share purchase 
I . 

24 ajUeement, or througb a contract entered into in consideration for the provision 

25 of assistance. Such agree,ment or contract shall require institutions assisted 
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under this Act to comply with performance goals. The performance goals shall 

be negotiated between the Board and each qualified commWlity development 
. 

financial institution receiVin~ assistance based upon the strategic plan submitted 

pursuant to section S(b)(S). The performance goals may be renegotia1edjointly 
, 

as necessary or appropriate, subject to subparaaraph (f) of this section. 

Activity levels for insured community development financial institutions should 
, 

be determined by the Board in consultation with the approp~ Federal 

hankin& aaency (as defined in 12 U.S.C. 1813(q)) or with the National Credit 
I 

Union AdmittiStntion. 

(4) REvIEW.-At least annu.ally, the Board shall review the performance 
./ 

of each assisted qualified community development financial instirution in 

c8.n:ymi out its strategic :plan and performance goals. 

(S) REPoRTIl'!G.-jIbe Board shall require each qualified community 

development financial institution receiving assistance to submit an annual 

n::pon to the Fund on its activities, its financial condition, its success in 

meeting performance goals, and its compliance with other requirements of this 

Act. 

(I) SANCl10Ns.-On the basis of the review conducted pursuant to subsection
i . 

(e)(4) aDd the report required by subparagraph (e)(5), the Board may take appropriate 

action, including revocation of 'approval of the application, terminating or reducing 

future assistance, and requiring changes to the performance goals imposed pursuant 

to subsection (e)(3) or to the strategic pIan submitted pursuant to section 5(b)(S) of 

this Act. In the case of an insured community development financial institution, abe 

Board shall consult with the appropriate Federal banking agency or, in the case of 

an insured credit union, the National Credit Union Administration, before imposing 
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1 sanctions pursuant to this pardgTaph. 


2 (g) AlJTBORITY TO SELL EQUITY INVEsTMENTS AND LoANS.-The Board shall 


3 have the authority at any time to sell its investments and loans and may, in its 


4 d.iscIetion, retain the power to: enforce limitations on assistance entered into in 


5 accordance with the requirements of this Act. 


6 .(h) NO AUTHORITY TO U\1IT SUPERVISION AND REGuLAnoN.-Nothing in this 


7 Act shall affect any ~uth~rity orlthe appropriate Federal ba.tiking agency (as defined 

, . 

8 in 12 U.S.C. 1813(q» or, in the case oia credit umon, the National Credit Union 

9 A.dministration","·to sUI>ervise and regulate an insured community development 

10 financial institu.tiOn. 

11 .SEC. 8: ENCOURAGEMENT: OF PRIVATE ENrinEs. 
12 . The· Board may cause to be incorPorated, or encourage the incorporation of, 

13 .-private non-profit and fOr'-protit: entities that will complement the activities of the 

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

15 shall be limited to investing in and assisting community development financial· 

16 institutions in a manner similar t~ the activities of the Fund under this 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. CLEAlt:INGBOUSE F1JNCI'ION. 

20 The Fund. sh.all establish and maintain an information clea.rin.lhouse in 

21 coordination with the Departments of Agriculture, Commerce, and Housin,g and 

22 Urban Development, the Small Business Administration, other Federal agenci~, and 

23 community development financial institutions­

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

2.5 perti.nent to community development financial institutions that wil18.ssi.st in 
I 
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1 creating, developing, expanding, and preserving these institutions; and 

I 

2 '. (2) to cause to b+ established a service center for' comprehensive 

3 info~tion on financial. :technicaL, and management assistance. case studies 

4 of the activities of commtinity development financial iIlstitutions. regulations, 

5 and . other information that may promote the purpose of this Act. 
I 
I . 

6 SEC. 10. RECORDKEEPLNG:, REPORTS, AND AUDITS. 


7 (a) RECORDKEEPrNG.- : 

I 

8 	 (1) A' ~ified c0+nunity development financial institution receiving 
.• I 

9 assistance . from ·lb.eFund shall keep such records as may be reasonably
.':'- . 	 I 


I 


10 necessary to disclose the llisposition of any assistance under this Act and to 
.:' . 

11 ensure compliance with t:b:e require~ of this Act. 

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

13 .- compliance with ~ Act, ~to any books, doci.1Inents, papers, and records of a 
I 

14 qualified community develppment financial institution receiving assistance from 

15 the Pund that are pertinent to assistance received under this Act. 

