
from the Editor ... 
Large forces are reshaping our 
economy. They are also affecting the 
well being of individuals and their 
communities. These developments 
have focused the attention of many 
municipalities and regions on the 
need to plan for economic growth. 

One school of thought contends 
that regional planning entities, as 
opposed to federal, state, or mu­
nicipal governments, can best 
position themselves advantageously 

in a global economy. Perhaps most 
important, a regional approach 
to economic development can 

marshall the resources of all sectors. 
It involves creating and attracting 
the resources (financial and other­
wise) that flourishing communities 
often take for granted. It also in­
volves the somewhat more abstract 
"community-buJding" - creating 
the social glue that binds people 

together in a shared sense of place 
and community well-being by 
strengthening the relationships 
among individuals, families, and 
organizations. 

Successful pursuit of regional eco­
nomic development requires effec­
tive coordination of myriad ele­

ments. Although resources may ex­
ist, they are almost always frag­
mented. Regional networks can ef­
fectively coordinate and utJize the 
resources that will capitalize on 
economic development endeavors. 
Networks that can tap into and 
make creative use of such assets 

have an improved potential for 
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Strategic Rpproaches to Regional 
Economic Development 
au Beth Siegel ana Devon Wineu. Mt. Auburn Associates 

Mt. Auburn Associates, founded in 

1985, is an economic development 
consulting f,·rm based in Somervi!le, 
.1\1assacfwsetts. Tl1e /;rm works na­

tionwide in many facets of economic 
development analysis and planning, 
including regional strategic plans, 
community development plans, devel­
opment finance program design, 

evaluations o/ federal, state, and lo­
cal economic development programs, 
and sectoral!y targeted strategies. 

Bet/1 Siegel is co-founder and presi­
dent of Mt. Auburn Associates. De­
von \tl1ney is an associate at .1\1t. 
Auburn. Toget/ier, Ms. Siegel and 
Ms. W7i'ney have worked with over 20 
communities and regions, assisting 
them in tlie dei·elopment of strategic 
economic development plans. 

A football team is unMiely to win a 

championship ·without a carefully 
crafted game plan, just as an en­
trepreneur is unlikely to build a 
profitable company without a busi­
ness plan. As communities have 
grasped the importance of eco­
nomic development, they have 

learned to respect the same need 
for planning. 

While planning has been carried 
out at the local level for some time, 
communities have frequently taken 
a narrow approach to development 
planning by looking at either sup-

ply, primarJy job placement con­
cerns for local residents, or de­
mand, primarJy the concerns of the 
business community. A strategic 
approach to economic development 
considers both sides of the equa­
tion. A regional approach goes even 

further, by incorporating informa­
tion about the broader economic 

environment in which a municipal­
ity functions. 

Economic N eecl for 
Regional Planning 
Over the past decade a sense of eco­
nomic insecurity has cast a shadow 
over New England. A number of 
forces have ;ontributed to this 
trend, including market globaliza­
tion and increased capital mobJ­
ity, rapid and constant technologi­

cal change, and changes in public 
sector roles and resources. These 
forces are transforming the New 
England economy, and have led to 
a declining manufacturing sector; 
a bifurcated labor market that of -
fers on the one hand low-paying, 

temporary, or part-time jobs and, 
on the other, knowledge-intensive 
jobs that require skills that many 
do not hold; and deepening gaps 
between rich and poor. 

Tli.e Case for Regional 
Plannind ~ 

,:, 

lvlany communities react to eco­
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Communities & Banking explores 

v:ia!Jle roles for financial institu­

tions n:i community economic de­
velopment. The n;wsletter is pro­

duced bv the Federal Reserve 

Bank of Boston's Public and 

Community Affairs Department. 

For. free subscriptions, •· v.Tite. to 
Rebecca Carter, Public and 

Community Affairs, Federal Re­
serve Bank of Boston, P.O. Box 

2076, Boston, NIA 02106-2076 
(617-973-3813}. For additional 

copies, contact Sharon St. Louis 

at the same address (617~973-
3459). 

Views expressed .are not neces­

sarily those of the Federal 

Reserve Bank of Boston or 

the Federal Reserve Svstem. 

Information about up;oming 

events and other organizations 

should be considered strictly 

informational, not as an en­

dorsement of their activities. 

Readers _interested in having 
community· development pro­
grams or projects described in 
Communities & Banking should 
contact: 

Communities & 
Publicand Communitq 

Federnl Reserve Bank of Boston 
P.H. 8012076 

Boston. 02106-2076 
617-97.3-3813 

............. 
Articles may be reprinted 

or abstracted if 
Communities & Banking 

is credited. Please send copies 
of the reprinted materials 

to the editor. 

from tne Editor continued ... 
meetins resional economic devel­

opment go;ls. 

Financial institutions play a pivotal 

role in such a networlc. They can 

be invaluable participants in 

developing plans for economic 

growth. They may also participate 

as crucial partners with public 

agencies and nonprofit organiza­

tions to finance new and ongoing 

ventures. In short, they will s~ppl; 

the financial adhesive that will 

unifv a res ion's assets to build an 

effe;tive d~velopment effort. 

This issue of Communities & Bank­

ing is largely devoted to the subject 

of effective planning for regional 

economic development. We also 

lool" at how one successful organi­
zation in .Maine has undert:,l,en 

economic development. 

