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Large forces are resilaping our
€Cconomy. Ti‘iey arealso agec’cing the
well i;eing of individuals and their
communities. These cieveiopmen’cs
have focused the attention of many
municipalities and regions on the
need to pian for economic growtil.

One school of tiiougiit contends
that regionai pianning entities, as
opposeci to JL‘e&era.i, state, or mu-
nicipai governments, can best
position themselves acivantageousiy
ina gioi)ai economy. Periiaps most
important;, a regionai approacil
to economic (ieveioprnen’c can
marshall the resources of all sectors.
It involves creating and attracting
the resources (iinanciai and other-
wise) that ﬂourisiiing communities
often take for gran’ceci. It also in-
volves the somewhat more abstract
“communi\‘:y~i:)uiiciing” — creating
the social giue that binds peopie
toge’chex in a shared sense of piace
and community weli~being in
streng’chening the relationships

“among iruiivhiuais, farniiies, and
organizations.

Successful pursuit of regional eco-
nomic cieveiopmen’c requires effec-
tive coordination of myriaci ele-
ments. Aitiiougii resources may ex-
ist, tiley are almost aiways irag—
mented. Regionai networks can ef-
fectiveiy coordinate and utilize the
resources that will capitaiize on
€Conomic deveiopment endeavors.
Networks that can tap into and
make creative use of such assets
have an improve(i potentiai for

confinued on page &
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by Beth Siegel and Devon Winey, MF. Auburn Associates

Mt. Auburn Associates, founa’ec] in
1085, is an economic a’eve/opment
consu/ting ][irm based in Somerville,
Massachusetts. The firm works na-
tionwide in many ][acets of economic
c]eue/opment ana/ysis and p/anning,
inc/ua’ing regiona/ strategic p/ans,
community c]eve/apment p/ans, devel-
opment finance program a’esign,
evaluations o][fec]era/, state, and lo-
cal economic c{eve/opment programs,
and sectora//y targetea] strategies.

Beth Sfege/ is co-][ounc[er and presi-
dent a}[]\’ft. Auburn Associates. De-
von Winey is an associate at Mt.
Auburn. nget/zer, Ms. Siegel and
Ms. Winey have worked with over 20
communities and regions, assisting
them in the a/eue/opment ofstrategic
economic cieve/opment p/ans.

Afoothall team is uniiieeiy towin a
ciiampionsiiip without a carefuiiy
crafted game pian, just as an en-
trepreneur is uniiizeiy to build a
proi‘itabie company without a busi-
ness pian. As communities have
graspe(i the importance of eco-
nomic cieveiopmen’c, they have
learned to respect the same need
for pianning.

While planning has been carried
out at the local level for some time,
communities have frequen‘ciy taken
a narrow approaci'i to cieveiopment
pianning i)y iooieing at either sup-

piy, primarily joi) piacement con-
cerns for local resi&ents, or de-
mand, primarily the concerns of the

usiness community. A strategic
approach to economic cieveiopment
considers hoth sides of the equa-
tion. A regional approacii goes even
further, i)y incorporating informa-
tion about the broader economic
environment in which a municipai~
ity functions.

Fconomic Need for
Reg’ionai Pianning‘

Over the past decade a sense of eco-
nomic insecurity has cast a shadow
over New Engianli. A nurni)er of
forces have contributed to this
trend, inciuding market gioi)aiiza-
tion and increased capitai mobil-
ity, rapici and constant teciinoiogi—
cal ciiange, and cilanges in pui)lic
sector roles and resources. These
forces are ’crans{orming the New
Engianci economy, and have led to
a tieciining manuiacturing sector;
a bifurcated labor market that of-
fers on the one hand iow-paying,
temporary, or part-time joi)s anci,
on the other, iznowie(ige-intensive
jobs that require skills that many
do not hold; and cieepening gaps
between rich and poor.

The Case for Reg‘ionai
Pianning‘

Many communities react to eco-
confinued on page 3
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fiom the Editor confinued.
meeting regional economic devel-

opment goals.

Financial institutions play a pivo’cal
role in such a network. They can
be invaluable participants in
clevelopmg p]ans for economic
growth. They may also participate
as crucial partners with pul)lic
agencies and nonprofi’c organiza-
tions to finance new and ongoing
ventures. [n short, they will supply
the financial adhesive that will
uni{_v a region’s assets to build an
effective cle\'elopment effort.

This issue of Communities & Bank-
ing is largely devoted to the sul)ject
of effective planning for regional
economic rlevelopment. We also
look at how one successful organi-
zation in Maine has undertaken
economic clevelopment.

In their feature article
Approaclles to Regional Economic
Developmen’t," Beth Sieg’el and
Devon Winey of Mt. Auburn As-

sociates outline the benefits of re-

“Strategic

g‘ional planning’ and provicle a tem-
plate for unclertalzing a reg‘ional

economic clevelopment effort.
Carla Dickstein then profiles
Coastal Enterprises, Inc.’s reg’ional
clevelopment efforts in southern
and midcoast Maine.

