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CLTs Keep Housing Affordable 

Soaring housing prices in many Sixth District 

states have made it difficult to recruit and 

retain essential personnel such as police, 

firefighters and teachers. One solution being 

explored is the comrnwuty land trust (CLT), 

which acquires and holds land for the benefit 

of the commwuty with the goal of sustaining 

housing affordability. 
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EITC Boosts Local Economies 
The Earned Income Tax Cred it (EITC) is the largest anti

poverty program in the U.S., dist1ibuting more than $39 

million in refunds in 2005. A new study assesses the 

impact these dollars have on neighborhoods. 

in comm u nity an d eco no mic de ve l opme nt 
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Split Refunds Link Tax Time to Savings 
Tax time is a good opportun ity for low- and moderate

income individuals to establish savings. In 2007, the 

IRS wi ll make it easier by allowing taxpayers to split 

their refunds among as many as three accounts. 
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Banking the Unbanked on 
Both Sides of the Border 
Federal Reserve Banks mid Banco de Mexico cont inue 

to improve access to financia l services and low-cost 

deli\·ery or money transfers from the U.S. 
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Bringing HBCUs Back to Their Communities 
Il istorically Black Colleges and Universities (IIBCUs) 

are proactively see k ing ways to build up the eco

nomies of communi ties surrounding their schools. 
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CDFI Investing Made Easy with CARS 
A new rating system for Community De\·elopment 

Financial Institu tions (CDFis) helps both potential 

investo rs and CD Fls. 
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Post-Katrina Housing Woes 
Challenge Residents and Planners 
Plmmers and residents in Lousiana and Mississippi face 

hurdles as they attempt to rebui ld communities that 

are more inclusive and equi tab le. 
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Keeping Pace in a Changing Environment 
This yPar marks I llf' :2,)th anniYPrsa ry of I hp f'pderal 

Rc'SPIYP System's Communit y Affairs funct ion. I;;stab

lished in 1981 by the Board of Governors lo suppmi tlw 

Community Reinvestment Act (CRA) , this officl' also 

rrOPcts thr Board's recognition that markets don't 

always work well in low- and mocleratl'-ineome commu

nities wit hout assistance. 

Initially each Resl'n-e Bank designatrcl an indi,iclual to 

hrlp dewlop safe, sound, profitable programs for lo\\'

ancl moclerate-inconw communiti rs. The Community 

Affairs Office providrcl technical training, clevr loped 

conm1unity contacts, and ch;;umC'lccl information for ancl 

about financial institutions. While we all shared thr 

same mission ancl objrctivl's as clefiiwcl by the Board, 

each of our 12 Rrserve Banks had wide lat i tudr in 

structwing this function to address issues uniqur to its 

District. Now the Atlanta Frei maintains a community 

clcwlopment profrssional in each of its sLx locations to 

prmidr fuller insight into local concerns and more direct 

im·oh'rment with communilirs. 

\\'h i le the o,·erall mission of the Communit y Affa irs 

Office has remained the same, our work has ine,itably 

cvolvrd to stay rr lrvant in an evcr0 changing market

place. During thP 1880s, afforclab lc housing programs 

brgan prmidi.ng significant subsidies for botJ1 rental ancl 

O\\'ner-occupiPd units. ·n1e Federal L<m·-lncome I lousing 

Tax Crr clit, the HOME program, sprcifi c- state program s 

ancl many other initiatives promoted thC' construction of 

c!C'c·Pnl housing for lowc1ci.nc-ome familirs. 

Initial ly demand was low. Thr absrncr of historic-al data 

made these rndeavors seem uncertain and risky. Finan

cial institutions didn't understand the nuious programs 

full y, and thr absrncc of a , ·iablc secondary market 

hindered generation of new liquidity. But fmancial insti

tutions, developers, intermediaries and nonprofit organi

zati ons soon rea li zed the utility of these products, 

FEDERAL RESERVE BANK OF ATLANTA 

quantified the risks and dr,·el

opC'cl ,ibrant m;;u-kC'ts. Tlwse 

onc-C' unc!C'rct1tilizecl programs 

now contribut C' to tlw profits 

of financial institutions and 

othr r stakC'110lclC'l's. 

During tlw last decadr, nrw 

intNrst in rconomic deYC'i

opnwnt sparkrcl thr neat ion of Ne"· l\larkets Tax 

Crrclits and srvrral innovativr SBA products. While 

thesr products are not quite as much in demand as 

housing programs, llwir ,·alur is clear, and a main

sl rram industry is rmerging. The Peel has pro,·idccl 

train ing, hr lprd to customize programs and infornw d 

our communit y part nrrs about t hesc init iativcs. 

Our Com munity Affairs function has also matured 

rapidly in rrsponse to economic, regulatory ancl market

place' issues such as rising housing costs, highrr forr

closurc ralrs, r,·er-more-complrx mortgage products 

and rrcovr Iy from natural disasters. 

In tlw encl, beltrr functioning mm·kets along ,,ith higher 

honwownership ratrs and incrrased C'mploynwnl !C'acl 

lo more stable neighborhoods and stronger local eco

nomies. Stronger local economirs collccth·ely lrm1slatc 

into a stronger national r conomy, and that's clrarly a 

goal of the Peclrral Rrsc1"VC' as th0 nation's central bank. 

.Juan C. Sanchez 

Community Affairs Officer 

on e Digitized for FRASER 
https://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis



CLTs Keep Housing Affordable 

I I I 

Digitized for FRASER 
https://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis



HOUSING PRICES ARE SOARING IN MANY SIXTH DISTRICT STATES , MAKING 

IT DIFFICULT TO RECRUIT AND RETAIN LOWER-WAGE WORKERS INCLUDING 

POLICE, PUBLIC SAFETY WORKERS AND TEACHERS. 

One of I he most dralllatic examplPs is in Flmi cla, wlwrP I hat clet prm ines the lllaxilll u lll allowable pricP. c r; rs 

the a\·erage p1icP of an existing single-family hollle has usually maintain the r ight o f first n•fusal to purchase 11w 

jumped 80 percent since :200:2, greatly outpacing the prope11.\' ancl prmiclP assistance lincling qualiliPd buyNs. 

1...1 percent increase in median fam ily income. Second, restrictions gm·em resale prices and shared 

As local and state gm·ernments. the nonprofit sector, appreciation 011 the homPmnier·s equity. Each CJ;f 

and p1iYatP business interests look for solut ions to this dPsigns its 011'11 resalP forlllula basecl upon \·ari ous 

crisis, 01w o[ the newest tools under considPrat ion is the fact ors and goals. Two primaiy goals in dPsigning a CLT 

commun it y lai1d trust (C LT). resale formu la are: ( I ) to ensun' fair access to home-

A conununity la11d trust is a nonprolil that acquires a11d ownership for subsequent lowpr-inconw residPnls by 

holds lai1d for the benefit of its local community, with t hp lllaintaining I he affordability of the CLT home m·er time 

paiiicttlai· goal of making la11cl and housing more aJforcl- a11cl (:2 ) to gi\·p the prPsenl homeo\\'ner a fair rct urn on 

able for those who have been pricccl out of the lllarket. thei r investlllent when the C'LT home is solcl . 

CL Ts \\ill Pil her buy ,·aca11t la11d for I he de,·plopnwnt of Den•loping I his forlllula is eleai·ly a difficult unclC'tiaking 

housing or buy land and buildings togPther. Wlwn a CJ;f ancl musl balance the needs of the honwowner ll' ith thP 

sells a honlC', it leases the underlying land lo the home- o,·nall goals of tlw C'LT to pro\·icle affordab le hous-

om1er through a 90-year rene\\'able lease. The C'LT con- ing for the commLlllily that it sern's. An imp011anl sec-

tinues to hold title to tlw la11cl and lllanages the ground onclaiy goal of C'LTs is to encmu-agc' long-te1111 occupancy 

leases on tlw prope11ies. by illlposing disincenti\·es for quick rPsale ( flipping ). 

The most impo11a11t componpnt ofa communit y la11cl l ' ll imat c ly a C'LT aillls l o maintain stable c·o rnmu-

trust is its ability to maintain ctfTorclability of the unit for nil ies and long-term securily for I he famili es rpsiding 

future low- and llloderate-income homebuyers. !\Jany in the nPighborhood. 

affordable housing progra111s illlpOSP limitPcl afforclabil-

ity resuictions, usually in the forn1 of "soft seroncl" mo1i 

gages ,,·ith a term of fi\·e to ten years and no shared 

equity co lllponent. In contras! , the terms of the C'LT's 

99-yeai· ground !Pase place limitations on the resctlP of 

the home. These restrict ions ai·e part iculai·ly important 

in regions \\·here housing p1ices ai·e appreciating rapidly. 

