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WELLS FARGO BANK

KAREN WEGMANN
Executive Vice President
Cortporate Communiy Developmeant

September 28, 1990

The Honorable H. Wes Pratt

Councilman, 4th District B
Chairman, Public Safety and Service Committee
City of San Diego

¢ity Administration Building

2020 C Street

San Diego, Ca. 92101

Dear Councilman Pratt:

on be¢half of all of us at Wells Fargo, I thank you for the
opportunity to meet with you and participate in last week's Public
Safety and Service Committee mesting at which the proposed sale of
certain Great American Bank assets to Wells Fargo was discussed.
Wells Fargo sincaraly appreciated the chance to review our
community development results throughout California and to outline
the intent and scope of our programs for San Diego.

While those who testified were genarally supportive of the pending
sale, it was clear that a number of questions remain as to how much
community involvement can be expected from Wells Fargo Bank in its
expai.nged rola-sg A=a=jor finaneizl institution in the San Diego
region.

With this letter we will address the questions that were raised at
the Committee meeting, as well as some that were not. We will
provide a broad ovarview and some history of the Bank's programs
and policies of community investment. In particular, we will also
outline Wells-Fargo's programs that very specifically relate to our
efforts in San Diego County.

In March of this year, Wells Fargo Bank announced a landmark
community and economic development finance program, with a seven
year goal of at least $1 billion in loans to support local
-affordable housing and economic development in California. This
new goal, averaging approximately $143 million annually, more than
tripled the Bank's previous goal of $41 million per vyear. A
breakdown of the various categories contained within the program
can be found in the 1990 Wells Fargo Community Reinvestment Act
Statement, a copy of which is enclosed. Major elements of this
program will be diacussed below in response to some of the
questions posed by the Reinvestment Task Force.
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Councilman H. Wes Pratt
September 29, 1990
Page Two

HOUSING

Wells Fargo Bank is very active in the business of providing
construction and/or permanent loans for very-low and low-income
housing developmentas. A high percentage of the more than $225
million in commitments extended through the housing portion of our
program since June of 1986 have been to non-profit agencies,
although we alsc offer the loans to for-profit companies in
instances where the proposed housing is affordable to certain
income levels. Only that percentage of a project which is
affordable to those sarning 80% or leas of median income is counted
toward our CRA goal in the case of rental housing, with sgpecial
emphasis placed on identifying projects in which a percentage of
units is restricted to the 50% of median income lavel. We also
consider "for-sale" housing reatricted to purchasera earning less
than 120% of median income in cases where a local public agency is
gponsoring the preject in an attempt to encourage home ownership.

Wells Fargo has also emerged as a leader in the California banking
industry in providing site development and construction locans to
support. self~help or "sweat equity" housing projects involving the
Farmer's Mortgage Home Administration (FmHA) and the california
Housing Finance Agency (CHFA). Thesa rural projects provide very-
low income buyers the ability to bring down the cost of a home by
actually participating in its construction. We're  currently .

i reziewimg such & request in the %mpgrial Valley for Campesinos
Unides. - - g Y

We fully expect Wells Fargo's participation in the San Diego
affordable housing market to expand along with our increased retail
branch presence in the region. While our involvement has been
small compared with Great American'e, it has not been non-existent,
Wella Fargo provided a $3.4 million construction loan to 8an Diego
Interfaith Housing in 1987 for a 92 unit low-income senior
citizens' complex in the Oak Park Community of East San Diego, and
more raecently hag agreed to a $6.3 million credit enhancement to
support the sale of bonds to finance Creekside Village, a 144 unit
multi-family project in Southeast San Diego. We are also in
‘various stages of due diligence on two affordable singla-family
projects in the Southeast community, and a number of downtown SRO
and living-unit projects.

Wells Fargo's interest in supporting affordable housing in its
communities is not limited by the above-mentioned goals. In fact,
as of August 31, 1990, we have achieved year-to-date commitments
of approximately $90 million, with another $32 million in
transactions under review.
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Councilman H. Wes Pratt
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HOUSING REHABILITATION

We have met on several occasionas with Evan Becker, Executive
Director of the San Diego Housing Commission to discuss the City's
Housing Rehabilitation Program. We understand the importance of
the role Great American Bank has played in leveraging the Community
Development Block Grant funds used in that effort, and have agreed
to assume that role once the merger is completed. In doing so, we
will also assume ownership of approximately $10 million in existing
loans on single and nmulti-family properties, all of which are
located in targeted areas. _

We look forward to working with the City of San Diego in this
important neighborhood revitalization effort.

CAPACITY BUILDING/NCN-PROFIT HOUSING DEVELOFERS

The Local Initiative Support Corporation (LISC) intends to offer
a training program for San Diego community based non-profit
organizations interested in improving their sgkills in affordable
housing development. Wells Fargo Bank has provided a corporate
grant in the amount of $100,000 to support that progranm.

HOUSING TRUST FUND

The San.Diego Housing Commission has exvressed an interest in-

combining efforts with Wells Fargo Bank to leverage the funds which
will be available to low-income housing production through the
racently established San Diego Housing Trust Fund., Wells Fargo is
interested in participating in this progran. Our community
development lending officers are very experienced in implementing
complex multi-level financing structures, particularly ones
involving redevelopment agencies or local housing authorities. The
Wells Farge Real Estate Group's experience in underwriting
affordable housing developments will be a valuable resource in
implementing the Trust Fund.

We understand that 10% of these funds will be sat aside to support
low-income home ownership, probably through the use of second
mortgages with reduced debt service requirements. %We have worked
with other cities in california in implementing similar programs,
and would be very interested in deoing so with San Diego.
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GEOGRAPHIC TARGETING OF RESIDENTIAL MORTGAGES

We are ocurrently working with the Federal National Mortgage -
Association (FNMA) to develop a specialized Wells Fargo mortgage
loan product that will help lower income buyers qualify for a loan
in certain areas throughout the state.

These loans would be targeted to communities within census tracts
with average family incomes of less than 80% of the county median
income. We realize that this will require adjustments to standard
qualifying eriteria such a debt-to-income ratios and down payment
requirements.

In the case of San Diege County, we'll work with the County Houaing
Authority, the ¢ity Housing . Commission and the City-County
Reinvestment Task Force in determining which neighborhoods would
gualify for such a program. : ;

Welre currently talking with Tom Fox, Executive Director of the
Normal Heights Community Development Corporation regarding their
proposal for a specialized mortgage lending program for prospective
buyers in that community. We've also talked recently with groups
in the Southeast San Diego and San Ysidro communities regarding the
need for increased access to home purchase financing, particularly
for first-time buyers. These three communities ars typical of the
areas where we will target this program. - 5

sties 5
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Tha Wells Fargo Consumer Credit Division offers a credit product
known as LIFT (Low Income Finance Terms) to borrowers who earn less
that 80% of the area median incoma. These loans are available to
lower-income homeowners for housing rehabilitation in amounts up
to $25,000. Relaxed qualifying criteria and extended terms are
provided in order to enhanca eligibility.

ECONOMIC DEVELOPMENT

The Wells Fargo Bank Commercial Banking Group (CBG) and Business
Loan Division (BLD) offer programs specifically designed to support
local economic development. The CBG's Community Business Loan
Adninistration provides a variety of preducts including certain SBA
guaranteed loans as waell ag Wells Fargo's own Community Business
and Community Development Loans. In all cases, these loans nmust
have direct employment creation or retention bénefits, or assist
in the economic development process or the solution of social
problems., Approximately $212 million in loans have been provided

through this program since 1986, including $52 million thus far in
1990.
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The Business Loan Division is a relatively recent addition to wells
Fargo's menu of CRA-relevant credit products. With a median loan
amount in the $35,000 to $45,000 range, the BLD has been very
important in our efforts to meat the needs of the smaller business
community. Whether the need is for working capital, inventory
purchases or long term investments and improvements, Wells Fargo
Business Bankers can assist in selecting the financing optiorn that
best meets a small businesg! needs. The lcans are available on
either an ungecured basis (Business PrimeLine/Prime Loan) or a
secured basis (Business EquityLine/EquityLoan). An added
conveniencea offered by the BLD is the opportunity for borrowers to
maintain a busineas borrowing relationship with the same branch

office where they make their deposite.._

Special emphasis will be placed on identifying lending
opportunities to minority or women owned businesses, particularly
those which intend to use loan procaeds for expansion resulting in
the creation of new jobs in the community. Wells Fargo will work
with city and County cfficials to attract investment through the
use of Enterprise Zones, and will consider participation in well
structured small or mnicro-business loan pools such as one we
recently entered in the City of West Hollywood. We are currently
talking with Scott Xessler of the Adam= Avenue Business Association
and Michael McCraw of California Southern regarding such a proposal
in the Normal Heights community, and with Mr. HMcCraw about a
- possible broader involvement with the California State Guaranty
Program in 8an Diego and Imperial Countieg. . ' _

BANKING SERVICES

We have been asked on a number of occasions whether or not wells
Fargo will continue to provide banking aservices from the existing
Southeast san Diego Great American office. We will keep this
office open. Wa expact the business of that office will continue
to grow along with that of the Southeast community. Wells Fargo
realizes that the National Avenue office is the only bank presence
in the area, and we take this responsibility of providing banking
services to the Southeast community very seriously.

Baefore year end, Wells Fargo Bank will implement a statewide -
program of bilingual marketing and banking services specifically
tailored to the Hispanic community. In branches which serve
significant Hispanic populations, interior signage will identify
branches which have employees able to converse in Spanish. Product
brochures will be available in S8panish and ATM machines will be
avajilable for use in either English or 8panish.
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Councilman 4. Wes Pratt
September 28, 1990
Page Six

Wells Fargo currently offers direct deposit checking accounts to
welfare recipients and others at a reduced fae of $2.50 per month
with unlimited check writing privileges. Because of the low fee,
this product does require that routine transactions be conducted

through the uge of our ATMs.
IDENTIFICATION OF CREDIT NEEDS

Through the Wells Fargo Community Contacts Program, the Bank makes
important use of its extensive branch and commercial banking office
network. Every office is regquired to make community contacts
within the community it serves. AaAn annual survey is conducted to
determine the local perception of the most pressing credit nseds
ef these communities, the results of which are reviewed by senior
management and a special CRA Committee of the Wells Fargo Board of
Diractors. The proposed addition of the large network of Graat
American branches ¢o the Welis Fargc retail system will
significantly enhance the Bank's understanding of San Diego's
credit needs.