In their feature article "Strategic 

Approaches to Regional Econo~ic 

Development," Beth Siegel and 

Devon Winev of .L\lt. Auburn As­
sociates outline the benefits of re­

gional planning and provide a tem­

plate for undertaking a regional 

economic development effort. 

Carla Dicbtein then profiles 
Coastal Enterprises, Inc.' s regional 

development efforts in southern 

and midcoast .Maine. 

In Compliance Q&A, Carol 

Ruben and .A11tl10nv Ricko of the 

Federal Reserve Ba:,k of Boston's 

Bank Examination Department 

answer some of the most frequently 
asl,ed questions about Home Mort­

gage Disclosure Act compliance 

and reporting requirements. 

Community Developments lists 

publications available for tl10se in­

terested in pursuing regional eco­

nomic development; it also supplies 

information about otber commu­

nity and economic development 

resources. Finallv, it offers a list of 

materials to hel~J you understand 

the new Communitv Reinvestment 
Act regulations. . 

\\rre hope you find Commu11ities & 
Ba11ki11g useful and inforrn.ative 

and, as always, we invite you to 

complete and return the reader re­

sponse card located at the bad< of 

this issue. C& B 

page 1 
Regional Planning in a Glohal Economy: 

Strategies and Practices 

page4 
Profile 

Coastal Enterprises, Inc.: 

A Holistic Approach to Regional Economic Development 

pages 7 & 10 
Community Developments: More Information on tbe 

New CRA and Community Economic Development 

page 8 
Compliance Q&A 

Home Mortgage Disclosure Act 

page 10 
Video Seminar Hishlid1.ts 

Issues Relevant to Lending i~ I;clian Country 

page 12 
Reader Response 
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5trnteqic Rppraaches. cant ... .. 

nom.ic problems rather than plan 

for economic opportunity. For ex­

ample, when a local business doses, 

leaving an empty building, a com-

1nunitv 111av undertake an eco­

nomic devel~pment project without 

adequate attention to tl1e com­

munity's econo111ic needs, re­

sources, or development goals. An-

community operates in a vacuum; 
it is tied to surrounding munici­

palities. A plant closing i~ one town 

is likely to affect its surrounding 
communities. 

Local commercial sector i-ita/ity de­

pends on tlie fwalt/1 o/ tfze regional 

economy. Put simply, local stores are 
unlikelv to thrive if regional unem-

. ployr;ent is m 

Regional economic development strategic 
planning is a sqstematic. broad-based 
ettort to determine rnhere a communitq 
rnants to go and horn it can get there. 

double digits. 

Implementation o/ 
strategies requires 

tapping into regional 

resources outside a 

narro1c geograp/1ic 

area. The resources 

other town may attempt to copy a 

neighboring communitv 's strates:v. 
Ho;•ever, a ~om.munitv .is not lJ<;iv 

to succeed at economic. developme~t 

by reacting rather than planning, 

or by copying another's strategy. 

Bv contrast, regional economic 

d~velopment str;tegic planning is 

a systematic, broad-based effort to 

determine where a communitv 
wants to so and how it can oe.t 

there. Eco~omic development st:a­

tegic planning involves clarifying 

the comn1unitv' s concerns and 
goals, assessing. its external envi­

ron1nent and internal resources, 

identifving and evaluating eco­

nomic Jev;lopment strategi;s, and 

designing and implementing an ef -

fective plan. Once a community 

has determined its stoals and the 
barriers to achieving- them, it can 

develop effective pr;grams and ef­

ficiently allocate resources. 

Increasingly, actors at the local and 

regional level look toward economic 

de~1elopment to address the need for 

economic opportunity. As they do 

so, thev should examine both their 

local ~nd regional economies. 

There are ma~v reasons for takino 
such an appro~cl1: " 

Lal,or force mobility means tfwt com­

m unities are tied to one anot/1er. No 
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on which local busi­

nesses draw are frequently located 

outside the immediate municipal­

ity. Financial, development, and 
educational institutions, for ex­

ample, generally serve regional 
marl<ets. 

A. regional approac/1 allows focal or­

ganizations to collaborate. Collabo­

ration creates greater political vis­
ibilitv and builds economies of 
scale .useful in both planning and 

implementation. 

U ndertal<ing Regional 
Strategic Analysis 
Each step in analyzing a regional 

economy ,vJl answer one of three 

questions: 

l. Hoic 1ce// is tlie economy meeting 

tfze needs of area residents? This 
question e.xamines whether the 

economy is producing an adequate 
number of quality jobs. 

2. TI7fwt is t/1e structure o/ t/ie focal 

economy and /1oic does it affect tfie 

region's economic pe1{ormance? This 

analysis focuses on the business 

sectors that supply goods or services 

to customers outside the rest.ion, 
brinsing new income to the re;ion. 
Particular attention should be-paid 

to the industries that fuel a region's 

economy - software develo;ment 

in Boston, fishing in New Bedford, 

biotechnology in Worcester. 

3. How strong is tf1e region's eco­

nomic resource base? The resource 

base includes the labor force, edu­

cation and training institutions, de­

velopment institutions, physical in­

frastructure, financial resources, 

and technology organizations. 

Benefits of Strategic 
Planning 
Strategic planning has many ben­

efits, all of which can lead to effec­

tive and efficient use of scarce re­

sources. Besides helping commu­

nities to reach specific goals, addi­

tional benefits include: 

• Building knowledge and aware­

ness by off:ring great~r insight into 

the strengths and weaknesses of the 

economy. 