Ground lease restrictions preserve affordability 

Community la11d trusts typi cally impose two types of 

restrictions. First, l imits can bP placed on the resale of 

the home, prewnting tnrnsfer to a household that is not 

eligible under the stipulations of the ground lease. This 

provision may rest1icl the sale lo households with \'ery 

lo\,·, lo\\' or moderate incomes, depending on the le,·el of 

subsidy pro\'idecl. The lease sets forth a "resale formula" 

FEDERAL RESER VE BANK OF AT LAN T A 

CLTs provide another option 

The community land trust concept is another impor

tant tool in crPating and sustaining affordablP housing. 

Wh ile it docs not offer rec-simple ownC'l'ship and lllay not 

afford the ab il ity to create substantial wealth , i i docs 

prmicle low- ,uid moderate-inconw incli\'icluals an aller

nat i,·e to rental housing in high-cost arPas along \\'ith a 

so lllewhat modest rPturn on their in\'eslnwnt. Addi 

tionally, CL Ts make ii possible for gm·emment ,uid prirnte 

f'u ncling sources lo underwri te permanent affordable 

housing units with a one-time subsidy. Through CLTs, 

communities \\·ith high housing costs gain another 

opt ion for recruiting and retaining essenl ial workers. ♦ 

This an iclp was ll'rittPn by JanPt 1-lanH'r. regional <·ornrnunit ,v 
ci('\'l' iopnwnl rnanager in the At Ian ta F(•d's Jacksom·i ll l' bnu1C'h. 
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A Few Common Issues for CLTs 
Marketing and education: Buyers must be fully aware and reaching the proper balance for maintenance and 

that in choosing a land trust home they must adhere to major modification is a thoughtful process. 

the resale formula established by the land trust. There 

are also other restJ.ictions on alterations to the property. 

transfer to heirs, and membership in the land tJ.ust. 

Maintenance and major modifications: The commu

nity land trust resale formula can impact whether and 

how the home is maintained. For example, if the resale 

forn1ula provides the same resale ptice to the homeowner 

whether the home i in good repair or disrepair, there 

may be a disincentive to maintain the home. 

Conversely, if the home has been too luxruiously reno

vated, the new buyer won't be able to afford the home. 

Consideration of the consequences of the resale provisions 

Price points: Setting the purchase price for affordability 

and the target market are often debated by newly formed 

land trusts. Some communities have found that higher-

income households who can manage a tJ.·aditional home 

purchase would not choose to buy a community land trust 

home. For lower-income households the conm1unity land 

trust may be the only alternative to renting other than 

moving elsewhere. For those earning upwards of 140 

percent of Lhe area median income, there may still be 

traditional mortgage opportunities. ♦ 

Excerpt from "Community Land Trusts are Springing up in 
Florida" written by Gladys Schneider w ith Florida Housing 
Coalition. 

Burlington Community Land Trust: A Case Study 

Burlington Community Land Trust is the oldest and 

largest community land trust (CLT) in the U.S. Located 

in Burlington, Vt., this CLT has developed a nd sold 

over 250 s ingle family houses and condominiums to 

first-time homebuyers since 1984. All of these owner

occupied properties have been subject to permanent 

resale restrictions. 

In 2002, a study was conducted to determine the succe s 

of this affordable housing model. Based on the 97 houses 

and condominiwus that had been resold, the research 

evaluated affordability, subsidy retention, wealth creation 

and residential mobility. 

• Continued affordability: Affordability continued 

between successive generations of low-income home-

Located on the shores of Lake Champla in in Burlington, the 
Waterfront Apartments has won numerous awards. 

four 

buyers. The initial homebuyer's average household 

median income stood at 62 percent, while those pur

chasing units for resale earned on average 57 percent 

of the area's median income. 

• Subsidy retention: Public subsidies invested in the 

initial cost of the land trust remained in the properties 

at resale and grew in value, eliminating the need for 

further public investment. 

• Wealth creation: Most homeowners had more wealth 

at sale than at the time of purchase. Their net equity 

gains were modest compared with unrestricted market 

rate sales, but the annual rate of return averaged 

30 percent on the 97 resales studied. 

• Residential mobility: The majority of homeowners 

bought market rate homes after leaving the land trust. 

The Burlington Community Land Trust merged with 

Lake Chan1plain Housing Development Corporation on 

October 1, 2006 to create the Champlain Housing TI.ust. 

The Champlain Housing TI.ust is a member hip-based 

organization with resident leadership and has a portfolio 

of over 2,000 homes in northwestern Vern1ont. ♦ 
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EITC Boosts Local Economies 

FOR 31 YEARS, THE FEDERAL EARNED INCOME TAX CREDIT (EITC) HAS BEEN A FIXTURE 

IN THE NATION'S ARSENAL OF ANTI-POVERTY PROGRAMS. IN ADDITION TO BRINGING 

MORE CHILDREN ABOVE THE POVERTY LINE THAN ANY OTHER FEDERAL PROGRAM, THE 

EITC HAS BECOME A FORMIDABLE AND EFFICIENT GENERATOR OF ECONOMIC STIMULUS 

FOR U.S. CITIES. 

A newly-released study funded by the Nash,i lle Wealth 

Building Alliance documents the EITC's gro11·ing fiscal 

influence in metropolit,m areas, focusing resp,u-ch on 

N,L<;hvi ll e, Tenn. In addition to examining the economic 

impact of the EITC, the study also performed a geo

graphic analysis lo assess the EITC's role in indi,idual 

neighborhoods. pro\'iding useful market data on 

low-income households for use by ant i-po,Trty pro

gram administrators. 

"Tlw State of the Eamed-lnconw Tax Credit in Nash

,ille·· is one of only a hrn1dful of st uclies natiorn,·ide that 

takes a detai led look al the impact of these l,u-ge, eflici('nl 

monetaiy transfers on a metropolil,m economy. Using tax

payer data from yems Hl97-:200-l, the study found a robust 

economic output response that added to business re,·c

nue as well as significant increa.<;PS in job c-rPalion as a 

resu lt of EITC-support ed household expenditures. 

The EITC also cont ributed lo expenditures on health 

c-are, electric- bills, big-I ic-ket retail pmc-hasPs and f,mtily 

The EITC' has become one of the top three federa l outings to loc-al restaun.mts, thus generating ··multiplier .. 

assistai1c-e prograi11s, adcling millions of freely-expendablP clTects that re,·erberalP through the loc-aJ economy ,rnd 

doll rn'S to ai1y given region's low-inconw labor force. The become income for ol her loc-al businesses, employees 

tax cred it has boosted labor productivi ty among its reci- and government s. 

pients and increasingly replaced their dependence on less Including I hese mull iplic>r effec-ls, the EITC' 

efficient state and local ,,,elfare administrations. This is prO\idPd SSJ.8 million in ec-onomic-

good news for e\'e ryone, ric-h or poor. l lowc',·er, most 

fedPral studies of the pol icy's impact fail to qu,uili(y these 

local or regional benefits. 

A regional "input-output" model, like the one used in 

th is study, details some significant benefits to the local 

economy when federal money is recycled into loc-al 

constmier spending. For exai11ple, ,,·e found that 

nearly :20 percent of e,·p1y EITC' check ends up 

with health c-rn·e providers; tlw credit's addi

tion of $:J-1 million in annual n',·enue from 

low-income clients lo local p rO\iclers is critical 

knowledge al a time when the indust1y struggles 

to recO\·cr the cost of treating higheiciisk patients. 
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output to Davidson County-Naslwil le dui-ing 2005. OYer In fact , the health care industty was the largest bene-

the 8-year period analyzed by the study, these output Jiciary from Davidson Cow1ty wit h $16 million in addi-

impac ts totaled $642 mill ion. When the study area was tional revenue; in the 8-county metropoli tan area, these 

expancled to the Nashvi ll e Metropolitan Statistical Area EITC-depenclent revenues rose to $34 million. Retai lers 

(MSA), the EITC brought in over $1. 25 billion in eco- in Davidson County and the Nashville MSA brought in 

nomic stimulus. an additional $10.5 and $22.5 mill ion, respectively. The 

The multipl ier for EITC-recipient expenditures was local financial , wholesale and real estate/rental indus-

1.07: each EITC dollar spent in the Nashville economy tries registered $5 to $7 million for Davidson County and 

produced that dollar plus an additional seYen cents in $11 to $1..t million for the MSA. 

economic output. Even though some EITC do llars are The broader picture suggests EITC has helped smooth 

spent on goods and services produced outside the region. consumer spending in Nasll\i ll e through the economic 

local employers and employees benefit nonetheless. dm,vnttm1 of 2000-2002. The s ize and amOLmt of disbmse-

Over a third of the local EITC money received is con- ments fro m year to year proved sens itive to general 

verted to salaiy and wage eainings for Nashville-ai·ea resi- macroeconomic cond itions, tend ing to eA'IJand and con-

dents, many of' whom ai·e low-income cU1cl likely eligible tract in opposition to atrnual changes in economic growth. 

l EITC vs. Economic Indicators: Real Growth Index 
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As illustrated in the graph, c1Shville's EITC disbmse-

ments declined in the three yeat'S following 1997, tracking 

across-the-bmu·d economic gains LUltil 2000 when the Dow 

Jones Indust1ial a, ·erage staiied its three-yeai· fall. Strong 

growth in the Nash,ille EITC from 2000-2002 continued 

to track hea,y losses in the market and flattening U.S. 

personal incomes. However, personal incomes in Nash

vi lle defied expectation ai1d conti nued to rise (albeit at 

a s lightly slower pace) as if little had happened. Despite 

mismatches between the EITC and personal income over 

the eight-yeai· snapshot, in general the cred it's counter

cyclical growth has cushioned the softening economy's 

blow to the region, its low-skilled labor force ai1d busi

nesses that depend on a healthy middle class. 