The Walls Fargo Corporate Community Development Group employs
business daevelopment personnel who are well experienced in the
subject of community and economic development. Steve Hall and his
astaff will make a special effort in the coming months to meet with
the various community groups around San Diego County to determine
their views -on credit needs, as well as to acquaint them with the~—
programs and products Wells Fargo 3ank has in place to support
local development.

LOCAL ORGANIZATION

Wells Fargo's retail branch system in the San Diego region will be
operatad as a separate division under the leadership of Senior Vice
Praesident Drew Tanzman. Drev has managed Wells Fargo's mortgage
loan division in San Diego for some time. This division will have
a great deal -of autonomy and decision-making ability. Wells
Fargo's Mortgage Loan Division, the existing retail branches and
gthog departments currently employ over 1,000 people in San Diego
ounty.

We intend to add a full-time community development professional for

gan Dlego In_ order to ensure that the aEErog:EIEEe level of e
"attention 1s given to community and economic development issues in
the region. ; 57t
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CORPORATE GIVING

Wells Fargo has been a long time active contributor to non=profit
and cultural organizations in San Diego. We realize that our
expanded leadership role in these communities will. bring with it
a heightened responsibility in this area. We are looking very
carefully at the list of agencies previously supported by Great
American. We're sure you'll find Wells Fargo to be a reliable
social partner with your communities. 3

To summarize, Wells Fargo is genuinely interested in working along
with local groups toward the continued successful development of
San Diego's communities. 1In large part, it has been Wells Fargo's
avility and willingness to adapt to the needs of california
communitiea that has kept us guccessfully in business since 1852.
San Diego will be no exception.

All of us at Wells Fargo look forward to working with you in San
Diego. We will be contacting you soon to set up a convenient time

to get together again. We hope you will advise uzs of any

additional questions or comments ycu may have.
Sincerely, .

Karen Wegmann -
Executive Vice President

- T T

Enclosures: 2

cc: Bob Filner, City of San Diego .
George Bailey, County of San Diego
Leon Williams, County of san Diego
Jin Bliesner, city-County of San Diego
Clyde Ostler, Wells Fargo Bank
Steve Hall, Wells Fargo Bank
Drew Tanzman, Wells Fargo Bank
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CITY-COUNTY REINVESTMENT
TASK FORCE

Jim Bliesner ® Reinvestment Director

AGENDA

Board of Supervisors Library
1600 Pacific Highway

Wednesday 3:00 p.m.
December 12, 1990

PARTICIPANTS: Chairman - County Board of Supervisors - Leon L. Williams
County Supervisors George F. Bailey
Councilman Wes Pratt
Deputy Mayor Bob Filner
Wells Fargo Executive Vice President - Karen Wegmann
Wells Fargo Vice President, Community Development - Steve Hall

ITEM 1: Introductions
ITEM 2: Review and Discussion of Wells Fargo
Community Reinvestment Program
* See attached Tist RECEWEB
2 3 1991
ITEM 3: Conclusion SEP.
MBS Q.oenemmaeee

BLIESNER - AGENDA12.12

1600 Pacific Hywy. MS-A6 e  San Diego, California 92111-3694 e (619) 531-6272






RTF_PROPOSAL

Economic Development

+ Establish small business
lending pool for loans under
$50,000.

+ Participation with East County
Economic Development Council.

+ City/County defined small
business lending program.

Housing

+ Non-profit capacity building
through $250,000 LisSC
contribution.

+ Continuation of Housing

Commission rehab program.

WELLS FARGO RESPONSE

Economic Development

+

Has current BLD loan program
between $35,000 to $45,000.
Will consider participation
with Tocal lending pools.

What steps have been taken to
establish lending pool?

How 1is current program being
marketed in San Diego?

Where are specific points of
contact for lending programs
under $50,000?

Who is bank contact?

What is projected volume?
Under review.

When will grant be made?

What role will Wells Fargo play
in East County economic
development planning?

Will seriously consider
proposals from City and County.

Is any action necessary by
Board or City Council to
implement this option?

How is dialogue on this need
occurring?

Have any specific programs
emerged?

Housing

+

Contributed $100,000 to LISC.

Will be continued under
existing terms.

Have specific documents with
terms been established?






RTF_PROPOSAL

Development of leveraging
agreement for Housing Trust
Fund.

Financing of Tow-income housing
with non-profits.

Mobile Home Park conversion
loans.

WELLS FARGO RESPONSE

What is duration of agreement
and have terms been continued?

To be formulated on development
of Trust Fund operations.

When will terms and specific
agreement be in place?

Are meetings scheduled?

Who 1is pursuing for Wells
Fargo?

Will agreement be with regular
bank or CRA office?

Have regular bank officers been
included in discussion?

Iss some action by Board,
Council. Commission or Trust
Fund necessary?

When can terms be defined to
establish an agreement?

Some projects under
consideration committed to fair
share.

What specific projects have
been funded?

What are current and future
mechanisms for locating
possible projects in urban and
non-urban areas?

Does Wells Fargo have specific
marketing and production goals
for this product?

No specific program defined.

Have further discussions with
County HCD been initiated?





RTF_PROPOSAL

Corporate Giving

+ Honor existing Great American
commitments.
+ Community/economic development

giving program.

Organization

+ San Diego CRA staff position.

WELLS FARGO RESPONSE

If not, when will they be held?

What has Wells Fargo done to
pursue this?

Is any action by the Board or
City Council necessary?

Corporate Giving

- No specific commitment.

What has been happening with
Great American commitments?

What things are being funded in
San Diego by Wells Fargo since
merger?

+ No response.

Does the foundation currently
grant for housing and economic
development?

Does the giving by the
corporation include housing and
economic development?

What will be the corporate
giving approach to San Diego?

Who is responsible?

Can giving be limited to public
granting for housing and
economic development 1in San
Diego wurban and non-urban
areas?

Organization

+ Will hire person ASAP.

Has person been hired?






+

4

RTF_PROPOSAL

Quarterly progress meetings.

Credit needs assessment.

Banking Services

“+

No County program for farm
workers.

Direct deposit agreement with
Welfare.

Page 4

WELLS FARGO RESPONSE

What will persons role and
responsibilities include?

Is this person responsible to
the Community Development
Department or the regular bank?

Who is the regional manager for
the regular bank?

Are they knowledgeable about
these discussions?

If not, why not?

Meetings will be held with CRA
staff as well as Senior V.P. of
retail branch system.

Will implement series of
meetings with community groups.

Have any follow-up meetings
been held?

When?

Banking Services

+

Agreement formed with CRLA.

What is
agreement?

the nature of

What has been the response by
farm workers?

Not established yet.

Have discussions been held?

Is any action by County
necessary?
Who for Wells Fargo has
authority to establish
agreement?






RTF_PROPOSAL

+ Maintain Southe
American branch.

Supplemental Item:

BLIESNER - AGREEMNT.COL

ast Great +

WELLS FARGO RESPONSE

What would be the terms of such
an agreement?

What would be the fee
structure?

Will remain open.

What other closures will occur
(geographical distribution)?

We have received concerns regarding the fees being
charged by Wells Fargo for services such as money orders,
minimum balance on savings accounts, etc. This increase
in fees will impact current Great American customers as

well as lower

income depositors. Reductions or a

comprehensive review would be in order. What can be done

to insure this?

Page 5
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SPRING VALLEY
NEEDS ASSESSMENT OBSERVATIONS

One-thousand one-hundred and fifteen questionnaires were distributed.
Eighty completed questionnaires were received. That represents over seven
per cent. One-hundred and seven questionnaires were "returned to sender".
The responses were evenly distributed throughout Spring Valley.

Of those mailings returned to sender slightly more than half (60) judging
by the business names, were retail stores. Of the retail operations the
largest single group were auto related (repair, sales, etc.). The
remainder were stores selling various and sundry goods.

The next largest group from which mail was returned by the post office
were construction related business. Next were office type firms and non
profit organizations. Mail was returned from three medical doctors.

These business may have gone out of business or simply moved from the
Spring Valley area. It is not possible to determine where they moved to
or why. It is speculative to assume so but of the questionnaires returned
thirty percent of all respondents identified "availability of space" as
the primary inhibitor to expansion. "Availability of credit" was the
second largest inhibitor of expansion for twenty-four percent of
respondents.

The mailing 1list was developed from the Chamber of Commerce Member
Directory (157). The Pacific Bell Cross Directory was used for additional
mailings (958). Businesses listed in the directory for census tracts
92078 (91977) and 92077 (91977) were included.

The development of the questionnaire involved a review of questionnaires
utilized by the Federal Reserve Bank, Southeast Economic Development
Corporation, The National League of cities, Daly City, California Economic
Development Department, Great Western Bank, and First National Bank.
Instructions to National Banks on credit needs assessments published in
the Congressional Federal Register (12 CFR Part 25), City of Lawton and
the Association of South Central Oklahoma Governments, City of Los
Angeles.

The contents of the questionnaire were reviewed and revised by an
assessment committee which included representatives from the County of San
Diego, Wells Fargo Bank, Valle de Oro Bank, Mitsin Manufacturers Bank, The
Money Store, Cuyamaca Bank, American Valley Bank, Bank of Commerce, and
East County Economic Development Council






Respondents employed 360 full time employees and 120 part-time
employees. Thirty-two percent of the full time employees were
employed by two large companies.

