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Pi;incipls of Administration’s Commdnity Development
: Financial Institutions Proposal

Creation of Fund/Governance. A Fund will be created to provxde 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 commercxal banking. A CEO
appointed by the board will manage the Fund.

Fund A Full Range of CDFIs. All types of existing and new CDFIs w1ll be eligible for assistance, e.g:,
community development banks, community development credit unions, revolving loan funds, micro-loan

- funds, minority-owned banks, and commumty development corporations. No set asxde of funds is allotted
for any one type of CDFL

Mission. To be eligible for assistance, a CDFI must have a primary mission of lending to and developing
an underserved target area or population that is low income or disadvantaged. All CDFIs must present
a strategic plan in their application which clearly states how they will meet the economic and community
development needs of their targeted communities.

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

Types of Assistance. The types of assistance provided by the Fund will include capital and technical aﬁd
training assistance, with the specxﬁc allocatlons of the types of assistance left to the discretion of the
Fund.

Community Reprcsentation A criterion for receiving asmstance from the Fund is the extent of
community mvolvemem in the CDFI

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

Promotion of Self-Sustaining Insmutnons A criterion for receiving assistance from the Fund is the
llkBllhOOd of the institution becoming. self—sustammg

Limits on Assistance. Separate limits are placed on the amdgnt of assistance that each insured CDFI
or other type of CDFI may receive from the Fund. -

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

Safety 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.

Clearinghousé. The Fund will establish an information and service network in order to help CDFIs
provide community and economic development assistance.




A BILL

To facilitate the establishment of community development financial institutions.

1 Be it enacted by the Senate and House of Representatives 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 Fiﬁancial

5 Institutions Act of 1993", ’ | |

6 SEC. 2. FINDINGS AND PURPOSE.

7 (a) FINDINGS.—The Corilgress finds that—

8 (1) many of the Nation’s urban and rural co‘mmunitjes 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 (:»pportunities;~ | | |
12 (2) the restoration and maintenance of the economies of these communi-
13 ties will require coordinated de§e10pment strategies, intensive supportive |
14 services, and increased éccess to capital and credit for development activities,
15 including investment in ‘businesses, housing, commercial real estate, human
16 development, and otheriactivities that promote the long-term economic and
17 - social viability of the community;
18 (3) in many urban and rural commuhities, low- and moderate-income
19 neighborhoéds, and Indian reservations, there is a shortage of capital and
20 VV credit for business and affordable housing; |
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2 |
(4) access to caf)ital and credit is essential to unleash the untapped
entrepreneurial energy of America’s poorest communities and to empower
individuals and communities to become self-sufﬁcient; and |
(5) community deveiopment financial institutions have proven their
ability to identify and respond to commumty needs for capital, credit, and
development serwces in the absence of, or as a complement to, seryices
prov1ded by other lenders | L

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

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

and assistance to community development financial institutions. The Community
Development Banking and Fmanc1a1 Instltuuons Fund will provide financial and

technical assistance, mcludmg training, to commumty development financial

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

voice for community development. The community development financial institutions
that the Community Development Banking and Financial Institutions Fund supnons
will provide capital, credit, anci development services to targeted investment areas or
populations, Vand will promote economic revitalization and community development.
SEC. 3. DEFINITIONS.

(a) APPROPRIATE FEDERAL BANKING AGENC?.—-—The term "appropriate Federal
banking agency" has the same meaning .given such term in section 3(q) of the Federal
Deposit Insurance Act (12 U.S.C. 1813(@).

(b) COMMUNITY DEVELOPMENT FINANCIAL INSTITU’I‘ION —The term
"community development financial institution” means any bank,’ savings association,
depository institution holding company, credit union, 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 provisionf of capital, credit', or .developme_nt services in its
investment areas or to targeted populations; and

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

A depository institution holding company may qualify as a community development
ﬁnancialr institution only if tvhe holding compahy and its subsidiaries collectively
satisfy the requirements of pgragraphs (1) and (2). No subsidiary of a depository
institution holding company may qualify as é.community development financial
institution if the holding corripany and its subsidiaries collectively do not meet the
requirements of paragraphs (1&) and (2). The term "community development financial

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

‘agency or instrumentality of any State or political subdivision thereof.

(c) DEPOSITORY INSTITUTION HOLDING COMPANY.—The term "depository
institution holding company"” fhas the same meaning given such term in section 3(w)
of the Federal Deposit Insurance Act (12 U.S.Cl. 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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| 4
(2) financial and credit counseling services;
(3) marketing and management assistaxice; and
(4) administrative activities associated with lending or investment.

(e) INSURED COMMUNITY DEVELOPMENT FINANCIAL INSTITUTION.—The term
"insuvred ccmmﬁnity development financial institution” means any community
development financial institution that is an insured depository institution. The term
also inc]udeé an insured credit union which has been designated as low-income by the
National Credit Union Admirﬁétration. |

(f) INSURED CREDIT UNION.—The term "ihsured credit union" has the same
meaning given su'ch term in ;section 1/01(7) of the Federal Credit Union Act (12
U.S.C. 1752(7)). ‘ | |

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

| (h) INVESTMENT AREA'.E—The term "investment area" means an identifiable
community that— | |

(1) meets obj‘ecti&e criteria of distress, including the number of low-
income families, the extent of poverty, the extent of unemployment, the extent
of unmet credit needs, the degree of availability of basic financial services, the
degree of limited access to capital and credit provided by existing financial
institutions, and other factors that the Fund determines to be appropriate; or
(2) is located in an empowerment zone Or enterprise community

designated under section 1391 of the Internal Revenue Code of 1986.
(i) QUALIFIED COMMUNTY DEVELOPMENT FINANCIAL INSTITUTION.—The

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

) TARGETRD POPUL‘ATION‘ —The term "targeted population" means an
1dent1ﬁable group of low-income or d1sadvantaged persons that are underserved by
existing financial mstxtutxons
SEC. 4. ESTABLISHMENT OF NATIONAL FUND FOR COMMUNITY

DEVELOPMENT BANKING.

(a) IN GENERAL.—There is created and' chartered a body corporate to be
known as the Community Development Bankihg and Financial Institutions Fund
(referred to in this Act as the’ "Fund") that shall have the powers and responsibilities
specified by this Act. The F;und 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 m Washington, D.C.

(b) BOARD OF DIRECTORS —

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

vested in a Bo,ard of que_ctors (referred to in this Act as the "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 Sjecretary of Housing and Urban Development.
(D) The Secrefary of the Treasury.
(E) ;I‘he' Aidministrator of the Small Business Administration.

(F)‘ Four fpri',vate citizens, appointed by the President with the
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6
advice and consént of 'the Sénate, that collectively—
(i) represent community groups whose constituencies
include 10W-income persons or residents of investment areas,
(ii) have expertise in the operations and activities of insured
depository institutions, and |
(111) have expertise in cominunity 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 paragraph (2)(F) a chairperson of the
Board, who shall serve ét the pleasure of the President for a term of two years.
4) VXCE-CHA'IRPERSON .——-—Thé President shall appoint from among the
members specified in baragraph (2) a vice-chairperson who will serve as
éhairperson in the absenﬁce, disability, or recusal of the chairpefson. The vice-
chairperson shall serve at the pleasure of the President for a term of two yeéré.
(5) TERMS OF APPOINTED MEMBERS.—
(A) IN GENFRAL.—EaCh member appointed pursuant to paragraph
(2)(F) shall serve at the plea;ure of the President for a term of four
' years, except as provided in paragraph (5)C).
(B) VACANCIES.—Any mg:rnber appointed to fill a vacancy
occurring prior t6 the expiration of the term for which the previous
" member was app’ointed 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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(C) TERMSE.—‘Theterm_s of the initial appointed members shall be
? for four years anﬁd shall begin on the date each member is appointed,
except that two of the members iniﬁally appointed pursuant to paragraph

(2)(F) shall be de}signated to serve at the pleasure of the President for

- five years. ? | -

(6) ACTING OFFICIALS.—In thé event of a vacancy or absence of the
individual in any of the :ofﬁce,s described in paragraphsr(2)(A) through (E), the
official acting in that ofﬁce shall be a member of the Board.

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

(8) COMPENSATION.-—Membérs of the Board who are otherwise officers
or employees of the Un:ited States .shall serve without additional compensation
for their duties as memﬁbers, but’shall be reimbursed by the Fund for travel,
per diem, and other necessary expenses incurred in the performance of their
duties, in accordance \ifith sections 5702 and 5703 of title 5, United States

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

‘compensation at the daily equivalent of the rate for a position under Level IV |

of the Executive Schedule under section 5315 of title 5, United States Code,

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

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

sections 5702 and 5703 of title 5, United States Code.
) MEETINGS.—jThe Board shall hold meetings at least quarterly.

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

the Board in office shall constitute a quorum.

(c) OFFICERS AND EM}%LOYEES.—-The Board shall appoint a Chief Executive
Officer who will be responsible for the manégement of the Fund and such other
duties deemed appropriate by:thé Board. The Board shall appoint a Chi;f Financial
Officer who shall oversee all cz)f the financial management activities of the Fund. The
Board Shall also appoint anlr@xspector‘ General. -T_he Board may appoint such other
officers and employees of the 'PundA as the.Board determines to be necessary or
appropriate. The Chief Execqtive Officer, Chief Financial Officer, and up to 3 other
officers of the Fund may be appointed without r¢gard 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 Il 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 position under Level II of the Executive Schedule under
section 5313 of title 5 of thé Qnited States Code and the rate of pay for the remaining
four officers shall not exceed jtihe rate for a position under Level IV of the Executive
Schedule under section 5315 of title 5 of the United States Code. |

(d) GENERAL PO\\’ERS_.;-—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, aIier, and use a corporate seal, which shall be judicially
noticed\;

(3) may sue and Se suéd in its corporate name and complain and defend
in any court of cdmpeteﬁnt jurisdiction;

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

power to make suéh fulés and regulations as may be necessary or appropriate
to lmplement the prov1sxons of this Act;

(5) may enter into .and perform such agreements, contracts, and
transactlons as may be deemed necessary or appropriate to the conduct of
activities authorized unaer this Act;

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

(7) may utilize or employ the services of peréonnel of any agency or
instrumentality 61’ the :United States with the consent of the agency or
instrumentality concernéd on a reimbursable or non-reimbursable basis; and

(8) may execute a‘ll’,‘instrﬁmgnts neceSsary or appropriate in the exercise
of any of its functions éunder this Act and may delegate to members of the

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

powers and responsibilities as it deems necessary or appropriate for the

administration of the Fqﬁd.
(¢) WHOLLY-OWNED G(:)VEIQNMENT 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 providés otherwise. |

(2) Section 9101(3) of title 31, Umted States Code (the Government
Corporation Control Act) 18 amended—