L ■ U.S. (Personal Income) 

-

Source: Bureau of Economi c Stati sti cs, Dow Jones & Compa ny, Internal 

Reven ue Service. 

Though the positive economic impacts to cities li ke 

Nashville ai·e robust, the EITC remains underutilized. The 

nu mber of eligible persons who fail to claim the EITC is 

for the EITC themselves. Of' the 708 jobs (full-time equiv- estimated at 25 percent of those currently receivi ng the 

al ent) in Da,idson County that were created by EITC credit. Fai lure to collect the EITC has cost Nashville an 

expendit ures in 2005, 150 were in retai l, earning an aver- estimated $19.9 million in total economic output. Thus 

age of $31,3-18; 81 were in acconm1odations/food services, work remains to ensw·e that no low-income household 

earning an average or $20,769; and 80 were in other leaves this credit "on the table." ♦ 

service-oriented business, emning an average or $19,881. 

EITC benefits also support high-income employm ent as 

well ; the health/soc ia l se rvices ind us try benefited from 

$15.9 million in addi tional ind ustry ou tput and a total 

of 1:32 jobs within an average salaiy of $69,:301. 

Si X 

Th is artic le was written by John N. I laskell , author of "The 
State of the Earnccl-lncome Tax Crcclit in Nashvi lle. " 
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Geographic Distribution of Nashville's Working Poor 
To reach those who fai l to claim tlw EITC credit, it is 

irnpo11a.nt to direct programs and outreach to the commu

nities where the working poor live and work. Geograph

ical data of the sort collected in the recent Nashvill E' 

Weal th Buildi ng A lliance ( WBA) study can in form 

organizations de\·elopi.ng strategies to meet thC' needs of 

the working poor. 

Income-expl icit, zip code-level IRS data can serve any 

nonprofi t or government administration seeking efficient, 

highly targeted service-delivery solutions for their low

income clients. For exan1ple, the NWBA intends to USC' 

the analysis as the basis for dE>cisions on additional VITA 

(Vo luntary Income Tax Assistance) site placement s. 

When seeking addi tional capitalization, the NWBA can 

approach stakeholders with an eiq:>ansion plan and the 

detailed market analysis to back i t up. 

The map shov,n here closely represents what you would 

"sE>e" walking through the city, indicati ng where the 

greatest concentrations of poor households ar e located. 

The darker zip codes reflect areas where outreach e!To11s 

might generate the highest returns on the dollar, gi\·en that 

densely populated households are less eiq:>ensiw to serYe 

than more sparsely populated households. Areas with a 

pai1 icula.rly high density of EITC recipients correspond 

to the same zip codes identified in the 65-24 corridor. 

Geographical analysis also revealed some interesting 

trends in the city's low-income neighborhoods. Zip codes 

that straddle I-24 e>q:>e1i enced the greatest growth in EITC 

dependency (from 1997 to 2003) compared to o ther 

secti ons o f the city, whil e many of the zip codes more 

traditionally associated with pover1y saw no growth or 

declining use of the EITC'. Mai1y of the traditionally poor 

West Nashville zip codes stood out from the entire sample, 

Geographical data pertaining to EITC distributions in the showing tax cred it amounts that consistent ly decl ined 

Nashville MSA for 2003 (the most recent year for which over the time of the study. One of the Iw·gest city-center 

zip-code level data was available) considered EITC dollar zip codes, 37206, displayed signs of mban gent1i.fication, 

w11ounts w1d the density of EITC returns compar ed to a.11 as EITC populations declined w1d non-EITC, troq:>aying 

tax returns relative to the income level of the zip-code populations (low versus midclle-to-high income) increased. 

area. The research indicates an unusually high concen- Anecdotal evidence on real-estate developments supports 

tration of EITC recipients along the 1-65 w1d 1-24 inter- this finding. 

state conidor, whlch received 40.9 percent or total EITC 

dollai"S in TY :2003 de pite ha\'ing only 30.5 percent of the Taken together, these findings in1ply the work of aid ing 

metropolitan area's tIDq:>ayer populat ion. Corridor zip low-inconw households in Nashvi lle must increasingly 

codes have EITC-recipient rates as high as 40 percent in consider both the urbw1 core and suburban locations as 

some areas. more of the working poor are moving outward to the city's 

Spatial Concentration of the Working Poor in Nashville, Tenn. 
Accord ing to density of EITC reci pients 

Lowest 

Low 

Med 

- High 

- Highest 

/ 65-24 Corridor 

Source: "Th e State of the Earn ed-Income Tax Credit in Nashville." 
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indust1ial ring w1d pe1iphery. 

Additional maps showing the 

distribution of the EITC in rela

tive dollar w11ount.s in Nashville 

and the growth of the EITC/Tax

payer ratio between 1997 and 

2003 can be viewed on the 

Atlanta Fed's v,ebsite at 

www.frbatlanta.org. ♦ 
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Split Refunds Link Tax Time to Savings 

I ' 

MANY AMERICAN HOUSEHOLDS ARE 

FACED WITH A FINANCIAL DECISION 

AT TAX TIME-WHAT TO DO WITH THEIR 

INCOME TAX REFUNDS? 

from paycheck to paychC'c-k. While' these' familiC's may 

nC'C'd thC'ir lax rC'f'unds to cover basic expC'nsC's, C'neom 

aging thC'm to sa\'C' C'ven a small portion or ii cou ld bC' an 

importa.nl slep toward fimmeial slability. 

The polC'ntial for using lax time' to inerC'a5C' housC'holcl 

smings is widely recognizC'cl. HO\l'C'\ 'er, many ta.xpayC'rs 

have beC'n discouraged from doing so because it has nol 

bC'C'n eom·enienl. Though many la.xpayers now rece ive 

thC'ir refunds tlu·ough direcl cleposil into a bank account, 

thC'y hal'C' only had I he opl ion of depositing the rC'f'und 

into one ac-eoLmt , and thC' majority of taxpayers USC' a 

cheeking aceounl. I I01-ve\'C'r, su1Yeys inclieale that , given 

a choice', C'\·en thC' lowest -income taxpayers wou ld be 

interestC'd in direcling a po,tion of their tax refund to a 

smings account. 

IRS creates split refund program 

Consumer ach·ocates hm·e been pushing the Internal 

Re1·enuC' SenieC' ( IRS) for se1·eral years to allow ta,x

payers to deposit their tax refunds directly into multiple 

accounls. Studies have shown that inclivicluals a.re more 

likely to sm·e if ii is easy and automatic. The IRS recently 

rC'sponclecl with the announeemC'nl that ta,'\7Jayers will bE' 

able to splil their rC'fm1cls into as many as three accounts 

in 2007. 

While many taxpayC'rs rC'ly on tlw ir refunds to help The "spl i t refund " option is a great opportuni ty to 

cover basic living expenses, these disbursements also increase' savings. Taxpayers wi ll attach a new Fonn 8888 

represent thC' only opportunity for man.1· low- and lo their rel urns indicating ho\1· their rC'fund should be 

moderate-income housd1olds to consider savings. Tlw allocatE'cl among up to three financial accounts. If even a 

avC'rage income' ta,x rC'fund is approx imately $2,000, and small pC'rcC'ntagC' of all U.S. taxpayE'rs take advan tage of 

for many famil ies, this is thC' single largest paymenl I hey I his new loo!, a significant amount of new savings w ill 

" -i!J rE'cei\·e each yE'a.r. Rese<u·ch shows that incli\·iduals be genC'rated each year. 