Thirty-seven percent of those employed by responding companies were
Spring Valley residents.

The 1largest number of responses came from service related
businesses; second-retail and third construction.

Fifty-six percent of all businesses identified the County as their
target area and half as many identified Spring Valley as their
primary marketing area. Seven percent targeted sales outside of
California.

Financing for business growth comes mainly from non-bank sources
(self & family) for nearly 70% of all respondents.

Respondents have done business in Spring Valley from 1 to 30 years.
The average length of time was over seven years. Nineteen of the
71 respondents have been in business less than three years. Most
are established and fairly solid.

Thirty nine percent of respondents had sales between $100.000 -
500,000. Sixteen percent did more than $1 million in sales
annually.

Average amount of space wutilized for business was 5,614 square
feet. Spaces ranged from 120 to 100,000 square foot. Only about
22% of the business owned the buildings in which they were doing
business.

A majority of respondents stated that their business had expanded
in the past three years.

The Targest single item identified as a needed improvement in their
business space was security. The second greatest need was for
improvements in the buildings exterior. Complaints focussed on the
appearance and the general condition of the property. The need for
lighting and parking were also ranked very high.

A1l respondents identified some areas of business management in
which they could use some help.

The two most commonly identified were:
* sources of capital
* marketing and promotion

On the next level three very consistent needs were identified and
included:

* assistance for family owned business

* business plan development

* computing for small business





In terms of the need for sources of capital, the type and level of
need were identified as:

* financing for business start ups

* venture capital

* accounts receivable loans

A majority of respondents placed highest priority on the need for business
loans of under $25,000 (working capital for receivables/inventory).

Only 21% of all respondents had a written business plan. The need for
assistance in developing one was listed as a priority need by many.

Twenty-seven percent said that financial institutions met community credit
needs poorly. Forty percent said the institutions were average. Twenty-
three percent rated then very well and twenty percent had no opinion.

It was generally felt that lenders served the overall neighborhood or
community better than they served the respondents individually. Thirty
per cent said financial institutions served their credit needs poorly
while seventeen percent rated services very well.

Respondents generally felt that financial institutions served their
residential customers better than their small business customers.

A majority of respondents had no opinion regarding the level of lender
support for community development and corporate contributions of financial
institutions. The next level of opinion was that they were doing poorly.

Sixty-three percent of respondents identified barriers to future
expansion. The most commonly identified barrier was availability of
space. The second most common barriers were availability of credit and
availability of skilled labor.

The most commonly identified barrier to obtaining capital can be
summarized in the phrase "banks don’t understand small business." It was
felt by many that banks "won’t lend" to small business. In general the
mis-communication between small business need for capital and financial
institution receptivity were the demand for collateral for any lending
done. Lenders are nearly incognizant of cash flow needs, value of
accounts receivable and income consistency.

Most business would choose to expand their number of personnel if
expansion were to occur.

Eighteen different lenders were identified as currently being used by
respondents. The six most commonly used were:

Valle de Oro 2
San Diego Trust

Wells Fargo

Union

Bank of America

Grossmont

S OTONONOON
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The most common reason for using a particular bank was location.

Most respondents do not feel that lender closing or consolidation would
have any effect on their business.

Two respondents said they no longer use financial institutions due to
fears of permanence.

Of those responding sixty-nine percent had gross sales over $100,000.
Sixteen percent had sales over one million.

SAMPLE WRITTEN COMMENTS ON CREDIT FOR SMALL BUSINESS

"I owe non-one, pay all my bills on time, employ 15 people and am an asset
to the Community yet I cannot even get a $5,00 line of credit"

Business owner with $400,000 - $450,000 annual sales.
Bank - Security Pacific

"Most lenders won’t talk to any of us not grossing $200K".

Business owner with $50,00 - $100,000 annual sales
Bank - Bank of America

"Due to gang activity, increase in taxes, insurance and rent, I have found
this business no longer profitable and I will be closing out at the end
of this year."

Business owner with $100,000 - $500,000 annual sales and four
employees
Bank - Valle de Oro

"I’ve been in business in Spring Valley for over 30 years. I owe $12,000
on a $400,000 commercial building and $6,000 on a $215,000 home. I
recently turned my printing business over to my son and went into the copy
machine business. I charged the initial inventory to my visa and master
charge. After showing 3 quarters of solid business to the bank and other
loans sources, I was turned down on my refinancing plan because "I had a
cash flow problem".

Business owner with $100,000 - $500,000 annual sales
Bank - Valle de Oro - Union Bank





"Our business is 5 years old in September ’91. SBA laughed when we asked
for loan. Therefore, we funded our own business with savings".

Business owners with $100,000 - $500,000 annual sales
Bank - Home Federal

"I was a chiropractor with 7 years experience as an associate with another
doctor in San Diego. When I opened my own practice in Spring Valley, the
only loan I could obtain was from SEcurity Pacific of 20% interest on
$15K. I was turned down by the local branches of Valle de Oro, Board of
America and Union Bank. I repaid my loan early to Security Pacific and
am very grateful to t hem. However, I was shocked at the difficulty in
financing even with a substantial investment on my part, an ongoing
business and a good credit record.

Business owner with $100,000 - $500,000 annual sales
Bank - Bank of America

RECOMMENDATIONS

A small business credit need has been identified. It is generally a
financing source for loans under $50,000 at interest rates lower than a
credit card. Efforts needs to be made to create such a source and to
insure direct marketing to Spring Valley. This can occur in a number of
ways.

1. Request local lenders with such a product to implement targeted
marketing efforts in Spring Valley.

2. Encourage local Tlenders to Jjoin the "Small Bank Community
Development Corporation" being formed in San Diego County as a for
profit lender focussed on this product.

3% Request a special SBA marketing effort in the Spring Valley area by
the Certified Development Corporation.

A second need that is fairly obvious in the data is the need for small
business technical assistance in a number of clearly defined areas. A
method for developing and making technical assistance accessible should
be developed. Some options are:

For a small business incubator (for profit or non-profit) funded
jointly by the County and lenders to establish and provide this
training.

4 Request that the East County Economic Development Council develop

such a program. Funding for the effort can come from CDBG funds,
Business Improvement District Funds, Donations or through the
formation of a County-wide economic development trust fund.






x Examine interest of community college in developing these courses.

4. Develop a series of workshops to address these subjects through
cooperation of existing organization.

SP-NEEDS.LTR
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Wells Fargo Bank
Community and Economic Development
Loan Program

On March 20, 1990, Wells Fargo Bank adopted a seven year goal of at least $1 billion in special
loans through its Community and Economic Development Loan Program. We do not intend to
subdivide the $1 billion goal into formal annual commitments. We will adopt internal targets
for each year with updated program definitions.

Wells Fargo is engaged in an ongoing effort to effectively monitor and respond to the credit
needs of the communities we serve. Loan program categories may vary from year to year as
necessary to ensure that the products included remain relevant to the current needs of those
communities.

The program includes the following major categories:

Low-to-Moderate Income Housing Real Estate Group

Interim and/or permanent financing for rental or for-sale housing projects. In rental projects,
only that portion which represents housing for low-income (80% of median) or very-low-income
(50% of median) tenants will be counted toward the goal. The Bank will seek to fund projects
in which a significant portion of the units are intended for persons or families which fall within
these income categories, with an emphasis on very-low-income affordability. Acquisition
financing will be considered for non-profit agencies seeking to purchase "at risk" rental projects
where affordability is endangered by expiring rent restrictions. "For sale" projects may be
considered with restricted affordability up to the 120% of median income level, when sponsored
by a public agency attempting to promote home ownership.

Economic Development Commercial Banking Group

Commercial loans to support economic development, including job creation and retention and
development in enterprise zones. Includes loans to small businesses, minority and women-
owned businesses, and non-profit organizations.






SBA 504 Real Estate Participated Loans

Certified Development Companies are authorized to sell debentures pertaining to a qualified
small business with the Small Business Administration’s (SBA) 100% guarantee. The proceeds
from the sale of each debenture will be used for plant acquisition, construction, conversion or
expansion.

Community Business Loan - Enhanced Product
Loans which meet the standards of the SBA but are not processed as SBA loans due to eligibility

restrictions. Loans should provide employment, expand services or provide assistance in solving
social problems. This feature represents an optional enhancement to the standard product line.

ommunity Business Loan - Standard Pr
Loans for commercial real estate acquisition, construction and renovation. Loans need not meet
the Bank’s normal credit standards, but standards are expected to be at least equal to those
required for an SBA loan.

Community Development Loans

Loans for commercial, industrial, mixed use or residential development and/or revitalization
which may leverage public resources and are designed to directly beneit businesses, employees
or residents of low- to moderate-income areas.

Small Business Lending Business Loan Division

The Business Loan Division (BLD) will provide various types of credit to businesses smaller
than those served by the Commercial Banking Group. Loans will range in size from $5,000 to
$500,000 and will fall within the following categories:

. Loans to businesses where loan proceeds are used for business expansion, including job
creation; increase in plant capacity or introduction of new products
Loans to businesses owned by minorities and women
Loans in enterprise zones designed to enhance and attract small businesses. These zones
are designated by state and local governments and characterized by special tax incentives.

° Loans to non-profit organizations that use loan proceeds to augment other community
programs at the local and state level
. Loans to small businesses applying under established programs sponsored by a local

government. BLD will participate in these loans as part of a larger commitment with
local and regional banks that meet pre-approved credit criteria.

. Special disaster assistance loans for existing customers. These loans are designed to
assist small businesses in overcoming business interruptions, or re-establishing a business
operation adversely affected by a natural disaster.
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Low-Income Housing/1-4 Units Consumer Credit Division

Financing for non-profit owned and/or managed small group care housing for the purpose of
enabling non-profits to provide housing or shelter for disadvantaged groups. Community
development loan programs are sponsored and subsidized by cities or counties seeking to offer
low interest loans and attractive terms to residents within a specific geographic area for the
purpose of revitalizing neighborhoods.