~(A) by redgsignating paragraphs (B) through (M) as paragraphs
(C) through (N), respectively; and
(B) by insefting after paragraph (A) the following:
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| "(B) the Commui'nity ‘Developmént ;Banking and Financial Institutions
Fund.;and - . |
(3) Section 9107('0) of title 31, United States Code (the Government
Corporanon Control Act), shall not app}y to deposlts of the, Fund made
pursuant to section 7 of this Act ‘ ' }
(f) LIMITATION OF FUND AND FEDERAL LIABILITY —The llablhty of the Fund
and of the United- States Govemment arising out of any mvestment in a community
development financial 1nst1tut10n in accordance with thrs Act shall be limited to the

amount of the mvestrnent,and the Fund shall be exempt from any assessments and

other liabilities that may be irnposed on controﬂing or'principal.shareholders by any

Federal law or the law of any State, Territory;,- or the D‘istrict'ofA Columbia. A
community dévelopment ﬁnaﬁcial institution that:reoeives assistance pursuant to this
Act shall not be deemed to be an agency, department or mstmmentahty of the
. ,

(g) PROHIBITION ON ISSUA\ICE OF SECURITIES—-The Fund may not issue stock
bonds debentures, notes, or other securmes |
SEC. 5. APPLICATIONS FOR ASSISTANCE

(a) FORM AND PROCEDURES —An apphcatxon for assistance under thxs Act .

shall be submltted by an apphcant in such form and in accordance with such

- procedures as the Board shall estabhsh The Board shall publish regulations with

respect to apphcatlon requxrements and procedures not later than 210 days after
(b) MINIMUM REQUIREMENTS —The Board shall requu'e that the apphcatlon—-

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

upon the receipt of a charter will be, a ;community_development’ﬁnancial
g | ; ‘
!

i
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“institution as defined in section 3(a) of this Act;

(2) demonstrate fhat the applicant will serve—
(A) a targeted population; or |
(B) an area;. which is an investment area;
(3) in the case of an applicant’ that has previously received assistance
under this Act, demonstrate that the applicant—
= (A) has suécessfuliy carried oﬁt its responsibilities under this Act;
(B) has be;‘corne or is about to become an entity that will not be
dependent upon éssistance from the Fund for continued viability; and
(C) will e>f<pand its operations into a new investment aréa, offer
new kse'rvices, orfwill increase the volume of its current business;

(4) in the case of a communify development financial institution with
existing operations, démonstrate a record of success of ‘serving investment
areas or targeted populétions; | | |

(5) include a cfietailed- and comprehensive strategic plan for the
organization that contains— |

| (A) a busi"ness plan of at least five years that demonstrates the
applicant is brop@:rly managed and has the cajaacity 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 statemenit that the applicant has, or will have, in its charter
or other governing documents a primary commitment to cdmmunity
development, ‘or; other evidence of a prior history and a continuing

affirmation of a primary commitment of community development;
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(©) an anaflysis 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 ehterprise, and State and local
assistance programs, and private sector financial services;

(E) a statement that the proposed activities of the applicarit are
consistent with existing economic, community and housing deveIopment
plans adopted by ;or applicable to the investment area; |

(F) a descrip_tion of how the applicant will affiliate, network, or
otherwise coordir;ate with a full range of éommunity organizations and
financial institutio:ns which provide, or will provide, capital, credit, or
secondary marketé in order to assure that banking, eéonomjc develop-
ment, investment,é affordable housing, and other related services will be
available within the investment area or to targeted popuiations; and

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

inclusion in the strategic plan;

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

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

targeted population;

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

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

of this Act; and

(8) include such other information as the Board may require.
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(c) PRE-APPLICATION OUTREACH PROGRAM.—The Fund shall provide for an
outreach program to identify" 3and provide information to potential applicants and to
increase the capacity of potent1a1 apphcants to meet the application and other
requlrements of thls Act.

SEC. 6. SELECTION OF INSTITUTIONS.

(a) SELECTION CRITERIA.—The Board shall, in its discretion, select applica-
tions that meet the requirements of section 5'of this Act and award assistance from
the Fund in accordance withlsect_ion 7 of this Act. In selecting applications, the
Board shall consider appllcatlons based on, but not limited to—

(1) the likelihood of success of the applicant in formmg and operating
a community development financial institution;

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

(3) the extent of the need, as measured by objective criteria of distress,
within the investment a‘reas. or targeted populatione for the types of activities
proposed by the applicaht; |

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

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

- serving low and very loW—inCOme families;

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

the investment areas or targeted populatlons

(7) the experlence! and background of the proposed management team;
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-(8) the ambunt of legally enforceable commitments available at the time
of application to meet or exceed the matching requirenients under section 7(d)
of this Act and the strehgih of the plan for raising the balance of the match;

| (9) in the case of applicants that heve previously received assistance
pursuant to this Act, tfle 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 1nvestment areas or the targeted populatlons

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

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

(1.3) in the case of an institution that is not an insured communify
development ﬁhancial in‘stitution, the extent to which the institution has or will
have the ability to increase its resources through affiliation with a secondary
market, ins.ured depositery institution, or other financial intermediary in order
to multiply the amount of capital or credit available for community develoﬁ-
ment; | | |

(14) in the case ef an insured depository institution or insured credit
uhion 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 clo;mprehensive plan for providing meaningful financial

assistance to such an entity or network of entities; and
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(15) other factors deemed'approp;ia;te by the Board.

(b) GEOGRAPHIC DIVERSITY.—In éddition to the above,, in making its
selections, the Board shall seék to fund a geographically diverse group of applicants,
which shall include applicants from nonmetropolitan and rural areas.

(c) PUBLICATION REQUIREMENT.—The Board shall publish regulations with
respect to its selection ‘cr‘iteriz:x not later than 210 days after the date of enactment of
this Act. v |
SEC. 7. ASSISTANCE PROVIDED BY THE FUND. |

(a) PURPOSE OF ASSISTANCE.— o |

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

(2) Assistance fﬁa‘y be provided to an existing qualified community
development financial ;insiitution to cXpand its activities to serve investment
areas or targeted populations not currently served by another qualified
community development financial institution receiving assistance under this
section or to expand the volume of its act‘ivities consistent with the purposes
of this Act, or to forma new entity to undertake activities consistent with the
purposes of this Act, or to assist an existing entity to modify its structure or
activities in order to uﬁdertake activities consistent with the purposes of this

Act,;'

~(b) TYPES OF ASSISTAI;JCE.—--

(1) IN GENERAL.—The Fund may provide financial assistance to
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qualified community Edevelopm‘ent financial institutions through eqnity
investments, loans, deposits, membership shares, and grants. The Fund may
also provide technical assistance, including training, and granté for technical
assistance to qualified, community develdpmcnt'ﬁnancial. institutions. The
allocation of awards of assistance between insured and uninsured community
development financial institutions shall be in the discretion of the Board,
provided that due consideration shall be given to the allocation of funds to
insured community de\ffelopment financial institutions.

(2) FINANCIAL AjSSISTANCE.—-The Fund shall structure financial assis-
tance to a qualified cémmunity development financial institution in such a
manner that it does not own more than 50 pefcent 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 ;cquity investments, the Fund shall hold only transfer-

able, nonvoting investments. Such equity investments may provide for

‘convertibility to voting: stock upon transfer by the Fund.

(3) DEPOSITS.——Notwithstanding any other provisioh 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
securiiy. | -

4) LlMITATlONS ON OBLIGATIONS,—Direcf 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 FlNAN¢1AL ASSISTANCE.—Financial assistance made available
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under this Act may be used by assisted institutions to develop or support—

1
2 (1) commercial fa:cilities that enhance revitalization, community stability,
3 or job’creation and retérntion‘efforts; » | |
4 (2) business era%ion and expansion efforts that— o
5 ' (A) create ior retain jobs for Iow-incoine people;
6 | (B) enhanc:e the availability of producfs and services to low-
7 income people; or
8 (C) create .or retain businesses owned by low-income péople or
9 | residents of a targeted area;
10 (3) cdmmunity fzicilities tﬂat providé benefits to low-income people or
11 | enhance community stability; |
12 (4) the provision’ of basic financial services. to low-income people or
13 residents of a targeted érea;
14 | (5) the provision of development services;
15 | (6) home oxn*ner%hip opportunities fhat are affordable to low-income
16 households; . |
17 - (7) rental housiné that is principally affordable to low-income house-
18 holds; and o |
19  (8) other activitieg deemed appropriaté by the Fund.
20 (d) AMOUNT OF ASSISfANCE.—-The Fund may provide up to $5,000,000 of

21 assistance per applicgtion toiany one qualified: insured community development
22 financial institution and up t§ $2,000,000 per appliéation to any other qualified
23 community development financial institution. The Fund shall have the authority to
24 set minimum amounts of assi§tance per institution.

25 () MATCHING REQUIREMENTS.—
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(1) Assistance prévided to Qualiﬁed insured community development
financial institutions, other than deposits or membershxp shares of $100,000 or
less, technical assistance, or grants for technical assistance, shall be matched
by no less than one dol;lar of equity, deposits or membership shares for each
dolfar provided by the;Fund.' The Fund shall require a match for all other
ass'istance, the amount and form of which shall be in the discretion of the
Fund; provided that, thé Fund shall invno évent require assistance provided in

the form of deposits dr membership shares of $100,000 or ‘léss, technical

~ assistance, or grants fofr‘,technical‘ assistance to be matched. The Fund shall

provide no assistance Eexcept technical assistance or grants for technical
assistance until a qualiﬁcd community development financial institution has
secured legally enforceable commitmenté for the entire matéh required.
Assistance may be proifided in one lump sum, or over a period of time, as
determined by the Fuhd ‘

(2) Assistance shal] be matched thh funds from sources other than the
Federal Government.

(H TERMS AND CONDI’I:‘IONS —_

(1) IN GENERAL. w“«-«-«-The Fund shall prowde assistance authorized underA
this Act in such form and subject to such restrictions as are necessary to ensure
that to the maximum extent practicable—

(A) all assxstance granted is used by the qualified community
development financial institution in a manner consistent with the
purposes of this. {Kct; | |

(B) qualified community development financial institutions

receiving assistance that are not otherwise regulated- by the Federal
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government or by a State government are financially and managerially'

sound; . - '

| (C) assistance results in-a net increase, both nationally and in the
local communitie’s in which assistance is provided, in capital, credit, and
development services; and | |

(D) assista;iice is provided in a manner that encourages affiliations

and parmmershipsE between insured depository institutions, secondary
markets or other; sources of credit or leverage and local organizations
dedicated to commumty development |

(2) CONSULTATION WITH BANKING REGULATORS. —Pncr to providing

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

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

(3) ASSISTANCE AGREEMENT.—

(A) The Bbard shall impose restrictions on the use of assistance
through a stdck{purchase agteemént, share purchase agreement, or
through a contrdct entered into in consideration for the provision of
assistance. | | |

(B) Such agreement or contract shall require insfitution‘s aséisted
under this Act-tg comply wifh performémce goals. The performance
goals shall be negotiated between the Board and each qualified commu-

nity development financial institution receiving assistance based upon the

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

performance goals may be renegotiated Jjointly as necessary or appropri-

ate, subject to subparagraph (C) of this section. Activity levels for
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insured commuﬁity development ﬁnincial institutions should be
determined by the Board in consultation with the apprdpriate Federal
banking agency i)r, 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 revocatifon of approval of the application, terminating or

reducing future ;assistance, requiring repayment of assistance, and

requiring changes to the performance goals imposed - pursuant to
l

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

3(b)(3) of this Afct. In .the' case of an insured community development |
ﬁnancial_instirutién, the Board shall consult with the appropriate Federal
banking agency or, in the case of an insured credit union, the National
Credif Union Ad}ninistration, before imposing sanctions pursuant to this

paragraph.