Lenci to \iew large, lump-sum paymC'nts difkrC'ntly from HowC'vC' r, the lowest income ta.>..'])ayers who need the 

nornial income', so ta,x time' pr01idC's a logical opporl u- smings thC' most may face' m1 additional obstacle' in taking 

nily lo promol C' savings. aclvanlagC' of this new option: Immy of them do nol have 

In 2005, spC'ndi.ng by L·.s. households exCC'C'ded dispos- I he bank accounts necessary for direct clC'posit. These 

able' income. For the first time' sincE' lhe Great DeprC'ssion, la.xpayNs a.re also the ones most likely to rely on high 

the national smings rate was negali\·C'. Lack of sm·ings is cost ta,x preparers and refund anticipation loans which 

a concern for housC'holds at all income' levC'ls, but parti- strip thC'm of lhC' oppo1tunity to lake advantage of this 

cula rly for thC' lowC'sl income' fami liC's who often li \·C' new too l. 
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Financial education a must spend. Financial institutions also hm·e a role to p lay by 

Increased access to b,rnking sen ices and fimmdal edu- providing I011·-cost sa,ing accounts to eligiblC' taxpayC't'S. 

cation are essPntial to m,ndmizC' the impact of tlw split Finally, 11·hile tax t imC' presents an opportunity to 

rC'funcl option. Ta.'\.l)ayC't'S must be informed about the rei,wigorale the sa,ings discussion, a comprehensin' 

potC'nt ial bC'ndits of sadng pa.11 of tlw ir tax re f'u nds and nat ional campaign is neC'dC'd to C'nc·ouragc' families al all 

encouraged lo open smings accmmts prior to Im:: time. income lp1·els to increasC' their sm·ings, thus strength-

\ 'oltmleer tm: assist,rnce progrnms aml nonprofit organi- en ing their 0 11·11 financial secu tily ,me! helping to re,·e1'Se 

zations pr01iding financial education should st,u1 C'ncotlJ'- the decline in the nalion·s smin g rate. ♦ 

aging their cliC'nls to , •ip1\· their ta,x refunds in IPrms of 

the money they will save as opposed to money tlwy wi ll 
Th is a11idl' 11·,L<; 11Tit1Pn by .!Pssica Ll'\'t•('n Farr, n•gional co111mu
nity dPH'lop111Pnt managpr in Jlw Atlant a Frcl's Naslnill r lmmch. 

Commonly Asked Questions about Splitting 

2006 Federal Income Tax Refunds 

What is a split refund? A split refund lets you divide 

your refund , in any proportion you choose and direct 

deposit the funds in up lo thrpe different accounts 1\ith 

l'.S. financial institutions. 

What are the benefits of splitting my refund? Instead 

of choosing between depositing yom refund into a check

ing or sm·ings account and later mo,·ing part of your 

rpfuncl to a.not her account, you can allocate your refund 

among up to three diffPrent account s and sC'nd your 

money where you want it llw first t ime. 

By splitt ing yom rpfund, you gC't t lw c·orn·en ience of 

directing some of your rC'fund lo your C'lwcking account 

for immediate needs and sending some' to sm·ings for 

future use. Plus, you gel the safety and speed of direc t 

deposit, allowing you access to yom refund faster than if 

you opt to rec·pive a paper check. 

Can I still send my refund to just one account? The 

choice is yours. You can ask !HS to direct deposit your 

2006 refund into one, l 1vo or three diffhent accounts. 

How do I split my refund? Simply complete ancl attach 

Form 8888, Oirc·ct Depos it of Refund, l o your f'ederal 

income lax return to tell IRS how much m1cl to which of 

your accounts you wm1I yom refund deposited. 

FEDERAL RESERVE BANK OF ATLANTA 

Does my refund have to exceed a certain amount to 

split it into different accounts? Yom deposit to each 

account must be at least $1.00. 

If I want to split my refund among different accounts, 

can those accounts be with different financial insti

tutions? You can sp lit your refund among up to thrC'e 

different l ' .S. financial inst ilulions as long as the~· 11·i1I 

accC'pl a direct clC'posit to your account. 

Must I file electronically to split my refund? You nm 

split your refund ll' lwther you ftle PIC'ctronically or on 

paper. I-lowP1'er, IRS recommends using r~/'i/e to al'oicl 

simple mistakes that could change' the amount of your 

rd'uncl , and I here fore the amount avai lable f'or deposit. 

Will splitting my refund cause a delay in depositing 

my refund? Splitting .vour rC'fund 11·ill not cause a delay. 

In fact , because ii uses clirC'cl deposit technology, your 

funds 1\ill be in your account(s) fa<,ler than if' you opt to 

receil'e your rC'funcl in a paper check. 

For more' information, p lC'asC' St'C' the ('0 111111011/y .-\skec/ Q11 es
tio11s "//011/ S11l i1ti11y 2006 Federul / 11rnn1e 'lrl.r RC',fi11uls a t 
http://www. irs.gm·/pub/irs-ut l/splil_l·cfunds_q&as 000606. pdf'. 
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Banking the Unbanked 
on Both Sides of the Border 

THE FEDERAL RESERVE BANKS AND THEIR CENTRAL BANK COUNTERPART IN MEXICO, 

BANCO DE MEXICO, CONTINUE TO INNOVATE AS THEY REFINE THEIR CROSS-BORDER 

ACH PAYMENTS SERVICES IN RESPONSE TO THE NEEDS AND DESIRES OF THE MEXICAN 

REMITTANCE MARKET. 

In mid-2005, the Federal Reserve Banks and Banco de Neve1theless, banks and credit un ions still find it cliffi-

Mexico launched Directo a Mexico' ", a campaign to cult to attract the many cus tomers who would benefi t 

spread the word about the benefits of using the FeclACH from sending remittance paym ents thro ugh Di rec to a 

International' Mexico Service for cross-border pay- Mexico. An account-to-account transfer; Dlrecto a Mexico 

ments . Thanks to promotional events and user-friendly requires that both the sender and beneficiary (recipient) 

marketing materials, Directo a Mex- maintain accounts at fi nancial ins titu-

ico is now widely known as an effi

cient payments system that makes it 

possible for U.S. fin a ncia l institu

tions to provide reliable ACH service to Mexico fo r 

the ir c us tomers . 

Not only is Directo a Mexico commi ttee! to low fees 

tions. Because the majority o f those 

sending money to Mexico ( or receiving 

it) do not have bank accounts, they do 

not patt icipate. Estimates show that only about five per-

cent of remittances ai·e sent to and from bank accOLmts. 

and next-clay cleai·ing or payments, but the program also New Fed partnership gets the unbanked on board 

provides foreign exchange rate conversions a t highly In an effort to help bank the lmbanked on both sides of 

competitive rates. This service has helped U.S. banks and the border, the Federal Reserve Banks and Banco de Mex-

credit unions increase their historically small share of ico have collaborated with Banco de! Ahorro Nacional 

the rapidly growing U.S.-to-Mexico remittance market. y Servicios F inancieros, S.N .C, commonly known as 
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Bansefi , a government-owned developmen t bank in The creation of Bansc('i 's BAR webs ite has provided 

Mexico. Through this new relationship, Banscfi and the another incentive for Mexican consumers in the United 

Federal Reserve Banks have created an innovative inter- States to look to !inancial institutions for their banking 

net tool, the BeneJicialy Accow1t Registration (BAR) web- and money transfer needs. ♦ 

sit e, which provides access to formal [inal1cial services 

as well as low-cost delivery of money transfers from the 

United States. 

The BAR websit e, owned and 111anagecl by BanseJi, 

allows banks and credit unions in the U.S. to pre-open 

an account for a third-party beneficialy in Mexico (who 

will rece ive the rc111ittance trans fer) at any Banse fi 

bral1ch throughout Mexico. Tlu·ough this se1vicc, whi ch 

is avai lable to all y fmal1cial insti tuti on enrolled in Di.recto 

a Mexico, users with passwords Call access the BAR web

site to register the bcneficialy. The registration process 

generates a CLASE (Clavf' Banc-aria Estandari zada)

a unique, 18-d igit number designated to identify each 

bal1k accmmt in Mexico-which Call be used inmiecliately 

by the financial institution to send a money transfer via 

Directo a Mexico. 

To formalize the accow1t alld w it hcl raw the funds, the 

beneficiary needs only to go Lo the clcsignatecl Banse[i 

branch in Mexico with proper identificat ion. The fac t 

that the funds arc wait ing for the beneficiary creates a 

great incentive to formalize the account, and more 

imp01ial1tly, to enter into the fom1al final1cial system. If 

the beneficimy docs not go to the 8al1sc[i branch w ithin 

10 business clays, the accotml is formally closed and the 

uncollected funds m·e retmnecl to the sender's account 

in the United States. 

The beneficimy's new account is an entry-level savings 

arrm1gement cal led Cuenta con tu Gente, "account with 

ymu- people." No fees m·e required to open the account 

or to access funds at any Bansefi branch. The mini111trn1 

initial deposit and 111ini111um balance is 50 pesos 

(approx imate ly U.S. $5) . 

Cw-rently, the BAR website makes it possible to pre

open an account at any of more th an 500 Bansefi 

branches. The next step is to include the credit union 

111embers of L@Red de la Gente in Mexico (sec sidebal} 

Ir all L@Red de la Gente credit unions choose to partici

pate, more than one thousa.nd locations wi ll be available 

for l .S. financial institutions to pre-open accounts. 