• Accurately diagnosing problems 

by presenting an objective assess­

ment of the region's economic 

problems. 

• Separating myths from truths by 
allowing for systematic testing of 

commonly held perceptions. 

• Determining appropriate strat­

egies bv establishing an informed 

f;undation based o~ the region's 

needs and opportunities. 

• Building consensus, which yields 

cooperation among various con­

stituencies that spills over into 

other regional activities. 

Pursuing a Regional 
Planning Effort 
Regional plans by definition include 

a number of communities. Expe­

rience bas shown that such a plan­

ning effort needs to be shepherded 

by a regional entity, whether an ex­

isting organization or a group as­

sembled for this specific purpose. 

Existing regional orstanizations 

that ba;e su;cessfullv ~uided stra­
tegic planning efforts·i;clude coun­

cils of government, planning agen­
cies, work force development 



boards, and community colleges. 

Regional planning is particularly 
difficult in New England, where the 

political system is f~unded on mu­

nicipal autonomy. Towns in New 

England have little history of re­
gional cooperation, nor do they 
have an infrastructure of regional 
organizations on which to~ draw. 

H;nce, communities wishing to 

pursue regional economic develop­

ment generally must form new re­

gional alliances. One benefit of 

forming a new entity is that it en­

ables the region to involve a broad 

constituency of participants, which 

should include individuals from the 

public and private sectors, commu­

nity-based organizations, and rep­

resentatives of key resource orga­

nizations. 

Among the resource organizations 
to be included in the planning pro­

cess are financial institutions. 

Banks can provide valuable infor­

mation in the strategic planning 

process. Lenders that can aggregate 

their experiences along with those 

of individual enterprises will add 

much to the regional planning ef­

fort. Banks can 

will reap years of rewards. \'f'hile few 

1-iave tried to quantify the benefits 

of strategic planning, anecdotal evi­
dence suggests that communities 

provide important 

information about 
the health of tl1e re­

gional economv, in­

~luding busine;s in­

terest in expansion 

and trends in busi-

Regions willing to invest the time and 
resources in a long-term strategic planning 

effort will reap qears of rewards. 

ness formation and failure. Bank 

participation in regional strategic 

planning can also involve a healthy 

dose of self-interest, since in the 
short term the regional alliance 

provides an excelle~t opportunity 
for networking. And in the longer 

term economic grmvth will s;ur 
demand for bant:-lending. 

Regional strategic planning is by no 

means a "quick fix" for the eco­

nomic problems facing New En­

gland. However, regions willing to 

invest the time and resources in a 

long-term strategic planning effort 

PROFILE 

that have completed planning ef­

forts are more responsive to the 

needs of indushy, enjoy greater co­
ordination among existing organi­

zations, target tl~eir effo;ts t~ at­

tract new industrv more effectivelv, 
and demonstrat~ improvement i.n 

the economic well-being of the 
business community and ~of work­

ing residents. 

We recommend seueral publications 
011 regional strategic planning /or 
economic derelopment. }ou 1ci/l /illL1 
tfzem listed in tl1e Community De­
i•elopments section o/ tf1is issue. 

Coastal Enterprises Inc.: 
A HolisHc Approach to Regional Economic Development 

Coastal Enterprises, Inc. (CBI) cre­

ates social and economic opportuni­
ties /or Maine residents, businesses, 
and communities. CBI practices 
statewide wit/1 a special /ocus on re­
gional development in soutf1ern, 
midcoast and central Maine. It is 

known /or its targeted development 
strategies that support specific sec­
tors o/ tf1e economy tf1roug/1 gap fi­
nancing and teclmical assistance. 

Carla Dickstein is Senior Develop­
ment Off;cer /or Researc/1 and Policy 
Development at CBI. Sf1e oversees 
new initiatives, suc/1 as CEI's Green 
Fund and tf1e Maine Farms Project. 

bq Carla Dickstein. Coastal Enterprises. Inc. 

Ms. Dickstein also directed tf1e de­

sign and analysis o/ CEI's Social 
Economic Impact .Assessment, zvf1ic/1 
examined tfze outcomes o/ CEI's 

small business lending port/olic1. 

Wlw Reoional 
De.:elop~ent? 
Targeted regional development is a 

means to accomplish CEI's mission 
of helping Maine's people and com­

munities, particularly those with 
low incomes, reach an adequate and 

equitable standard of living. Devel­

opment is not an end in itself; it is 

not simply a question of creating 

jobs or wealth, or of increasing the 

tax base. It is instead a means to 

improve the lives of people. It 

should therefore be measured bv its 

impact on people - especiall;, on 

the poorest people. 

\\77hen undertaking regional eco­
nomic developm~ent: CEI ap­

proaches the tasl< in a multi-fac­

eted way: 

• thinkind holisticallv about a 
region's d:velopment ;1eeds and 

opportunities; 

• creating assets that assist people 

and businesses; 
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• targeting businesses and sectors 

that ;reat; quality jobs or provide 

important services, especially in 

distressed sectors or communities; 

• linking low-income people and 

AFDC recipients to jobs and re-
sources; 

0 working in partnership with 

banks and others in the private and 

public sectors. 