Low-Income Finance Terms (LIFT) Loan Consumer Credit Division

Consumer loans for low-income individuals who do not meet the standard Bank requirements
for a loan, but who have established credit history.

o Loan proceeds may be used for a variety of consumer needs including personal loans;
medical, hospital or dental expenses; education; auto purchase or repair; and home
improvement.

. Credit record should not show flagrant delinquency without a satisfactory explanation.

Continuous employment for two years (with adjustments considered for agricultural
workers) and two years’ residence in local area is required. Annual gross family income
must be within 80% or less of the median income for the county in which they reside.
50% maximum debt-to-income ratio, including rent/ home payment and real estate taxes
Extended loan terms and reduced payments in most cases

No application fee

All product criteria to remain in effect

Page 3
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Community Affairs Department
333 South Grand Avenue
Los Angeles, CA 90071

August 30, 1991

Mr. Richard Devine

Metropolitan Fellowship Foundation
c/o Devine and Gong

21 Sutter Street, Third Floor

San Francisco, CA 94104

RE: Martin Luther King, Jr.Center
Metropolitan Fellowship Foundation

Dear Rick:

We are pleased to advise you that Wells Fargo Bank, National
Association ("Lender"), hereby conditionally commits to provide a
land acquisition loan to the Metropolitan Fellowship Foundation to
assist in the planned affordable housing development proposed on a
30.5 acre site located on the south side of Imperial Highway
between 40th and 45th Streets in the City of San Diego.

This commitment is made on the condition that the Low Income
Housing Fund, through its Southern California Mortgage Banking
Pool, will provide financing in an amount equal to that provided by
Wells Fargo Bank - and that the aggregate financing from both
sources will not exceed 50% of the appraised value of the land
based upon its existing condition and entitlement.

Wells Fargo Bank’s commitment is further subject to satisfactory
completion of our normal due diligence process including, but not
limited to an appraisal and credit review of the principles
involved.

The loan would bear interest at a floating rate per annum (computed
on the basis of a 360 day year and charged for actual days elapsed)
equal to Wells Fargo Prime plus two percent (2%). In addition, an
origination fee would be assessed equal to one percent (1%) of the
total loan. The borrower would be responsible for all lender’s
expenses to include an appraisal, an environmental audit and legal
and documentation costs. The term of the loan would be for a
period not to exceed three years.






Metropolitan Fellowship Foundation
August 30, 1991
page 2

Wells Fargo Bank is very happy to support this worthwhile endeavor
to provide much needed housing for lower-income senior citizens of
Southeast San Diego. We realize, of course, that the success of
the project will be heavily dependent upon the financial and
political support of the San Diego Housing Commission and City
Council. From all indications, including many letters of support
from individual Council Members, and conversations with Evan Becker
and Barry Collins of the Housing Commission, it would appear that
this support exists.

Please let me know if you have any questions or comments.

Sincerely,

7/

Steven C. Hall
Vice President

cc: Dan Leibsohn, LIHF
Evan Becker, San Diego Housing Commission
Frank R. Jordan, Metropolitan Fellowship
H. Wes Pratt, 4th District Councilman, City of San Diego
Maureen O’Connor, Mayor of the City of San Diego
James Bleisner, San Diego City/County Reinvestment Task Force
Dan Lopez, CCRC
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CITY-COUNTY REINVESTMENT
TASK FORCE

Jim Bliesner ® Reinvestment Director

September 17, 1991

TO: Maureen Stapleton
Assistant City Manager

FROM: Jim Bliesner

ATTACHED NEWSPAPER ARTICLE

Attached is a newspaper article recently printed in the San Diego Tribune
(9-9-91). It discusses the Bank of America/Security Pacific merger and the role
of the Reinvestment Task Force. A primary thrust of the article is generated
by City Economic Development staff (Mark Sullivan). Essentially, his orientation
is highly critical of the performance of the Task Force.

As you are aware, the Task Force is a product of the City Council and the Board
of Supervisors. It 1is chaired by a Councilman (Filner) and a Supervisor
(Williams). It is funded by the Housing Commission and the County. It has five
lenders and five community organizations on it. It has a budget of $70,000 with
one staff person. No City funding is currently provided for Task Force
activities.

The Task Force has an admirable record and is being used as a model in many other
cities. The Task Force works with City agencies, community groups, County
government, federal regulators and many banks. It has generated millions of
dollars in lending and grants to City groups.

A public attack of a committee chaired by an elected representative with
volunteer citizen involvement is a serious breach of appropriate public employee
responsibility, manners and authority. It is particularly inappropriate on the
heels of behavior by the same staff person in Task Force meetings that has been
consistently abrasive, inconsiderate and discourteous to members. I have
mentioned this on more than one occasion to his supervisor, but it has escalated.
It now occurs in print on the financial page. In addition, it has come to our
attention that Mr. Sullivan, representing the City Manger’s Office, has attended
many public meetings and criticizes the Task Force as part of his presentation.

I believe there is room for differences on strategy, priorities, etc. of public
efforts. My previous experience with your office have left room for discussion
and resolution of those differences. They do not show up in the press.

1600 Pacific Hywy. MS-A6 @  San Diego, California 92101-3694 e  (619) 531-6272






Maureen Stapleton, Assistant City Manager
September 17, 1991
Page 2

I believe that Mr. Sullivan should be reprimanded and that an apology is due the
Task Force for unwarranted criticism against its members.

Your consideration of this matter is appreciated.

JIM BLIESNER
Reinvestment Director

JB:dw
Attachment

cc: Councilman Filner
Supervisor Williams
City Manager Jack McGrory
Curt Chilcott





Download of this portion is not publicly
available due to copyright restrictions.

Contact Special Collections & University
Archives for information about accessing
this item.






CITY-COUNTY REINVESTMENT
TASK FORCE

Leon Williams — Co-Chairman
Board of Supervisors

Bob Filner — Co-Chairman

City Council

Fern James

San Diego Organizing Project

Jeff Stone

San Diego Trust & Savings Bank

Deborah Brady-Davis City/County Reinvestment Task Force
ﬂ:;:a";:tllzier i 202 c S treet
Firt Nationl Bank . 12th Floor Conference Room
S.iz:l‘llxlga)(r:golmmir Development Consortium Th urSday v September 19 v 199 1
by kg sy 12:00 Noon
Sheila Washington
Business Innovation Center
.z::vzl;::n; :ecmr . A G E N D A
Item 1: Introductions
Item 2: Approval of Minutes
Item 3: Public Comments
Item 4: County Housing and Economic Development Trust Fund
* See attached concept paper.
Item 5: Bank of America/Security Pacific Merger
* See attached.
Item 6: Project Update
Item 7: New Business
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CITY-COUNTY REINVESTMENT
TASK FORCE

Leon Williams — Co-Chairman
Board of Supervisors

Bob Filner — CoChairman Cxty CounTY REINVESTMENT TASK FORCE
e 202 C STREET

Sl Koy Do 12TH FLoorR CONFERENCE RooOM

Jeff Stone

chsechpi s el THURSDAY, SEPTEMBER 19, 1991

Home Federal 12:00 Noon

Linda Tauzier

First National Bank

David Cruz

South Bay Ecomomic Development Consortium

Carolyn Johnson
Great American Bank

Sheila Washington M I N U T E S

Business Innovation Center

Jim Bliesner
Reinvestment Director

Item 1: Introductions
Members Present:

Archita Olfato de Leon - Deputy Mayor
Filner’s Office

Vikki Robinson - Supervisor Williams’ Office

Dorothy Kwait - San Diego Organizing Project

Jeff Stone - San Diego Trust & Savings

Lynda Tauzier - First National Bank

Sheila Washington - San Diego Incubator

David Cruz - South Bay Economic Development

Deborah Brady-Davis - Home Federal

Members Excused:

Carolyn Johnson - Great American Bank

Participants:

Bob Carpenter - Non-profit Federation

Marti Spenhler - The Money Store

Benjamin Martinez - Student Intern

Klaus Mendehall - Housing Opportunities,
Inc.

Dana Quittner - Supervisor Bailey’s Office

Walt Hauschildt - City of San Diego

Mark Sullivan - City of San Diego

Reed Morgan - San Diego Community Foundation

1600 Pacific Hywy. MS-A6 @  San Diego, California 92101-3694 o  (619) 531-6272






Item 2:

Item 3:

Item 4:

Item 5:

Item 6:

Approval of Minutes

* M/S/C (Stone/Tauzier) To accept minutes as written.

Public Comments

* No comments were received.

County Housing and Economic Development Trust Fund

Discussion regarding this concept paper included a request
that reference to savings and loans be changed to thrift and
loan to be more accurate. Questions were asked whether credit
unions were subject to the CRA.

M/S/C (Washington/Tauzier) To approve the Trust Fund concept
as modified to request clarification from County Counsel on
the recommended source of funding, to define County authority
to proceed, to research other sources, and work with relevant
parties to develop an action plan for implementation.

Bank of America/Security Pacific Merger

Discussion was held regarding the involvement of the Task
Force in this merger. Comments were offered by the City
Economic Development Department and non-profit groups regard-
ing their interest in securing written commitments from the
Bank of America. It was generally agreed that the Bank of
America should have a written CRA plan for the San Diego
region. It was also agreed that the Task Force should convene
the meeting with Bank of America representatives.

M/S/C (Brady-Davis/Washington) To adopt the recommendation as
presented by staff (see meeting notice from August).

Project Update

* M/S/C (Washington/Stone) That County be asked to
participate in the credit needs assessment proposed by
the City Economic Development Department.

* Deborah Davis asked the Task Force to appoint another
representative tot he County Fair Housing Task Force .
Linda Tauzier volunteered.






Item 7: New Business

* Deborah Brady-Davis requested that a presentation
regarding the Neighborhood Development Bank be put on
the next Task Force agenda.