Directo a Mexico's overall goal is to promote efficient, 

low-cost, accounl-to-accotmL funds transfers to Mexico. 
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Thi s arti c l0 was wri lt C' n by Elena Whislrr, l'C' l ail paynwnt s 
proj ect coordin ator and program spC'cia list for Di rC'clo a 
~l ex ico at t 11C' Allan ta Fed. 

l!l b□nsEFi 
bcn:o dEL oh:rrn noctro... 4 SErlOJs Fnc:rcErDS s.ru: 

Bansefi is a development bank owned by the Mexican 

government. The Mexican Congress created Bansefi in 

April 2001, with a mandate to promote savings in Mex

ico. Bansefi serves as a bank with over 500 branches 

mainly located in lower-i ncome commun ities, providing 

f inancia l services to thei r customers. In addition, it pro

vides financial assistance, training, and direct access to 

the payments system in Mexico through a network of 

credit un ions and savings institutions called the Popular 

l:vings and Credit Organizations. 

Iii Pago de Remesas en Mexico 

L@Red de LaGente 

L@Red de la Gente, translated as 'The People's Network", 

is a commercial alliance between Bansefi and the Popular 

Savings and Cred it Organ izations. Membership in this 

network is voluntary. As of m id-2006, it comprised over 

94 credit unions and savings institutions with more than 

1 ,280 branches (inc luding Bansefi ). Al l members are 

regulated by the Mexican National Banking Commission 

(CNBV), which also regulates all commercial banks. Funds 

are insured by Fondo de Proteccion , similar to deposit 

insurance in the U.S., for up to 10,000 UDls (an index unit 

of funds used in Mexico) depending on the level of opera

tion of the cred it union. 

L 
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Bringing HBCUs Back to Their Communities 
SINCE 1837 HISTORICALLY BLACK COLLEGES AND UNIVERSITIES (HBCUS} HAVE BEEN 

PRODUCING AFRICAN AMERICAN LEADERS: DR. MARTIN LUTHER KING, JR., THURGOOD 

MARSHALL, LANGSTON HUGHES, OPRAH WINFREY, SAMUEL L. JACKSON AND EDWIN 

MOSES ARE ONLY A FEW HBCU ALUMNI WHO HAVE MADE SUBSTANTIAL CONTRIBU-

TIONS TO AMERICAN SOCIETY. 

But thr importancr of HBCL·s rxtencls 

bryoncl the young \1·omen and men thry 

educatr. They contribute substantially to 

rc·onomic gro\1·th by sending a stracly 

stremn of graduatrs into middle- and uppe1° 

incomr carrrrs. I IBCL. ha\'C' also t racl 

itionally worked to improve the economic 

hralt h of t he neighborhoods surrouncl ing 

their schools, and many in clude this 

commitment in their mission statrmrn ts. 

Collaborating to meet pressing needs 

E
. Jt{~- ' ,:,., ,., 

• . -~ i'. 

' 

Commitment to the community oftc'n prrsents stiff and the faith community. By forming such alliancrs, 

challengrs for 11B(Ts. Some are situatecl in the middle IIBCTs can maximize their Yalue as a resource for 

of wrli-c'stablishecl urban African-American c·ommunities, the communit y. 

while ot hers m·e in the heru1 of rural Anwrica. Regru·clless The perspect i\·e ,mcl knowledge a!Torclrcl by eclucati on 

of their su1Tounclings, institutions a.re fac·c'cl with the need is an acadrnric inst il ut ion's most ob1ious a<;Set. These 

to aclap t to a changing \\'Oriel. Shifts in clemographic schools SC' l'\'C' as centers support ing rrsearch , origi nal 

trrncls, ec·onomic structures, land-use patterns, social thinking and inno1·at i\·e ideas. Faculty mid students can 

forces, gm·rmrnent policies and funding patlPms al l affect o!Trr talrnt, <'XP<'J1 isr and problem-soh·ing skills relPnmt 

a schoo l's ability to address community nePcls. to mru1y l'acPts of c·ommLmity lifo. IIBC'l ·s can also bl'ing 

lnadequatP affordable housing, high unpmployment the insights of nu'ious disciplines, including lwalth car<', 

rat rs, lack of accessible chi ld care, below-par spconcla.ry rclucation, Pconomics, sociology, rnvironmrnta.1 managr-

schools, shortage of affordable health c·,u·c' micl r levated ment, businrss, information technology, architpc·t urr, 

crimp rat rs create a daunting scenm'io for I IBC'l ls trying urban design, ancl planning. 

to make a difference in their communities. Although much work cm1 be clone through \'OluntePr 

Aclclressing such issues is not a job for the IIBCl1 community senice progrru11s, it is unrealistic to expect 

alone , but one that ca lls for strong partnPrships and them to lw sul'liciPnt by themseh-es. Adequate funcling is 

coa liti ons with neighborhood and political leaders, critical to make' the best use of all tlw acaclPmic ancl 

nonprol'it organ izations, corporati ons, foundat ions human resour'C'es II BCL's can pro1·ide. 

tw elve VOLUME 1 6 , NUMBER 3 Digitized for FRASER 
https://fraser.stlouisfed.org 
Federal Reserve Bank of St. Louis



Ow'r llw yems, the \\1-tite House has Pxtmc!Pd its sup- Summit yields strategies 

port to tlwsP Pfforts. In 1980, President Ca11Pr signed an Paiticipants in the summit concluded that all I IBC'l ls 

cxecutiv<' Ol'(IC'r Pstablishing a federal program to assist shou ld be int erested in the econom ic viability of' thP 

I IBCTs working in their communities. Simi lar ('Xecut ive cornmunit iPs st11Touncl ing their schools, stat ing that it is 

o rd ers wnP issued by later President s. This monPy crucial for acaclPm ic institutions ancl communit ies to 

became an inc·pntive prompting many schools to increase foster a sharPcl ,·ision. They noted that conc('rn about the 

their in\'CJl\'C'ment in c·onm1wuty init iat i,·Ps. economic health of' the community is not solely altruistic; 

Since' I 080, the Department of I lousing ancl l ' rban the \\'ell-being of the neighborhood has a clirPct impact 

De,·elopment (I ll 'D), which administers the !'uncling, has on a school's ability to recntit and keep st uclents. 

allocated millions of dollms in grants. But in recent years, The group also agreed that a communi ty cle,·e lopnwnt 

funds hm-c become less available, forcing many schools program can not be successful without tlw complete 

to limit their invo lvement in communit y development support o ft lw school 's adrn inistrat ion. Searc· hes for 

initiatives. Some have even discontinued their programs. top leadership pos itions at 1-lBCUs shoul d see k cand i

dates with co mmunit y development backgro unds or 

Sixth District HBCU educators convene those who will support the school's inrnin'ment in 

On .June 1-1 , :2006, representati\·es from I IBCl 's met at the communit y. 

the Bi1111inghcrn1 Branch of the Federal Resen-c Bank of 

Atlanta to discuss strategies for creating or Pnhancing 

commun it y development prograi11s at historica lly black 

instituti ons. Representatives from a dozen schools in the 

Sixth District iclent i li ed key issues of concern: 

• PresPrving and sustaining existing community 

development progran1s; 

• Obtaining add itional grai1ts and subsidies; 

• Securing aclministrati\·e, financial ai1d moral sup

port from co llege presidents ai1d bmu·ds o f' regents 

by com·Pying to them how the programs benefit 

the school ; 

• Engaging the broader communit y. 

Dr. CordPII Wynn, president emeritus of' Sti llman Col

lege in Tuscaloosa, Ala., opened ,,ith the keynote address, 

which emphasized the importance of working in pcuiner

ship ,,-ith the community. In addition to reprC'sentati\·es 

from the FC'cleral Resen·e Bank, officials f'rom lll'D, 

Seedco crnd the Federal Home Loai1 Bank Bmml were on 

hai1d to discuss the benefits of their programs. 

Benedict College ai1d Benedict Al len-CDC' in Columbia, 

S.C. , were cited as models of best practices. Tlw Benedict 

Allen-C DC has successfully built ai1cl rehabilit atecl neigh

borhood housing at all income le,·els to crea te a more 

,ibrant, mixecl-income conm1wuty. It has also prO\idecl a 

recreat ional pai·k and plans to implement local broad

band intenwt service. These projects hm·e the add eel 

benefi t o f serving as self-sustaining revc'nm' sources. 
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HBCUs SHOULD CONSIDER USING 

THE CDC STRUCTURE TO SEPARATE 

COMMUNITY DEVELOPMENT ACTIVITIES 

FROM THE SCHOOL. 

Finally, tlwy cletc'rmined that HBCUs shou ld consider 

using the CDC struct ure to separate community clevelop

ment activities f'rom tlw school. It is c1itical, tlwy achisecl , 

for the CDC to inc·lucle a number of stakeholders f'rom 

its commun ity on the board of directors. 