16 (b) REPORTS.­

17 (l)ANNUAL REPORT.-The Fund shall conduct an annual evaluation of 
! 

18 the activities carried out pursuant to this Act and shall submit a report of its 

19 findings to the President ~ithin 120 days of the end of each fiscal year of the 

20 Fund. The report shall inc,lude financial statements audited ill accordance with 

21 section 10(c) of this Act. 
I

22 	 (2) INsrrnmONAL VOICE FOR. COMM'UNIJY DEV£LOPMENT.­
I 

23 (A) The Boatd shall conduct, or cause to be conducted, an 

24 	 ongoing swdy to ideptify and evaluate the:most effective and finarlcially 

15 SOUI.Id policies and! practices for assuring investment in distressed 
, 
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1 communities, incluCting smaIl business and commerciallendin&,business 

! 

2 formation andex?ansion, community and economic development, 

3 , commercial real estate and multi-family housing, and home mortga.&eS. 

4 In addition, the ~oard may study, or cause to be studied, related 
, 

S matters, such as identification of sources of and access to capital and 


6 loans for colllIIIUIlity investment; development of secondary markets for 


7 economic m:d community development, small business and commercial 


8 loans, and home mortgage loans and investments; methods to involve all 

, " 

9 segmentS. of the financial services industry in community development; 

, " .~' -. 


10 amfthe role of community investment in any financial services reform. 

11 .:" (B) CONSULTATlON.-In the conduct of the study, ,the Board shall 

12 consult, or cause cdnsultation with, ,the Office of the Comptroller of the 

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

14 Governors of" me Federal Reserve System, the Federal Housing Flnancc 

IS Board, the Farm Credit Admi:uistration, the Office of Thrift Supervision ­

16 and the National Ctedit Union Administration and such representatives 
I 

17 of agencies or other persons as the Board may determine.
I " " 

18 (C) REPORTS.-Within nine months after the date of enactment of 

19 this Act, the Board ,shall report to the President its initial findings and 

20 recommendations re~ding the matters set forth in subparagraph (A). 

21 Thereafter, the B03..fd shall report its findings and recommendations to 

22 the President with the annual report required by paragraph (b)(l). 

23 (3) lNVESrMENT, GOVERNANCE AND ROLE OF Ft.1ND.-Six years 

24 following the date of enactment of this Act, the Board, in accordance with the 

2S procedures descn'bed in paragrapbs (2)(A) and (B), shall conduct a study
'. 
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1 evaluating the strucmre, governance, and performance of the Fund. The study 

2 shall be submitted to the President. Such study shall include an evaluation of 

3 the overall performance of the Fund in meeting the purposes of this Act and 

4 any recommendations of the Board for restructwing the Board, altering 

S procedures under which the Fund is govemed, the future role of the Fund in 

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

7 private, self-sustaining entity capable of fll1tjlJ~g the purposes of this Act.. 

8 SEC. 11. INV'FSI'MENT OF :RECEIPrS AND PROCEEDS. 
• I 

9 Ally dividends -<:'11 equity :investments, interest on deposits, or proceeds from 
F 

10 the disposition of investments that are received by the Fund as a result of assistance 
./ i 

11 provided putStWlt to section 7 shall be deposited and accredited to an account of the 

12 _Fund eStablished to carry out the authorized purposes of this Act. Upon request of 

13.-the Chief Executive Offiger, the Secretary of the Treasury shall invest amounts 

14 deposited- in such account in public debt securities with maturities suitable to the 

15 needs of the Fund, as determined by the Chief Executive Officer and bearing interest 

16 at rates determined by the Secretary of the Treasury, taking into consideration cUrrent 

17 market yields on outstanding' marketable obligations of the United States of 

18 comparable maturities. AmOWlts deposited into the account and interest earned 011 

19 sucb amounts pursuant to this ~tion shall be available to the Fund until expended. 

20 (c) Ex.AM:rNATION AND AUDIT.-The General Accounting Office shall examine 

21 aDd audit the Fund annually. A:report regarding the examination and audit shall be 

22 promptly forwarded by the General Accounting Office to the President and the 

23 Congress. 

24 SEC. U. AUTHORIZATION OF APPROPRIATIONS. 

2S There are authorized to bel appropriated to the Fund, to remam available until 
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1 expended, $60,000,000 for fis~al year 1994, $104,000,000 for fiscal year 1995, 

2 $107,<XlO,OOO for fiscal year 1996, and $111,000,000 for fiscal year 1997 to carry 

