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Good afternoon and thank you Roy for the kind introduction. I want to thank you
for inviting me to speak at your 32nd annual conference. Wow, 32 years of empowering
people and organizations to build healthy and sustainable communities. You and the
delegates present today are to be commended for the tireless efforts you make to
improve the lives of Americans.

I applaud you and commend you for the fine work you do to improve our nation’s
communities. President Bush often reminds people that the great strength in America is
not in our governments. The great strength in America is in the hearts and souls of citi-
zens all around our country. The great strength in America is embodied in those who
work, such as you, in community-based institutions across the country.

You should give yourselves a hand.

It gives me great pleasure to be here today to represent the CDFI Fund, as well as to
bring you warm greetings from the Secretary of the Treasury, Paul O’Neill.

I value the work of organizations around the country such as those you represent.
We have a bond that joins us — a commitment to serve low-income communities and to
better the lives of those who live there.

I understand the valuable role that you play, and it’s in this spirit of partnership that
I am here today. Let me share some more of my history:

My association with the community economic development field started right after
college (20 years ago). I served on the board of the Avondale Redevelopment
Corporation in Cincinnati. [ was asked to serve by my employer at the time, First
National Bank (now U.S. Bank).
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Even now, I can remember the executive director’s grandiose plans to build new
houses in old neighborhoods. Who, I thought, would buy a new house next to an old
house, between vacant lots, in a neighborhood where the motto was “get out of the
hood.”

Jim, the executive director, had dogged determination — you guys call it vision.
Banks had a hard time telling him “no.” At least that’s what Jim thought. I would tell
him that he just wouldn’t take “no” for an answer.

Jim’s vision and determination got homes built and a shopping center constructed.
ARC even helped to finance a medical clinic. I soon learned that proud families, single
moms and first time homebuyers bought the houses that this CDC built. To this day, |
still beam with pride when I return home to Cincinnati to see that a community revital-
ized in one neighborhood started with one home built by a grass root developer.

But, we have more work to do. Two weeks ago, the Census Bureau released some
troubling news. The Median Household Income declined by 2.2% to 42,200, or $900
from the year before.

After falling for four consecutive years, the Poverty Rate rose from 11.3% in 2000
to 11.7% in 2001! In addition, the number of poor living in the U.S. also increased by
1.3 million to 32.9 million poor in 2001.

This factor is particularly troublesome for Black and Hispanic households whose
population below poverty is almost three times higher than non-Hispanic White popula-
tion.

Yet, you know and understand this problem. The theme for your 2002 conference —
“Embracing Diversity to Build Better Communities” — reflects a basic premise. You
understand that we must embrace diverse ethnic and cultural resources to foster commu-
nity economic development.

You understand that we must encourage a diversity of financing and community
economic development programs to forge innovative partnerships to build healthy and
sustainable communities that achieve lasting economic vitality.

Many of you are well aware of the CDFI Fund and our purpose. As you may know,
the mission of the CDFI Fund is to expand the capacity of financial institutions to pro-
vide credit, capital and financial services in economically distressed rural and urban
communities. Put simply, the CDFI Fund invests in institutions that in turn provide cap-
ital and financial services to underserved people and communities.

This mission is similar to that of your national congress. The CDFI Fund and
NCCED is one unique and innovative partnership we can all be proud of.

Since 1996, investments in certified CDFIs have been the cornerstone of the CDFI
Fund. To date, the Fund has made almost 1,500 awards totaling over $600 million to
financial institutions dedicated to community development lending and investment
activities.
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These investments and awards to financial institutions have been leveraged 8:1,
meaning that awardees raised an additional $4.8 billion. Fund awards and resulting
leverage have helped finance more than $6 billion in loans, investments, technical assis-
tance and services in distressed communities.