They concu1Tecl that qualifying for and sC'l ling lcl\l·

income housing or historical tax credits is a ,·iab lC' way 

for the CDC to obta in funding for bu ilding affordable 

mulrifai11ily housing projects. \Vhile CDC's should pai1 ner 

with ai1 experienced developer, they must establish a fair 

partnership agreement to address issues such as f'air 

compensati on as well as require pe1iodic meetings and 

site ,isits for learning opportunities. 

An I-IBC'l '-sponsored CDC is eligible for a numlwr of 

free technical assistance options, and it cai1 compete for 

grants wit h other nonprofits. HCD, the Fecleral I lome 

Loan Ban k of' Atl ant a, and Scedco arc a f'ew o f' the 
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Benedict College received HUD grants to help support its neighborh ood revitalizatio n efforts. 

institutions that c-an pro\· ide funding, loans and tech

nical assistanc-P. 

In addition to forming CDC's, I IBCl.is were urged to 

c-reate educational programs to enc·ourage facult y, staff 

<rnd students to integrate higher education in a nuiety of 

c-ommunity sen ice, educational <lll cl research acti\ities 

l\ithin the community. 

In conclusion, I IBCUs have great potential as catalysts 

in addressing the needs of en l ire commll1lities of \\'hich 

they are a part. Thus it's \ital to exp lore ne\\' or better 

ways to increase their capacily for c-onrn1w1ity and eco

nomic development , especially by linking human and 

financial resources \ia effecti ve partnerships. ♦ 

This arti c le was w ril len by Mil<t' ~1il!wr, regional co!ll!llunity 
cll've lopment clirl'cl or in the All,utla 1-'l'cl's Birmingham branch. 

Photo provided by Federa l Resl'n'<' Bank or Ric hm ond's 
Community Affa irs offi ce pub l ic-al ion Morket1cise, Issue 
'l\vo, 200~. 
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For additional infonnation 

Refer to the following article from the Federal Reserve Bank 

of Richmond's Marketwise publication on Benedict Allen-CDC: 

http://www.richmondfed.org/publications/ community_ 

affairs/ marketwise/ pdf/ mwise2OO4-2.pdf 

The following works examine the relationship between 

HBCUs and their neighboring communities: 

Freeman, Kassie and Rodney T. Cohen (2001). "Bridging 

the Gap Between Economic Development and Cultura l 

Empowerment: HBCUs' Challenges for the Future." Urban 

Education 36(5 ): 585-596 

Department of Housing and Urban Development (2003). 

Minority-Serving Institutions of Higher Education: 

Developing Partnerships to Revitalize Communities. 

Washington , DC: 86. 
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CDFI Investing Made Easy with CARS 

WOULDN'T IT BE EASIER AND MORE EFFICIENT TO INVEST IN COMMUNITY 

DEVELOPMENT FINANCIAL INSTITUTIONS IF A RATING SYSTEM EXISTED TO 

PROVIDE AN OBJECTIVE, THIRD-PARTY ANALYSIS? 

The newly estab lished CDFI (Conummity Development 

Financ ia l Institut ion) Assessment and Rati ng System 

(CARS) makes moni to1ing CDFI investments easier and 

more effecti,·e. Reports by analysts with CDFJ eiqJe1ience 

consider financials, portfolio and other CDFI information 

to document any deterioration or improvement. 

New CDFI rating system 

CARS makes it possible for banks and other investors 

to access ratings and analyses on a growing number of 

CDFis. The Opportunity Finance Network of the ational 

Commun ity Capital Association began analyzing and 

rating CDFls through CARS in late 2004, and the number 

of rated insti tutions is growing along with investor interest 

in the new system. 

Thus far CARS has rated 22 CDFis and provides regular 

annual reviews on rated CDFis. By the encl or 2006 the 

number will grow to nearly 30. Its cl ients include some 

of the largest and best known institutions, such as The 

Reinvestment Fund in Pennsylvania and Low Income 

Investment Fund in California, as well as smal ler CDFls 

like the Florida Community Loan Fund, The !Iousing 

Fund in Tennessee and People Fund in Texas. 

CARS assesses CDFis in the areas of impact perfor

mance, fma.ncial strength and overall perfonmmce. Each 

report inc ludes ra ti ngs and a thorough analysis of at 

least tvventy pages with user-friendly sw11111aries, in-depth 

assessment, financ ial statements and ratios, and tables 

showing trends. 

Reports cover four key impact performa nce criteria 

and prov ide analysis of capital, assets, management, 
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earn ings and li quid it y in a "CAMEL" fo rmat. It also 

includes a pee r comparison that investors can use to 

establish a context for the investment opportun ity they 

are considering. 

In a recent speech, Federal Reserve Board Chairman 

Ben Bernanke high lighted the value of CARS fo r inves

tors and comm unity development: 

" ... the OpportLmity Finance Network's CDFJ Assess

ment and Ra ti ng System (CARS) gathers data to eval

uate a CDFI's overall creditworthiness a.ncl effectiveness 

in us ing its fi nanc ial resources to achieve its deve l

opment objectives. A CDFI is rated ... in a manner 

broadly ana logous to the way a supervisory agency 

would rate a commercial bank. ... Although s till in its 

early stages, th is ini ti ative, if successful , will have the 

double benefit of attracting more funds into comm unity 

development and helping to ensure that those funds are 

effectively used." 

CARS can increase the efficiency and effectiveness of 

both CDFI uncle1W1iting and monitoring. Si>..1.een leading 

CDFI investors including banks, soc ially responsible 

investors and foundations, are already using CA RS in 

their clue diligence process, to structw-e loan covenants, 

and to monitor I.heir existing investments. 

CDFls also benefit from rating system 

ot only is CARS helping investors, but rated CDFls 

are benefiting as well. As investors increase their use of 

CARS, they demand less information (and thus less time 

and energy) from rated CDFis during both the under

writing and monitoring processes. Some in vestors are 
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beginning to give primity to rated CDFis and to use the 

CARS ratings in their covenants. Some are also con

sidering offering discounts to rated CDFis because 

lending to the m is less expensive. 

One of the most s ign ificant initial impacts of CARS 

has been improved transparency and performance on 

the part of CDFis. The rigor of the analysis helps CDFis 

understand their strengths and challenges, and it moti

vates them to add ress issues that will help them improve 

and achieve a higher rating. 

... the rating system for CDF!s. 

Rated CDFls (analyses currently available)* 

Coastal Enterprises, Inc. 

Community First Fund 

Federation of Appa lachian Housing Enterprises 

Florida Community Loan Fund 

The Housing Fund (Nashville) 

Low Income Investment Fund 

Lenders for Community Development 

Mercy Loan Fund 

Montana CDC 

New Hampshire Community Loan Fund 

Nonprofit Finance Fund 

Northern Economic Initiatives Corporation 

Northland Foundation 

PeopleFund (formerly Austi n CDC) 

Primary Care Development Corporation 

The Reinvestment Fund 

Rural Community Assistance Corporation 

Unitarian Universalist Affordable Housing Corp. 

* Green text indicates the CDFls in the process of being 

rated , or scheduled to be rated. Note: At th is time, 

CARS™ is not rating depository institutions or venture 

capital funds. 

s ixtee n 

Although CARS is still in its infancy, it holds enormous 

potential to faci litate investing in CDFis, to help new 

investors enter the CDFI market, to help CDFls improve 

their perfmmance ar1d, ultimately, to increase the flow of 

capital to disadvantaged people ar1d communities through 

sound investments in CDFis. ♦ 

Th is article was written by Kathy Stearns, executive vice presi
dent at Opportunity Finance Network. 

For more info rmat ion or to receive a complimenta1y sample 
CARS"" analysis, please contact Kathy Stearns at 215-320-4307 
or kstea.rns@opportunjtyiinance.net. 

CDFls in the Pipeline (as of July 2006)* 

ACCION New York 

Arcata Economic Development Corporation 

Boston Community Capital 

Chicago Community Loan Fund 

Clearinghouse CDFI 

Connecticut Housing Investment Fund 

Enterpri se Community Loa n Fund 

Enterprise Corporation of the Delta 

Greater Berks Development Fund 

Housing Ass istance Cou ncil 

Housing Development Fund of Lower Fa irfield County 

Housing Partnership Network 

Il linois Faci lities Fund 

Initiative Foundation 

Kentucky High lands Investment Corporation 

LI SC 

Mi le High Housing Fund , Inc. 

NCB Development Corporation 

Nonprofit Assistance Fun d 

Partners fo r the Common Good 

Seedco 

ShoreBank Enterprise Pacific 

South Hartfo rd Initiative 

Spokane Neighborhood Economic Development All iance 

Vermont Community Loan Fund 

Western Massachusetts Enterprise Fund 
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Post-Katrina Housing Woes 
Challenge Residents and Planners 

THE POST-KATRINA HOUSING CHALLENGE FACING LOUISIANA AND THE GULF COAST 

GOES BEYOND SIMPLY REBUILDING PHYSICAL STRUCTURES: IT ALSO ENCOMPASSES 

THE NEED TO ESTABLISH GUIDING PRINCIPLES FOR CREATING COMMUNITIES THAT 

ARE INCLUSIVE, HEALTHY AND SAFE. 