. (4) REVIEW.—At least annually, the Board shall review the performance
of each assisted qualified community development financial institution in

carrying out its strategic plan and performance goals.

(5 REPORTING.i—-The Board shall require each qualified community |

development financial  institution receiving assistance to submit an annual

I

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

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

(g) AUTHORITY TO SEL;L EQUITY INVESTMENTS AND LOANS.—The Board shall
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have the authority at any tirfne to sell its investments and loans and may, in its

- discretion, retain the power to enforce limitations on assistance entered into in

accordance with the requirements of this Act.
(h) NO AUTHORITY TO LIMIT SUPERVISION AND REGULATION.—Nothing in this

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

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

supervise and regulate an in‘sﬁred community development financial institution.
SEC. 8. ENCOIH(AGEMEI?\’T OF PRIVATE ENTITIES. |

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

SEC. 9. CLEARINGHOUSE FUNCTION.

The Fund shall estabiish and maintain an information c]éaringhouse in
coordination with the Depar{ments of ‘Agriculture, Commerce, and Housing and
Urban Development, the Smalﬁl Business Administration, other Federai agencies, and
community development ﬁnan?cial' institutions—

(1) to cause to.be collected, compiled, and analyzed information
pertinent to community development financial institutions that will assist in
creating, developing, expanding, and preserving these institutions; and

(2) to cause to jbe established a service center for comprehensive

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

!
{
i
i
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of the activit‘ies of comr!nunity development financial institutions, regulations,
and other information that may promote the purposes of this Act
10. RECORDI\EEPING REPORTS AND AUDITS.
(a) RECORDKEEPING.—-;

(1) A qualified community development financial institution receiving

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

necessary to disclose tﬁe 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 Ac:t, to any books, documents, papers, and records of a
qualified community d’evéclopment financial institution receiving assistance from
the Fund that are pertinént to assistance received under this Act.

(b) REPORTS.—

(1) ANNUAL REPORT —The Fund shall conduct an annual evaluation of
the activities carried out pursuant to this Act and shall submit a report of its
findings to the Presidenf 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). | | |

) INSTITUTIONAL VOICE FOR COMMUNITY DEVELOPMENT.—

(A) .ONGOII%JG STUDY.—The Fﬁnd shall conduct, or cause to be
conducted, an onécing study to identify and evaluate the most effective
and financially sound policies and préctices for encouraging investment
‘in distressed communities, including small business and commercial
lending, business formation and expansion, community and economic

development, corﬁmercial 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 n§1atters, such as identification of sourceé of and access
to czrpital and l]o‘ans' for community investment; 'dcvclopment of
secondary markets for economic and community development, small
business and conrmercial loans, andl home mortgage loans and invest-
ments; and methods to'-invo]ve all segments of the financial services

industry in comnrunity development.- | |
B) CONSULTATION.—In the conduct of the study, the Fund shall
consult, or cause consu]tation with, the Office of the Comptroller of the
- Currency, the Féderal Deposit Insurance Corporation, the Board of
Governors of the Federal Reserve Syctem, the Federal Housing Finance
" Board, the Farm éredit Administration, the Office of Thrift Supervision,
~ the National Credit Union Administration, community re.investment, civil
rights, consumer 1and financial organizations, and such representatives

of agencies or other persons as the Fund may determine.
| (&) REPORrS.—Within 270 days after the date of enactment of this
Act, the Fund shall report to the President its initial findings and
recommendations:regarding the matters set forth in subparagraph (A).
Thereafter, the Fiind shall report its ﬁndings and recommendations to

the President with the annual report required by paragréph b)(1). -

(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 thc President. Such study shall include an evaluation of
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the overall performancée of the Fund in meeting the purposes of this Act and
any recommendations of the Fund for | restructuring the Board, altering
procedure;s‘ under Whicih the Fund is governed, ;he future role of the Fund in
addressing community fdevelopment,'and the ability of the Fund to become a
: pfivate, self-sustaining éentity capable of fulfilling the purpoées of this Act.
| (c) EXAMINATION AND éAUDIT.—-%The fman‘cial siatements of the Fund shall be
audited in accordance with‘seiction 9105 of title 31, United‘Stateé Code, except that
audits required by section 91@5(3) of that title shall be performed annually.
SEC. 11. INVESTMENT OF RECEIPTS AND PROCEEDS,

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

~ investments, deposits, or menibership 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 thé Fund established to carry out the authorized purﬁéses
of this Act. Upon request of the Chief Execﬁtive Officer, the Secretary of the
Treasury shall invest amounts ;deposited in such account in pubﬁc debt securities with
maturities suitable to the neec%ls 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 ‘currént market yields on outstanding marketable obligations
of the United States of comparable maturities. Amounts deposited into the account
and interest earned on such ‘an:wunts pursuant to this section shall be available to the
Fund until expended. | |
SEC. 12. 'AUT.HORIZATIONOF APPROPRIATIONS.

(a) IN GENERAL.——Thlee are authorized to be appropriated to the Fund, to
remain available until expendeh, $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
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1997, or such greater sums as may be appropriated, to carry out the purposes of the

Act. | |

(b) ADMINISTRATWE‘E%PENSES.—The Fund may set aside up to $10,000,000
each fiscal year to pay adminﬁistrative costs and expenses.
SEC. 13. CONFORMING AMENDMENT.

Section 8E(a)(2) of the Inspector General Act of 197’8 (3 US.C. app. 3 §
8E(a)(2)) i's‘amepded“ by 'in%serting "the Community Devélopment Banking and
Financial Institutions Fund," i?rnmediately following "the Commodity Futures Trading

Commission,".



COMMUNITY DEVELOPMENT BANKING'AND FINANCIAL
INSTITUTIONS ACT OF 1993

SBCTfON-BY-SBCTION ANALYSIS

Section 1. B8hort Title

The Act may be c1ted as the "Communlty Development Banking
and Financial Institutions Act of 1993".

section 2. Pindings 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. 1In 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 essential to
enable individuals and communities to become self-sufficient.
Community development financial institutions, such as micro-
enterprise loan funds, communlty 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. : i

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.

I
Section 3. Definitions

The Act contains definitions of terms, including a
definition of "community'development financial institution." A
community development financial institution includes any bank,
savings association, depository institution holding company,.
credit union, micro-enterprise loan fund, community development
corporation, community development revolv1ng loan fund and any
minority-owned or other depository institution that (i) has as
its primary mission the provision of capital, credit or
development services in investment areas or to populations that
are low -income or dlsadvantaqed and underserved by existing
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financial institutions, and (11) encourages, through :
representatlon on its governing board or otherwise, the input of
residents in the investment area or the targeted population. The
term "investment area" means an identifiable community that
meets criteria of distress as determined by the Fund, or is
designated as an empowerment zone or enterprise communlty under
section 1391 of the Internal Revenue Code of 1986.

Section 4. Establishment of National Pund for Community
Development Banking

This sectlon prov1des for the establlshment of a body
corporate known as the Communlty Development Banking and
Financial Institutions Fund (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 Administrator of the Small Business
Administration, or their designees will serve as members of the
Board. (A designee must be an official from the same agency who
has been appointed by the President with the advice and consent
of the Senate.) The remaining four members will be private
citizens appointed by the President and confirmed by the Senate.
These individuals must collectively represent community groups,
have expertise in the activities and operatlons 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 vice-chairperson w111 serve in those offices
for terms of two years. |

The members of the Board that are otherwise employees of the
United States will recelve no additional compensation for service
on the Board, but will be reimbursed by the Fund for travel, per
diem, and other necessary expenses incurred in the performance of
their duties. The appointed members will be compensated at a
rate eguivalent to the daily rate for a position under Level IV
of the Executive Schedule. The appointed members may also be
reimbursed for travel, per diem, and other necessary expenses.

The Board is regquired to hold meetings at least quarterly.
Other meetings of the Board may be held on the call of the
chairperson or at the written request of at least three Board
members. A majority of the members of the Board in office will
constitute a guorum.

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

Section 4 enumerates the general powers of the Fund, which
include the power to sue and be sued in its corporate name and to
enter into and perform agreements. The Fund is also authorized
to utilize the services of personnel of any other agency on a
reimbursable or non-reimbursable basis with that 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 1s limited to the amount of the investment.

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

SEection 5. Applications for Assistance

This section requires 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 assistance from the Fund,
that the applicant has been successful in carrying out the:
purposes of the Act, that the applicant is, or is about to
become, an entity that is not dependent upon assistance from the
Fund for continued viability, and that the applicant will expand
its services; (iv) demonstrate, if the applicant is a community
development financial institution with existing operations, a
record of success in serving investment areas or targeted
populations; (v) include with its application a comprehensive
strategic plan which contalns 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

i
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from the Fund for continued viability; (vi) include with its
application a statement of the applicant’s likely source of
private funds to meet any matching requlrement under section 7(d)
vof the Act; and (vii) include with its appllcatlon any other
1nformatlon required by the Board.

This sectlon also requlres the Fund to conduct a pre-
application outreach program that will identify and provide
information to potential applicants and will increase the
capacity of potential applicants to meet the application and
other requirements of the Act.

Section 6. Selectién,of Institutions

This section requires the Board, in its discretion, to
select applications submitted under section 5 and to award
assistance from the Fund. 1In 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. 1In 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 regulations 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 alsoc 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.

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 votlng
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 flnanc1al
assistance for purposes of applicable laws.
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Assisted institutions may use funds provided under. the Act
to develop or support commercial and community facilities that
enhance revitalization and job creation, business creation and
expansion efforts, the provision of basic financial services to
low-income persons, the provision of development services,
homeownership opportunities that are affordable to low-income
persons, rental housing that is affordable to low-income persons
and other activities that are deemed approprlate by the Fund.

The Fund may prov1de up to $5 million of assxstance per
application to any one qualified 1nsured community development
financial institution and up to $2 mllllon per application to any
other quallfleé communlty development flnan01a1 institution.