Thinl<ing Holistically 
The needs and resources of com­

munities determine CEI's develop­

ment strategies. Acommunitv's as­
sets, rathe; than its deficie.ncies, 

figure prominently in CEI's bot­

tom-up approach. Such assets in­

clude a comn1unitv 's natural re­

sources, its busines~es and institu­

tions, and its people - particularly 

the unemployed and those on 

public assistance. In this model, 

business development takes cen­

ter stage in CE I's work to help 

individuals and communities cre­

ate employment and economic 
opportunity. Recently, our devel­

opment strategies have added 

sustainable development goals 

that incorporate environmental 

criteria into the selection of spe­

cific sectors and development 

strategies. These added criteria 

have l;d to our financing sustain­
able fisheries, agricult~ure, and 

environmental i1~dustries. 

Creating Assets 
Creatin;::t assets is the most con­

crete wa~ that CEI intervenes in 

regional development. Asset de­

velopment is also an important 

part of institutionalizing eco­

nomic development and achiev­

ing a long-term impact. To ac­

complish this objective, CEI has 

established an internal asset base 

that we utilize to help businesses 

and individuals create their own 

assets. \\7orking in partnership 

with other finance institutions 

- particularly banhs- CEI le­

verages other conventional and 

gove:nment financing. On average, 
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even· dollar leverages S.2. 70 in ini­
tial .financins: ancl SJ. 70 of total 

financing for~ the firm. 1 

CE I concentrates on furnishing 

gap financing and technical assis­

tance. In 198.2 we bes:an to raise 
,;:rants and loans tbat ~oulcl be re­

lent and invested as subordinated 

debt and equity capital to finance 

starting or expanding enterprises. 

Businesses of a varietv of sizes 

from microenterprise; to job-gen­

erating sn1all businesses can now 
look t-o CEI for a continuum of 

financins:, with loans and invest­
ment ra-nging from SS,000 to 

$750,000. 

Targeting Sectors for 
Development 
Targeting specific sectors bas 

allowed CE I to access ind us try 

information, \\'hich in turn im­

proves our understanding of mar­
lcets, our underwriting, and our 

abilitv to meet indu;trv needs 
tbrou.sh financial and t~clmical 

assist;nce. CEI initiallv tar,::teted 

natural resource industries su~h as 
fisheries, aquaculture, small-scale 

farming, and secondary wood prod­

ucts. Later we diversified our port­

folio to include manufactures, cl1ild 

care, affordable l10usin;:t, and envi­
ronmental industries. -~7e are now 

considering opportunities in decen­
tralized bealth care deliverv and 
adult familv care. . 

\Y'ben examining and developing a 

specific sector CEI undertalces a 

variety of tasbs: 1) we assess the 

opportunity and marl,et; 2) we sup­

ply gap financing, often by creating 

continued on next page 

Roger Dugre. a machinist at Solerns. is one of manq emploqees who joined the companq as a result of Solerns· 
Emploqment Trnining Agreement with CEI. 



a sector-specific loan fund; 3) we 
offer business technical assistance; 
4) we finance infrastructure and 
institutional development (for ex­
ample, fish piers and vegetable cold 
storage facilities, and assistance in 
developing trade organizations); 

table entrv-level was!es and benefits, 
a good w~rh: enviro:1ment, and op­
portunities for career development. 
.21..s a condition of a loan or equity 
investment the company signs an 
Employment Training Agreement 
(ETAG) in which it agrees to con­

Our experience has demonstrated the 
tact CE I to help fill 
targeted job openings. 
CEI then works with 
the firm to screen can­
didates for appropriate 
skills and to mobilize 

importance of sector diversincation 
combined with a focus on industries that 

trainins! resources 

fTom state agencies. By 
working in such part­

are important to local communities. 
and 5) we engage in policy devel­
opment to better focus resources 
toward identified sectors. 

The fishing industry is a prime ex­
ample of a long-term sector initia­
tive. Since 1979, we have financed 
50 loans and investments, includ­
ing the industry's newspaper, to 

help foster economic benefit from 
the groundfish, pelagic, and shell­
fish resources. This financins! has 
helped some 1,500 fisher~en, 
crew, and processors. Another CEI­
financed venture, Resource Trad­
ing Company, which markets 
Maine fisheries products to over­
seas markets, now claims sales of 
$10 million and supplies jobs to 
250 workers and fishermen. With 
the current crisis in fisheries re­
sources, we are working with fish­

ermen, processors, and industry 
organizations to research new mar­

kets and to develop new products. 

Linl<ing Jobs to People 
CEI does not believe that economic 
growth by itself "lifts all ships." 

Instead, CEI believes that a con­
scious effort must be made to ex­

tend job opportunities to people 
with low incomes and those on pub­
lic assistance. We accomplish this 
objective by linking small business 
financing with job opportunities for 
the targeted groups. 

Before offering financing, CEI 

screens job-generating businesses to 
determine whether they offer equi-

nerships, we have filled between 20 
and 25 percent of job openings ,vith 
low-income people and AFDC 

recipients. 

One company that benefited from 

our ETAG was Soleras, Ltd., a 
metals fabrication shop and pro­
ducer of compact disk stock. Along 
with Fleet Bank, CEI provided 
$750,000 to finance the expansion 
of the business. We then helped 

Soleras customize a training pro­
gram through the area vocational 
school and placed people into field 
training for the new positions. 
Soleras mana£!ement have found 
that thev can -now £!et motivated, 

well-trained worhie;s; thev have 
found it so effective that Soleras 
now works directly with the welfare 
and employment training systems. 