FEl\lA repo11ed that 426,77:3 Louisiana residences and 

2:34,28-1 in l\lississippi suffered damage from Katrina. 

Of those, 28:3,8:38 in Louisiana and 68,72D in Mississippi 

were completely dest royed. Resi de nt s and business 

owners in flooded communities lost homes, rental prop

erty and commerc ial prope rty-basic-ally th e entire 

community infrastruc-tu re. 

Plans for rebui lding must look beyond current concli

ti ons and demographi c-s to consider the make-up o f 

the ci ti zemy prior to the disaster. Otherwise, planners 

ri sk under-inves t ing in affordab le housing, making it 

impossib le for pre,·ious residents to return to thei r 

neighborhoods. 

1 

The hunicane season of 200-:i re,·ealed the disastrous 

consequences of patterns of pm·e11y in the Lousiana and 

(iu lf Coast regions. A rcc-ent stud~· by the Brookings Insl i-
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tu t ion suggc'sts that many areas in tlw Cnited States with 

demographics and econom ies similar to those of the 

communil ies ravaged by Katr ina and Rita have lwen 

crea ted thro ugh po li cies that concentrate the poor in 

segregated inner-c- ity neighborh oods. 

A RA..'\'D Gulf States Policy Institut e study fu1ther sug

gests that lack of information for low-i.J1come populations 

about home fo1anci.J1g and affordable housi.J1g options has 

helped to perpetuate pon:1ty in these neighborhoods. 

Regardless of the reasons for the widespread clispmity 

in the region, the ult imate goals of rebuilding an equit able 

Gulf Coast region should be progress and i.J111x0Yemc'nt 

nol simply re-estab lishing the status quo. 

The trend in go,·ernment disaster assistance is to pay 

more to those ,,·ho incur larger financ ial losses. The 

elclC'rly !i,ing on lixc'd inconws, disablC'cl and lm,·-inc-ome 
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populations are not only more at 1isk al't0r hunicanes, but Gulf Coast homemrners must jump a number of hurdks 

tl1C'y are also more likely to experience difficulty acquir- lo rebuild: I-Iw1ica.ne victims havp to SC'ttle ,vith insurai1cp 

ing [ina.ncing for rebuilding compared to more' aJfluent companies to determine how much money they will 

populations who have the means to rPbui ld , acquire rPceivC' to rebuild. They must also w1clcrsta.nd how or if 

funding through lenders and access largpr poo ls of the plan for reCO\'CIY in their arC'a will affect thd r prop-

fedpraJ assistanu'. er1y or it s zoning. They must tl1C'n fmd contractors ai1d 

Middle-income incli\iduals and fam ilies who lost their workers who nm do the work. A.nd they must ultimately 

possessions and the Pquity in their homes also face hai·d- follow new regulations ai1d requirements for rebui lding. 

ships as they continue to pay mortgages on mere slabs For those desperate to see progress or come to a deci-

ai1CI incur the aclclccl costs of securing new residences. sion about whether to rebuild , thP rccm·e1y process is 

l\1aiiy n-tidclle-iJ1come incli\·iduals unable lo recm·er from slow and sometimes confusing. 

losses have essen tially become the new poor. Many homeowners have wait Pd for recle\·elopmcnt 

l 1ntil disaster ass istance is expanclecl to include pro- plans to be released so they can make informed deci-

vis ions that consi der the availibility o f rC'sourccs and sions, but some have decided not to wa it and have 

fun els in conjunc-1 ion wi th financial loss, low- ancl C'\'C'n stickcrcd tl1C'ir properly w ith ou t ragcous p1icc tags in 

miclcl le- income incli\'iclua ls and famili es wi ll fin cl it hope that a clC\'C'loper or a casino wi ll meet the ir asking 

especia ll y difficu lt to repair or rebui ld their homes price. Others fcai· the ci ty \\ill acquire their lai1cl through 

follcl\\·ing a disastPr. eminent domain , offering a fraction of the land's future 

rnlue, or ,1·01-r.v that I he bank will force-lose and se ize 

the propPrty. 

SOME INFLATED LAND AND HOUSING Large nw11bcrs of rental properties were lost in Loui-

siai1a ai1cl Mississippi , and renters arc waiting to see if 

COSTS CAN BE ATTRIBUTED TO THE I heir rcsidencps will be rebui lt for lease or sold by the 

owner for dc\·c lopmcnl. Across the board the shortage 

POSSIBILITY OF REDEVELOPMENT. of ren tal property is hampering economic reco\'ery in 

I hese areas because the 10\1·- and moderate-income 

employees who make up a large percentage oft he work

force arc w1able 10 fmd affordable rental prope11Y. 

The !inanciaJ stability of residents con I mues to be com-

After Katrina, the cost o f Janel ancl housing in many promised by the escalation in costs fo llo1,·ing Katrina. 

hurrica.nc-alTcctecl areas inc-rcasecl substantially. Some of Although jobs arc currently p lentiful , pay has not kept 

the increases arc furl eel by demand for housing while pace ( except in I he casino ancl gambli ng incluslly) with 

some inflated Janel and housing costs ca.ii be attributed I he ri sing costs o f housing, insurance premiums ancl 

to the possibility o f rcclcwlopment. Regardless of the building materials. 

reason for the mcrcases, widespread destruct ion of prop-

ert.v on \·aJuable coastal lai1cl is opening the door for pli

\'ate de\·clopers and community leaders to re-envision 

the use and look of some of these areas. 

Although Katrina damaged over :234,000 Mississippi 

rcsiclenccs, 68,7:29 of which were completely clestroyecl , 

on ly 1,50-1 formal building permits for new construe-I ion 

ai1d repai r were issued i.11 I lai1cock, I laiTison ai1d Jack

son counties- the three hardest hit counliC's-belween 

Katrina's lai1dfall ancl .June of 2006. 

eighteen 

- - _. . . 

As storm victims have tw11ed to insurance companies 

or lenders for help rebuilclil1g their homes and busiJ1es cs, 

many ha\·e been met by compl ications that make them 

uncertain about whet her they will be ab le to !incl the 

resources they need to recover from I heir losses. 

Mai1y policyholders believe their iJ1surai1ce companies 

have not pro\·iclecl adequate compensal ion in pro port ion 

10 their cm·erccl losses, a.ncl insurai1cc companies hm·c 
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bccn \\iclC'ly c1itidzccl about their scnicc and perfonmmcc 

follO\\·ing the stom1s. Debate was spm·kccl by insur,mcc 

matNials that can bc usPcl . but they also Pscalatc tlw 

cost of rPbuilcling. 

FEi\lA n'c·onmienclat ions arP particular!~· important to 

i.Jislu-ann' companiPs and IC'ncling inst it ut ions, which USC' 

them to clC'tNminP premiums and to clec-iclC' \,·het lwr 

floocl insurancc is n'quirC'cl with a mortgage'. 

FEi\lA's Iww recomnH'nclation in Biloxi, for Pxample, 

incrcasccl t hc basC' C' IC'\·at ion for canst ruction from 

13 fept to 18 fcct abm·c t hc ground, and somc C'lcrnt ion 

requirenll'nts cxtend as high as 27 fePt, clC'pPncling on tlH' 

local ion of t he propcrt y. Estimates for C' IC'rnt ing an 800-

squarc-foot home by 12 lh•t range from $:20,000-$50,000, 

d:ramat ically in<TC'asing I hc cost of rcbuilcling mid SC'\'C'rely 

limiting thP number of pC'oplc \\·ho can afford it. ThosP 

\\·ho fail to comply can bc ciC'nied building pennits from 

the city ancl insuranC(' c·m·crage from prin1tc companics 

or the fecleral go,·emn1Pnt. 

Zoning rcgulations ancl building codPs also affect the 

ability of clisaster-strick('n c-ommunitics to rebuild in 

innon,ti\·e and equitabl e' ways. 

companics· assertions that the flooding outside of:\('\\. Sincc thc stomis affcctcd e\·eryone--t hc Jic-h. thc poor 

Orlcm1s \\·as not a wind-cl.!i\·en occuIwnc-c. This opinion, and peoplc of all raccs ancl C'thnicities-thc success of 

rcc-cnt ly rC'inforcccl by a federal ruling in 1ississippi the rcbuilding will bP largely clcte1mi11Pcl by its inclusin'-

cou 11s, !caves tens of thousands of insurccl homC'O\\-m'rs ness. At thc \·c,y lcast, local. state and fcclcral lcadcrship 

in an•as hit by :20 to :30 feet of stonn surgc ineligible• to should pnforc-c pro\·isions to prated thc rights and 

co llcc-t on t llC'ir claims. propPrty of homeownprs ,mcl renters with plm1s that ,U-C' 

SomP lcnclcis, inc-lucl ing the Small Busincss Aclm inistra- carC'ful ly consiclercd, wp ll-informed ancl equ i t ab l e'. ♦ 

lion, arP basing thPir clPcisions to prmidc loan ;:issist,mc·c 

on traditional lending critctia such as thc \ict ims· currpnt 

j ob status, cred it scores and credit histo1y. ThcsP quali

fins, C'SpC'C'ial ly unemployment, cm1 Pxduclc tens of I hou

sancls of pcoplc from accessing thC' funds they nC'Pcl to 

rcbuilcl their honlC's and restmt their li\'C'S. 