3 out the pUrposes of the Act­

4 SEC. 13. TECHNICAL AND CONFORMJNG AMENDMENTS FOR SA VlNGS 

, ASSOCIATION coM.1\roNITV DEVELOPMENT INVESTMENT AUl'HORI­

6 TY. 

7 (a) Section S(c) of the Home Owners' Loan Act (12 U .S.C. § 1464(c» is 

8 ameoded by addinj at the end of paragraph (4) the fo~owing new subparagraph; 

9 wem COlmnunity Development Investments.- .' 
Investments designed 

10 primarily~~to promote the public w~, subject to the same limitations 
, 

11 imposed 6n national banks and 'state member banks UIlder section 6 of the 

12 Depository Institutions Disaster Relief Act of 1992. The Office Shall adopt 

13 regulations implementing ~e subparagraph that are no less stringent than the 
; 

14 regulations adopted by the Office of Comptroller of the Currency pursuant to 

15 section 6(a) of the Depository Institntions Disaster Relief Act of 1992.·. 

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

17 8E(a)(2» is amended by inserting "the Community Banking and Credit Fund,. 

18 immediately follOwing "the COmmodity Futures Trading Commission. It • 
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8eeti0ll 1. ftort Title 

The Act may be cited as the "Commmity Development Fi.na.Dcia.l 
Institutions Act ot 1993". 

"-'.. I 

JlAny o~,'tbe 'NatioD's u.rba.n areas, rural area.s ,a:Dd Indian 
R.e&e.rvations face critical. social. a.tld economic problems. The 
restoration and maintenance ot the econoa1es ot these cc:mam.mities 
vill requlrlif coord.i..nated ·lJtrateqies to promote lonq-tera econmdc 
and social viabUity. In:aany UX'balI and rural CCIIIDJllit.iea, low~ 

. and :moderate-inc:::oJae naighborboods, and on:Indian Reservations, 

. t.b.are is a lilhortage of capital a.:.Dd cr8ditfor business and 


affordable housing. Access to eapit:al &Del credit is essential to 

.- enal:Ile individuals a:D4 communities to beC01Ie sel.f':'sufticient. 

eo-cnlty development finallcia1 institutions, auch as nero­
enterprise loan tu:Dc!s, COJII.'JIl'W1ity deVelopment credit unions, 
COIiiOiII1JJ'1.i1:y c1a'Yelopment corporations and com_un 1t:y development -' ba.nka have proven their &:bUity to identify and respond to 

cc::r:amrc.nity nMCi.5 for capital, credit and develop3MJ1t services in 

the abaanc:e ot, or as a ¢o1Ifplement to, services provided :by 

t:raditional lenders.· ' 


'rh. purpoae of the Act is to create a community DeVelopment 
Ban.k..i.ng aDd Credit Fund that will sttpport a prograa of inveatlllent 
in and. assistance to a national network of COIIlIUn.ity developaant 
financial institutions. 

llecUoa ,. Def'i.DJ.Uou 

The Act contains det:1n1tions or teras, iDClU4J..ng a 

definition ot ·comntnit::y· developJD.a1lt fiDancia1 iDstituticm. II A 

CO'IDIImity developlleDt financial. instit1tt1on inc1uiles any bank, 

aavU1g...sacciation, credit Ullion, alcro-e.n.terprise loan fund, 

camrtmity dArvelop1le1'1t corporation, COEIWlity development 

revolviDq loan fund and any other org8.n.i.zation that (1) has aa 

ita pru.ary ai_ion the provision of capital, crecUt or 

davelopaeDt services irt investmeJ:1i: areas or tc popul.ations that 

U. lov-inca.e or disad'Va.l'Jtaged and uriderserved by u:isting 
financial institutions, ~d (ii) eDcoarages, tb:rough '. 
reprasantation on its governing board or otherwise, the input of 
residents in the invutmQnt area or the targeted population. 'lha 

1 
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term - investlllent area- means an identifiable cCJlllm11l"l..ity that 
meets criteria of distress a. determined by the l"'wld• 

• eQUOIl ... Bsta:bUshment of Jlatioaal l'1Du! ~or Co:IIIIInm:iq 
~Op8J:lt. "'D"111g 

