M SSI SSI PPl LEQ SLATURE REGULAR SESSI ON 2006

By: Senator(s) Jackson (11th) To: Business and Financi al
Institutions; Appropriations

SENATE BI LL NO. 2003

1 AN ACT TO CREATE THE COVMUNI TY DEVELOPMENT FI NANCI AL

2 I NSTI TUTI ONS ACT; TO PROVI DE FOR LEG SLATI VE | NTENT; TO DEFI NE

3 CERTAIN TERMS; TO CREATE THE COVMUNI TY DEVELOPMENT FI NANCI AL

4 | NSTI TUTI ONS FUND; TO PROVI DE FOR THE ADM NI STRATI ON OF THE FUND
5 TO PROVI DE FOR THE SELECTI ON OF COVMUNI TY DEVELOPMENT FI NANCI AL

6 | NSTI TUTI ONS; TO PROVI DE FOR PERFORMANCE GOALS AND SANCTI ONS; TO
7 PRESCRI BE REPORTI NG REQUI REMENTS; TO AUTHORI ZE THE COWM SSI ONER OF
8 BANKI NG AND CONSUMER FI NANCE TO PROMULGATE RULES AND REGULATI ONS;
9 AND FOR RELATED PURPCSES.

10 BE | T ENACTED BY THE LEG SLATURE OF THE STATE OF M SSI SSI PPI
11 SECTION 1. This act shall be known and nay be cited as the
12 "Conmunity Devel opnent Financial Institutions Act".

13 SECTION 2. (1) The Legislature hereby finds that credit,

14 banking services and investnent capital are vital to the

15 revitalization of communities throughout the state. The

16 Legislature further finds that many communities with the greatest
17 potential for growth and the greatest need for jobs and investnent
18 lack access to the services and capital of traditional banking and
19 lending institutions. The Legislature further finds that access
20 to banking services and capital can be inproved through a grow ng
21 network of alternative financial service providers known as

22 community devel opnent financial institutions, hereafter referred
23 to as "CDFIS." The Legislature finds that CDFIS are currently

24 providing effective lending and financial services and fulfill a
25 wvital role in nmeeting the needs of M ssissippi's | ow and noderate
26 incone conmunities.

27 (2) The Legislature finds that the continued growth of CDFIS
28 requires an established support structure in order to build

29 capacity in these institutions. The Legislature further finds
30 that creation of a statewide CDFIS Fund will strengthen these
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institutions, allowing themto expand their m ssion of addressing
the credit and banki ng needs of | ow and noderate incone
communities in the State of M ssissippi.

SECTION 3. As used in this act, the following terns and

abbrevi ati ons shall have the neani ngs indicated:

(a) "Admnistrator"” neans the Adm ni strator of the
Communi ty Devel opnment Financial Institutions Fund.

(b) "CDFI" means a conmunity devel opnent fi nanci al
institution which:

(i) Has the primary m ssion of pronoting comrunity
devel opnent ;

(i1i1) Serves an investnent area or targeted
popul ati on;

(tii) Is principally a financing entity whose
predom nant activity is providing |oans, investnents and/or
banki ng services, and devel opnent servi ces;

(itv) Mintains, through representation on its
governi ng board or otherw se, accountability to residents of its
i nvestment area or targeted popul ation; and

(v) Is not an agency or instrunmentality of the
United States, any state, or any nunicipality.

(c) "Comm ssioner"” nmeans the Comm ssioner of Banking
and Consuner Fi nance.

(d) "Fund" neans the Community Devel opnent Fi nanci al
I nstitutions Fund.

(e) "lnvestnent area" neans a geographic area that:
is economcally distressed as defined in the federal CDF
| egi sl ation or has significant unnet needs for |oans or equity
i nvestments or enconpasses or is located in a federally designated
enpower nent zone or enterprise community as established pursuant
to Title XIIl of the federal Omi bus Budget Reconciliation Act of

1993 (Public Law 103-66).