Item 7: Adjournment
* Meeting adjourned at 1:40 p.m.
Respectfully submitted,

N 15 hpra

IM BLIESNER

BLIESNER - RTF-MIN.919






CITY-COUNTY REINVESTMENT
TASK FORCE

Jim Bliesner ® Reinvestment Director

City County Reinvestment Task Force
1600 Pacific Highway
Board of Supervisors Library
Thursday, August 15, 1991
12:00 Noon

MINUTES

Item 1: Introductions
Members Present:

Archita O1fato de Leon - Deputy Mayor Filner’s Office
Vikki Robinson - Supervisor Leon Williams’ Office
Dorothy Kwait - San Diego Organizing Project

Jeff Stone - San Diego Trust & Savings

Sheila Washington - San Diego Incubator

Members Excused:

Carolyn Johnson - Great American
Lynda Tauzier - First National Bank

Members Absent:
David Cruz - South Bay Economic Development
Participants:
Juan Maldonado - Security Pacific Bank
Benjamin Martinez - Student Intern
Marty Spuehler - The Money Store
Lorenzo Higley - San Diego Youth Services
Mark Sullivan - City Economic Development Dept.
Item 2: Approval of Minutes
» M/S/C (Robinson/Stone) Accept minutes as presented with

one modification: that Jeff Stone be recorded as present
for July meeting.

1600 Pacific Hywy. MS-A6 = ®  San Diego, California 92101-3694 e  (619) 531-6272






Item 3:

Item 4:

Item 5:

Item 6:

Item 7:

Item 8:

Public Comments

* Lorenzo Higley made public comments regarding the impact
of the Bank of America - Security Pacific merger on local
credit needs. He supported the idea of a Countywide
needs assessment. He also suggested that the Task Force
develop a reinvestment newsletter. He suggested that
lenders should consider paying for these efforts.

These suggestions were vreferred to staff for
consideration and response.

County Housing and Economic Development Trust Fund

% Discussion regarding the proposed Trust Fund occurred.
There was review of sources. Task Force members
requested opportunity to review the concept paper and
expect a vote at the next meeting.

Integration Incentive Program

* M/S/C (Robinson/Washington) That the Task Force not
endorse this program at this time due to the potential
for gentrification.

Project Update

* Information presented per the written report. No action
required or taken.

New Business

% No new business.

Adjournment

» Meeting adjourned at 1:23 p.m.

Respectfully submitted,

JIM BLIESNER

BLIESNER - RTF-MIN.815





ITEM 4:

DECISION ITEM

County Housing and Economic Development Trust Fund

A full discussion regarding the proposed County Trust Fund is
contained in the attached concept paper. It identifies the concept
of both a housing and an economic development fund. It also
identifies a possible funding source.

The funding source is related to the achievement of CRA goals and
general fair lending practices.

The endorsement of the Trust Fund by the Task Force would allow RTF
staff and members to proceed with discussions with County staff and
representatives from various cities in the County about the fund.
More than Tikely the final shape of the Fund and possibly the revenue
source would be modified before a final product is formulated for
approval by the Board of Supervisors.

Recommendation: It is recommended that the Task Force endorse a

County Housing and Economic Development Trust Fund and work with
pertinent parties to formulate a funding source.

It is more than likely that a number of funding sources will be
reviewed and considered by parties to the formulation of a Trust
Fund. The Task Force may want to continue to review them and decide
later on a particular option.

A second option is to endorse the draft paper as written and pursue
specifically the assessment on non-regulated lenders as the primary
revenue source. The approval of this source is consistent with
previous efforts of the Task Force to encourage an "equal playing
field" between regulated lenders and non-regulated lenders.

BLIESNER - ITEM-#4.919






1TEM 5

DECISION ITEM

Bank of America/Security Pacific Merger

Public announcements have been made regarding the intent of the Bank
of America to acquire Security Pacific Bancorp. According to
representatives of the banks and federal regulators an actual
application will be filed within the next fifteen days. Thirty days
after that will provide opportunity for public comment.

Communication has been received from the Executive Vice President
of the Bank of America State Development Bank expressing a desire
to meet with any groups or organizations wishing to review their
record and assist in defining a Tong term CRA program for the merged
bank. The Task Force, to date, has not responded to that offer.

The general practice of the Task Force in these cases had been to
convene a regular group of community and government organizations
to discuss and formulate a group presentation to the lender. The
Task Force has then convened and moderated the discussion. In most
cases, the organizations have presented needs and requested that the
lender return for a future meeting with a specific CRA plan for the
groups’ review. In this manner the lender has received regular
feedback from organizations directly involved in developing
affordable housing and doing small business lending.

Specific plans have been formulated with some 1enders (Home Federal).
In other instances, more general commitments have been defined (Wells
Fargo, Security Pacific, Mitsui). These arrangements have generated,
over time, a number of housing, small business, and philanthropic
activities in San Diego City and County.

It is the perception of some (City of San Diego Economic Development
staff and Normal Heights Community Development Corporation) that
these agreements are not adequate and efforts should be made to
aggressively pursue a more detailed commitment (ala Pittsburgh
Community Reinvestment Group. See attached).

Accordingly, the City has requested a meeting with Bank of America
officials to begin negotiations. The City is seeking an agreement
similar to the Pittsburgh agreement that is quantifiable, very
specific, and closely monitored with Bank of America officials. They
have asked the RTF to participate in those negotiations.

Other options exist for the Task Force to follow. One is to do as
the Task Force has consistently done; convene pertinent community
organizations to discuss and define credit needs, then to convene
a meeting between the groups and the Bank of America. The goal would
be an equitable CRA plan by the Bank of America for San Diego.
Individual organizations may choose to intervene in the merger.
The City may choose to do so as well.






The City has requested $60,000 from the Housing Commission to
implement a credit needs assessment in the context of the merger.

Task Force staff is currently analyzing the CRA record of both
Security Pacific and the Bank of America in San Diego. This analysis
would be made available to anyone requesting it, including the
Federal Reserve Bank.

Other options include: doing nothing; endorsing the records of both
Security Pacific and the Bank of America; asking the City and/or
County governments to intervene in the merger proceedings on behalf
of community credit needs or...

Recommendation: It is recommended that an analysis of Bank of

America and Security Pacific CRA records in San Diego be completed.
When complete, it is recommended that the Task Force convene relevant
agencies to define a productive CRA plan for San Diego and work with
the Bank of America representatives to define a specific program.

BLIESNER - ITEM-#5.919






PROJECT UPDATE

Spring Valley Credit Needs Assessment - Attached is a very preliminary data
review and list of recommendations for small business in Spring Valley.
It was reviewed by the area committee on Monday, September 16. Input form
that meeting is being incorporated. The Task Force may have additional
input on useful recommendations.

Church Lending Workshop - Report from Lynda Tauzier.

City Reinvestment Policy - A request has been made by the City Economic
Development Department for $60,000 from the Housing Commission for a credit
needs assessment.

Task Force Funding - The Housing Commission considered funding of the Task Force
for six months at its September 16 meeting. The County funding commitment
is not clear at this time. The existing funding ends at the end of
October.

Metropolitan Fellowship Foundation - See attached letter of commitment from Wells
Fargo Bank for a construction loan for the senior citizen project scheduled
for Southeast San Diego. The project was reviewed and endorsed by the Task
Force about a year ago. The commitment is a multi-million dollar loan.
Funding for project consultants was received from L.I.S.C. to put the
package together.

BLIESNER - PROJ-UPD.919







PROJECT UPDATE

Church Lending Workshop - Report from Lynda Tauzier.

City

Reinvestment Policy - The City Economic Development Department is
soliciting participation from SEDC, CCDC and the Housing Commission for
the implementation of a credit needs assessment. An RFQ was released and
a consultant recommended to the Housing Commission.

County Housing and Economic Development Trust Fund - A meeting was convened by

the City of Chula Vista at the County Housing Department. Representatives
from six cities within the County were in attendance. Mary Brooks from
the Center for Community Change presented information regarding housing
trust funds. They agreed with the concept and would like to get
information on County authority and proposed revenue sources. They will
meet in three weeks to review information.

Bank of America/Security Pacific - The City of San Diego is pursuing

BLIESNER -

negotiations with the Bank of America and Security Pacific. They are
working with the Non-Profit Federation and other groups. The RTF convened
a meeting at the City. A proposed program was presented. Attached is a
letter summarizing the perceived conclusions to the meeting. Further
meetings will follow. Requests have been made by the NAACP and SDOP
regarding the importance of providing home loan services in poor and
minority areas. This will be emphasized by the Task Force.

PROJ-UPD.10
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THE CITY OF

SAN DIEGO

SECURITY PACIFIC PLAZA « 1200 THIRD AVENUE « SUITE 1620
SAN DIEGO, CALIFORNIA 92101 - 4199 TELEPHONE: (619) 236-6039
FAX: (619) 696-0590

ECONOMIC
DEVELOPMENT
DIVISION

September 26, 1991

Donald A. Mullane

Executive Vice President

Bank of America

315 Montgomery Street, Fifth Floor
San Francisco, CA 94104

Irv Margol

Executive Vice President H20-67
Security Pacific Corporation
333 South Hope Street

Los Angeles, CA 90071

Dear Gentlemen:

I am writing to thank you for your responsiveness and to confirm my
understanding of what was agreed to at our September 24th meeting:

1. The banks agreed to work in cooperation with San Diego housing and
community development organizations to develop a San Diego-specific
community reinvestment program.

2. The banks will provide copies of a draft program based on the
community groups' proposed outline to each of the meeting attendees
by Tuesday, October 8th. (Please also send copies to: CDC Small
Business Finance Corp., 5353 Mission Center Rd., #218, San Diego, CA
92108; and Normal Heights Community Development Corporation, 4649
Hawley Blvd., San Diego, CA 92116).

3. For your information the community groups are scheduled to meet
separately to review and discuss the banks' draft program on
Wednesday morning, October 9th.