Partnerships: The Key to 
Mal<ing a Difference 
All of CEI' s development projects 
are accomplished in partnership 
with other businesses, banks, and 
public and nonprofit agencies that 
share simJar interests. The specific 

partners brought into a project al­
ways depend on the industry's 

needs. Targeted job development 
links businesses with an array of 
public and private resources, ;uch 
as the Maine Department of Hu­

man Services, the Maine Depart­
ment of Labor, or the Maine Cen­
ter for Women, Work, and Com­

munities. Our gap financing pro­
grams leverage additional bank fi-

nancins! from national banks, such 
as Kev -Bank, or local banl<s, such 

as Bath Savings Institution. 

CEI's targeted development strat­
egies have primarily benefited 
southern, midcoast, and central 
1'1aine. For certain sectors, how­
ever, our efforts have crossed re­
Qional boundaries. A recent studv 
;valuating CEI's impact (LaPlant~ 
1995) showed that communities 
that were economicallv distressed 
or dependent receivei tl1e largest 

proportion of CEI's financing, and 
that one-half of the new jobs cre­
ated were in communities needins! 
reinvestment. The studv als~ 
showed that CEI' s tars!etecl° devel­
opment strategies ben;fited many 

people in need of economic oppor­
tunity: 66 percent of microbusiness 
owners, and over one third of em­
ployees at small businesses, were 
previously either unemployed or 

without steady worh:.2 

Our experience has demonstrated 
the importance of sector diversifi­
cation combined with a focus on 
industries that are important to 
communities. After expanding our 
lendins! and sector initiatives from 
natural resource-based industries to 

small-scale manufacturing and so­
cial service sectors, we are currently 
revisitins! sectors that are funda­
mental -to the l1ealth of rural 

Maine's - fishing and farming. 

Over the past 18 years, we have 

found that successful sector strat­
egies require industry analysis to 
determine the potential for inter­
vention, a great deal of political and 
stakeholder analvsis to create solid 

partnerships, and finally, a wJling­
ness to experiment. 

FOOT:\'OTES 
1 Tbese leverage figures _represent firms 
witb CE! investments ol over :325,000. 

2 :3ee Josepl1ine LaPlante, "Evaluating tl1e 
Social and Economic Impacts of Small Busi­
ness DeveloP.ment Assistance." Portland, 
:-laine: :-luskie Institute of Public Affairs, 
C niversity of :3outl1em Maine, 1995. 
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},Jore In/orrnation on the 1Vew CRA and 
Community Economic Development 

•• Econ01nic Development • • 
Understanding Your Economy: Using Analysis to Guide 
Local Strategic Planning. By Mary McClean, Kenneth 
Voytek, et al. For ordering information, call The 
American Planning Association at 312/431-9100 
x6344. 

Asking t!w Rig/it Questions: A Guide to A.ssessing Your 
Local Economy. By Mt. Auburn Associates and Rich­
ard Schramm. From the Executive Office of Com­
munities and Development. To order, call Arleen 
Tremblav at the Executive Office of Communities and 
Develop~ent, 617/727-7001x458. 

Practicing Economic Development (2nd Edition), 1993. 
Edited by Robert Koepke. To order, call The Ameri­
can Economic Development Council Educational 
Foundation at 708/692-9944. $17 for members, $27 
for non-members. 

Strategic and Economic Development Planning: A How­
to 1\Janual /or Local Government. Edited by Don A. 
Morrisson. To order, call the Local Government Insti­
tute at 206/565-6253. 

Lending in Indian Country: Cultural and Legal Issues. 
From the Federal Reserve Bank of .Minneapolis. This 
one-day seminar was designed to help financial insti­
tutions unclerstand the cultural and le12al issues involved 
in establishing a profitable lending p;ogram in Indian 
Country. The seminar is led by James L. West, an ex­
pert on Indian economic and business development; 
and Mark A. Jarboe, a leading authority on legal mat­
ters related to undertaking business in Indian counhy. 
The Federal Reserve BanJ of .Minneapolis has repro­
duced this one-day seminar in a series of videotapes 
and an accompanying manual. $135 for tl1e video se­
ries and accompanying manual. For ordering infor­
mation, call 1-800-553-9656, ext. 2290. 
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• • New CRA · Regulations • • 
Community Reinvestment Act Regulations, Joint Fi­
nal Rule, issued by the Office of the Comptroller of 
the Currency, U.S. Department of the Treasury; Board 
of Governors of the Fed~ral Reserve System; Federal 
Deposit Insurance Corporation; Office of Thrift Su­
pervision. Revisions provide guidance to financial in­
stitutions on the assessment of their CRA-related ac­
tivities. To receive a copy, contact Becky Carter, Fed­
eral Reserve Bank of Boston, Community Affairs De­
partment, PO. Box 2076, Boston, MA 02106-2076; 
617/973-3813. 