In Coxnpliance QE&A, Carol
Ruben and :’\nthouy Ricko of the
Federal Reserve Bank of Boston's
Bank Examination Department
answer some of the most frequently

asked questions ahout Home Mort-
dage DI\C].O\U.IL Act \_ompllange

and reporting requirements.

Community Development~ lists
pul lications available for those in-
terested in pursuing reg’ional eco-
nomic clevelopment; it also supplies
information about other commu-
nity and economic clevelopment
. Finaﬂy, it offers a list of

materials to help you understand

resources

the new Community Reinvestment
Act regulations.

‘\”’ }10 € vou fm(l COI)H?ZLHZIflL\ ':)
p

Ban/emg u>e{u1 and informative
anc{, as always, we invite vou to
complete and return the reader re-
~pon~e card located at the back of

nis issue. L&l
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Strategic Rpproaches. cont.. ..

nomic prolﬂems rather than plan
for economic opportunity. For ex-
ample, when a local business closes,
lea\ring an empty builcling, a com-
munity may undertake an eco-
nomic clevelopment project without
adequa’ce attention to the com-
munity’s economic needs, re-

sources, or clevelopment goals. An-

Regional economic development strafegic
planning is a systematic, broad-hased
effort fo determine Wwhere a communify
wants fo go and how i can gef fhere.

other town may attempt to copy a
. . o

nelg‘hbormg community s strategy.

However, a community is not lﬂeely

to succeed at economic clevelopment

Ly reacting rather than planning‘,
1) . . l ’ .

or by copying anotner s strategy.

By contrast, regional economic
clevelopment strategic planning‘ is
a systematic, broad-based effort to
determine where a community
wants to go and how it can get
there. Economic development stra-
tegic planning involves clarifying
the community’s concerns and

oals, assessing its external envi-

ao.

ronment and internal resources,
iden’ti{ying and evaluating eco-
nomic Aevelopment strategies, and
&esig‘ning‘ and implemen’cing an ef-
fective plan. Once a community
has determined its g‘oals and the
barriers to achieving‘ them, it can
develop effective programs and ef-
ficien’cly allocate resources.

Increasingly, actors at the local and
regional level look toward economic
clevelopment to address the need for
economic opportunity. As they do
s0, they should examine both their
local and regional economies.
There are many reasons for ’calzing

such an approacll:

La[ﬂorforce nm[yi/ity means that com-

munities are tied to one another. No
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community operates in a vacuum;
it is tied to surrouncling’ munici-
palities. A plan’c closing in one town
is Iﬂzely to affect its surrouncling

communities.

Local commercial sector vita/ity de-
pena/s on the health of the regiona/
economy. Put simply, local stores are
unlilaely to thrive if reg’ional unem-
ployment is 1in
double cligits,

[mp/ementat{on of
strategies requires
tapping into rcgiona/
resources outside a
narrow geograp/u'c
area. The resources
on which local busi-
nesses draw are ﬁequen’cly located
outside the immediate municipaL
ity. Financial, clevelopment, and
educational institutions, for ex-
ample, generaﬂy serve regional
markets.

A regional approac/z allows local or-
ganizations to collaborate. Collabo-
ration creates greater poh’tical vis-
i}aility and builds economies of
scale useful in both planning and
implemen‘ca’cion‘

Unclertaleing Regional
Strategic A_nalysis

Each step in analyzing a regional
economy will answer one of three
questions:

1. How well is the economy meeting
the needs of area residents? This
question examines whether the
economy is producing an adequa’ce
number of quali’ty jol)s.

2. What is the structure o][ the local
economy and how does it aﬁ[ect the
region’s economic pe)j[ormance? This
analysis focuses on the business
sectors that supply goods or services
to customers outside the region,
1)1‘ing‘ing‘ new income to the region.
Particular attention should be paid
to the industries that fuel a region’s

economy software development

in Boston, f'ishing in New Bedford,

bio’cechnology in Worcester.

3. How strong is the region’s eco-
. 5

nomic resource base? The resource
base includes the labor £orce, edu-
cation and training institutions, de-
velopment institutions, physical in-
ﬁas'cructure, financial resources,
and technology organizations.

Benefits of Strategic
Planning‘

Strategic planning‘ has many ben-
e£i’cs, all of which can lead to egec-
tive and efficient use of scarce re-
sources. Besides helping commu-
nities to reach speciﬁc goals, addi-
tional benefits include:

° Builcling L’:nowledge and aware-
ness Ly ogering greater insight into
the strengths and weaknesses of the

economy.

* Accurately diagnosing problems
by presenting an objective assess-
ment of the region’s economic

prol)lems.

° Separating my'ths from truths Ly
aHowing for systematic testing of
commonly held perceptions.

* Determining appropriate strat-
egies l)y establis}ling an informed
foundation based on the region’s
needs and opportunities.

° Builcling‘ consensus, which yields
cooperation among various con-
stituencies that spiHs over into
other regional activities.