This section requlres all quallfled insured communlty
. development financial institutions receiving assistance to match
the assistance with at least one dollar from private sources for
each dollar provided by the Fund, except that an insured
community development financial 1nst1tutlon will not be required
to match technical assistance provided by the Fund or grants for
technical assistance. 1In addition, appllcants for assistance in
the form of deposits or membership shares in an amount of
$100,000 or less will not be subject to any‘matchlng requirement.
A match will be required for all types of assistance provided to
other community development financial institutions, and the
amount and form of the match will be in the discretion of the
Board. The Board, however may not require that technical
assistance or grants for; technlcal assistance to community
development financial 1nst1tutlons be matched. The Fund may not
provide any assistance except technical assistance until legally
enforceable commitments for the entire required match have been
secured i : ‘
The Fund is required to provide assistance in such forms and
subject to such restrictions that will assure, among other
things, that assistance from the Fund is used in a manner
consistent with the purposes of the Act and that institutions not
federally regulated are financially and managerlally stable.
Before providing assistance to an insured community development
financial institution, the Board is directed to consult with the
apprbprlate Federal banking agency. The Board is required to
impose negotiated performance goals on quallfled community
development financial institutions receiving assistance based on
the strategic plan submitted in the institution’s application.
Institutions receiving assistance are requlred to submit an
annual report to the Fund and the Fund is required to review the
performance of the institutions. The assistance agreement is
reqguired to include spe01flc sanctions available to the Board in
‘the event that an assisted institution does not comply with the.
purposes of the Act or the terms of the agreement. These
sanctions may include revocation of approval of the application,
termination or reduction!of future assistance, changing
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performance goals or elements of the institution’s strategic
plan, and requiring repayment of assistance. :

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

This section also clarlfles that the Act does not affect the
authority of any Federal! banking regulator to supervise ‘and )
regulate an insured communlty development financial institution.

Section 8. Encouragement of Private Entities

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

Section 9. Clearinghouse Punction

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

Section 10. Recordkeeping, Reports, and Audits

This section requlres quallfled community development
financial institutions rece1v1ng 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 requ1red to submit a report annually to the
President evaluating the activities of the Fund. The report is
to be submitted not late: than 120 days after the end of the
fiscal year of the Fund. 1In addition, the Board is required to
conduct, or cause to be conducted, an ongoing study of the most
effectlve and f1nanc1a11y sound p011c1es for community
development. In the ‘conduct of the ongoing study, the Board is
required to consult, or cause consultatlon, with the Federal
banking regulators and other agencies, as well as community
reinvestment, civil rights, 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.
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additional study separate from the annual report and the ongoing
study six years after enactment of the Act. This study will
evaluate the structure, governance and performance of the Fund
and will contain the Board’s recommendations for changes in the
operations of the Fund. »
The Fund will be audlted annually in accordance with the
provisions of the Government Corporation Control Act.

‘Section 11. Investﬁent of Receipts and Proceeds

This sectlon prov1des that dividends on equity investments
and proceeds from the dlsp051tlon 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 securltles that bear interest at
a rate determined by the! Secretary of the Treasury. The account
will be available for use by the Fund in carrying out the '
purposes of the Act until the funds are expended.

Section 12. Authorization of Appropriations

This section authorizes appropriations to the Fund, to
remain available until expended, $60 million for fiscal year
1994, $104 million for fiscal year 1995, $107 million for fiscal
year 1996, and $111 million for fiscal year 1997, or such greater
sums as may be appropriated, to carry out the purposes of the
Act. *

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

1
‘

Bection 13. cOnforiing Amendments"

This section adds the Fund to the list of entities sub]ect
to the Inspector General Act of 1978.
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ROUTE SLIP

TO: NEC (Dimond)

Take necessary action
DPC (Weinstein)

Approval signature

Comment

Prepare reply

Discuss with me

For your information
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FROM: Doug Steiger (x3386)\p‘j/}/m\‘1‘£: 6/15/93

BREMARKS

,

CDFI -'Pro osed Final Draft f 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
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The Honorable Thomas S. Foley
Speaksar of ths House
.of Representatives

!ashing’ton b.c.
-Dear Mr. Speake.:"x

Cn behalf of the Administration, I am pleased to submit to

Congress the "Comaunity Developmant Financial Insti{tutions Act of

1993," the Adwinistration's legislative initiative for creating a

pstwork of community development financial institutions that will
" enable individuals and commmnities to provide for greatsr

sconcmic opportunity.

This legislation would esta.bnsh ] c«:m:mzty Banking and Credit
Fund that would support. a program of investment in a natiocnal
network of community development financial institontions. The

Commmnity Banking and Credit Pund would provide financial and
technical assistanca to commity development financial :
ingtitutions and serve as a national information clearinghouse
for comeunity development financial institutions.

In too many urban and rural communities, thaere ik a lack of
capital and credit. lending in distressed comxnities,
particularly to small businesses, can be complicated. It may
regquire special expertise and knowledge-~of the borrower and
community, credit products, subsidies, and secondary markets.
Commnnity development financial j.nstitntim-including community
developmant banks like South Shore Bank in chicago, conmmity
credit unions such as Self-Eelp in North Carclina, commnity
dsvalopment corporations, micro-enterprise loan funds, and
revolving loam funds-~have demonstrated that they can provide
capitnl, credit. and development sarvic:u in distressed arvas and
ta.rget.“ ’qulation:. )

This bill r.arﬁm the Adninistration's commitment to helping
coxmnnities help themsaelves. By ensuring greatsr access to
capital and credit, we will tap the entrepreneurial energy of
America's poorest commmnities and enable individuals and

~ communities to become self-sufficient.
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The Administration requests that this bill be referred to the
appropriate committee and urges its early enactment., The Office
of Managamant and Budget advises that enactment of this bill is
in accord with the Presidont's Program.

Sincerely,

Lloyd Bantsan
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The Honorable Thomas S$. Foley
Speaker of the House ‘

of Represerntatives
Washington, D.C..

Deayr MNr. SPeakax%i

On behalf of the Administration, I am pleasaed to submit to
Congress the "Commumity Development Financial Institutions aAct of
1993, the Administration's legislativae initiative for creating a
network of commmnity development financial institutions that will
_enable individuals and communities to provide for greater
" economic opportunity. .

- This legislation would establish a Community Banking and Credit
Fund that would support a program of investment in a natiomal
network of community developmant financial institutions. The
Community Banking and Credit Pund would provide financial and
technical assistance to commmunity development financial
institutions and serve as a national information clearinghouse
for community development financial institutions,

In too many urban and rural communities, there is a lack of
capital and credit. lLanding in distressed communities,
particularly to small businesses, can be complicated. It may
rcquxxe special expertise and knowledge—of the borrower and
cazmunity, credit products, subsidies, and secondary markets.
Community development financial institutions--including community
development banks like Scuth Shore Bank in Chicago, community
credit unions such as Self-Help in ¥orth Carovlina, community
development corporations, micro-enterprise loan funds, and
revolving loan funds--have demonstrated that they can provide
capital, credit and davalopment services in distressed areas and
to targeted populations. -

This bill reaffirms the Administration's commitment to helping
communities help themselves. By ensuring greater access to
capital and credit, we will tap the entreprencurial energy of
Axerica's poorest communities and enable individuals and
communities to become self-sufficient.
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The Administration requests that this bill be referred to the
appropriate committee and urges its early enactment. The Office
of Management and Budget advises that enactment of this bill is
in accord with the President's program.

Sincerely,

Lloyd Bentsen
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A BILL

! To facilitate the establishment of community develupment finauvial institudons.

Be i enacted by the Senate und House of Represeruartves of the United Stazes

of America tn Congress assembled,
SECTION 1. SHORT TITLE.

This Act may be cited as the "Community Devclopment Financial Institutions

Act of 19‘93‘
SEC, 2. FINDD\’GS AND PURPOSE.

® FINBINGS, —The Congress finds that—

© (1) many of the Nation's urban and rural commmpltics and Indian
Kescrvations face cuitical social and ecouumic problems arising in past {rom
the lack of economic growth, growing sumbers of low-income people and
people living in poverty, lack of employment asd other opportunides;

@) e réstoration and uwintenaace of the economics of (hesc communi-
ties will require coordinated development smategies, Micnsive supportive
services, and increased eecess to capital and credit for development actividies,
toeluding investment in businesses, hou;iug, coranmercial real estete, buman
development, and other activities that pfnmotc the loog-term ecunomic l‘mlA
social viability of the qommunhy;

(3) in naay urban and mral commmuailes, low- and moderate-income
neighborhoods and Indian Reservatons, there is a shortage of capital and credit
for business and «ffordsble housing;

DRAFT PRINTED  _ _ June I5, 1993
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individuals and eommuuides o becume self-sufficient: and

»

4) accesé’, to capital and credit is esseatial to unlcash the untapped

eatrepregeurial energy of America’s poorest communities gnd to empower
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(#)] commur;ity development financial institudons have proven their
ability to ideatify ‘and respond W éommunjiy peeds for capital, credit and
developr;\em servies in the sbsence of, or as a complement to, services
provided by other lenders. '

(b) PURPOSE.~The puipose of this Act is to create a Commuaity Banking and
Credit Fund that will support a program of investment in and assistauce to 8 national
network of community development financlal institutions that will provide for geeater
cc;anomic opportumty The Community Banking and Credit Fund will provide
financial aud technical assxsran:c. mcludxng waining, to community devclopment
financial institotivns, scrvc as a patiopal mformauun c!ea:mghomc aud bc an
institational voice for communily devclopiment. The petwork of community
develupment financial mstitutions that the Community Bauking and Credit Fund
supports will provide capital, credit sod devclnpmmt services lo targcted invesrment
areds or popula.tions and wﬂl promote ccononnc revitalization and commuaity
dcvclopmcm_ j;"-

SEC. 3. DEFINITIGNS.

() C’omm DEVETOPMENT  FINANCIAL ms:mmox —The term
. comnmmty development ﬁna.nclal instituljon® means any bagk, savings associatioa,
credit union, mzcm-cutezpmc loun fund, commuaity development corporation,
commmunity develupment muivmg toan fund, or othcr depositnry iustitution (as
defined in section 3 of the Federal Deposit Insorance Act) or por-depository
organization that-—

DRAFT PRINTED . . June 15, 1993
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. (1) bas as its primary mission the promotion of community development
through the provision) of capital, credit or development services in its
investment areas or to taigeted populations; and
(2) encourages, through representation on its governing board or
otherwise, the input of residents in the investment area or the targeted
populations. :
A holding company ami its ‘snbsidiaries may qualify as a community development
financial instimgi,on'ii; the holdin;g company and its subsidiaries collectively satisfy the

D 00 ~ A W A W N

requirements of pai-agmphs 1) and (2). The term "community development financial _
msutnnon does not include an'agency or instrumentality of the United States or an

[y
o

~ 'ag:ncy or instrumentality of any State or political subdivision thereof.

[V > Y
N

- (b) DEVELOPMENT. SERVICI-S.——The term "development services” means

[y
W

activites conducted by a commimity development financial institution that promote

-
H

community development by deircbping, supporting and strengthening the lending,

o
A

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

[
Lo 8

not limited to— , ‘
(1) business planni::;g services;
(2) financial and credit counseling services;
(3) marketing and ﬁaanagement assistance; and

B 8 = 3

(4) administrative activities associated with leading or investment.
(¢) INSURED COMMUNITY DEVELOPMENT FINANCIAL INSTITUTION.—The term

~
ot

*insured community development financial institufion” means any community
development financial institution the deposits of which are insured by the Federal
Deposit Insurance Carporaﬁon.; The term alsoi_ includes a credit union which bas
been designated as low-income by the National Credit Union Administration and the

S I

DRAFT PRINTED 11:35 am, June 15, 1993
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deposits of which are insured by the National Credit Union Share Insurance Fund.
~ (d) INVESTMENT AREA.—The term “investment area” means an identifiable

community that meets criteria of distress, including the mumber of low-income
families, the exteat of povertyj, the extent of unemployment, the extent of uamst
credit needs, the degree of availability of basic financial services, the degree of
limited access to capital and ctedit provided by existing financial institutions, and
other factors that the' Pund determines to be appropriate.