NPw rules, restrictions and zoning ,U-C' also a.ffccting 

constrnction i..11 Louisim1a and :\lississippi. Becausc thPy 

arP conccrned about future disastcrs, policymakC'rs. 

insuranc-c compan iC's, mmtgage companies ancl cle\·C' l

opcrs hm·C' tightencd building regulations, chm1ging ancl 

aclcling rulcs that \\·ill gO\·ern the rebuilding proc-Pss. 

C' \\' regulati ons not only stipulate' thc dcsigns and 
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Selec ti ons from ""Tlw BridgP, .. August :200(i spPc-ial Pdition. 
were rPprintPd with pNmission from tllC' Foundation for 
the ;Ilic! South. 

Photos Oil pagP 17 by :\lark \\'o[fp c-ourtPS:V or FE.\IA. 

Photo on pagt' HI from Foundation for tlw .\lic!South. 
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ALABAMA 
STATEWIDE COLLABORATIVE PROMOTES FINANCIAL 

STABILITY FOR INDIVIDUALS AND FAMILIES 

In light of diminishing AABC's par tnrrs include 23 nonprofits, 6 financial insti-

national smings ratrs and the tutions, 2 fmmdations, -I p1i\·atr companies. 2 ci ty gm·rm-

w idening gap between ri ch and menls, -I collegrs and uniYersiti rs, and -I gowmment and 

poor, state wealth-building programs bank regulatory agrncies-including the Federal Reserve 

arc more impor tant than r ver. According l o CFED's Bank of Atlanta. 

"Assets and Oppo1imlity Scorecard," which gave Alabama In tem1S of funding, the Unit ed Way of Central Alabama 

an overall "D" grade, the state ha'l room for improvement. ( l 'WCA) request r d and received on behallf of AABC' O\'C'r 

$600,000 in grant s from the Depart ment of ll ealt h and 

CFED ratings for Alabama were as follows: 

• -17th in household net wo1ih de\·elopmrnt progran1s; 

• -18th in households w ith zero net \\·01ih; 

• 50th in households w ith checking accounts; 

• 49th in households w ith savings accow1ts; 

• 50th in bankruptcy rate. 

Coalition responds to dismal data 

With this dismal data in mind, a small group of non

profits, financial institutions, colleges and bank regulatory 

agencies met la'lt year in Livingston, Ala. , to discuss the 

possibility of creating a statewide IDA (lndi\idual De\·elop

mrnt Account) coalition. 

The group in il ially em"isioned an IDA poo l for non

pro fits to access in their wealth-building programs for 

low- and modrratc- income indivi duals. 1 lowrver, they 

soon realized that many other strategics could be useful 

in asset building, and the group broadened its structure 

to form the Alabama Asset Building Coalition (AABC). 

AABC is a statev.ide collaboratin• that promotes finan

cial stabili ty for individuals and fanli l ies. By fac ili tating 

sa\ings, financial educati on and other wealth-bu ilding 

programs, the coal it ion aims to create an economic 

foundation that will make it possib le for under-sen ·ed 

residents in A labama to reach their highest potr ntial. 

Directed ini ti al ly by a st er ring committ ee, AABC wi ll 

establish a formal board of directors under a nonprofi t 

w ith IRS :S0 l (c)(:3) status. 

t wenty 

ll uman Sen ices th rough the Assets for Independence 

Act. With matching funds from f inancial inst ilut ions, 

foundations, employers and local city gm·emrncnts, total 

IDA program funds ha\·e reached $1.2 nlillion. 

Unique structure eases bank burden 

Th is I DA program is unique from many in not bur

dening its financial inst i tution members with cumber

some record keeping. Instead, llWCA administers the 

progran1 and handles accounting, working directly with 

the coalition members. 

Banks part ic ipate largely by creating and sc,...- ic-i ng 

indiv idual savings account s. Once indivi dual savers 

reach their goals, they are awarded a matching grant 

po1iion. Typ ical s1:n ·crs' goals arc home purchase, col

lege education or small business investment. 

AABC programs arc up and running, and IDA accounts 

arc- being opened daily. AABC also provides finan cial 

c-ducalion (including the FDIC Money Smart CLUTiculum), 

IRS c-ducational programs for the Earned I ncomr Tax 

Credit and the Child Tax Credit , and free incomr tax 

preparation sen i ces through IRS Volunteer lncomc- Tax 

Assistance (\'lTA) sites. ♦ 

Th is m1ic le wa~ w rilt (•n by Michal' ! Mil nPr, regional communit y 
dl'VC' loprnpnt clirC'<' lor in thp Atlant a F(•d's Birminghan1 branch. 
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NORTH FLORIDA 
DISASTER RECOVERY TRAINING IN FLORIDA 

SincC' tlH' :2004 hurricane SC'ason, C' ight hurricanes inst itutions in rC'cm·C' ty WC'rC' also 

hm·e rm·aged Florida. IPa\'ing a trail o f unprC'cedentC'd discussed. as ,,·ell as initiati,·es in 

damag<' in most n:-gions of the state. Local go1·ernnwnts tlw insmatKC' industry to inc-lude local 

h,ffe not only beC'n ca llPd upon as firs t respondPrs in gowrnrnent in responding to insma.iKe issues 

these disasters; t hC'y also se1ve as a critical link for low- a.inong low- and moderate-income homeownC'rs. 

w1d rnocl<:'rate-income citizens to access disastC'r reco,·ery Disaster rPco1·e1y wi ll continue to lw a uitical issue in 

resource's a.i1d mitigation tools for future e1·ents. our state, a.i1d another recon'tY workshop is scheduled 

To fost<:'r dialogue' about thesC' issues, tlH' F101ida Com- in :2007. Prm·iding afrorclablC', sustainable housing art er 

munity DC'\'elopmC'nt Associat ion hostC'd the first state

w ide disaster rp co1Try training in F lo rida for local 

gm·ernnwnt housing agpncies, community devC' lopment 

professionals and nonprofit organizations this NmTmber 

in Orla.i1do. 

Oesig,wcl to prmide tlw tools for local gm·emnwnt ai1d 

nonprofit orga.i1izations to access federal, state atl< I p1i1·ate 

n'sourcC's for rPcovery, long-term rnitigat ion a.i1d sustain

ability, the conferC'nce also highlighted best prac-t ic-C's and 

k'ssons IC',mircl during tlw eight disastC'J" c•1·ents. 

Experience with disaster informs planning 

The k<:'ynotC' spC'aker at the workshop, DisastC'r I lousing 

C'hiC'f Roy Dunn wi th the statC' of Florida 's Emergency 

R('sponsC' TC'a.tll dC'ta.ikd lessons lea.nird dming pre\ious 

disastNs. Ile dPscribC'd ongoing planning at tlw stat<' 

lc•1·el to prmid<' sustainabl<' housing resources in a post

disaster environmC'nt a.i1d emphasized llw impo11wiee of 

collaboration ,:rn1ong all l<:'1·rls of gowmment. According 

to Dunn the fundamental insight emerging from ongoing 

recovery effort s in Fl orida is that all k•wls of gm·ern

ment must work closely togellwr alongside prival (' a.i1d 

nonprofit sectors, coordinating their rfTorts to assist 

disaster 1ictims. 

l ntergm·ernnwntal pa11nerships in housing recm·e1y, 

local gm·C'mment best practices, volunteer coordination, 

FEMA Public A'isistai1ce Prograi11s, housing prese1...-ation 

and hazard mil igation were ai11ong the session I opics at 

tlw workshop. Business n'c-ow1y a.i1d the role of financial 
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enwrgency housing serviC('S arc discontinued remains 

kry to the economic- health o f the ('Ommunity and t lw 

region. By assisting in the coordination and fac ilitation 

of this conferC'nCC', lhC' Jacksomille Branch of tlw Fed

eral lkse1ve Bank o f Atlanta's Community Affa irs pro

gram demonstrates a pa.i·t of the Fed's commitnwnt to 

disaster recm·e1y efTo11s in the Sixth Distri ct. ♦ 

This article \\',L~ 1nill<'n by J,mc•t ll,m1er, n 'gional communit y 
cl<'Vl' lopment n1anagPr in th<' At lanta Fed's .Jackso1wille branch. 
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