Pursuing a Regional
Planning’ Effort

Regional plans by definition include
a number of communities. Expe-
rience has shown that such a plan~
ning effort needs to be shepherded
Ly a regional entity, whether an ex-
isting organization or a group as-
sembled for this specific purpose.
Existing regional organizations
that have success’r‘uﬂy guidecl stra-
tegic plann'mg efforts include coun-
cils of government, planning agen-
cies, work force clevelopment

i




boards, and community coﬂeges.

Regional planning is particularly
difficult in New Englancl, where the
political system is founded on mu-
nicipal autonomy. Towns in New
Englan& have little history of re-
gional cooperation, nor do they
have an infrastructure of regional
organizations on which to draw.
Hence, communities wishing to
pursue regional economic clevelop-
ment generaﬂy must form new re-
gional alliances. One benefit of
Jf‘orming a new entity is that it en-
ables the region to involve a broad
constituency of participants, which
should include individuals from the
puHiC and private sectors, commu-
ni’cy~}3asec] 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 reg‘ional planning‘ ef-
fort. Banks can
provicle important
information about
the health of the re-
gional economy, in-
clucling business in-
terest in expansion
and trends in busi-
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
provicles an excellent opportunity
for networleing. And in the longer
term economic growth will spur
demand for hank 1ending.

Regional strategic planning is by no
means a “quicla fix” for the eco-
nomic prol)lems facing New En-
glancl. However, regions wiﬂing‘ to
invest the time and resources in a
long—’cerm strategic planning‘ effort

will reap years of rewards. While few
have tried to quantify the benefits
of strategic planning‘, anecdotal evi-

dence suggests that communities

fegions willing fo invest the fime and
resources in a long-ferm strateqic planning
effort will reap years of rewards.

that have comple{:ed planning ef-
forts are more responsive to the
needs of industry, enjoy greater co-
ordination among existing organi-
zations, target their efforts to at-
tract new inclustry more eﬁectively,
and demonstrate improvement in
the economic weu~laei11g of the
business community and of work-

ing residents.

We recommend several pu[;v/ications
on regiona/’ strategic p/anm'ng fo:
economic aierelopment You wi// ffnd
them listed in the Community De-

ve’opments section o]( this issue.

Coastal Enterprises, Inc. (CEI) cre-
ates social and economic opportuni-
ties for Maine residents, businesses,
and communities. CEI practices
statewide with a specia/ facus on re-
giona/ a’eve/opmenf in southern,
midcoast and central Maine. It is
Enown for its targetea” a]eve/opment
strategies that support speci/[ic sec-
tors o][ the economy ff?mug/z gap fi—
nancing and technical assistance.

Carla Dickstein is Senior Deve/op—
ment Oﬁ[fcer ][or Research and Po/icy
Deve/opment at CEI She oversees
new initiatives, such as CEI's Green

Fund and the Maine Farms Project.

A
4

by Carla Dickstein, Coastal Enterprises, Inc.

Ms. Dickstein also directed the de-
sign and ana/ysis of CEI's Social
Economic Impact Assessment, which
examined the outcomes o][ CEl's
small business /enc{ing port][o/io.

Why Reg‘ional

Development?

Targetecl regional development isa
means to accomplish CET’s mission
of helping Maine's people and com-
munities, particularly those with
low incomes, reach an aclequate and
equi’cable 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 by its
impact on people — especiaﬂy on
the poorest people.

When unclertalzing regional eco-
nomic de\'elopmen’c, CEI ap-
proaches the task in a multi-fac-
eted way:

° thinleing holistica“y about a

region’s development needs and
opportunities;

Lommunities & Banking




° targeting businesses and sectors
that create qualitx obs or plOVl(,le
important services, e:pec1a“y in

distressed sectors or communities;

* linking low-income people and
AFDC recipients to jobs and re-
sourc

lll

7

° worleing in partnership with
banks and others in the private and
pul}hc sectors.

Thinking Holistically
The needs and resources of com-
munities determine CEI’s clevelop-
ment strategies. A community’s as-
sets, rather than its deﬁciencies,
figure prominenﬂy in CEI's bot-
tom-up approach. Such assets in-
clude a community’s natural re-
sources, its businesses and institu-
tions, and its people — particularly
the unemploye(l and those on
pul)lic assistance. In this model,
business (levelopment takes cen-
ter stage in CEI's work to 11elp
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 led to our ﬁnancing sustain-
able fisheries, ag‘ricul’cure, and
environmental industries.

Creating Assets

Creating assets is the most con-
crete way that CEI intervenes in
regional clevelopmen’c. Asset de-
velopment is also an important
part of institutionalizing eco-
nomic (levelopment and achiev-
ing a long—term impact. To ac-
complish this o])jective, CEI has
established an internal asset base
that we utilize to llelp businesses
and individuals create their own
assets. Y\Vorleing‘ in partnership
with other finance institutions

— particularly banks — CEI le-

every dollar leverages $2.70 in ini-
4.70

o{ to’cal

es
tial fman‘.nn ancl 3

[manuns {Ol tlle {ll‘lﬂ.