() QUAI.D-"[EDCOMMUNITY DEVELOPMENT FINANCIAL INSTITUTION.—The
term 'qxu]iﬁad"éommunity dcvelopmcm financial iﬁ.sﬁtution" means a COmmunity
d.evelopmem financial institutioﬁ that meets the requirements of subsections (5)(b)(2)

‘throﬁgh (8) of this Act. s

& TARGETED POf*UIAﬂON.—The term “targeted population® means an
identifiable group of low-income or disadvantaged persons that are underserved by
existing financial institntions. . ‘

SEC. 4. ESTABLISHMENT OF NATIONAL FUND FOR COMMUNITY

DEVELOPMENT BANKING. | |

(@) IN GENERAL.—There is created and chartered a body corporate to be
known as the Community Banking and Credit Fund (referred to in this Act as the
"Fund®) that shall have the powers aad r&spoxisibﬂiﬁes specified by this Act. The
Pund shall have succession until dissolved. The charter of the Fund may be revised,
amended or modified by Congréss at any time. The offices of the Fund shall be in
Washington, D.C. , | '

(b) BOARD OF DIRECTORS.—

(1) IN GENERAL.—-—"I'he powers and management of the Fund shall be

DRAFT PRINTED 11:35 am, June 15, 1993
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1 vmed 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.

7 (C) The Secr;emry of Housing and Urban Development.

8 s (D) The Secretary of the Treasury.

9 - (E) The Administrator of the Small Business Administration.
10 (F) Four private citizens, appointed by the President with the
11 advicg:‘ and copsent :of the Senate, that collectively—

12 7 | (¥ represent community groups whose constituencics
13 include low-income persons or residents of investment areas,

14 (i) have expertise in the operations and activities of
15 depository mstitutions, and

16 (ii) have expértisc in community development and lending;
17 provided that there should not bc less than one member from each of the
18 three categories described in clauses (1) through (iii) of this subpara-
19 - graph.
20 @) CHAIRPERSON.—The President shall appoint from among the
21 ~members of the. Board specified in paragraph (2)(F) a chairperson of the
2 Board, who shall serve at the pleasure of the President for a term of two years.
23 (4) VICE-CHAIRPERSON.—The President shall appoint from among the
24 members specified in paragraph 2 a vice-chairperson who will serve as
25

chairperson in the absence, disability or recusal 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 Prtsidenf for a term of four

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

6 (B) VACANCIES.—Any mémbcr appointed to fill a vacancy

? occurrmg prior to the expiration of the term for which the previous

8 member f"v’vas appointed shall be appointed for the remainder of such

9 tcr;n ' Appoinwd% members may continue to serve following the
10 ’ex;;iration of their terms until a successor is appointed and qualified.
11 (C) TERMS.~The terms of the initial appointed members shall be
12 - | for four years and shall begin on the date each member is appointed,
13 except that two of the members initially appoihted pursuant to paragraph
14 Q)@ shall be designated to serve at the pleasure of the President for
15 five years.

16 (6) 'ACTING OFFICIALS.—In the event of a vacancy or absence of the
17 individual in zny of the offices described in paragraphs (2)(A) through (E), the
18 official acting in that office shall be & member of the Board.

19 (7) AUTHORITY TO DELEGATE.—Each member of the Board specified
2 in paragraphs (2)(A) through (2)(E) may designate another official who has
21 been appointed by the President with the advice and consent of the Senate
22 within the same agcncy 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
25 for their duties as membérs, but shall be reimbursed by the Fund for travel,

DRAFT PRINTED 11:35 am, June 15, 1993


http:TER..r..tS

@oo7

08-15-83 13:352 202 922 1874 AGC BANK & FIN N
e —— it

7

'
i

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

Yo

2 dutxts, in accordance with sections 5702 and 5703 of ‘title 5, United States
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
5 of the Executive Schedule under section 5315 of title 5, United States Code,
6 and shall be reimbursed By the Fund for travel, per diem, and other necassary
7 expenses incurred in the performance of their duties, in accordance with
8 sections 5702 dnd 5703 of tite 5, United States Code.

9 (9);"“M.EETINGS.—'I;‘he Board shall hold meetings at least quarterly.
10 Special xi;eeﬁixgs of the Board may be called by the Chairperson or on the
11 written request of three xﬁembcrs of the Board. A majority of the members of
12 . the Board in office shall constitute a quorum.

| 13 (©) OFFICERS AND EMPLbYEEs.—The Board shall appoint a Chief Bxecutive

14 Officer who will be responsible for the management of the Fund and such other
15 dutes deemed appropriate by the Board. The Board shall appoint a Chief Financial
16 Officer who shall oversee all of the financial management activities of the Fund. The
17 Board shall also appoint an Insbector General. The Board may appoint such other
18 officers and employees of the Fund as the Board detcrmm&s to be necessary or
19 appropriate. The Clucf Executxvc Officer, Chief Financial Officer, and up to 3 other
20 officers of the Fund (but not including the Inspector General) may be appointed and
21 compensated without regard to the provisions of title 5 of the United States Code
22 governing appointments in the competitive service and chapters 51 and 53 of title §
23 of the United States Code, except that the rate of pay for the Chief Executive
24 Officer, including boruses, benefits, and all other forms of compensation shall not
25 exceed the rate for a position under Level I of the Executive Schedule under section

DRAFT PRINTED 11:35 am, June 15, 1993
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5312 of dtle 5 of the United States Code and the rate of pay for the remaining four
officers, mcludmg bonuses, bci:eﬁts and all other forms of compensation shall not
exceed the rate for a position under Level IV of the Executive Schedule under section
531S5 of title 5 of the United Stﬁtes Code.
(d) GENERAL Powms.—-’-iln i:arrying out its powers and duties, the Fund—
(1) shall have all necessary and proper powers to carry out its authority
under this Acf;" '
a);ma'y ;.dopt, altc%, and use a corporate seal, which shall be judicially
noticed; ‘ , '
"O).may sue and be Esuead in its corporate name and complain and defend

, m any court of competent jurisdiction;

- (4) may adopt, amend, and repeal bylaws, rules, and regulations
governing the manner in which its business may be conducted and shall have
power to make such mlcs and regulations as may be necessary or appropriate
to implement the provisions of this Act;

(5) may enter int§ and perform such agreements, contracts, and
transactions as may be cfe:med necessary or éppmpriate to the conduct of
activities authorized undcf this Act, including those relating to administrative
expenses of the Fund; | '

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

(7) may utilize or employ the services of personnel of any agehcy or
instrumentality of the Uﬁited States with the consent of the agency or

-instrumentslity concerned ona reimbursable or non-reimbursable basis; and

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

DRAFT PRINTED 11:35 am, June 15, 1993
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1 of any of its functions ﬁnder,this Act and may delegate to members of the

2 Board, to the Chief Execé;un'vc Officer or the officers of the Fund such of its

3 powers and respoasibilides as it deems necessary or apprépriate for the

4 administration of the Fund.

5 (e) WHOLLY-OWNED GOVERNMENT CORPORATION.—

6 (1) The Fund shaﬂ be a whony-ovu;ned Government corporation in the

7 Executive bfaf;ph and shall be treated in all respects as an agency of the United

8 States, cgz’pf tbthe extent this Act provides otherwise.

9 (2) Section 9101(3) of tifle 31, United States Code (the Government
10 Corporation Control Act) is amended by inserting "(B) the Community
1 Banking snd si;’e:@w Fund." after "(A) the Commodity Credit Corpora-
127 tion.* and redesignating paragraphs (B) through (M) as paragraphs (C) through
13 (), respectively. : , )
14 () Section 9107(b) of title 31, United States Code (the Government
15 Corporation Control Act) shall not apply to deposits of the Fund made pu;tsuam |
16 to section 7. | )

17 (f) LMITATION OF FUND AND FEDERAL LIABILITY.—The hahmty of the Fund
18 and of the United States Government arising out of any investment in 2 commuaity
19 development financial institution in accordance with this Act shall be limited to the
20 amount of the investment and the Fund shall be exempt from any assessments and
21 other liabilities that may be imposed on controlling or principa! shareholders by any
22 Federal law or the law of any State, Territory or the District of Columbia. A
23 community development financial institition that receives assistance pursuant to this

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

. DRAFT PRINTED 11:35 am, Jupe 15, 1993
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1 SEC. 5. APPLICATIONS FOR ASSISTANCE,
2 (8) FORM AND PROCEDL?ES.—An application for assistance uader this Act

3 shall be submitted by an applicant in such form and in accordance with such
4 procedures as the Board shall establish. The Board shall publish regulations with
S respect to application requirements and procedures mot later than 180 days after

6 enactment of this Act

7 ®) MINIMUM REQUIREM:ENTS —The Board shall require that the applxcatxon——
8 (1),.demonstrate to the satisfaction of the Board that the apphcanr—-
9 L (A) s, or upon the receipt of a charter will be, 2 community
10 “development financial institation as defined in section 3(a) of this Act;
11 : . or | | | |
12 (B) is a depository 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
15 defined in section 3;(3), of this Act; '
16 (2) demonstrate that the applicant will serve—
17 (A) a targeted population; or
18 (B) an area thch is—
19 ‘ @) an investment area; or ‘
20 | (1) located in an empowerment zone or an enterprise
21 community designated under the Econoniic Empowerment Act of
2. 1993.; -
23 (3) in the case of an applicant that has prcnously received assistance
24 under this Act, demonstrate that the applicant— ’
25 (A) bas successfully carried out its responsibilities under this Act;

DRAFT PRINTED 11:35 am, June 15, 1993
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1 (B) has become or is about to become an entity that will not be
2 B dependent upon a.ésistance from the Fund for continuéd‘ viability; and
3 (C) will expand its operations into a2 new investment area, offer
4 new services or will increase the volume of its current business;
5 (4) in the case of a community development financial institution with
6 ~ existing operations, demonstrate a record of success of serving investment
7 areas or tar'ggigd populations;

'8 (ﬁ;;.fhidﬁée a detailed and comprehensive strategic plan for the
9 organimtipﬁ that contains—

10 - (A) a busine;es plan of at least five ymré that demonstrates the
11 ’ applicant is properly managed and has the capacity to form and operate
12-- a commmunity, developmeant financial institution that is, or will become,
13 an entity that will not be dependent upon assistance from the Fund for
14 continued viability; -
15 B)a stateme#t that the applicant has, or will have, in its charter
16 or other governing documents a primary commitment to éommunity
17 development; ' |

18 (C) an analysis of the needs of the inthm&cnt area or targeted
19 populations and a s%mtegy for how the applicant will attempt to meet
20 those needs; | A |

21 (D) a plan to’ coordinate use of assistance from the Fund with
22 existing Federal, government-sponsored enterprise, and state and local

‘_ 23 amistané:e programs,i and private sector finagcial services;