~is .action provideS for the establishment of a body 
corporate known as the Cc::Jlm'IRlDity Ba.llkinq 2lDd cred.1t Fand (the 
-!'U.nd-) • "!'he Fund .will :be manaqe4 by a nine-.eJlll:wu" Board of 
.Directors (the wBoal:'d-). : The Secretary of Agriculture, the 
Secretary of CtxmDeree, the secretary of BousiJ:19 aDd t7rba.ra 
Dcrvelopa.:nt, the S~etary of the Treaaury a.:n4 the l.d:ministrator 
of the SlIa..lI Ba.sine.ss Adm; nist::ration (or their designees) vill 
serve a. me.JIbers-of the Board. The reJlBin:1nq four membera vUI 
be private ditizens appof.!nted by the President and confirmed. by 
the senate. '1!hase ind..ivi.duals aust collectivAly represant 
cc1llmUnit:y qt:oUps, bave exPertise in the activities and. operations 
of de}?OSitory institutions, and have ~ise in community 
development and landinq. ! ~e appointed aemba:rs wUl .erve for a 

, term of fow: years, except that tha initial terms of two of the 

appointed. lIlambera will be five year$. The Pre.sidft.Dt rill appoint 

a chairpe.rsoa. fram aJIlOJlg the appointed meahen and a vice­

.- c::h.a.irperson troll aJIOI19' the "!!Amber. of the l!IOard.. Both tha 
chai.rperson aM the viee-cha.irpersan wUl aarve in t:.hose offices 
for ta:I::wa of two years. _ 

'fba ~ of the BoarCl that are otherwise employe.. of the 
onited State. vill racaive no adcliticmaJ. ccmpensa.tion for service 
On the Board, but will be reimbursed by" the Fu:nd for travel, Per 
diem, and. other naces.sary expenses incurred in the pe.rfor.ma.nce ot 
their duties. '!!he appointed me:abers vlll be ecmpensated at a 
rate equivalent to the daily rate for a poaition un.der Level IV 
of tho lbcecutive Schedule'• 'lhe appointed 'JM!lPhers say uao be. 
reJ..aburaed for travel, per d1_, and other Dec.as.ory eJ£Penaes. 

I _ 

'1'ha JSoa.rd is reqW..red to hold .eetiDgs at least quarterly_ 
Other aeetin.qIJ of the l3oe..;rd may be held on the ca.ll of the 
ch.a.irperson or at the request ot at least three lIoard mQ'lJ):)ers. A 
majority ot the members 0-,. the Boa.rd1D oUica vill constitute a 
quorua. 

'rha Board. IllUSt appoint a Chief' l!!Xecutive Officer, a Chief 

Financial Officer and an Inspector GeDUaI. !!he Chief Executive 

Officer vill be responsU,lefor the '&Anagement of the l"Und and 

such other duU.. as the 9oa.rd deems appropriate. '1'h.e Board· ..y 

fix the c:o.pensation of the Chief Executive Officer, the Chief 

Financial Officer, and up to three othar officers of the Fund. 

vitbout regard to the statutory goverDSllel\t pay scbed:u1a, e:xcept 

that tho co.pecsation fo~: the Chief Ezecutive Officer may not 

exc.ed the :rate of pay for a position under Level "I of the 


I .. 
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ExecutiV"e SchedUle and the rate ot pay for the four remaining' 

otficera .mJ!y not exceed the rate for a position under Laval XV of 

the Executive SChedule. ,A11 other employees of the 1"un4 vUl be 

campenaated as employees, of the United States. 


Section 4 enUJD.erate. the general. powers of! the 1"W14, 1d1ich 

include the power to. sue and be sued in its corporate name and to 

enter into and perform ag-r"'Qllts, inc1'1:ld.i.Dg tho.. rel.at.ed to 

acm.inistrative axpe.n.ses of the Pwld. ~e P\md is aleo authorized 

to utilize the services of personnel of any other aqe.nq on a 

re.imJ:mrs.able or non-reilnbursa.b1e basis with that agancy's 

consent. 


'!'be !'uDd vill be a vnolly-owned Govermaent corporation and. 

vi1l be treated !is an aqency of the Onited States Wllea. provided 

otherwise by the.;~. ' 