S. B. No. 2003 *SS03/R51*
06/ SS03/ R51
PAGE 2



63
64
65
66
67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94

(f) "Low incone" neans having an incone, adjusted for
famly size, of not nore than
(i) For metropolitan areas, eighty percent (80%
of the area nedian incone; and
(i1) For nonnetropolitan areas, the greater of:
eighty percent (80% of the area nedian i ncone; or eighty percent
(80% of the statew de nonnetropolitan area nedi an i ncone.
(g) "Targeted popul ation" nmeans individuals or an
identifiable group of individuals who are | ow i ncome persons or
ot herw se | ack adequate access to |oans or equity investnents.

SECTI ON 4. The Conmunity Devel opment Financial Institutions

Fund is hereby created. The purpose of the fund is to provide
financial and technical assistance to community devel opnent
financial institutions that make | oans and i nvestnents and provide
devel opnent services to specific investnent areas or targeted
popul ati ons.

SECTION 5. (1) The Comm ssioner of Banking and Consuner

Fi nance shall be responsible for devel oping policies and
priorities for the fund pursuant to the provisions of this act.

(2) The Comm ssioner of Banking and Consuner Fi nance shal
designate an adm nistrator of the fund. The adm nistrator of the
fund shall have experience in conmunity devel opnent | ending or
finance and shall not act as an official of a CDFlI. The
adm ni strator shall serve at the will and pleasure of the
Comm ssi oner of Banking and Consuner Fi nance.

SECTION 6. An application for assistance shall be submtted

in such formand in accordance with such procedures as the
governi ng board shall establish. Applications submtted to the
fund shall include:

(a) A three-year business plan;

(b) An analysis of the needs of the investnent area or

targeted popul ation and a strategy for addressing those needs;
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(c) An explanation of proposed activities, consistent
Wi th existing economi c, comunity, and housing devel opnent pl ans,
adopted by or applicable to an investnent area or targeted
popul ati on;

(d) A description of how the applicant will coordinate
Wi th community organi zations and financial institutions and
| everage private sector investnents, including, but not limted
to, equity investnents, |oans, secondary markets or other services
to the investnent area or targeted populations in the case of an
applicant with a prior history of serving investnent areas or
target ed popul ati ons;

(e) In the case of an applicant with a prior history of
serving investnent area or targeted popul ati ons, a denonstration
that the applicant:

(i) Has a record of success in serving investnent
areas or targeted popul ations; and

(i) WII expand its operations into a new
i nvestnment area or will serve a new targeted popul ation, offer
nore products or services, or increase the volunme of its current
busi ness;

(f) A description of how the applicant will provide
financial services for community businesses that enploy or wll
create jobs for | owincone persons or to businesses that are owned
by | ow i ncome persons, or enhance the availability of products and
services to | owincone persons; and

(g) Any additional information that the Conmm ssioner of
Banki ng and Consumer Fi nance shall require.

SECTION 7. In the awardi ng of assistance, the fund shal

select fromeligible CDFI applicants based on criteria that shal
i ncl ude:
(a) The likelihood of success of the applicant in

nmeeting the goals of its strategic plan
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(b) The experience and background of the CDFI's board
of directors or managenent team

(c) The extent of need for equity investnents, | oans,
and devel opnent services within the investnment areas or targeted
popul ati ons;

(d) The extent of economc distress within the
i nvestnent areas or the extent of need within the targeted
popul ati ons;

(e) The extent to which the proposed activities wll
expand econom c opportunities within the investnent areas or
target ed popul ati ons;

(f) The extent of support fromthe investnent areas or
target ed popul ati ons;

(g) The extent of the applicant's current and pl anned
communi ty invol venent;

(h) The extent to which the applicant wll increase its
resources through coordination with other institutions or
participation in a secondary market; and

(1) In the case of an applicant with a prior history of
serving investnent areas or targeted popul ati ons, the extent of
success in serving such areas or popul ations.