24 ® a smneme:;t that the propésed activities of the applicant are

25 consistent with existing economic, community and housing development

DRAFT PRINTED 11:35 am, June 15, 1993
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1 plans adopted by 0; applicable to the investment area;
2 ¥ a dwcﬁpﬁon of how the appﬁcant will affiliate, network, or
3 otherwise coordinat:e with a full range of community organizations and
4 financial institutioné which provide, or will provide, capital, credit, or
5 secondary markets m order to assure that banking, economic develop-
6 ment, invxtmeni, éffordable housing and other related services will be
7 availablé within the, investment area or to targeted populations; and
8 (63 such othér information as the Board deems appropriate for
9 inéi,sion in the stra‘tegic plan;
10 A6) iiemonstmte that the applicant will 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 match the amount of assistance from the Fund with ~
15 fands from pﬁvatc sources in accordance with the requirements of secdon 7(d) -
16 of this Act; and ‘
17 (8) include such other information as the Board may require.
18 (¢) PRE-APPLICATION OUTREACH 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 INSTITUTIONS.
23 (2) SELECTION CRITERIA.—The Board shall, in its discretion, select applica-
24 tions that meet the requirements of section S and award assistance from the .Fund in
25 accordance with section 7 of this Act. In selecting applications, the Board shall

DRAFT PRINTED 11:35 am, June 15, 1993
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13
consider applications based on,E but not limited to—
" (1) the need of the applicant for assistance from the Fund and the ability
of the holding company or other affiliates of the applicant to provide funds in

lieu of assistance from thé Fund;

1

2

3

4

5 (2) the likelihood of success of the applicant in forming and operating
6 a community development financial instifntion that is, or will become, an entity
7 that will not ‘be ‘dependf;m upon assistance from the Fund for continned
8 viability; .- |

9 (3)’ the range and comprehensiveness of the éapital, credit, and |
10 dcvelo;»m;nt services to be provided by the applicant;

11 " (4) the extent of the nced, as measured by objective criteria of distress,

12 - within the investment arcas or targeted populations for the types of activities

B R BN

13 proposed by the applicanti o A
14 (5) the likelihood that the proposed activities will benefit a significant )
15 portion of the'invcstmenti areas or mrgetcd populations or, in the case of a -
16 community development financial institution with existing operaﬁoné, evidence
17 of a record of success in éerving investrnent areas or targeted populations;
18 (6) the extent to which the applicant will c’oncehti"ate its activities on
19 serving low and very low-mcome families;
20 (7) the evidence of the extent of a broad cross-section of support from
21 the investment areas or targeted populations; |
(8) the experience and background of the proposed management team;
(9) the amount of legally enforceable commitments available at the time
of application to meet or e;ceed the matching réquirements under section 7(d)
and the strength of the plaftl for raising the balance of the match;

DRAFT PRINTED 11:35 am, June 15, 1993
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1 .,_ (10) in the case olf applicants that have preﬁously received assistance
2 pmsuant to this Act, the extent to which they have met or exceeded their
3 performance goals; |
4 (11) the extent to »lyhich the proposed activities will expand the employ-
5 ment base within the investment areas or the targeted populations;
6 (12) the extent to which the applicant is, or will be, community-owned
7 or community:;,;govcrncd;ﬁ
8 (133"’§hé&icr the applicant is, or will become, an insured community
9 dcvclopzqeni financial institution; |
‘10 ' ) "(14) whether the applicant is, or will be located, in an empowerment
11 : - zope Or an enterprise coﬁ:munity designated under the Economic Empower-
127 ment Act of 1993; - ’
13 (15) in the case of an uninsured, nondepository institution applicant, the _
14 extent to which the institution has or will have the ability to leverage its
15 resources through affilistion with a secondary market, depository instimiion or j
16 other financial mtermedmry in order to multiply the amount of capital or credit
17 available for community development; '
18 (16) in the case of an insured depository institution or credit union
19 apphcant, whether the mstitntion— |
20 (A) has or w:ll have a substantial atﬁhanon with an entity or
21 network of entities t;hat are community development financial institu-
22 tions; and |
23 (B) has a comprehensive plan for providing meanmgful financial
24 assistance to such an entity or network of entities; and
25 (17) other factors deemed appropriate by the Board.

DRAFT PRINTED 11:35 am, June 15, 1993
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1 () GEOGRAPHIC DIVERSITY.—In addition to the above, in making its

2 sclections; the Board shall seek :to fund a geographically divérse group of applicants,

3 which shall include applicants ﬁ;-om nonmeu'oﬁolitan and rural areas.

4 (c) PUBLICATION REQUIREMENT.—The Board shall publish regulations with

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

6 this Act. * |

7 SEC. 7. ASSISTANCE PROVIDED BY THE FUND.

8 @ Punpqﬁs‘oié'msrs*wgcs.—

9 . (1}’ The Fund shall work to promote an environment hospitable to
10 business f;rmation, econo?:aic growth, comumnunity development, and affordable
11 housing in distressed communities. The Fund shall coordinate its activities
12 - with existing Federal ai}d other community and economic development
13 programs. | |
14 @ Assistahce may be prévided to an existing qualified community
15 development financial insttution to expand its activities to serve investment
16 areas or targeted popu]}ations 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 'consisich: with the purposes
19 of this Act, or to form a new entity to undertake activities consistent with the
20 purposes of this Act, or tb assist an existing entity to inodify its structure or
21 activities in order to undertake activities consistent with the purposes of this
22 Act '

23 (b) TYPES OF ASSISTANCE.—
24 (1) IN GENERAL.—The Fund may provide vﬁnancial assistance to
25

qualified community development financial institutions through equity
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investments, loans, loan guarantees, deposits, and grants. The Fund inay also
provide technical assistance, including training, to qualified community
development financial institutions. The allocation of awards of assistance
between insured and uninsured community development financial institutions
shall be in the discrction;of the Board, provided that due consideration shall
be given to the allocation §>f funds to insured community develop.mem financial
institutions. ‘ ‘ |

R FINAI\CIAL ASSiSTANCE.——-Thc Fund shall structure financial assis-
tance to aquahﬁed community development financial institution in such a
manner that it does noz@own more than 50 percent of the cqﬁ.xity of such

iqstiuition and does not control the opcraﬁons of such institution. The Fund

* will ot be deemed to control such institution for the purposes of applicable

laws. With respect’to equity investmeats, the Fund shall hold only transfer-
able, nonvoting mvestm%nts. Such equity investments may provide for
convertibility to voting stock npon transfer by the Fund. _
€))] DEPOSITS.-Ndrwiﬂasmnding any other provision of_ law, deposits
made pursuant to this sécﬁon in qualified insured community development
financial institutions sha.l.l' not be subject to any requireraent for collateral or
(4) LIMITATIONS ON OBUGATIONS AND COMMITMENTS.—Direct loan
obligations may be incurred and loan guarantee commitments may be made
only to the extent that apéropriations'of budget authority to cover their costs,
as defined in section 502 of the Congressional Budget Act of 1974, are made
in advance. , '
(c) AMOUNT OF Amsraﬁcs.—m Fund may provide up to $5,006,000 of
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assistance per year to any one;qualiﬁed insured community development financial
instiation. and up to $2,000,000 per year to any other qualified community
developmeat financial instimtiop. The Fﬁnd shall have the anthority to set minimum
amounts of assistance per institution. The Pund may not provide assistance to a
depository institution holding company (as defined in section 3(q) of the Federal
Deposit Insurance Act) unless the holding company and its subsidiaries collectively
meet the definition of a’ commximity development financial institution as defired in
section 3(a) of this Act. |

@ mmﬁ‘ge':ﬁsqm;mms.—

(1),ASsistance‘provided to qualified insured community development
ﬁpanéial institutions, otﬁcr than technical assistance or graats for technical
assistance, shall be matched by no less than one dollar of private equity or
private deposits for éach dollar provided by the Fund. The Board shall require
a match for all other assistance, the amount and form of which shall be in the -
discretion of the Board; éprovided that, the Board shall in no event require
assistance provided in thc form of technical assistance or grants for technical
assistance to be matched. The Fund shall provide no assistance cx@t
technical assistance or 'grants for technical assistance until a qualified
community development financial institrtion has secured .legally enforceable
commitments for the entirc match required. Assistxncc may be provided in
one lump sum, or over a.period of time, as determined by the Board.

(2) Assistance shali_ be matched with funds from sources other than the
Federal Government. |
(e) TERMS AND CONDITIONS.—

1) In GENERAL.—-—EThe Fund shall provide assistance éuthorizéd under
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http:REQUlRE.\m-.lS

MO0 N AW N e

~ Pt e gk s
P B RRREEEGE O aGRLEEE S

25

08-15/8) 13:58 202 822 1874 AGC BANK & _FIA — _-m%

18
this Act in such form and subject to such restrictions as are necessary to ensure
- that fo the maximum extehx practicable—

(A) all assistance granted is used by the qualified community
development ﬁnamitial institution in a manper consistent with the
purposés of this Ac@; |

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

. © assistancé results in a net incrése, both nationally and in the
‘local communities in which assistance is provided, in capital, credit, and
development scrvicés; and

(D) assistance is provided in a manner that encourages affiliations
and parmerships betwccn insured depository institutions, secondary -
markets or other sources of credit or leverage and local organizations
dedicated to commﬁ'nity development. '

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

assistance to a qualified insured community development ﬁnancial institution,

~ the Board shonld consultzwith the apprcipriatc Federal banking agency (as

defined in 12 U.S.C. 1813(q)) or, in the case of an insured credit union, the
National Credit Union Ad}jaainimﬁon. | B

(3) PERFORMANCE C%OALS.—,—Thc Board shall impose restrictions on the

use of assistance rhrong;b a stock purchase agreement, share purchase

agreement, or through a contract entered into in consideration for the provision

of assistance. Such agreement or contract shall require institutions assisted

DRAFT PRINTED 11:35 am, June 15, 1993
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- under this Act to comply with performance goals. The performance goals shall
be negotiated between tﬁe Board and each qualified community development
financial institution receiving assistance based upon the strategic plan submitted
pursuant to section SCb)(S:). The performance goals may be renegotiated jointly
as necessary or approp;riatc, subject to subparagraph (f) of this section.
Activity levels for insured community development financial institutions should
be determined by the éoard in «r:cmsultati’onl with the appropriate Federal
banking ageacy (as deﬁns:d in 12 U.S.C. 1813(q)) or with the National Credit
Union Admlmstramn | )
(4),RE'VIEW.-—At least annually, the Board shall review the performance
of each assxsted qualiﬁgd community development financial instimution in
| carrying out its strategic plan and performance goals.

- - ® REPOR'ij.—{I'he Board shall require each qualified community
development financial ix;stituﬁon receiving assistance to submit an annual
report to the Fund on 1ts activities, its financial condition, its success in
meeting performance goals, and its compliance with other requircments of this
(f) SANCTIONS.—On the basis of the review conducted pursuant to subsection

(e)(4) and the report required by} subparagraph (¢)(5), the Board may take appropriate
action, including revocation of approval of the application, terminating or reducing
future assistance, and requiring changes to the perfox"mancc‘goals imposed pursuant
t smbsection (€)(3) or to the strategic plan submitted pursuant to section 5(b)(5) of
this Act. In the case of an insured community development finagcial 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

DRAFT PRINTED 11:35 am, Jme 15, 1993
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sanctions pursuant to this pamgi:*aph.