... :,.... 
.­

-.otio.!' s. applioatioD.B t'o~ &a.1.t••oa 

'1"h.i.aJ section reCsuirea the Board to pUl:>li.8h regulations 
. 	~ procedures and fOrlU for applications for assinanC8 
. 	from the !'tr:nc! not later than 180 days after enac:t:ment of the Act. 
In order to be e.liqib1e as a threshold matter to apply for 
&Ni.ta.nce frOil the PuDd, an appUcant:must~ (i) daaonstrate to 
the satiataction of the Board that the appUc::a.nt is, or vU1 be, 
a CQJ!!WI.m1ty development financ.ial. institution or is a cMpositcty 
institution holctinq company that includes er vi.ll include a -' co_unity development financial institution;, (ii) demonstrate 
that the app1ieant will ~erve what i. de.fiJ::aed in the Act as a 
t:argetad. popu.lation or an invutaent a.raa, or that 'the area to be 
aervGCl i. located in an ~t zone or an enterprise 
couunity desic;nated UDder the Econoaic EIIpoWe.r:ae.nt Act of 1993; 
(i li) deaolll5trat.a t if the applicant previou.sly has rece1ved 

a...illta.n.ce troll the Pund, that the applicant has been successful 

in carryiDq out the purpOses of the Act, that the applicant is, 

or 15 about to bec:oJae, an entity that is not depe.Ddent upon 

asaistance frCl1l the P\tnd for continued viability, and tb.at~. 

applicant vill expand its services; (iv) deJlOnatrat., if the 

applicant i. a coJP'lll'll'llity development financial institution vith 

exist1.nq operations, a record of success in ae:rvinq investment 

areas or t&.rgeted populations; (v) include vi'th Its application a 

co.pAhensi".. 8trat.qic plan which oe;ri::stains required elementS 

that vill ~te the applicant'scoait:mant to servinCJ 

COD.un!ty davel~t needs and to bea:m.i.Dq a community 

developa&llt financial institution that vil.l not be d.ependent upon 

....1stance traa the FUnd for COfltinue4 viability; (vi) inc::::lude 

with its application a statement of the applicant'. 11kely SOQrCe 

ot private runds 1:0 meet any :match.i.ng requireaent under section 

7 (d) of the Act: and (vii) include with its application any other 

intoraation required by the Board. 


http:match.i.ng
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This section also r~ the 1'111:14 to coDduat a pre­


application outreach ~roqraa that w:Ul identi.ry ancl provide 

infOcu.UOD to potentl.a1 applicants an4 will increaaa the 

capaoity -of potential. a.pplicants to .eat the application an" 

other re.qutr.aants oftha Act. 


, 

8eot..ioD.. 8e1.ection or DUrtibltiolW 

'l'h.i.s ~ectiol'1 requ.ir8fi the Board, iD its <Uscretion, to 
Mlect applications sublLitted \lDder MCtion 5 and to award 
assill'tal:lce fraa the P"U.lI.d.: In mak:.iDg' its Mlect.ion.a, the Board is 
required. to 8Vlllua~ applications be.sed on 1.6 seleotioncriteria. 
Th. 16 selection criteria are dasiqned to ensure that applicants 
vith the .oIIt proaisQ for fulfi.UiDq the purposea of the Act are 
avardad asaista,n¢e. The criteria require the Board to consider, 
a:aonq other thinc;fs, the need of the applicant :for assistance :from 
t:.ha Fund &D4:the ability of the holding c-CllpaDy or ~fUiat.s of 
the applicant" to provide fuDds in lieu of _istanoe from the 
Fund. In aMition to the selection criteria, the Board i. 
perait:ted tc:i consider any other taeton it deema appropriate wen 
evUuati..n9 applications. 

The Board is -req;uir~ to publish regulations reqa.rd..i.Dq the 
selection criteria not later than 180 Clays after anact:aent ot the 

.- Act. ! 
! 

..cUOIl 7. U.istaD~ novide4 ~ the h:D4 

'!'his sec:tion pendts i the !'UncI to provide fin.ancial 
assistance to quali:fied oommunity development t'immoiaJ. 
institutions in the fora of equity inve$bumi:s, loans, loan 
guarantaas, deposits and qrants. The PUnd. JAay also provide 
technical aa81staDce, including tra.:lll.inq, to qt:Jal 'fied CO'lDJIl2nity 
4evelopsant finanoial institutions. The allocation of avarc!s 
:between i.nsu.red and uninsured ccmrnndty development fiDancial 
in.stitutic:ma 1a in the discretion -ot th8 Board, provided. that due 
consideration i. given to the all_ooation of' fu:nds ,for the 
esta.blishJMnt of insured commmity dev.lo~t finaDcia.1 
instibltiorw • 

1!h1s section also requires equity 1Dvest::JDants held" by the 
Fund to be in the fora of: transferable, DDnvotiDg !Dvestae:nta. 
Such equi t:y i.m'estments may provide for corrvertibl i ty to voting 
.took upon disposition of: the interest by the 1'uDd. The PUnd is 
di..rected. to structure its investmanta in such a aanner that it 
will not own IIOre than 50. percent of the equ.i:t:y of an institution 
and vill not COfttrol the operationa ot the i.zwtitutiors. 'rhe Pund 
will be d • ...a not to cODtrol any institution reoeivincJ riDaDcial 
....i.tance for purposes ot applicable laws. 