4. The banks will meet with the community groups to receive comments on
the draft program on Friday, October 11th at 9:30 a.m. at the City
Property Department's small conference room, 1200 Third Avenue,
Suite 1700.

5. Public review and comment on the draft program will take place at
the October 14th meeting of the Nonprofit Federation and the October
17th meeting of the Reinvestment Task Force.

£ Printed on recycled paper






6. The banks will continue meeting with the community groups to
finalize their San Diego-specific community reinvestment program
prior to the expiration of the federal regulatory public comment
period, which would occur no earlier than mid-November.

Thank you for your commitment to this process. "1 look forward to working with
you to make it a win-win proposition for both the community and the banks.

‘Mark A. Sulliv
Financial Specialist

MAS: jd

G
Maureen A. Stapleton, Asst. City Manager
San Diego Housing Commission
SEDC
City-County Reinvestment Task Force
Nonprofit Federation for Housing and Community Development
CDC Small Business Finance Corporation
Normal Heights CDC
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Neighborhood Bancorp
FINANCIAL BUSINESS PLLAN

October 1, 1991






Neighborhood Bancorp
Business Plan
EXECUTIVE SUMMARY

Statement of Purpose |

The Neighbornood Bancorp is proposed as a privae for-profit community development
corporation and bank holding company. The overall purpose of the bank is creating new, and
supplementing c¢xising financial services and products for San Diego’s disadvantaged
neighborhoods.

The long-range development of Bancorp will focus on meeting the credit needs of unserved
o = &
populations. It w:ll specifically address financing for the development, and rehabilitation of
affordable housing. It will work to link investment of public and privaie capital for affordable
housing. It will provide access to other forms of credit not available to underserved populations.
Furthermore, it will attempt, in its governance and philosophy of business, 1o encourage the
_ % g P P 5
economic self- sufficiency of businesses and organizations representing those populations.

Neighborhood Bancorp is being formed to serve as a centerpiece for numerous efforts 10 meet
unmet credit necds in the San Diego region. It will provide a mechanism for coordinating efforts
by public agencies, private and non-profit developers, and lenders seeking to implement effective

EN )

fow-income lending strategies.

In addition to its initial housing focus, ¢fforts will be made w0 develop multiple services and
products which servg to enhance the overall economic well being of the San Diego region. 4

Plan of Organization

Neighborhood Bancorp will initially incorporate and raise $50,000 of capital. These funds will be
used for pre-operaiing expenses and professional fees 1o concurrently: 1) obtain approval from the
State of Californiz to operate a communily development corporation (CDC); 2) begin the
regulatory process Of a comprehensive business plan, site plan and application 10 form a bank
holding company and bank subsidiary and 3) initiate a stock offering with a capitalization target of
$5 million.

Approval for a CDC is expected from the State within three months from the inception of
Bancorp. Approvaels from the Office of the Comptroller of Currency (OCC) and the Federal
Deposit Insurance Corporation (FDIC) for the bank holding company and bank charter is
anuicipated around twelve months from inception. A fully subscribed stock offering which will be
necessary 1o receive final bank approvals is expected nine months after incorporarion,

Upon receiving CDC approvals and before regulatory bank approvals, Bancorp intends o borrow
and/or sell stock t¢ other financial institutions 1o provide a pool of community loan funds. The
OCC permits naiional banks to invest in CDCs or participate in CDC projects. Funds provided by
financial institunons will help them fulfill their Community Reinvestment Act (CRA)
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requirements. Bancorp will use these funds to form loan participations and/or equity parterships
which will invest in low and moderate income areas and for business loans 10 builders involved in
the development, construction or rehabilitation of affordable housing. This CDC phase, which is
expected to run twelve months before the opening of the Bank, is not reflected in the financial
projections herein of the business plan,

Upon receiving approval to form a bank holding company and bank, Bancorp will form a bank
Subsidiary to accept wholesale deposits from other banks, non-profit insntutions and foundations
and governmental agencies. The Bank will also establish a retail banking office to provide home
purchase loans, checking, savings and other financial services to underserved, minority and other
disadvantaged areas.

It 15 also envisicned that Bancorp will form other subsidianes to provide housing to low and
moderate income areas by forming joint ventures with developers and governmental
organizations, undertaking non-profit projects with a community benefit and establishing loan
counseling programs. '

The financial information included in this business plan is a projection of the financial resulrs
starting at the inception of the bank subsidiary. A

Financial Highﬁghts of the Business Plan

Bancorp will be capitalized with $2 million of common stock from private investors and $3
million of subordinated debt from financial institutions, Bancorp in turn will capitalize the Bank
subsidiary with $5 million.

Stock issuance and organization ¢osts and pre-operating expenses dilute the inital $10 common
share purchase price. However, by the third year the Bank's profitability has increased the share
book value to $15.87 and earnings per share are $4.56. Net worth excluding the subordinated debt
is $3.8 million or 4.21% of assets at the end of the third year.

The Bank starts operations with $60 million of wholesale deposits which is invested in socially
screened securitizs until the funds are loaned out. Retail loan originations begin in the fourth
quarter and retail ¢2posits are accepted starting in the seventh quarter,

Projected loan volume is $46 million per year. This is comprised of permanent residential,
development, construction, mult-family, non-residential and business loans. Loans will also
include rehabilitative housing programs which will reinvigorate disadvantaged areas and
ultimately enhance the community’s quality of life and increase property and collateral values.

There is no loan sale acdvity reflected in the business plan given the goal to increase assets.
However, most Likely the Bank will form loan participations with other banks on larger loans and
sell certain loans in the secondary marker. This will allow the Bank to gradually build a loan
scrvicing portfolio which will improve profitability and may also generate profits from loan sales.
In addition, loan sales would also allow for the tumover of funds which can be reinvested in other
affordable housing loans and projects.

@





Retatl deposit growth 1s projected at $14 million per year. This consists of passbook, checking,
money market and nime deposits. Wholesale deposits stay at $60 million all three years.

By the end of the third year, assets total $89.7 million. The Bank seeks to attain total assets of
approximately $ 100 million as soon as it can be absorbed in a safe and sound manner. This level
is important beczuse it provides efficiencies and economies of scale relative 1o the fixed expenses
of staffing and operauoning a financial institution,

-

The Bank’s asser/liability mix provides a net portfolio spread i the range of 3% and non-interest
earmng assets are minimized. Nevertheless, the business plan shows a dip in the spread in the
third year. This 1s because the retail deposits which are growing have higher rates than the
wholesale deposis. This increases the overall cost of funds. Also, the yield from assets is
impaired because the loan origination volume 1s not adequare to reduce the lower yielding
wvestments. Therelore, there is potential for improvement in the asset/liability mix which would
increase the profis.

Operating expensas are kept tight and remain under 2% of assets. This combined with the net

portfolio spread helps result in a retum on average assets of 1.11% and a return on beginning
equity of 31.89% 1 the third year.

For further insight info the business plan and financial projections, se¢ the financial highlights
schedule and statzments and summary of assumptions. A

Principals

Robert M, McGill

Over Mr. M¢GiL s twenty-five year carcer, he has been with financial institutions and is currenty
serving as a finance officer for a real estate development company. As a Senior Vice President for
the Federal Resen ¢ Bank of San Francisco, he was Officer-In-Charge of the Los Angeles Office.
Prior to that he «&s an executive with a major California bank for ten years. Mr, McGill has an
MBA as well as & bachelors degree in Finance. A

James Bliesner

Mr. Bliesner is Reinvestment Director to the City-County Reinvestment Tast Force. The Task
Force is a trilateral effort involving lenders, community organizauons and elected government
representatives.  Mr. Blicsner has been un appointee 1o the Mayor’s Growth Management
Commitiee, the C2iv Council Redistricting Committee and the Govemor's Advisory Committee on
Neighborhoods. He has organized a number of San Diege community-based non-profit housing
development corporations and serves on the Board of the City Heights Community Development
Corporation and U Multi-Bank Lending Consortium, the California Community Reinvestment
Corporation. A
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Neighborhood Bancorp

Financial lighlights : ;

Year 1 Year 2 Year 3
FINANCIAL POSITION
Total assets i $65.843.949  $74.025.506 $89,691,423
Net loans 7,964,533 33,450,462 50,994,193
Deposits 60,000,006 67,000,006 81,000,006
Subordinated debt o 3,000,000 3,000,000 3,000,000
Shareholders’ equity 2,081,086 2,861,867 3,774,396
Shares outstanding 200,000 200,000 200,000
Book value per share T 10.41 Wy L] 18.87
INCOME DATA
Netinterestincome 1,611,768 2,616,108 3,105,889
Operaling expenses 1,251,158 1,374,046 1,558,708
Netincome Y i 381,086 780,781 912,529
Earnings per share 191" 3.90 4.56
FINANCIAL RATIOS
Yield from assets at year end 7.96% 8.20% 8.21%
Cost of funds at year end 5.00 5.09 323
Nezt portfolio spread at year énd 256 3.12 3.00
Cost of subordinated debt 6.00 S 1600 6.00
Rem on average =ssets 0.58 1.12 4311
Remrn on beginning equity B s 37.52 31.89
Operating expenses [0 sveruge asset 1.91 1.96 1.90
GAAP capital to total assets 3.16 Vi ., : 421






Statement Of Financial Condition

Neighborhood Bancorp

End Of End Of End Of
Inception Year 1 Year 2 Year 3
ASSETS: o < o A
Cash and Liquidity 4 $64,550,000 $4,200,000 $4,690,000 $5,670,000
Investment Securites 5 0 52,900,000 35,000,000 32,100,000
Loans Receivable 0 7964533 33,450,462 50,994,193
Interest Receivable 0 59,415 245,044 367,230
Real Estate Owned 0 0 A 0 6
Premises and Equipr==.: - Net ZE 400,000 360,600 320,000 280,000
Other Assets e~y 0 200,000 200000 200,000
Organization Expens: J(JOO()O it léO:()Oi)m BEV EZB.’(K)O —86,0706
Total Assets $65,150,000 $68,813,949 $74,025,506 $89,691,423
LIABILITIES
Deposit Accounts $60,000,000 $50,000,006 $67.000,006 $81,000,006
Gther Berrowings 0 W's Sy ]
Accrued Interest Pay znle 250,000 250,000 283,958 351.875
Income Taxes Payahlz W 239,523 7/&)‘2;(7)? g 1,395,456
Other Liabilities 200,000 273,334 118,871 169,690
Total Liabilities 60,430,000 60,762,863 68,163,639 82,917,027
Subordinated Debt 3,000,000 3,000,000 3,000,000 3,000,000
STOCKHOLDERS® EQUITY
Common Stock (200,00 shs @ $10) 1,700,000 1,700,000 1,700,000 1,700,600
Retained Earnings 0 381,086 1,161,867
Current Exmings 0 381,086 780,781 912,529
Total Stockholders’ Equity 1,700,000 2,081,086 2,861,867 3,774,356
Fotal Liabilities and Equity $63,150,000 465,843,949 $74,025,506 $89,691,423

See accompanyinz summary of assumptions






Statement Of Operations

Neighborhood Bancorp

Year 1 Year 2 Year 3

hueuS[hwomc: !