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

‘(h) NO AUTHORITY TO LIMIT SUPERVISION AND REGULATION.—Nothing in this
Act shall affect any guth'ority of ithe appropriate Federal bankmg agency (as defined
n 12 U.S.C. 1813(q)) or, in the case of a credit wnion, the National Credit Union
Administrationf‘-’cb. é;fiiervisé and regulate an insured community development
financial institution.

SEC. 8, ENCOURAGEMENT OF PRIVATE ENTITIES.

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

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

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

shall be limited to investing m and assisting community development ﬁ.nancial'
institutions in a manner similar to the activities of the Fund under this Act Any such

entiies shall be managed cxclusxvely by private individuals who are selected in
accordance with the laws of the ,runschcuon of incorporation. - .

SEC. 9. CLEARINGHOUSE FUNCTION.

The Fund shall cstabhsh and mamtmn an mformauon clearinghouse in
coordination with the Departments of Agnculm.re, Commerce, and Housing and
Urban Development, the Small Business Administration, other Federal agcncis, and
commmunity development financial institations— |

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

pertinent to commumity development financial institutions that will assist in

t
DRAFT PRINTED 11:35 am, Juoe 15, 1993


http:wil18.ssi.st

L ~BE- B B - WY D T - B S R

- s
-

06-15-93

P ek ek g
[» ST T U VA

17

13:00 3202 822 1874 AGC BANK & FIN Zo21
| .

! 21 ,
creating, developing, cxpianding, and preserving these institutions; and

(2) to cause to béi: established a service center for comprehensive
tnféthation on financial, ‘techmcal, and manag'en':cntz assistance, case smudies
of the activities of commﬁm'ty development financial institutions, regulations,
and other information tha% may promote the purpose of this Act.

0. RECORDKEEPING, REPORTS, AND AUDITS.

(a) RECORDKEEPING.— | |

() A'qﬁg]iﬁed confimunity development financial institution receiving
assistance &dn; “the Fund shall keep such records as may be reasonably
necessary to chsclose the dlsposmon of any assistance under this Act and to
ensure compliance with the requirements of this Act.

" (@ The Fund sha}l have access, for “the purpoSc‘ of determining
compliance with this Act,%to any books, documents, papers, and records of a
qualified community dcvcliopmcnt financial institution receiving assistance from
the Fund that are pertinent to assistance received under this Act.

(b) REPORTS.— ‘ -

(1) ANNUAL REPORT —The Fund shall conﬁuct an annuat cva.luation of
the activities carried out pursuant to this Act and shall subxmt a report of its
findings to the President thhm 120 days of the end of each fiscal year of the
Fund. The report shall mc:lnde financial statements audned in accordance with
secton 10(c) of this Act.

(2) INSTITUTIONAL YOICE FOR COMMUNITY DEVELOPMENT.— |

(A) The Board shall conduct, or cause to be conducted, an
ongoing study to idehtify and evaluate the most effective and financially
sound policies and| pracuccs for assuring investment in distressed

DRAFT PRINTED 11:35 am, June 15, 1993
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communities, including small business and commercial lending, business

formation and expansion, community and economic developmeat,

- -commercial real estate and multi-family housing, and home mortgages.

In addition, the Board may study, or cause to be studied, related
matters, such as id:cntiﬁcmtion of sources of and access to capital and
loans for commumty investment; development of secondary markets for
economic and comﬁnnﬂty development, small business and commercial
loans, and home mortgage loans and invdstmenm; methods to involve all
segments. of the financial services industry in community development;

and ‘the role of community investment in any financial services reform.

© < (B) CONSULTATION.—In the conduct of the study, the Board shall
.consult, or cause cdnsultation with, the Office of the Comptroller of the

Currency, the Fed;:ral Deposit Insurance Corporation, the Board of
Governors of the Federal Reserve System, the Federal Housing Finance
Board, the Farm Crédit Administmﬁon, the Office of Thrift Supervision
and the National Cfiedit Union Administration and such representatives
of agencies or othcx;f persons as the Board may determine.

(C) REPORTS.—Within nine months after the date of enactment of
this Act, the Board shall report to the President its injtial findings and
recommendations regarding the matters Set forth in subparagraph (A). |
Thereafter, the Board shall report iis findings and recommendaﬁons to
the President with the annual report required by paragraph (b)(1).

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

following the date of enactment of this Act, the Board, in accordance with the
procedures described in paragraphs (2)(A) and (B), shall conduct a study

DRAFT PRINTED 11:35 am, June 15, 1993
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evaluating the structare, governance, and performance of the Fund. The study

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

the overall performance of the Fund in meeting the purposes of this Act and
any reco:hmendaﬁons of the Board for restructuring the Board, altering
procedures under which the Fund is governed, the future role of the Fund in

addressing commuuaity déchOpment, and the ability of the Fund to become a

private, self-sustaining enmy capable of fulfilling the purposes of this Act.
SEC. 11. INVESTMENT OF RECEIPTS AND PROCEEDS.

Any dividends :'o'n equjty%invmcnts, interest on dcbosirs, or proceeds from
the disposition ’;f investmeats tﬁat are received by the Fund as a result of assistance
provided pursna;t to section 7 sjhall be deposited and:accredited to an account of the
‘Fund established to carry out the authorized purposes of this Act. Upon request of

~the Chief Executive Officer, the Secretary of the Treasury shall invest amounts
deposited- in such account in public debt securities with maturities suitable to the
needs of the Fund, as determined by the Chief Executive Officer and bearing interest
at rates determined by the Secretary of the Treasury, taking into consideration current
market yields on oﬁtstanding ' marketable obligations of the United States of
comparable maturities. Amounts déposited into the account and interest earned on
such amounts pursuant to this sécﬁon shall be available to the Fﬁnd until expended.

(c) EXAMINATION AND AUDIT.—The General Accounting Office shall examine
and audit the Fund annually. A?réport regarding the examination and audit shall be
promptly forwarded by the General Accounting Office to the President and the
Congress. | |
SEC. 12. AUTHORIZATION OF APPROPRIATIONS.

There are authorized to be appropriated to the Fund, to remain available until
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expended, $60,000,000 for fiscal year 1994, $104,000,000 for fiscal year 1995,
$107,000,000 for fiscal year 1996, and $111,000,000 for fiscal year 1997 to carry
out the purposes of the Act. 3 ’
SEC. 13. TECHNICAL AND CONFORMING AMENDMENTS FOR SAVINGS
ASSOCIATION COMMUNITY DEVELOPMENT INVESTMENT AUTHORI-
TY. |

(a) Section 5(c) of 'the H(;:me Owners’ Loan Act (12 U.S.C. § 1464(c)) is
amended by adding at the end of paragraph (4) the following new subparagraph:

CE) Commumty Developmcnt Investments. Investments designed

AT B - B B - Y R A T BN - R

ot
(=

pnmanly m promote the public welfare, subject to the same limitations
imposed 6n national banks and state mcmbcr banks under section 6 of the
Depository Institutions D1saster Relief Act of 1992 The Office shall adopt
rcgulatxons zmplementmg the subparagraph that are no less stringent than the
tegnlanons adopted by the Ofﬁce of Comptroller of the Cutrency pursuast to
section 6(a) of the Depository Institutions Disaster Relief Act of 1992.".
(b) Section BE(a)(2) of the Inspector General Act of 1978 (5 U.S.C. app. 3 §
8E(a)(‘2)) is amended by inserting "the Community Banking and Credit Fund,*
immediately following "the Commodity Futures Trading Commissioq,".
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COMMUNTTY nxvxnorlxxr FINANCIAL INSTITUTIOES ACT OF 1993

SECTION-BY-SECTION ANALYSIS

gection 1. Short 'rit.u

Boos

The Act may be cited as the "Community Development Financial

Institutions Act of 1993v.

gection z. rindings and Purpose

Many of: the Natlon‘s urban areas, rural arsas and Indian
Reservations face critical social and economic problems. The

restoration and maintenance of the economies of these communities
wvill require coordinated strategias to promote long-term economic
and social viability. In many urban and rural communities, low-

. and moderate-income naeighborhoods, and on Indian Reservations
thare is a shortage of capital and credit for bueiness and

4

affordable housing. Access to capital and credit is essantial to

.~ enable ipdividuals apd communities to become self-sufficient.
Community development financial institutions, such as micro-
enterprise loan funds, community development credit unions,
comunity development corporations and community developnment
banks bave proven their ability to ldentify and respond to

community needs for capital, credit and development services in

the absence of, or as a complemant to, services provided by
traditional lenders. -

-

_The purpose of the Act is to create a Community Devalopncnt
and Credit Fund that vill support a program of investment
in and assistance to a national network of community developngnt

tinanclal institutions.

Section 3. Definitions

The Act contains definitions of terms, inélhding a
definition of ®"community development financial institution.®

A

cowmunity development financial institution includes any bank,

savings assoclation, credit union, micro-enterprise loan fund
community development corporation, community development

’

revolving loan fund and any other organization that (i) has as

its primary mission the provision of capital, credit or

davelopment services in investment areas or to populations that

are low-income or disadvantaged and underserved by existing
financial institutions, and (ii) encourages, through
represantation on its governing board or othervise, the input
residents in the invastmﬁnt area or the targeted population.

L ———————— o - e wme . ——F
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tern “investment area® ﬁeans an identifiablo community that
neets criteria of distress as determined by the Pund.

S8ection 4. Establishment of National Fund for Community
Development Banking

This section provides for the establishment of a body
corporate known as the Community Banking and Credit Fund (the
*Fund™). The Pund will be managed by a nine-mexber 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 Administrator
of the Small Business Administration (or their designees) will
serve as members of the Board. The remaining four members will
bs private c¢itizens appointed by the President and confirmed by
the Senate. These individuals must collectivaly represent
commnity groups, bave expertise in the activities and operations
of depositery institutions, and have expertise in community
development and lending. . The appointed memwbers will serve for a

* tarm bf four years, except that the initial terms of two of the
appointed mambers will be five years. The President will appoint
a chajirperson from among the appointed mezbers and a vice-
chairperson from the mambers of the Board. Both the
chairperson and the vice~chairpersan will sarve in those officas
for terms of two years. , .

The members of the Board that are otherwise employeess of the
United States will receive no additional compensation for service
on the Board, but will be reimbursed by the Fund for travel, par
diam, and other necessary expenses incurred in the performance of
their duties. The appointed members will be compensated at a
rate equivalent to the daily rate for a position under Level IV
of the Executive Schedule. The appointed members may also be
reimbursed for travel, per diem, and other necessary 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 request of at least three Board members. A
majority of the mambers of the Board in office will constitute a
QuoOTUR. , : ‘

The Board must appoint a Chief Executive Officer, a Chief
Financial Officer and an Inspector Gereral. The Chief Pxecutive
Officer will be responsible for the management of the Pund and
such other duties as the Board deems appropriate. The Board may
fix the compensation of the Chief Executive 0fficer, the Chief
Pinancjal Officer, and up to three other officers of the Fund
without regard to the statutory govermment pay schedule, except
that the compensation for: the Chief Executive Officer may not
excssd the rate of pay for a position under level I of the

{
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Executive Schedule and the rate of pay for the four remaining
officers may not exceed tha rate for a position under Lavel IV of
the Exscutive Schedule.  All other employees of the Fund will be
campensated as enployoesvof the United States.