Examination Procedures /or the 1Vew Community Rein­
vestment Act Regulation, issued by the Office of the 
Comptroller of the Currency, U.S. Department of the 
Treasurv; Board of Governors of the Federal Reserve 
System~ Federal Deposit Insurance Corporation; Of -
lice of Thrift Supervision. Procedures outli~e guide­
lines for compliance examiners to follow when con­
·ducting a CRA examination. To leceive a copy, con­
tact Becky Carter, Federal Reserve Bank of Boston, 
Community Affairs Department, .P.O. Box 2076, 
Boston, .MA 02106-2076; 617/973-3813. 

CRA Examination Schedule, Third Quarter, 1996, is­
sued by the Office of the Comptroller of the Currency, 
U.S. Department of Treasury; Board of Governors of 
the Federal Reserve System; Federal Deposit Insur­
ance Corporation;. Office of Thrift Supervision; and 
the Commonwealth of .Massachusetts, Division of 
Banks. This schedule specifies which institutions will 
be examined for CRA performance by their respective 
regulators. To receive a copy of the schedule, contact 
Becky Carter, Federal Reserve Bank of Boston, Com­
munity Affairs Department, P.O. Box 2076, Boston; 
lvlA 02106-2076; 617/973-3813. 

Community Reinvestment Act: Understanding and Imple­
menting the New Requirements, from Sheshunoff In­
fonnation Services Inc. This comprehensive CRA 
manual instructs the reader in working effectively with 
the new regulation~ It is organized into four sections: 
New CRA and Fair Lending Regulatory Requirements; 
Implementing Your New CRA Compliance Program; 
The CRA Examination Process; and Appendices. For 
price and ordering information, call 512/305-6600. 

--connnued on ~age ID 



COMPLIANCE 0 & A 

HOME MORTGAGE DISCLOSURE 
bq Carol Ruben and Rnthonq Ricko 

Department of Supervision and Regulation. Federal Reserve Bank of Boston 

Q. What is the definition of 
"dwelling" under the Home 
Mortgage Disclosure Act 
(HMDA)? 

A. A dwelling is not limited to the 

principal residence of a mortgage 
applicant; it also includes vacation 
and second homes, rental proper­
ties, mobile homes, multi-family 
structures (apartment buildings), 
and condominium and cooperative 
units. Recreational vehicles such 
as boats or campers, and "use" in­
terest purchases of time shares are 
not considered dwellings. 

With respect to structures such as 
dormitories or nursing homes, an 
institution need not~ treat these 

structures as dwellings. If an in­

stitution wishes to re;ort the trans­
actions, it must determine that the 
structure is a residential structure 

under state or federal law. 

Q. Are institutions required to 
report home equity lines of 
credit? 

A. No. Such reporting is optional. 
However, an institution that re­
ports home equity lines of credit 
must report dispositions of all ap­

plications, not just originations. If 
the institution chooses to report 

them, only the amount used for a 
covered purpose is reported. Report­
ing refinancings of home equity 
lines of credit is also optional. 

Q. When should an institution 
report home improvement 
loans? 

A. An institution reports such 
loans only when they are made for 
purposes of home improvement and 

are classified bv the institution as 
home improve~ent loans. Home 

improvements include improve­
ments both to a dwelling and to the 

real property on which the dwell­
ing is located. 

Q. What if only a part of the 

loan proceeds is for purposes of 
home improvement? 

A. The entire loan amount may be 
reported as a home improvement 
loan even if less than 50 percent of 
the total loan proceeds will be used 
for home improvement, provided 
the institution has classified the 
loan as a home improvement loan. 

Q. Are prequalifications or 
preapprovals reportable on the 
Home Mortgage Disclosure Act 
Loan Application Register 
(HMDA-LAR)? 

A. No. For 1996 data collection, 
institutions need not report 
prequalification or preapproval re­
quests on the HMDA-LAR. 
Even if an institution treats a 
prequalification request as an 
application under Regulation B, its 

prequalifications and preapprovals 
are not reportable on the HMDA­
LAR. 

Q. How should a loan used for 
both residential and commercial 
purposes be reported? 

A. When a loan falls within a cov­
ered purpose under Regulation C, 
it may be reported on the HMDA­
LAR. 

A loan to improve property used for 
both residence and commerce sat­
isfies the purpose requirement if the 

loan proceeds are primarily to im­
prove the residential portion of tl1e 

property. If the property is prima­
rilv residential the loan also satis­
fi:s the purpose requirement if it 
is used to purcl1ase or improve the 
entire property. An institution may 
use anv reasonable standard to de­
termi1:e the primary use of tl1e 

property, such as square footage or 
income generated. 

Q. When must an institution re­
port a refinancing? 

A. A refinancing of a loan consists 

of the satisfactio~1 and replacement 
of an existing obligation by a new 
obligation bv the same borrower. 
The~ term ";efinancing" refers to 
the new obligation. ~ 

If the existing obligation is not sat­
isfied and re;laced, but is only re­
newed, modified, extended, or con­
solidated, the transaction is not 

considered a refinancing for pur­
poses of HMDA. Institutions 
must report all refinancings of 
loans secured by one- to four- fam­
Jy residential dwellings regardless 
of the purpose of the transaction. 

The regulation now specifies that 
if an institution knows that the 
original loan was not intended for 
ho~e purchase or home improve­
ment, the refinancing need not be 
reported. ~ 

There are three methods of deter­
mining when the new loan is con­
sidered a refinancing. 

1) An institution can determine 
the actual purpose of the existing 
obligation. 
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2) r\n institution mav relv on a 
statement of the applic~nt a~ to the 
purpose of the original transaction. 