CEI concentrates on ftu'ﬂiihiﬂ@
dap financing’ and technical assis-
tance. [n 1982 we began to raise
grants and loans that could be re-
lent and invested as subordinated
debt and equity capx’cal to finance
starting or e\panclm‘ enterprises.
Businesses of a variety of sizes —
from microenterprises to jo }’“SLH'

erating small businesses

look to CEI for a continuum of
financing, with loans and invest-
ment ranging from $5,000 to

8750,000.

Targeting Sectors for
Development

Targeting speciEic sectors has
allowed CEI to access ind ustry

information, which in turn im-
proves our unclerstancling’ of mar-
kets, our unclerwriting‘, and our
al)ility to meet inclus‘cry needs
tlnou»‘l financial and technical

assistance. CEI 1mt1auv taloetecl
natural resource mclu~tues :u«_h as
[1\11(.11(35, aquagultme, small-scale
{anmnk, and ~euonclarv wood plOC]
ucts. Later we (11\!@1:1{16(1 our port-
folio to include manufac’cures, child
care, affordable llousing, and envi-
ronmental industries. We are now
consiclering opportunities in decen-
tralized health care c}.elivery and
adult Eamil_v care.

When examining and cleveloping a
specific sector CEI undertakes a
variety of tasks: 1) we assess the
opportunity and marlzet; 2) we sup-
ply gap financing, often I)y creating

continued on next page

floger Dugre, & machinist at Soleras. is one of many employees who joined the company as a result of Soleras’
Employment Training Agreement with CEI.

verages other conventional and
government {:inancing. On average,
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a sec’cor—specific loan £unc1; 3) we
offer business technical assistance;
4) we finance infrastructure and
institutional development (for ex-
ample, fish piers and vegeta]ale cold
storage facilities, and assistance in
cleveloping trade organizations);

Our experience has demonsirated e
importance of sector diversification
combined with a focus on indusfries tat
are imporfant fo local communifies.

and 5) we engage in policy devel-
opment to better focus resources
toward identified sectors.

The £ishing inclustry is a prime ex-
ample ofa long—term sector initia-
tive. Since 1979, we l'lave financed
50 loans and investments, includ-
ing the in&ustry's newspaper, to
help foster economic benefit from
the grouncl:(ish, pelagic, and shell-
fish resources. This Enancing has
helped some 1,500 fishermen,
crew, and processors. Another CEI-
inanced venture, Resource Trad-
ing Company, which markets
Maine fisheries produc’cs 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 worlaing with fish-
ermen, processors, and industry
organizations to research new mar-
kets and to develop new products.

Linking Jobs to People
CEI does not believe that economic
growth Ly itself “lifts all ships."
Instead, CEI bhelieves that a con-
scious effort must be made to ex-
tend job opportunities to people
with low incomes and those on pul)-
lic assistance. We accomplish this
objective lay hnlzing small business
ﬁnancing with job opportunities for
the targeted groups.

Before ogering financing, CEI
screens job—generating businesses to
determine whether tl'ley offer equi-

§

table entr_wlevel wages and laenefits,
a good work environment, and op-
portunities for career development.
As a condition of a loan or equity
investment the company signs an
Employment Training Agreement
(ETAG) in which it agrees to con-
tact CEI to 1181p fill
targeted jol) openings.
CEI then works with
the firm to screen can-
didates for appropriate
skills and to mobilize
training resources
from state agencies. By
worlzing in such part-
nerships, we have filled between 20
and 25 percent of job openings with
low-income people and AFDC

recipients.

One company that benefited from
our ETAG was Soleras, Ltcl., a
metals fabrication sl'lop and pro-
ducer of compact disk stock. Along
with Fleet Bank, CEI providecl
$750,000 to finance the expansion
of the business. We then 11elped
Soleras customize a training pro-
gram through the area vocational
school and placed people into field
training for the new positions.
Soleras management have found
that ‘chey can now get motivated,
well-trained workers; tl’xey have
found it so effective that Soleras
now works c]irec’cly with the welfare
and employmen’c training systems.

Partnersl'xips: The Key to
l\ialzing’ a Difference

All of CEI's development projects
are accomplis]:le& in par’cnership
with other I)usinesses, banlzs, and
pul)lic and nonprojfi’c agencies that
share similar interests. The speciﬁc
partners brought into a project al-
ways depend on the inclustry's
needs. Targeted job (levelopment
links businesses with an array of
puhlic and private resources, such
as the Maine Department of Hu-
man Services, the Maine Depart-
ment of Lal)or, or the Maine Cen-
ter for Women, Work, and Com-
munities. Our gap financing pro-
grams leverage additional bank fi-

nancing from national banks, such
as Key Bank, or local banks, such

as Bath Saving‘s Institution.

CEI's ’cargetecl clevelopment strat-
egies have primari[y benefited
sou’cl}ern, midcoast, and central
Maine. For certain sectors, how-
ever, our efforts have crossed re-
g‘ional boundaries. A recent s’cudy
evalua‘ting CETl's impact (LaPIante
1995) showed that communities
that were economicaﬂy distressed
or dependent received the larg‘est
proportion of CEI's financing, and
that one-half of the new jol)s cre-
ated were in communities needing
reinvestment. The stud_v also
showed that CET’s targ‘eted devel-
opment strategies benefited 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 unemployecl or

without steacly work.?