Losns g $181,500 $2.342.549 $4,129,612

Amortization Of Lo Fees 17361 117,484 152,351
" Cash And Investments 1,792,906 3,492,738 2,943,900
Total Interest Income 4,991,768 5,952,770 7,225,863
Interest Expense:

Deposits > 4 2 3,000,000 3,156,663 3,939,974

Other Borrowing: e 0 0 0
" Subordinated De>: 180,000 180,000 180,000
Total Interest Expense 3,180,600 3336,663 4,119,974
Net Interest Margin 1,811,768 2,616,108 3,105,889
Non-Interest Incone:

Other Fees 60,000 120,000 120,000

Fees From Loan Szles 0 0 0

Gain On Sale OF Loans 0 0 0

Other Income ¥ & ; 0 <} 0 = 0
Total Non-Interest Income 60,000 120,000 120,000
Non-Interest Expense:

Operating Experssas 1,251,158 1,374,046 1.558,70%

Provision For Lo Losses 0 60,000 120,000
Total Non-Interest Expense 1,251,158 1,434,046 1,678,708
Net Income (Loss; B=iore Taxes 626,609 1,302,062 1,547,181
Taxes on Income;

Foderal o ¢ 40 B Q500" W 173,463 382,684 469,964

State 66,060 138,597 164,688
Net Income $381.086 $780,781 $912,529

See acc ompany L summary Ofu.\‘_)'ll"lpll'ufl.?
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Neighborhood Bancorp

Operating Expenses

Year 1 Year 2 Year3
COMPENSATION / - s ey
Salaries $433,750 $515,000 $540,000
Payroll taxes e 43375 51,500 54,000
Group insurance 34,700 41,200 43,200
Renrement/Savings plan 0 0 0
Capitalized costs T (34,667) (138,667) (138.667)
477,158 469,033 498,533
MARKETING 4,000 32,000 60,000
OCCUPANCY
Rent, net 48,000 69,000 90,000
Maintenance and operations - 32,000 40,000 48,000
Property taxes -y = 4] ] 0
Depreciation and arncrizaten 40,000 40,000 40,000
Udlities 32,000 40,600 48,000
152,000 189,000 226,000
OTHER EXPENSES
Directors fees 36,000 36,000 36,000
Due¢s and publications 8,000 12,000 16,000
Legal 32,000 40,000 48,000
Audit and exam fees 5 32,000 32,000 32,000
Stationery and suppiics 32,000 40,000 48,000
Postage 20,000 24,000 28,000
Telephone 24,40 i 28,000 32,000
Data processing 96,000 96,000 96,000
Courier service 0 4 000 8,000
Equipment expense i 16,000 20,000 24,000
Other office expene W 16,000 20,000 24,000
Officers and employe= cxpense ' 16,000 20,000 24,000
Conferences and seérminas 0 3] 0
Auto and wave! > 32,000 36,000 40,000
Cusualty insurance & e 40,000 40,000 40,000
Printing and reproduction 16,000 20,000 24000
Organizational costs 7 ©Ta0000 | 40,000 10,000
Bank service fees s 24,000 36,000 4?;000
FDIC premiums N 138,000 140,013 166,175
Branch expansion 0 0 T
T e e Cs1E000 684,003 774,175
Total Operating Expenses $1,251,158 $1,374,046 $1,558,708

See accompanying summary of assumptions.





Neighborhood Bancorp
] Business Plan

ASSUMPTIONS

The following asswumptions apply to the banx subsidiary of Neighborhood Bancorp.

Capitalization

The Bank is capitalized by Neighborhood Bancorp with $2 million of common stock (200,000
shares at $10) and S3 million of subordinated debt bearing a rate of 6%. Common stock proceeds
are reduced by $300,000 for stock issue costs. In addition, there are $200,000 of organization
costs incurred which are deferred and amortized to expense over five years. This amounts 10
$10,000 per quarter.

Omn the day the Bank opens for business, 1t receives $60 million of wholesale deposits from other
banks, non-profit and governmental institurions and foundations at a rate of 5%. Over the first
auarter, seven percent of these funds are placed in liquidity instruments with a 5.5% yield and the
remainder is pluced in various investments including mortgage-backed securities with a yield of
§%. Invesmments will be socially screened and made in a manner 1o maximize yields with safety
of principal and with maturities maiched (o cash flow requirements for loan originations. Interest
income in the computer model could be increased if all liquidity and invesument instrurnents were
locked up at incepuon, rather than invested over the quarter. A

Loan originations are targeted for low and moderate income areas and residents and small
businesses, Lending begins in the fourth quarter with the following quarterly goals:

A 350 million for residennial mortgages ar 8%

A 350 million for ADC, rehabilitation, commercial property and
multifamily at 10%

A 315 million for business loans at { 1%

Loan rates were determined based on an average 3% spread for normal residential loans with a
higher spread for loans with higher risk. Based upon the Bank's goal of reaching $100 million in
assets, a 3% spread is considered reasonable for purposes of covering Gverhead, building capital
and providing a reasonable return to investors. Accordingly, the medel uses a 3% spread between
wholesale funds and residentia! loans, 4% for development, commercial and multifamily loans and
5% for business loans.
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Iy Over i 15-‘);:\1! ife, and

tfe, 2 pomts for A1C, rehaby, commerciul proper

pomnts 1Y busire sz oans over a 2- year hife

Loan originahon costs per ioan which ate defened and ammortized over their ier
$1,500 and $30i 11 take out. ADC and business loans, respectively

‘The provision {or loan losses is $60.000 per year

These i$ no loan: scuvity reflected in the financial model. &

Retall deposits orz drought in staming in the seventh quarter. New retail deposits per quarter

consist of

£ a38bo0OK bEDU 0a0 5.50%
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Checking 500,600 .00
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Y
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Salaries are $103.757 per quarnter for the first three quarters. This is based ou the following annual
salaries:

President $100.000
3 Managers at $70,000 210,000

S\,gr(‘ fary /r\dn!m Assl. 35,000

BC\)kkeeper 24,000
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gt s S VRO v Ty rerbi i





In the fourth quarier, two loan employees (origination and servicing) and an accountant are added
for a rotal of $75.0C0 per year. In the seventh quarter, two retail savings employees are added for
atotal of $50,000. A

Other Expenses : v

Furniture, equipment and leasehold imprb"«. ements are acquired in the first quarter. These total
$400,000 and are depreciated over 10 years, Depreciation expense is $10,000 per quarter.

Marketing expense is $1,000 for the first six quarters and then increased to $15,000 thereafter for
retail deposit gathering.

Rent expense is based on 2,000 square fegt at $1.50 for the first six quarters, then increased to
5,000 square fee: thereafier to accommodate the retail deposit operation.

Maintenance anc vuilities are each $8,000 per quarter through the sixth quarter, then increased in
the seventh quarter 1o $12,000. d

There are no properny taxes.

Directors fees are $5,000 per quarter based on nine directors at $230 per meeting.
Data processing is 324,000 per quarter or $8,000 per month.

Casualty and D& O insurance is $10,000 per quarter.,

FDIC deposit insurance is calculated at 23 basis points for all deposits.

Other G & A expenises are very rough estimates of normal operating expenses.

The effective 1ax rzies used are 31.3% for federal and 10.6% for state. A

Regulatory Capital

For regulatory czpital purposes, the Bank meets the 1.5% tangible capital requirement, but falls
short on the 3% core capital requirement. The shortfall occurs in the first four quarters and is due
in part 1o the stock i18sue and organization costs which are deleted from regulatory capital. Core
capital is generaliv deferred as GAAP capital less intangibles.

Subordinated det: does not count for tangible or core capital, but does count with certain
limitations for ths risk based capital requirement. For the risk based capital requirement,
supplemental capizal which includes subordinated debt and preferred stock is limited 1o 100% of
core capital. In Gz current scenario, at inception, subordinated debt exceeds core capital by $1.5
million ($3 millicr: less $1.7 million GAAP capital less $200,000 organization costs). Therefore,
the amount of sutcrdinated debt that would be allowed for regulatory capital would be limited to
$1.5 million.






The core capital shortfall could be eliminated by raising $2.5 million of common stock and $2.5
million of subordinated debt. This would also increase the amouant of subordinated debt that could
be counted for nsk based capital A







SAN DIEGO HOUSING COMMISSION

MEMORANDUM

TO? Jim Bliesner, Reinvestment Director
City/County Reinvestment Task Force

FROM: Steven Mikelman, Program Manager
Program & Policy Development

DATE: October 2, 1991
SUBJECT: FY92 Reinvestment Task Force Agreement

As you know, the Housing Commission approved continued funding
for the Reinvestment Task Force at their meeting of September
16. Please have Bob Filner and Leon Williams, Co-Chairmen of
the Task Force, sign the enclosed "Second Agreement Amendment
For Housing-Related Services", and return it to me as soon as
possible. I will also need a copy of your signed Professional
Agreement with the Task Force for my files. Once the documents
are returned, I will provide you with a copy of the fully
executed Agreement Amendment for your records.