3) The new obligation is a refinanc­
ing of a home ~purchase or horne 

improvement loan if either the ex­
isting or the new obligation was 
secm~ecl by a lien on a cl~elling. 

Q. May an institution report as 
a refinancing a loan secured bv 
an applicant's unencumbered 
principal d·welling? 

A. This transaction may not be 
reported as a refinancing. The new 
transaction must alwavs meet the 
definition of a refinan.cing, which 
requires the satisfaction~ ancl re­

placement of an existing obligation 
with a new obligation. 

Q. Wben must property loca­
tion be reported on tl-1e H:i\lDA­
LAR? 

A. Generally, property location in­
formation is required for loans or 
applications relating to property 
located in a 1'letropolitan Statisti­
cal Area (MSA) where an institu­
tion has a home or branch office. 

Q. How sl10ulcl an institution 
report a property location on tl-1e 
HMDA-LAR when it is outside 
tl-1e :i\lSA? 

A. For loans on property located 
outside the 01SAs in which the in­
stitution has a home or branch of -
fice (or outside any MSA), the in­
stitution mav enter the 1'1SA, 
state, county a:1cl census tract num­
bers or it mav enter the cocle "NA" 
in each of tl1ese columns. At its 

option, an institution may report 
property location by using a Blocb 
Nurn.bering A . .rea (BNA) as estab­

lished by the C. S. Bureau of the 
Census. 

_;_\'ate: Banks anct savi11c1s associa­

tions 1cit/1 total assets a/ $250 111i/­
/;011 or more anct banks anct sai-ings 

associations t/iat are subsictiaries a{ 

a f10Uing company icf1ose total bank­

ing a net tfiri/t assets arc $1 b,i/ion or 

more must enter tfw location a/ prop­

erty /ocatect outsicte tf1e 1'-'f SAs in 

ic/1ic/1 it f1as a f10me or branc/1 al/ice, 

or outsicte any },ISA. 

Q. Should HMDA data reflect 
partial interests in loans? 

A. No. An institution that origi­
nates a loan ancl then sells partial 
interests to other institutions re­
ports the loan as an origination. 
Au1 institution that acquires only a 
partial interest in such a loan cloes 
not report the transaction, even if 

it has participated in the underwrit­
ing ancl origination of the loan. 

The Federal Reserve Ba1~ of Boston has establish eel a site on the World Wicle Web(WWW). The new "home 
page" is a gateway to information on the functions ancl purposes of the Boston Fed an.cl the Federal Reserve 

System. 

Guests to the site will be able to f-incl up-to-elate information on what's new at the Boston Feel, read ancl 
clownloacl Public & Community A.ffairs ancl Research publications, ancl learn more about the Federal Reserve 

System and its operations in Boston. 

The following are featured on the new site: 

• The new series 1996 U.S. currency 

• Treasury Information 

• Community Affairs updates 

0 Economic Education programs 

• Boston Feel tour information 

World Wide Web address: http://www.bos.frb.org 

E-mail address: 102521.740@compuserve.com 
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1vfore Information on tlw New CRA and 
Community Economic Development 

••Affordable Housino • • 
"" Housing Guidebook /or Massachusetts: A Comprelwn-

sive Guide to State and Federal Housing Programs and 
Resources. This guide provides information on afford­
able housing programs in .Massachusetts, including 
current resources, needs and policy issues. From the 
Citizens' Housing and Planning ~i\ssociation, Boston, 
MA. To order, call 617/742-0820. $30 for members, 
$45 for non-members. 

Affordable Housing Loan Consortia Sourcebook. This 
guidebook introduces loan consortia and instructs lend­
ers in establishing and operating them successfully. By 
sharing risk with other lenders, a consortium can al­
low a financial institution to tap into market niches it 
might not otherwise reach. The sourcebook also pro­
files more than thirty loan consortia of varying types 
and sizes around the country. From the National As­
sociation of Affordable Housing Lenders. To order, call 
202/861-5770. $45 for members, $59 for non-members. 

Partners. A computer software program designed to 
serve as an analytic tool for financial institutions, com-

munity groups, and other community development 
professionals in counseling low- and moderate-income 
applicants. The program can quickly determine if po­
tential homebuyers can qualify, mathematically, for a 
home purchase loan. The program also identifies ten 

qualifying alternatives to help applicants who may not 
qualify for a loan based on current financing criteria. 
Partners includes loan amortization schedules, equity 

build-up calculations, and secondary market consider­
ations. From the Federal Reserve Bank of Boston. To 
order, call 617/973-2130. 

• • Home Mortgage Disclosure Act • • 
HMDA Data Providers. The Massachusetts Bankers 
Association provides mapping and data analysis ser­
vices, which may be of particular benefit to smaller 

banks. For information call 617/523-7595. Selected 
HMDA software providers include the following: CFI 
ProServices, Inc., Lawrence, .MA. For information call 
508/682-1131. Geosegment Systems, Cambridge, 
lvlA. For infom1ation call 617/494-0020. PCI Ser­
vices (makers of CRA Whiz), Boston, lvlA, 617/227-
0090. Tactician Corporation, Andover, NIA. For in­
formation call 508/475-4475. 