Qur experience has demonstrated
the importance of sector diversifi-
cation combined with a focus on
industries that are important to
communities. After expancling‘ our
1encling and sector initiatives from
natural resource-based industries to
small-scale manu&iduring’ and so-
cial service sectors, we are currently
revisiting sectors that are funda-
mental to the health of rural
Maine's — fishing and £arming.

Over the past 18 years, we have
found that successful sector strat-
egies require indus’cry analysis to
determine the poten’cial for inter-
vention, a great deal of political and
stakeholder analysis to create solid
partnerships, and finauy, a wiﬂing-
ness to experiment.

FOQOTNOTES
1 These le\'erage figures represent firms
with CEI investments of over £25,000.

2 See Josephine LaPlante, “Evaluating the
Social and Economic Impacts o Small Busi-
ness Development Assistance.” Port]ancl,
Maine: Muskie Institute of Public :\gairs,
University of Southern Maine, 1993.
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More [nformaémn on t}ze New CRA cma] w

Community E::Orzmmc Debe/opmeni

*¢ Economic Deveicpment e
an]er\tana’mg Your Ecanomy Us mg:knabsre to Guide
Local Strategic P]amzmg. By Mary .MLCIean, Kenneth
'\rovtelz et al. For ofderind informa.tic)n, call Thé
American Planmnd ASaocmtlon at 312/431- 9100
x0344.

Aséing the nglif Questions: A Guide to Assessing Your
Local Foonomy. By Mt. Auburn Associates and Rich-

ard Schramm. From the Executive Office of Com-

munities and Deve}opment To or&er, call Arleen ;

Trembla ay at the Executive Of‘fxce of Commum’cxea and
Development 61 1/727—1001%108

Practicing Economic Daue/opment (2nd Eafitioﬁ), 1003.

Edited I:)y Robert Koéplae. To order, call The Ameri-
can Economic Developmen’c Council Educational
Foundation at 708/692-9944. $17 for mem}:)ers, 827

fOI' nonn- meml)era

Strategic and Economic DeLe/opment Pfannmg A How-
to Manual ][m' Local Government. Edited by Don A.
Morrisson. To mcler, call the Local Government In:h-

’tu’ce at 206/0()0 6253.

LQ”CZITZ] 1t Inc]ran Coum‘rJ Ctt/tura/ anc] Lega/ ISSU(A,
FI’OI’H ’che Federal Re:erve Bank O£ \hnneapolﬂ T}.’HS

ore- clay seminar was cleaigned to hel financial insti-

tutions understand the cultural émc”eg‘af issues involved
in es’cablishing a proﬂtaMe Iencling program in Indian
Country. The seminar is led by James L. West, an ex-
perton Indian economic anc[ business &evelcpment

and Mark A. Jarboe, a ieadmd authority on legal mat-

ters related to underf:alzmd ]Jupme:s n Indlan country.
The Federal Reserve Ban]z of \/hnneapohz has repro-
duced this one- clay seminar in a series of mcIeo’cape~
and an accompanying manual. $135 for the video se-
ries and accompanying manual. For ordering‘ infor-

mation; call 1~800-553-9656, ext. 2290.
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ee New CRA Reduiatlons e ,
Community Remve;’cment Act Redula’cmns, ]omt Fi-
nal Rule, issued I)y the Oglce of the Comptmuer of
Jche Cunency, Us Departmen’t of the Trea>ury, Board

of Governors of the Federal Reserve System; Fe&erai -
~ Deposit Insurance Corporation; Office of Thrift S du-
pervision. Revisions prox ide gmc}ance to {mancxal me

stitutions on the assessment of their CRA—relaf:ecI ac-
tivities. To receive a copy, contact Becley Carter, Fed-
eral Reserve Bank of Boston, Commumty Affairs De-
partment, PO. Box 2076, Boston, MA 02106-2076;
617/973-3813. - -

Examination Procedures ][ar the New Commu;ztyhke‘m

vestment Act Regu]atzon, xssued Ly the Ofﬂce of the

Comptroller of the Currency, U.S. Department of the

Treasury; Board of Governors of the FeclemlReserve
Svstem; Federal Deposit Insurance Cdrporaﬁon; Of
fice of Thrift Supervision. Procedures ouﬂiyr;'e gui&e- ,,
lines for corﬁpliance examiners to £dﬂow when con-

" ”clucting a CRA examination. To receive a copy, con-

tact Bégky Carter, ;Pe&eral Reserve Banlz o£ Bos’con,
Community Affairs Department, PO. Box 2076

R MA D2 06-2076; 617/973-3813.