Section 4 enumerates tha general powers of the Pund, which
include the pover to. sue and be sued in its corporate name and to
enter into and perform agreemants, including those related to
administrative expenses of the Pund. The Pund is also authorized
to utilize the services of pearsonnel of any other agency on a
reimbursable or non-retmbursable bagis with that agency's
consent.

The Fund will be a wholly—owned Govermaent corporation and
will be treated as an agency of the Unzted States unless provided
otherwise by the Act. '

sectica 5. Applications for Assistance

This section requires the Board to publish regulations
. regarding procedures and forms for applications for assistance
" from the Fund not later than 180 days after enactment of the Act.
In order to be eligible as a threshold matter to apply for
- assilstance from the Pund, an applicant must: (i) demonstrate to
the satisfaction of the Board that the applicant is, or will be,
a community development financial institutlon or is a depository
institution holding company that includes or will include a -
community development financial institution; (ii) demonstrate
that the applicant will serve what is defined in the Act as a
targeted popalation or an investment area, or that the area to be
served is located in an empoverment zone or &an anterprise
comzxunity designated under the Economic Empowerment Act of 1993;
(iii) demonstrate, if the applicant previously has received
assistance from the Pund, 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 Pund for continued viability, and that the
applicant will expand its services; (iv) demonstrate, if the
applicant is a commmity development financial institution with
existing operations, a record of success in serving investment.
areas or targeted populations:; (v) include with its application a
comprehansive strategic plan which contains required elemants
that will demenstrate the applicant's coumitment to serving
community development needs and to becoming a community
development financial institution that will not be dependent upon
assistance from the Pund for continued viability; (vi) include
vith 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. .

f
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This section alsoc requires the Pund to conduct a pre-
application outreach program that will identiry and provide
information to potential applicants and will increase the
capacity of potential applicants to mest the applmcation and
other reguirements of the Act.

H
Section €. Seloctioh of Institutions

This section requires the Board, in its discretion, to
select applications submitted under section S and to award
assistance from the Pund. In making its selections, the Board is

equired to evaluate applications based on 16 selection criteria,
mh. 16 selection criteria are designed to ensure that applicants
vith the most promise for fulfilling the purposes of the Act are
avarded assistance. The criteria require the Board to censider,
among other things, the need of the applicant for assistance from
the Fund and the ability of the holding company or affiliates of
the applicant to provide funds in lieun of assistance from the
Fund. In addition to the selection criteria, the Board is
pernitted to consider any other tactor: it daems appropriate when
evaluating applications.

The Board is-rcqnired to publish regulatiohs regaxrding the
selection criteria not laFer than 180 days after enactment of the
- Act. |

/’

|
Section 7. Assistance Provided by ths Pund

This section permits' the Fund to provide financial
assistance to qualified community development financial
institutions in the form of equity investments, loans, loan
guaranteas, deposits and grants. The Pund may also provide
technical assistance, including training, to qualified community
develocpmaent financial ipnstitutions. The allocation of awvards
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 " tunds for the
establishment of insured commmity development tlnancial
institutions.

This section also requires equity investments held by the
Fund to be in the form of transferable, nonvoting investments.
Such equity investments may provide for convertiblity to voting
stock upon disposition of: the interest by the Fund. The Pund is
directed to structure its investments in such a manner that it
vill not owvn more than 50 percent of the equity of an institution
and will not control the operations of the institution. The Pund
will be deemed not to control any institution receiving financial
assistance for purposes of applicable lavs.

The Pund may provide up to $5 million of assistance per year
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to any one Qualified {nsured community development financial
institution and up to $2' million per year to any other qualified
comminity development financial institution. This sect also
probibits the Board from providing assistance to a depository
institution holding company unleas the holding company and its
affiliates collectively meet the definition of s commmity
development financial institution as defined in section 3 of the
Act.

This section requires all qualified insured community
_development fipancial institutions recaeiving assistance to match
the ascistance with at least one dollar from private sources for
each dollar provided by the Pund, except that an insured
community development financial institut;on will not be required
to match technical assistance provided by the Pund or grants for
tachnical assistance. A match will be required for all types of
assistance provided to other community development financial
institutione, and the amount and form of the match will be in the
discretion of the Board. The Board, however, may not reguire
that technigal assistance or grants for technical assistance to
community developmant financial institutions be matched. The
Fund may not provide any assistance except technical assistance

* until! legally enforceable commitments for the entire required
match have been seciired.

- The Fund is rwquired to yruvida assistance in such forms and
subject to such restrictions that will assure, among other
things, that assistance from the Pund is used in a manner
consistant with the purposes of the Act and that institutions mot -
federally regulated are financially and nanag-rially stable.
Bafore providing assistance to an insured community development
tinancial institution, the Board is directed to consult with the
tiriate Fedaral regulator. The Board is reguired to impose
ated performance goals on qualified community developmant
tinanc1a1 institutione receiving assistance based on tha
stratagic plan submitted in the institaution's application.
Institutions receiving assistance are required to sulmit an
annual report to the Pund and the Pund is required to reviewv the
performance of the institutions. Based on the review, the Board '
may apply appropriate sanctions against an institution receiving
assistance, including revocation of approval of the application,
teraination or reduction of future assistance or changing
p;rfornanca goals or elements of the institution's stxrategic
plan.

This section also permits the Board £o sell its investmants
at any time and permits the Board to retain the powar to continue
to enforce any limitations placed on the assistance.

|

This section also clarifies that the Act doas not affect the
authority of any Paederal banking regqulator to supervise and
regulate an insured can:unity developnent financial institution.

|
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Section 8. Encouragement of Private Entities

The Board may cause to be incorporated, or encourage
incorporation of, privata, non-profit and for-profit corporations
that will complament the'activitias of the Fund in carrying out
the purposas of the Act.. The purposes of the private entities
will ba limited to investing in and assisting community
devalopment financial institutions.

Section 9. c1.a.rinékom Function

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

S
“~

10. Recordkeeping, Reports, and aAndits

This section regquires qualiriad community daval
financial institutions roca;v1ng assistance to main all
* recortis necessary for ensuring compliance with the Act. The Pund
will have access to all books and records of such institutions
for the purpcoses of deternlnlng compliance with the Act.

The Fund is raquired to submit a report annually to the

President evaluating the activities of the Pund. The report is
to be submitted not 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 conducted, an ongoing study of the most
effective and financlally sound policies for community
developaent and the role of community development in any
financial services reform. In the conduct of the ongoing stndy,
the Board is required to consult, or cause consultation, with the
Pedsral banking regulators and other agencias. An initial report
on the ongoing study must be submitted to the Presidaent within

nine months of the date of enactment of the Act.

This section also requires the Board to conduct an
additional study separate from the annual report and the ongoing
study six years after enactmwent of the Act. This study will
evaluate the structure, govarnance and performance of the Fund
and will contain the Board's recommandations for changes in the
operaticns of the Fund.

The Fund will be audited annually by thc General Accounting
Office. The results of the audit will be forwarded to the
President and to Congress.
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Section 11. znvostiant of Recaipts and Proceesds

This section provides that dividends on equity investmants,
interest on deposits, and proceeds from the disposition of
investments pursuant to section 7 will be deposited in an account
established to carry out the authorized purposes of the Act.

Upon regquest of the Chief Executive Officer of the Fund, the
funds in the account will be invested in public debt securitiaes
that bear interest at a rate determined by the Secretary of the
Treasury. The account will be available for use by the Fund in
carrying out the purposes of the Act until the Funds are
expanded. ; L

Section 12.. Authorigation of Appropriaticns

This section authorizes appropriations to the Fund of $60
xillion in figcal year 1994, $104 million for fiscal year 1995,
$107 million:-for fiscal year 1996, and $111 million for fiscal
year 1997. o

P4

Section 13. !c¢hnie$l and Conforming Amendments For Savings
. - association Community Developmant Investmant
Axthority

This section amends the Home Owners' Loan Act to conform the
comxunity developmant investmant authority of savings -
associations to that of national banks and state banks under
section 6 of the Dapository Institutions Disaster Relief Act of
1992. The amendwent wvould authorize savings assocliations to .
invest in any of the private corporations formed in conjunction
vith the Fand and in other community development projects to the
same extent as parmissible for national banks and state banks.
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THE WHITE HOUSE
WASHINGTON

pare:_2[15]93

. Caeal RPasco

FROM: JOHN D. PODESTA
Assistant to the President and
Staff Segretaxy

The attacheél has been forwarded - ’
to the President. ‘ e M




"THE WHITE HOUSE
WASﬂINGTON

N

February 15, 1993

Mr. President,

Attached is .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 CDBs 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
"understand this and are part of the
task force, but wanted to let you know
why they felt CDBs 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. I 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 the NEC interagency
process, but wanted you to be aware of

his views. ) no

cc: Mack, Rubin, Rasco



Washington, D.C. 20230

i
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MEMORANDUM FOR THE iJREsmENTw «
| - Y
FROM: _Ronald H. Brown il R

RE: ‘ Commﬁnity Development Banks an he Commerce

Department
DATE: : Febrdary 4, 1993 ;

Introduction i

I share your vision 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.
expanSLOn of these banks is through the commitment of government
resources coupled with private resources and expertise. This
public-private partnershlp would be a unlque method of prov1d1ng
capital to under-served communltles.

Discussion

The community development banks (CDBs) 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 CDBs
for several reasons:

! f

o) Commerce knows how to provide assistance for economic
revitalization 'of distressed communities and for
expanding the number of minority entrepreneurs -- two
' prime objectives of the CDBs. Indeed, if CDBs 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 adv10e to prospective bank operators who wish to
start a CDB. i

THESEORETARY‘N’GQNHHERCE
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B e) Commerce knows how to help business customers of CDBs 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 exporters looking for markets abroad. But
right now many of these business-people 1lack what
community banks will deliver -- a reliable and accessible
source of capital for community-based institutions.

S
By contrast other p0551b1e locations would not equally well serve
the mission of CDBS. j
i N B
o Commercial banks will view CDBs as unwelcome competition
for existing "bankable" low income loans. But, because
commercial banks are not regulated by the Department of

Commerce, there can be no argument that this department
is being diverted from its historical mission.

o CDBs should have a broad mission, emphasizing small
V business development in central cities and rural
communities. The mission of CDBs 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. 1In the
Commerce Department, on the other hand, the emphasis
would be on creating the CDBs in a fashion that would
serve a broad range of community-based needs.

Of course, other agencies have experience that would be very
helpful in the implementation of this program. You can be sure
that if we had the CDB 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 CDBs at Commerce would 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.

i

_Once you give the go ahead, I will pUli together the necessary

internal and external braln power to move rapidly to the next
stage. :