The objectives of the CDFI Fund’s investments are simple and clear:

*  Our goal is to increase financing to businesses and individuals desiring to start
businesses with low wealth, limited capital and are located in underserved com-
munities;

*  We are committed to helping President Bush achieve his affordable housing
agenda by funding CDFIs whose financing activities expand the supply and
quality of housing units for underserved communities and populations; as well
as increase homeownership rates among minority groups;

*  We desire to lead the Administration’s efforts in financial literacy by expanding
access to affordable financial services to the unbanked, low-income persons and
others in underserved communities.

Our tool to help the nation achieve these goals is simply — capital. You know, capital
is that green or gold stuff that keeps this nation’s economy churning. Roy Priest has it —
I just want him to share some of it!

It’s the access to capital, or the lack thereof, that can be an impediment to building
healthy communities.

The Fund promotes access to capital and local economic growth in three ways:

1. through our CDFI Program by directly investing in and supporting community
development financial institutions (CDFIs);

2. through our Bank Enterprise Award (BEA) Program by providing an incentive
to banks and thrifts (FDIC-insured depositories) to invest in their communities
and in other CDFIs, and

3. through our newest program - New Markets Tax Credit (NMTC) Program by
providing an allocation of tax credits to Community Development Entities
(CDEs) which enable them to attract investment from the private sector and
reinvest these amounts in low income communities.

CDFIs are specialized financial institutions that work in market niches that have not
been adequately served by traditional lenders.

The organizations we support are able to lend in ways that are more flexible or
innovative than traditionally regulated financial institutions. To date, we have certified
603 financial institutions as CDFIs across the country. The organizations we certify at
the Department of the Treasury are engaged in a variety of activities.

We continue to certify and re-certify about 200 new CDFIs each year. Yet, it’s not
the number of CDFIs certified that you should be impressed with. It’s the fact that these
CDFIs service 98% of the nation’s most distressed urban and rural communities.

Our communities, through compassion and community activism, have built a finan-
cial network that is dedicated to improving the lives of our most economically deprived
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communities and citizenry. The reach of this financial network is unprecedented. The
reach of this financial network is impressive.

The organizations we support are able to provide capital to community-based organ-
izations such as the delegates to this congress who work tirelessly to improve our
nation’s most distressed communities.

Secretary O’Neill has challenged the CDFI Fund to leverage the knowledge of com-
munity development expertise and advance the innovative programs that improve the
lives of Americans and our communities. We are not a grants organization.

The new paradigm at the CDFI Fund is to view our partnership with CDFIs as a cat-
alyst for vigorous community and economic development financing activity.

The CDFI Fund is not a Federal regulator like the Office of the Comptroller of
Currency, or OCC, which regulates national banks. No, we do not regulate CDFIs. I
like to coin us as “determinators.” The Fund is determined to see low income commu-
nities thrive.

We are determined to foster the growth of more CDFIs with sufficient equity capital
to provide financial services to make a difference in the lives of their customers.

We are determined to see the unique partnership of CDFI and CDC strengthen and
grow to achieve President Bush’s vision of a prosperous America for all Americans.

The CDFI Fund is a lifeline and we are committed to our mission of expanded
access to capital. We are committed to building the financial strength and capacity of
this CDFTI financial network so that they can do more as your financial partner to
improve the lives of Americans.

We are determined to see this happen!

I want to conclude my remarks to this congress by talking to you about our newest
program — the New Markets Tax Credit Program.

Many of you understand that to participate in our program as a certified CDFI you
must be a financing entity. This is not the case with NMTCs.

As community-based developers, NMTC is a perfect tool for you to expand your
community development services beyond just housing.

New Markets Tax Credit is designed to help stimulate up to $15 billion, yes billion,
of needed private sector investments in low-income communities across the country.
The NMTC Program offers us a tremendous chance to focus on these communities in an
unprecedented manner.

The NMTC program is designed so that community economic development organi-
zations, like many of you here today, can be empowered with the cash to make a differ-
ence in low-income areas.