CRA Examination Sé[iec]u/e, Third Quarter, 1 996 is-
sued by the Office of the C omptmﬂer of the Currency, ;
U.S. Department of Treasury ; Board of Governors of

the Federal Reserve System; Feelera[ Deposn‘. Insure

ance Corporation; Office of Thrift Sugervlszon, and
the Commonwealth of Massachusetts, Division of
Banks. This schedule specifies which institutions will
be examined for CRA pergormance by their respec{:we
regulafcors To receive a copy of the schedu]e, contact
Beclzy Carter, Fe&era] Reserve Ba.nlz o£ Boston, Com-
munity Affairs Departmen’c PO Box 2076 Bocton,

MA 02106-2016 617/913 3813

Community Reinvestmeanéf: Uhc]ersfancling and Imp’e—

- menting the New Reqmremenfs, from Sheshunoff In-
~ formation Services Inc. This comprehenswe CRA
. manual ms’cmcts the reader in workmd effec’cwely with

the new redulahon ltis orgamze& into four sections:
New CRA and Fair Len&md Redu}.atory Requirements;
Impiemenhng Your New CRA Comphance Program;

The CRA Exannna’cmn PIOCE:S, an& APPBH&ICES FOI

price and ordermd mformahon, caﬂ 012/305 6600.

"‘Eunnnueéyéhyﬁagem V



COMPLIANCE O

& A

Q. What is the definition of
“(lwening'" under the Home
Mortgage Disclosure Act

(HMDA)?

AA dweﬂing is not limited to the
principaI residence of a mortgage
applican’c; it also includes vacation
and second homes, rental proper-
ties, mobile homes, multi—family
structures (apartment I)uildings),
and condominium and cooperative
units. Recreational vehicles such
as boats or campers, and “use” in-
terest purchases of time shares are
not considered dwenings.

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 report the trans-
actions, it must determine that the
structure is a residential structure
under state or federal law.

Q. Are institutions require& 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 clispositions of all ap-
plications, not just originations. If
the institution chooses to report
them, only the amount used for a
covered purpose is reporhed. Report-
ing refinancings of home equity
lines of credit is also optional.

0. 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

§

by Carol Ruben and fAinthony Ricko
Oepartment of Supervision and Regulation. Federal Reserve Bank of Boston

are classified })y the institution as
home improvement loans. Home
improvements include improve-
ments both to a clweﬂing 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
ome improvement?

A. The entire loan amount may be
reportecl as a home improvement
loan even if less than 50 percent of
the total loan proceec{s will be used
for home improvement, providecl
the institution has classified the
loan as a home improvement Joan.

Q. Are prequalifications or
preapprovals reportable on the
Home Mortgage Disclosure Act

Loan Application Register
(HMDA-LAR)?

A. No. For 1996 data coﬂection,
institutions need not report
prequahﬁca‘cion or preapproval re-
quests on the HMDA-LAR.
Even if an institution treats a
prequalification request as an
applica’cion under Regulation B, its
prequaliﬂcations and preapprovals
are not reportalnle on the HMDA-
LAR.

Q. HOW should a loan usec]. £or

both residential and commercial
purposes be reported?

A. When a loan falls within a cov-
ered purpose under Regula’cion C,
it may be reportecl on the HMDA-
LAR.

Aloan to improve property used for
both residence and commerce sat-
isfies the purpose requirement if the

loan proceecls are primarily to im-
prove the residential portion of the
property. If the property is prima-
rily residential the loan also satis-
fies the purpose requirement if it
is used to purchase or improve the
entire property. An institution may
use any reasonable standard to de-
termine the primary use of the
property, such as square £oo‘cage or

income genera’ced.

Q. When must an institution re-
port a refinancing?

AA refinancing of a loan consists
of the satisfaction and replacement
of an existing obliga‘cion lay a new
ol)ligation lt)y the same borrower.
The term “re{inancing” refers to
the new obligation.

[f the existing obligation is not sat-
isfied and replaced, but is only re-
newecl, moclified, ex’cencled, or con-
solidated, the transaction is not
considered a i'ejf‘inancing for pur-
poses of HMDA. Institutions
must report all refinancings of
loans secured ]:)y one- to four- fam-
ily residential dweuings regar(ﬂess
of the purpose of the transaction.
The regulation now specifies that
if an institution knows that the
original loan was not intended for
home purchase or home improve-
ment, the refinancing need not be
reportecl.

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.

[ommynities & Banking




2} An institution may rel_v on a
statement of the apphcant as to the

purpose of the origina] transaction.

3) The new obliga’cion is a refinanc-
ing of a home purcluase or home
improvement loan if either the ex-
isting or the new o})ligation was

secured by alienona clweﬂing’.

Q L\Iav an institution report as
a rehnan01n- a loan secured l)v
an appllcant s unencuml)med

principal clwelling'?

A. This transaction may not be
reported asa refinancing. The new
transaction must always meet the
definition of a reﬁnancing, which
requires the satisfaction and re-
placement ofan existing oblig‘a’tion
with a new ol)ligatiou.

Q. When must property loca-
tion be reportecl on the HMDA-
LARY

Al Genelanv property location in-
formation is mquuecl for loans or
apphcahon: Lela’cmé to property
located in a Metropoli’can Statisti-
cal Area (MSA) where an institu-
tion has a home or branch office.