The P'U.nd may provide. up to $5 mi1.~ion of assistance per. year 

http:potentl.a1
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to anyone quuifieci insured C01IIlIU.n1ty development financ.ial 
inatitution and up to $2l1illion per year to any other qualified 
collllllUnity deve.lopment financial. J.nstitution. 'l'h.i.8 aec:tlcm alao 
prohibits the Boa.:rd from proviclin9 aNistance to a d.e.pository 
1.nstitution holctinq cOmpaJ:ly unless the holding co:apany and its 
affiliates collectively aeet the definition of a community 
4evalopJleht financial institution as cler1.ned in section 3 of the 
Act. 

'.rhi..& aect.ion requ.ir~ all qua.lifled insUred community 
. c:1avelopll!.C.Ot financial inStitutions re.ca1yinq assistance to aatc:h 
tl:I.e usistance 'liitb at least one dollar :trOll private sources for 
each dollar provided by the P'und., u.cGpt that an insured 
cOllJllunity development financial institution vUl not be requ..ireCl 
to .atch t.ebnical assistance provided by the PuDd or grants for 
tacbnical aSillata.nce. A. aateb vi1l be. requ.i.rad tor all types of 
assist&.nce prcvid-e4 to other coamunity d.evelopment fiAanciaJ. 
iDstitutioM, and. tlle aJD.Ount and fora of tlJ.e u.tc:b vill be in the 
discretion of the Board.. 'rha BoarcI, however, uy DOt require 
t.bat tachnis::al assistance. or grants tor technical. ...istaDoa to 
com:mun.ity dAtvelopu.nt fihancial institutions be matched. '1'.b.e 
Fund. ...y not provide any ..si.Ata.nce ucept tach.zUcal. a.&sistance 
until legally enforceable CCIJIImit::manta for the entire rwqu.i.re4 
aatell have been 8eCU.r11d.' 

.- .'fhe Fund ilS ;required to provide a.ss1stance in sueb toras and 
aubject to such restrictions that vill assure, uonq other 
th~, that assistance ·froa the PUnd. i. used in a aanner 
consistent with the purposes of the .let aDd. that institutions not _. 
federally requ.lated aref1na.ncially a.Dd aana;arially atal>le.. 
Before provid..iJ:lq assistance to an J.nsu:red community clevelopJIent 
f~e1al institution, the Board is dira.cte4 to consultvith the 
appropriate I'eclaral requlator. '1'h. Boa.rd is requ.irad to ~se 
negotiated part'oraanee goals Oil qualified e<mJim'Dity cleyelopaent 
ti.n.a.ncia.l i.natitutions receivi.:Dq assistance baaed on the 
.trataqic plan 8Ubaittad in the i.nstitution'. applieation. 
Institution. receiving •••istanca a.re.required to sul:aait an 
&1Ulu.aJ. report to the Pwld. anCI the. !"I.:a¥l 1. required. to review the 
pe.rt'oru.nc:. of the institutionJI. BaMd on the review, the Boa.rcI 
aay apply appropriate &anetions aqawt an iD.8titution receiving 
assistance, 1nclud..i.ng revocation of appr~ o.f the application, 
taraination or rec!uction of future ...istance or cha.Dqin; 
perforaa1')C8 goals or ele:aents of the iNrtitution'. strateqic . 
plan. 

'!'hilS -..etion also permits the Board to sall ita 1Dvut.':llaZlts 
at any u.e and pe..raits the Boa.rd to nt:a.i.n the power to continue 
to enforce any li:a1tatiODS placed on the asaist.anoe. 

I 

1'h1.a section al.sa charifies that the Act cSoQa not &.ffeet the 
authority of azry Pederal ba.nki.ng regulator to supervise aDd. 
reqtllate an insured CCIIIIIunity d.evelC>ple.nt t'i.na.Dc1al 1n.stitution. 
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aec:t.1Oll 8. BnCour~aa8!lt of ft'ivate bUti. 

,'!'be Boa.l:'d -.my cause' to De incorporated, or encouraqe 
incorporation of, private, non-profit a.n4 tor-profit corporations 
that will CCIIIPlement the Iactivities of. the Fund in carry1.nljJ out 
the p~QS of the Act.: The purpoaea of' the private entities 
will be liaited to inVestiDg' in and assisting cOlllFmity 
development financial institutiorw. 