SECTION 8. Prior to receiving any assistance under this act,

each CDFlI selected for assistance shall enter into an agreenent
with the fund that requires the institution to conply with
specified performance goals and to abide by other terns and
conditions of such assistance. The format and terns of such
agreenent shall be established by the governing board; provided,
however, that the agreenent shall provide that, in the event of
fraud, m smanagenent or nonconpliance with this act or the terns
of agreenent, the fund may:

(a) Require changes to the perfornmance goals;

(b) Revoke approval of a CDFlI application;

(c) Reduce or term nate assistance;
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160 (d) Require repaynent of assistance;

161 (e) Bar an applicant fromreapplying for assistance;
162 and
163 (f) Take such other actions that the fund deens

164 appropriate.
165 SECTION 9. The fund may provide:

166 (a) Financial assistance through equity investnents,

167 deposits, credit union shares, |oans and grants.

168 (b) Technical assistance and training:

169 (1) Drectly;

170 (i1) Through grants; or

171 (ti1) By contracting with organizations that

172 possess expertise in conmunity devel opnent finance, w thout regard
173 to whether or not the organizations receive or are eligible to

174 receive assistance under this act.

175 The fund shall not own nore than fifty percent (50% of the
176 equity of a CDFl and shall not control the operations of such

177 institution. The fund shall hold only transferable, nonvoting

178 equity investnents in a COFl. No CDFl shall receive assistance in
179 an anount, which exceeds the greater of ten percent (10% of the
180 total assets of the fund or Five Hundred Thousand Dol | ars

181 ($500, 000. 00).

182 SECTION 10. (1) A CDFl which files an application and is

183 approved by the fund for financial assistance may use such

184 assistance for the foll ow ng purposes:

185 (a) For the devel opnment of commercial facilities that
186 pronote revitalization, community stability, and the creation or
187 retention of jobs;

188 (b) For the devel opnment or inprovenent of comunity
189 facilities;

190 (c) For the provision of basic financial services;
191 (d) For housing that is principally affordable to

192 | owinconme people, except that assistance used to facilitate home
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ownership shall only be used for services and | ending products
t hat :
(1) Serve |lowincone people; and
(i1i) Are not provided by other lenders in the
area; or conplenent the services and | endi ng products provided by
ot her lenders in the area;
(e) For businesses that:
(1) Provide jobs for | owincone people or are
owned by | owincone people, wonen, or mnority entrepreneurs;
(1i1) Enhance the availability of products and
services to | owincone people; or
(ti1) Have loan requests of Twenty-five Thousand
Dol l ars ($25,000.00) or less and have five (5) or fewer enpl oyees;
or
(f) For other businesses and activities deened
appropriate by the fund.
(2) The fund may al so provide technical assistance to any
CDFl regardl ess of whether or not it has received financi al
assistance fromthe fund. Mnies fromthe fund may be used for
activities that enhance the capacity of a CDFl, such as training
of managenent and ot her personnel, and devel opnent of prograns,
i nvestnent, or | oan products.
(3) Any nonies designated for the creation of small business
i nvest ment conpani es, which are reallocated to the fund shall be
used in support of small businesses.
(4) No nonies fromthe fund shall be disbursed for the
pur poses of subsection (1) or (2) of this section wthout an equal
match fromthe federal Community Devel opnment Fi nanci al
Institutions Fund (12 USC 4701) or a match from a nongover nnent al
entity; provided, however, that the fund nay approve an
application froma CDFlI for assistance fromthe fund before a

mat ch has been secur ed.
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SECTION 11. The fund shall submt a report to the Governor,

t he Speaker of the House and the President of the Senate on or
before the first of October, and annually thereafter, describing
the financial and technical assistance provided pursuant to this
act, including: the nunber of CDFI applications filed and
accepted; the anount and type of assistance provided;, a
description of projects financed or assisted by fund nonies; the
nunber of jobs created or retained through the investnent of fund
noni es; the anmpbunt and source of funds | everaged; and such ot her
information as the M ssissippi Devel opnment Authority may require.

SECTION 12. The Conm ssi oner of Banki ng and Consuner

Finance, in consultation with the M ssissippi Devel opnent
Aut hority, shall pronulgate rules and regul ati ons in accordance
with the M ssissippi Admnistrative Procedures Act that are
necessary and reasonable for the operation of the fund.

SECTION 13. This act shall take effect and be in force from

and after July 1, 2006.
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