Q. How should an institution
report a property location on the
HMDA-LAR when it is outside
the MSA?

A. For loans on property located
outside the MSAs in which the in-
stitution has a home or branch of-
fice (or outside any MSA), the in-
stitution may enter the MSA,
state, county and census tract num-
bers or it may enter the code “NA”
At its

option, an institution may report

in each of these columns.

property location b\ using a Block
Numbering Area (BNA) as estab-
lished I)y the U.S

CGHSUS.

. Bureau of the

Note: Banks and savings associa-
tions with total assets af 250 mil-

lion or more and banks and savings
associations t/zat are sulvsia]iaries of
a /zo/Jing company whose total bank-
ing and t/n'lj[t assets are 81 billion or
more must enter the location ofpmp—
erty located outside the MSAs in
which it has a home or branch o‘}%cc,

or outside any MSA.

0. Should HMDA data reflect

partial interests in loans?

A. No. An institution that origi-
nates a loan and then sells partial
interests to other institutions re-
ports the
An institution that acquires only a

loan as an origination.

partial interest in such a loan does
not report the transaction, even if
it has paﬂcicipatecl in the underwrit-
ing and origination of the loan.

The Federal Reserve Bank of Boston has established a site on the World Wide Weh(WWW ). The new “home
page’ is a gateway to information on the functions and purposes of the Boston Fed and the Federal Reserve

=
System.

Guests to the site will be able to find up-to- -date information on what's new at the Boston Fed read and
clownfoacl Pu}:xhc & Commumtv Affairs and Research puMzcahons, and learn more about the Feclerai Reserve

System and its operations in Bo~ton

The Jf.onowing are &éature& on the new site:

t The new series 1996 U

* Treasury Information

* Community Affairs upc{ates

¢ Economic Education programs

* Boston Fed tour information

Loours IGHCV

€§%?ﬁ% %%z:ﬁ%%f% %&m :

World Wi&e Web address: http’:/ /Ww.bos,ﬁb.ofg
Efmail address: 102521 .7450@éompuserv¢.60m
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More [nformaz‘zon on the New CRA and

COH?I’}’Z Uy Ity ECO??C’HZ TC DG be/opm ent

oo Affordable Housing °°
Housing Guidebook for Massachusetts: A Compreizen—
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 ancLPIanning Association, Boston,

MA. To order, caﬂ‘él'f/ 742-0820. $30 for members,
$45 for non—memixéxs. ‘

Aﬁ[ara’able Hou%n/zgjioan‘ COﬂSO?’flCZ SOLITCQLOOA Thzs

gm&e}yook mtro&uces loan consortia and instructs lend-

ersin ea’tahhshmd and opera’cmd ’them >ucce;s£uﬂy By
shanng risk Wﬁ:h other lenders, a consortium can al-

low a financial institution to tap into market niches it
mlgh’c not otherwise reach. The sourcebook also pro-
files more than thlr{:y loan consortia of varymg types
and sizes around the country. From the Nahonal As-
sociation 0£Aﬁor&aue 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 analy‘cic tool for financial institutions, com-

\ munn‘:y groups, and other community &evelopmen’c
'professmnals in uoun>elmg low- and modera’ce-mcome -
, applicants. The program can quiclzly determine 1{ po-

tential ho'mel:»uyers'can qualify, ma’themati:aﬂy, fora

home purchase 1oan. The program also ir{'n’d{ies‘ ten

quahfying aiterna’cives to Belp ap plicaﬁts who may not
qualify for a loan based on current ﬁnancino criteria.
Fartners includes loan amortization sche&ulea, equity

l)ulm up calcula’cmna, an& aecondarv marlze’c consi

t Boston. It

ouler, caUE 617/973 2130.

e Home Mortgage Disclo

HMDA Data Providers. The Maségéhuﬁé{ta Banleers
Association PIOVICIB» mapping ancl data anafv:zs ser-
vices, which may be of partlcular Lenefl’t to ~maﬂerr
banks. For information call 617/523-7595. Selected
HMDA software promder: mclu({ejchg foﬂowing: CEL
ProServices, Inc., Lawrence, MA. For information call |
- 508/682-1131. Geosegment Systems, Cambridge,
MA. For information call 617/494-0020. PCI Ser-
vices (makers of CRA Whiz), Boston, MA, 617/221-

0090. Tactician Corpora’cxon, Anclover, MA. For in- ’

formation call 508/470 4475,

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 Lerza’ing in In-
dian Country: Cultural and Lega/
Issues. The one—clay program was
clesigned to help financial institu-
tions understand the cultural and

“The comp/ex:tres of Indian law, and the rmp/zca-
tions of tribal sovereignty create /ega/ and po/:tlca/
uncertainties for lenders and investers..

1

Timothy J. Smith, in a paper for the Northwest Area Founda-

these continuing uncertainties ma
greatest barrier to moszfzzmg cap;ta
nomic am{ busme S8 d’eve/opment.

tion, St. Paul, Minnesota.