~ 

Th. Fa:D4 is required by this section to estaDlish and 
maintain an information clearinc;house that will assist ill 
creati.Dq, developing and expa.:n4.i.nq community devel.opment 
financial inatitiltiona. ' 

, " 


','
;. ­

;' 

Th.1.s section requires quallfiad COJIlIIUD.ity development 

tinancial institutions r~ivinq assista.nce to maintain all 


, nco:t1ia necesn..ry for ~i.nq ccmpli8llCe with the Act. 'the!"\md 
will have access to all books a.nd records, ot such institutiona 
for the purposes of dete.r1ai.ning CCJlqj)lfance with the .let. 

'nl. 1"UD4 is raquiredto submit a report a.nnually to the 
Pre&1dent evaluating the ,activities of tha Fund. The report is 
to be INbaitted not later than 120 days after the e.n4 ot the 
tiscal year of the !\1nI1. i III addition, the Board is requ.1red to 
condUct, or causa to be eooouetad, anongoi.J::lq study of thelllost 
etfeeti•• and financ:1al.ly sound policies for co1l8Wtity . 
dn'elo~ and the roleot comn:m.1ty development in any . 
tinancial se.rvi.c:as reto:t:a. In the coDduct ot t:ha ongoing study, 
the Board is r~red to consult, or cause cc:msultatiOJ1,vith the 
Pe4eral ba.nki.nc.:J regulators and other aA;J&DCias. ' An initial. report 
OIl the ongoi.nq atady a:ust: be suhmitted to the Pr..ldCllllt within 
nina lIOntha of the data of enact::maut of the Act. . 

'l'b.is section a.lso r~res the Board to CODduct an 
additional lltudy aepara.te from tba annual report aDd the onc.iJoing 
study six years att.er e:naC'bDe.nt of the Act. This study vUl 
evaluate the structure, governance and performance of the l"und 
and will contain the Board I s recommand.iltions tor cbanqes in the 
operatiClill.& ot the Fund. 

, ' 

1'ba 1"Wld rill be audited annually by the GQnera..l A.ccounti..,ng 
oftice. Tha resu.lts ot the audit will be forwarded to the 
Pr••ident ancl to congress. ' 

I 
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a.c:U..OA 11. 	 xnveat:aUmt or bcaipt. &:D.4 ftOCee48 

'lb.i. section provides that dividends OIl 8Cj[Uity investmants, 

intereat· on deposits~ cmd proceeds from the disposItion of 

invutmants pursuant to section 7 vUl be deposited in &D account 

••ta.blisb~ to carry outtha authorized purposes of the .Act. 

Upon requut of the Ch.ief Executive Officer of the Fund, the 

tu.nds in the account vill be invested in public debt sec:u.rities 

that bear interest at a rate dete.ra1ne4by the secretary of the 

TreaSury. The account vill :t:>e available for use by the Fund in 

ca.rryi.ng out the parposes of the Act until the I'U1lda are 

e~ed. ' 


.eotioa 12., 	 ...utllori~at.ioll ot ap,ropri,atlou 
( , 

Thi. section authorizes apprcpriationa to the Fund of $60 

million in ri~ year 1994, $104 million tor fiscal year 1995, 

$107 aillion:~for fiac:al year 1.996, and $11lailllon for fiscal 

year 1997. 


8eatiOA 13. 	 ~.cbic&l and CoJlforwing" ~_c1II.nts .or 8&"f'i1a98 
a..ociatioJl co-atrnit:7 DevalOpeDt Illv-t::.at 
autl:lcritr.- , , ' 

'l'hi. MCtion awends the Bome OWners' Loan Act to coa..t02:1l the 
oOJDlUDity deVal.opaent invest::JDant authority of 8av1n~ 
uaociationa to that of national baDks and state banD UDder 
aection 6 of the Dapoaitory I:.n&titutiolW DiA.ster Relief Act of 
1991. '!'he uaandment would a.utho:r:i.ze savings usociations to . 
invest in any oftha private corporations formed in conjunction 
with the FUnd and in other coaanmity devel.opsent projects to the 
u.s extent u paraissible tor national. DaI1lcS and state banks. 