Video Seminar Highlights 
Issues Relevant to ~ending in Indian Countr~ 

In an effort to help financial insti­
tutions address the intricacies of 
lending to Native Americans, the 
Federal Reserve Bank of Minne­
apolis recently sponsored a series 
of seminars entitled Lending in In­
dian Country: Cultural and Legal 
Issues. The one-day program was 
designed to help financial institu­
tions understand the cultural and 

legal issues involved in establishing 
a profitable lending program in In­
dian country. The seminars also 
drew other organizations that were 
equally interested in establishing ef -
fective working relationships with 
Indian tribes. James L West, an 
expert on Indian economic and 
business development, and Mark A. 
Jarboe, a leading authority on legal 

matters related to 

"T/w complexities of Indian law, and tfw implica­
tions of tribal sovereignty create legal and political 
uncertainties /or lenders and investers .... In /act, 
tliese continuing uncertainties may represent tfw 
greatest barrier to mobilizing capital /or Indian eco­
nomic and business development." 

undertakinQ 
business in In~ 
dian country, 
conducted the 
seminars. 

The Federal Re­
serve Bank of 
Minneapolis has 

10 

Timothy J. Smith, in a paper for the Northwest Area Founda­
tion, St. Paul, Minnesota. 

reproduced this one-day seminar in 
a series of videotapes and an accom­
panying manual which address the 
various cultural and leQal concerns 
that a financial institution must 
understand and address in order to 
establish a profitable lending 

program in Indian country. 

Cultural differences present an ini­
tial challenQe as financial institu­

tions consider establishinQ a tribal 
lending program. The program be­
gins by describing Indian traditions 
and the history of federal legislation. 

Capital formation in Indian coun­
try is a particularly difficult under­
taking for many tribes, even when 
they have a successful track record. 
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\\?est and Jarboe address how finan­
cial institutions mav assess credit­
worthiness bv takin.g into account 
income from. tribal t~1st assets and 
government credit enhancernents, 
!Joth of which can make lending in 
Indian country more attractive~ 

Lending in Indian country presents 
other challenges for financial insti­
tutions su~h as identifving col­
lateral and secondary so

0

urc-es of 
repayment, sovereign immunity, 
worbng with Section 17 corpora­
tions all of which, with suffi­
cient lmowledge and foresight, a 
lender mav address effectivelv. The 
seminar describes l10w fir;ancial 
institutions should approach these 
issues, including asking the right 
questions (such as "\\17ho is tl1e bor­
rower, the tribe or an individual?"), 
defining the terms of tribal waivers 
of sovereign immunity, obtaining 
explicit agreements with the tribe 
regarcling what can be used as a 
se~ondar;, source of repayment, and 
securing the Bureau of Indian Af­
fairs' S~ction 81 approval for all 
contracts involving the use of lane!. 

This is a comprehensive package. 
It includes supplementary materi­
als such as articles exploring, 
among other issues, the nature of 
tribal -sovereignty; state, civil and 
criminal jurisdiction over Indian 
lands; and the principal legal issues 
involved in lending in Indian coun­
try. It also includes sample legal 
documents and an example of a 
Bureau of Indian "Affairs Economic 
Development Grant proposal. Fi­
nally, the pad;,age includes resource 
information from the Federal 
Home Loan Bani;, and the Bureau 
of Indian Affairs, all of which help 
guide financial institutions as thev 
;stablish lending programs in I;­
dian Country. 

This videotape series is available by 
mail order tl1rough the Federal 
Reserve Bani;, of "Minneapolis. 
Please see Community Develop­
ments on page 7 for ordering 
information. 
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Header Response Card 
\'\' e want Communities{,," Banking to be relevant and useful to ou~ readers. 

\V c welcome your fcedbaclz about the publication's editorial content. 

Please tahc a moment to fJl out this survey, rating eacl1 article/section 

in Uus issue. Then cut on the dotted green line and drop the postage-paid 

postcard into the mail. Thanlz you. 

Feature Story, "Strategic Approacl1es 
to Regional Economic Develop-
1ncnt r-

0 V erv useful/informative 
0 So~1ewhat useful/infonnative 

0 Not useful/Did not read 

Compliance Q&A: "Home J\iort­
gage Disclos1.1_:rc A~t" 
0 \' crv uselul/inl:ormati\'C 
0 So1~1ewb_at useful/informative 

0 Not useful/Did not read 

Video Seminar Highlights Issues 

Relevant to Lending in Indian 
Countrv 
0 \ ·;rv usel~l/informative 

0 So1~1ewhat useful/informative 

0 Not useful/Did not read 

Co=unity Development 
Profile: "Coastal Enterprises: A 
Holistic Approacl1 to Regional 
Econonric Development" 
0 Very usefi.J/infonnative 
0 Somewhat usef1.il/informative 

0 Not usehil/Did not read 

Comnninity Developments 
0 Verv useful/informative 

0 So~ewhat useful/informative 

0 Not useful/Did not read 

,\ny suggestions or comments on the above articles? 

Please tell ns about any program(s) offered by your organization that you would 

lilzc lo have mentioned in Communities & Banking: 

Are there iopics you v:ould like Communities & Banking to address or 

infonnation you would like to see included? 

Communities & Banking is always looking to address important and emerging 

issues and interesting programs.\'\'! ould you lil~e to l1ave the editor contact you 

about your program? 

O Yes1 please contact me. 

Your Name 

Organization 

Street Address 

City/State/ZIP -------------------------
Phone -----------------------------
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