1ega1 issues involved in esta}alishing‘
a pro{'itaMe lending program in In-
dian country. The seminars also
drew other organizations that were
equaUy interested in estabhshing ef-
fective Worleing relationships with
Indian tribes. James L. West, an
expert on Indian economic and
business clevelopment, and Mark A.
Jarboe, a 1eading authori’ty on 1ega1
matters related to
undertakin g
business in In-

In ][act dian country,
represent tlw conducted the
seminars.

or Ina’ran eco-

The Fe(leral Re-

serve Bank of
IVIinneapolis has

reproclucecl this one—clay seminar in
a series of Videotapes and an accom-
panying manual which address the
various cultural and legal concerns
that a financial institution must
understand and address in order to
establish a profitable 1ending
program in Indian country.

Cultural differences present an ini-
tial chaﬂenge as financial institu-
tions consider establishing a tribal
lending program. The program be-
dins lJy clescri]aing Indian traditions
and the history of federal legisla’cion.
Capital formation in Indian coun-
tryisa particularly difficult under-
talzing for many tribes, even when
they have a successful track record.
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West and ]arl)oe address how finan-
cial institutions may assess credit-
worthiness l))’ talzing’ into account
income from tribal trust assets and
government credit enhancemen‘cs,
both of which can make lencling in

Indian country more attractive.

Lending’ in Indian country presents
other Cllanenges for financial insti-
tutions — such as iden’ci£ying col-
lateral and secondaly sources of
repayment, sovereign immunity,
worleing‘ with Section 17 corpora-
tions — all of which, with suffi-
cient lznowleclg‘e and foresig}lt, a
lender may address effec’cive]y. The
seminar describes how financial
institutions should approach these
issues, inclu(ling‘ asleing the rig11t
questions (such as “Who is the bor-
rower, the tribe or an indiviclual?"),
clefining‘ the terms of tribal waivers
of sovereign immunity, olj’caining
explicit agreements with the tribe
reg‘arding’ what can be used as a
seconclaxy source of repayment, and
securing the Bureau of Indian Af-
fairs’ Section 81 approval for all
contracts involving the use of land.

This is a comprehensive pacleage.
It includes supplementaxy materi-
als such as articles exploring,
among other issues, the nature of
tribal sovereignty; state, civil and
criminal jurisclic’cion over Indian
lancls; and the principal legal issues
involved in len(ling in Indian coun-
try. It also includes sample legal
documents and an example of a
Bureau of Indian Affairs Economic
De\'elopment Grant proposal. Fi-
naH_v, the pacleage includes resource

information from the Federal
Home Loan Bank and the Bureau
of Indian Aﬂairs, all of which help
guide financial institutions as ’chey
establish lending‘ programs in In-
dian Country,

This \ddeotape series is available by
mail order through the Federal
Reserve Bank of Minneapolis.
Please see Community Develop-
ments on page 7 for ordering
information.

Communities & Banking

2]

== D
‘rﬁ;l (¢
5o ~
E =
cExTk
zZ z
oo i |
o i
Loeme oo |
Lo s |
Lo i i ]
e i e

Business Reply Mail

Boston, MA

Permit No. 21448

First Class

EE

22
22

=

POSTAGE WILL BE PAID BY ADDI

Fcclcral IQCSCL'VC Banlz ()'ﬁ: 13()St()ll

Attention: Rel)ecca Carter

7

-

Public and Commu nity Affairs, 1

PO. Box 2()7()

B()st()n, MA 02106-2076



Reader Response Card

We want Communities & Banking to be relevant and useful to our readers.

We welcome vour feedback about the publication’s cditorial content.

Please take a moment to fill out this survey, rating each article/ éection
in thisissue. Then cut on the dotted green line and &rop the postag&paiic}. '\

pasicar& into the mail, Thank }4011‘

Feature Story, “Strategic Approaches Community Development

to Regional Economic Develop- Profile: “Coastal Enterprises: A
ment” Holistic Approach to Regional
O Verv usehul/informative Economic Development”
> Somevhat useful/informative O Very seful/informative

> Not useful/Did not read

, C O Not use&&f Did not réad
C{)mpiianﬁe O&A: "Home Mort- -
gagde Disclosure Act” Community Developméntss ~

O Very usehul/informative

7 fo b .
C o Very uselul/informative

> Somewhat usehil/informative - Somewhat usefulfinformative

C DiNot use{uhf Did not read O Not use{u}f' Did not read
Video Seminar Highlights Issues

Relevant to Len&ing‘ in Indian

Cﬁuniry : '

O Very useful/informative

O Somevwhat useful/informative

O Notuselul/Did not read

Py L & ¥ ~
Any suggestions or comments on the ahove articles?

Please tell us about any program(s} offered }}y vour organization that you Woum

like to have mentioned in Communitios & Banéiﬂg:

Avre there topics yvou would like Communities & BanL’ing to address or

information vot would like to see included?

Cominimities & Ba;zlzing is always ioaléng to address important and emerging

issties and interesting programs. Would vou like to have {:lle, editor contactyou

about vour program’?
- Yes, piease contactme.

‘I’OL‘.I :\:ame

ijh one
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