Here, let me explain how NMTC will work:
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An organization may apply to the CDFI Fund to become certified as a Community
Development Entity, or CDE. To qualify as a CDE (now this is different than being a
CDFI), the entity must have a mission of community development and demonstrate
accountability to the low-income communities served (2 criteria versus 6 for a CDFI);

* The CDE applies for an allocation of NMTCs;

e If the CDE is awarded an allocation of tax credits, it may offer them to its equi-
ty investors;

* Investors can receive NMTCs worth 39% of the invested amount over the
seven-year life of the credit. Investors may not redeem their investment in the
CDE prior to the conclusion of the seven-year period;
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*  The CDE must use substantially all of the proceeds from these investments to
make Qualified Low-Income Community Investments (QLICIs). QLICIs
include:

* Loans and investments in support of commercial real estate development in
low-income communities;

* Loans and investments to businesses operating in low-income communities;
¢ Loans and investments to other CDEs;

*  The purchase of loans made by other CDEs to businesses operating in low-
income communities; and

* The provision of counseling to businesses operating in low-income commu-
nities.

We expect to allocate up to $2.5 billion in such equity for the most recent allocation
application round. The deadline for the first competitive round for allocations was
August 29, 2002 and these applications are currently undergoing a very competitive
review process.

The need for equity capital in low-income communities is significant as witnessed
by the inaugural round of New Markets Tax Credit. In August, we received 345 appli-
cations requesting almost $26 billion in allocated equity.

We cannot overstate the importance of the NMTC Program and our hope that this
program will generate sustainable financial returns and investments that enrich our low-
income communities.

By offering a tax credit, the New Markets Program encourages private investment in
underserved communities in an unprecedented manner. If investors embrace the pro-
gram, it will be a significant source of new capital that will help to stimulate new indus-
tries and entrepreneurs, and to generate new jobs in low-income communities.

In the months ahead, we will continue to ask the investment community to step up
in a bold way. Our low-income communities are in need of investment and venture cap-
ital.

In less than seven years time, when we look back, we hope to say that the NMTC
Program put significant amounts of private sector capital to work in the areas where it
was needed most. We know that you too share this vision.
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The market opportunity in our nation’s inner cities is tremendous. I recall growing
up in the projects of Cincinnati.

I learned community development from the best — my grandmother: a hard working
lady who only sought the best for her family. There was no CRA. No special loan pro-
grams, just the desire to put a decent roof over the heads of her children and grandchil-
dren. My grandmother found value in properties neglected. She would fix them up,
live in them for a couple of years and then re-sell.

My grandmother had no goal to get out of the ghetto. She loved her community and
knew that she could play a small role in cleaning it up and providing a safe and loving
environment to raise her children.

As a teenager, [ couldn’t wait to learn to drive because my grandmother and great
aunt would have to take a bus to get to the nearest grocery store as the riots in the 60’s
resulted in the closure of our community’s nearest grocery store. Many stores, major
retail chains closed after the 60’s riots and never returned.

We would catch the bus to the grocery store and pay the bootleg cabby cash to bring
us home. What’s a bootleg cabby? In some areas they are called jitneys — individuals
with cars transporting people to make a living. They will go where no cab or public
transportation will go.

Yes, I learned to drive and through God’s divinity, I grew up safely in the projects,
moved from one low-income area to another, became a senior vice president for one of
the nation’s largest banks, and finally, was named by the President of the United States
to run the nation’s community development fund. And now, by the grace of God, | am
given the opportunity to help drive billions of dollars into our nation’s underserved and
distressed communities — Isn’t God good?

We know that together, with all of you in this room, that we can make the CDFI
Fund one of the nation’s most successful Federal programs and through it CDFIs and
now CDEs can be one of your most significant financial partners. Our proof will be in
the lives of the people we serve and the communities we enrich.

Thank you for inviting me to speak. We look forward to working with you and
improving the quality of life for our nation’s low-income communities.
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