" 

f 
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THE WHITE HOUSE 

WASHINGTON 

DATE: 2-115/9'3 

CkeClL: E:ASCO 

JOHN D. PODESfA 

Assistant t~ the President and 


Staff Secretary 


I 
The attached has been forwarded ! 
to the President " " u(\.lr I 
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THE WHITE HOUSE 
WASHINGTON 

February 15, 1993 

Mr. President, 

Attached i~,a memo'from Ron Brown on 
why your community development bank 
initiative should be located in the 
Commerce Department. 

The NEC and Domestic policy council are 
coordinating an interagency task force 
on COBs and want time to staff and make 
recommendations to. you on the 

;, 	 structural issues, such as which agency 
will take the lead. Ron and his staff 
understandthis'and are part of the 
task force,: but wanted to let you know 
why they felt COBs would find their 
natural home at. Commerce. The first 
meeting of the task force is today•. 

Incidentally, please note that Ron's 
memo is dated February 4.1 am not 
sure what happened, but it only came 
across my desk yesterday, neVer having' 
been logged into our office in the 
usual manner. In any event, I talked 
to Ron this morning and he is 
comfortable with theNEC interagency 
p~qcess, but wanted you to be aware of 
his views.' . •.~ 

J n Podesta 
I. 

cc: 	 Mack, Rubin, Rasco 



THE SECRETARY OF COMMERCE.' 
Washi~gton. D.C. 20230 

MEMORANDUM FOR 	 THE PRESIDENT~'. 
. 	 . ,l . 

FROM: 	 . Ronald H. Brown I 

RE: 	 Community Developmerit Banks he Commerce 
Department 

, 
DATE: 	 February 4, 1993 

Introduction 

I share your Vl.Sl.on that 'community development banks will help to 
revitalize urban and rural communities that now suffer from a 
shortage of capital. These institutions will help to create jobs, 
expand private enterprise and build the economic and social infra­
structure of these communities. The few community development 
banks in existence today have strengthened the communities in which 
they operate. As you have indicated, the only way to ensure the 
expansion of these banks is through the commitment of government 
resources coupled with private resources and expertise. This 
public-private partnership would be a unique method of providing 
capital to under-served c?mmunities. 

Discussion 

The community development banks (COBs) have the same mission as the 
Department of Commerce -- to use government as a tool that helps 
businesses and communities create jobs and achieve long-term 
economic growth. I believe Commerce is the right place for COBs 
for several reasons: 

i 
, 0 	 Commerce knows how to provide ,assistance for economic 

revitalization lof distressed communities and for 
expanding the number of minority entrepreneurs -- two 
prime objectives' of the COBs. Indeed, ·if COBs were part 
of the Department, the current economic development 
activities would· be made more efficient and cost­
effective, resulting in Departmental savings. 

o 	 Commerce can help community banks get going. For 
example, . existing programs could be used to provide 
start-up advice to prospective bank operators who wish to 
start a COB. ' 

http:Vl.Sl.on


o 	 Commerce knows: how to help bus:iness customers of COBs as 
well. . Commerce is the only cabinet agency with 
experience in :commercial business, development and with 
particular experience in the start up of manufacturing 
and high-technology enterprises.' Commerce currently 
provides management assistance information as well as 
advice to expc;>rters looking for markets abroad. But 
right now many of these business-people lack what 
community bank~ will deliver -~ a reliable and accessible 
source of capital for community-based institutions. 

By contrast, other possible locations would not equally well serve 
the mission of COBs. 

o 	 Commercial banks will view COBs as unwelcome competition 
for existing "1;>ankable" low income loans. But;, because 
commercial banks are not regulated by the Oepartment of 
Commerce, there can be no argument that this department 
is being diverted from its historical mission. 

o 	 COBs should have a broad mission, emphasizing small 
business development in central cities and rural 
communities. :The mission of COBs should neither be 
tailored to meet just housing finance needs nor adjusted 
to those of a ,social services agency; in either event 
slighting the need for commercial development. In the 
Commerce Oepartment ,. on the other hand, the emphas is 
would be on creating the COBs in a fashion that would 
serve a broad range of community-based needs. 

Of course, other agenci~s have experience that would be very 
helpful in the implement~tion of this program. You can be sure 
that if we had the COB program, I would reach out to my colleagues 
in the Cabinet and search out expertise from both the private and 
public sector in order 'to implement the best-designed program 
possible. 

Conclusion 

Placing COBs at Commerce ~ould fulfill two central purposes of your 
community-bank proposal. It would provide a supportive environment 
for the development of community development banks, and promote the 
efficient and effective delivery of capital in conjunction with 
other business development services. 

,Once you give the go ahead, I will pull together the necessary 
internal and external brain power to move rapidly to the next 
stage. 