You will note that this Agreement limits Commission support of
the Task Force to an additional amount not to exceed $35,570,
which is sufficient to cover anticipated costs for approximately
six months. It is most important that the remaining funding
required to support the Task Force for a full year is quickly
secured from the County or another source to guarantee its
continued uninterrupted operation. Please keep me informed of
your progress in this area.

If you have any questions or concerns regarding this Agreement,

please call me at 525-3606. I would be happy to discuss this
issue with you in greater detail.

sm:contract:reinvcon.92b







Download of this item is not publicly
available due to copyright restrictions.

Contact Special Collections & University
Archives for information about accessing
this item.
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Housing
Trust Fund
Project

Mary E. Brooks
570 Shepard Street
San Pedro CA 90731

October3,1991 213 833 4249

Jim Bliesner

City/County Reinvestment Task Force
1600 Pacific Highway, MS-A6

San Diego, CA 92101-3694

Dear Jim:

I promised during the meeting last week to get something to you on revenue
sources relevant to county housing trust funds. | was unsure of what to expect from
this meeting and wasn't real sure that you were very satisfied with the outcome. 1
hope the foundation was laid for continuing work on a county fund.

There were clearly some unsettled issues, chief among these must be the issue
of how the incorporated cities would relate to a county housing trust fund. Most
county housing trust funds work only in the unincorporated areas of their counties.
Unfortunately, we had not discussed this prior to the meeting and I did not know
what you anticipated. This issue, of course, has a lot of bearing on the question of
possible revenue sources.

Also left hanging was the issue of which revenue sources. 1 did not know
what you wanted to happen regarding a broader discussion of possible revenue
sources since you've proposed one that seems to have a lot of promise.
Additionally, I had not intended to get into a more specific discussion of possible
revenue sources, since I had not thought this group was prepared to do this.
Nonetheless, the information I've pulled together below has to do with county
housing trust funds and | hope this will be helpful if the group decides to pursue
this discussion. As always, I'd be glad to help out if you think it appropriate.

There are now seven county housing trust fund around the country. I've
listed these below and the revenue source(s) they use:

¢ Sacramento County, California — linkage fees (collected fees are still
being held in escrow pending a court case; a recent decision supported the City's
linkage fee).

* - Dade County, Florida — documentary stamp surcharge (a fee of $0.45
per $100 value of deed transfers applies to all documents taxable by a certain state
statute on the sale of land, commercial and residential property, except single family
residential, condominium, and cooperative units; they receive somewhere between

A\ -
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page two

$9-12 million annually). This is considered a very successful program; however,
statewide efforts to expand the state legislation that enabled the Dade County
program has failed, | believe, two years in a row now.

* Howard County, Maryland - real estate transfer tax (the base tax is
1.0% of the sales price of all property transferred in the county; 12.5% is contributed
to the County's Community Renewal Fund; other amounts are contributed to other
funds, including open space, agricultural preservation, storm drainage, and fire
stations). I do not have a good contact (meaning someone that will return my
phone calls) on this program; however, | had heard that they were considering a
change in the legislation that would enable the fund to support both housing and
economic development.

* Montgomery County, Maryland — they have committed a transfer
tax on conversion of rental residential units to condominium or cooperative
ownership (4% of the value of the consideration for the intital transfer paid by the
transferor; they've collected over $20 million since the program began, but as
conversions slowed, revenue declined); they have also commited some county-
owned land to the fund (or proceeds from the sale); later the County voted to
require that buyers of homes produced under its Moderately Priced Dwelling Unit
Program pay a portion of any sales profit into the Fund (it varies depending on how
long they've owned the home); and the County has also committed General Fund
revenue to the county fund.

 St. Louis County, Missouri -- state legislation passed last year
enabling counties, with voter approval, to establish funds based on an additional $3
fee on recordings and filings. St. Louis County passed such a vote (and Jackson
County is scheduled for a vote). They've just begun to put the program together.
(They passed the measure in November and collected some $82,000 as of March
1991).

* Fairfax County, Virginia - the fund receives proffers (cash
contributions from developers in exchange for density bonuses to meet their
affordable housing obligations). The Board is looking for additional revenue
sources, as well. According to the last report | have from them, they have collected
$8.7 million from proffers, a transfer from the General Fund, interest eamings, and
CDBG appropriations. I'll call them to see if they've made any progress in
evaluating additional revenue sources.

* King County, Washington —- revenue from their real estate excise
tax is appropriated to the Fund. The County stated its intention to program 50% of
future net real estate excise tax revenues to the fund, which would amount to some
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$7.7 million over a three year period. Recently, the County Council approved a
regional housmg levy report that will result in drafting an ordinance to place a
proposed levy on the ballot by February 1992. The $150 million levy would cost
about $28 per year on a $155,000 home. This would decline, however, over the

subsequent 8 years as the region's tax base expand.

There are a couple of county housing trust funds in the works ... some very
close to passage. Theseinclude:

* Toledo/Lucas County, Ohio. Toledo just passed an ordinance
creating a housing trust fund and now wait for Lucas County to follow suit. At this
time, the City has committed some funds to the Fund, but potential revenue sources
being considered include: $1/$1000 conveyance fee increase (would be passed by the
County); Summit Center Garage Operating Surplus (City); city land sales
interest eamings on funds held and loan repayments, and City General Funds to
support administrative costs. Their goal is $1 million a year.

* Knoxville/Knox County, Tennessee. With a severe budget crisis at
the county level, their efforts have been put on hold. They've received support for
the concept of a housing trust fund, but the revenue sources are still under debate.
They had hoped for a commitment of general revenues from the County equal to a
portion of the property tax and this may still be a possibility.

* Lehigh and North Hampton Counties, Pennsylvania. I have not
heard anything from this effort for awhile and believe they're probably working on
other issues, but they proposed state legislation that would enable chartered counties
to increase the realty transfer tax to create housing trust funds. The proposed law
would have pemitted home rule counties to increase the tax on commercial or
residential real estate transactions by 0.25%, from 2.0% to 2.25%.

There are ten or so other counties around the country with varying interests

in a housing trust fund. None of these has progressed far enough for me to be able
to report on their proposals. In addition, I have been contacted by at least five
counties in California with interest in a housing trust fund. To my knowledge,

none of these has progressed very far yet.

[ have no studies on file that have been done specifically for counties to
explore possible revenue sources. Most look at available taxes, repayments on loans,
developer fees or other regulatory fees. Since you have already reviewed Rosen's
report for the City of San Diego, there is no point in my reiterating what you already
know from that report.
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[ hope this is helpful. If you would like to discuss any of these further or

want additional information about them, please give me a call. Also, please let me
know if there is any other way | can assist in the process. I'm always available to
come to San Diego. I look forward to hearing about what's next.
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Bank of America

Donald A. Mullane
Executive Vice President

Corporate Community Development 3246

October 8, 1991

Dear Friends:

This letter responds to concerns you raised during our meeting of September 24, at
which we met with representatives from the city of San Diego and San Diego-based
community organizations to discuss issues of mutual concern regarding the proposed
merger of Bank of America Corporation (BAC) and Security Pacific Corporation
(SPC).

We will attempt to address those concerns in as much detail as possible at this stage
of the proposed merger. However, the planned consolidation is still in its early stages
and many business decisions that could be relevant to our discussions won’t be made
until a later date.

Last summer, Bank of America NT&SA (BofA) received a rating of "outstanding" by
the Office of Controller of the Currency. An "outstanding" rating was earned by 8%
of the banks examined by this Federal regulator. We believe that the breadth and
depth of our CRA program reflects our commitment.

Bank of America currently has a statewide Community Reinvestment Act lending
goal of §5 billion over ten years. We believe that our staff’'s community lending
expertise, and our aggressive program of needs assessment calls, will enable our CRA
lending volumes to be distributed throughout the state, including San Diego County.

BankAmerica historically has not established lending targets for specific regions
within California. In compliance with Community Reinvestment Act (CRA)
guidelines, we strive for geographical diversity in our lending programs and believe
that regionally targeted goals have the potential to limit that diversity.

In speaking about the bank’s community development strategy, it is important to note
the groundwork which is being laid to deliver services to the San Diego County area.
The bank will continue its efforts with programs and resources which will be fine-
tuned in regularly scheduled meetings with community groups to discuss performance,
program enhancements and specific issues. In addition, Bank of America State Bank
(BASB) has an eight member external advisory board of community development
practitioners, locally represented by Art Goodman. This provides San Diego another

Bank of America National Trust and Savings Associalior
Box 37000 Sun Fruncisco, California 94137 415/853-3172
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opportunity to give direct and meaningful input on an on-going basis, for the
development of BASB programs and products.

Going forward, BankAmerica looks forward to working with you, in tandem with the city
and county, on specific programs in San Diego. At this time we do not anticipate
establishing geographic lending targets, We believe it could constrain our ability to
respond to unforseen local opportunities. Further, it will be extremely difficult to manage
especially since it sets a precedence for every city and/or county to request equal
treatment.

In response to other issues raised at our mecting:

ndin

BASB has the responsibility, within BankAmerica, for small business public/private
sector partnership loans, These are loans which are guaranteed or assisted by Small
Business Administration (7(A) and 504 real estate for owner users), California’s
regional loan guarantee program locally administered by California Southern Small
Business Development Corporation, Farmers Home Administration (business &
industry loans and community facilities/infrastructure) in rural markets, and
specialized local programs.

BASB does not have a minimum loan size in recognition that smaller loans ($100,000
and less) are the most difficult to obtain. It works closely with local non-profit
organizations to structure the appropriate credit for the small business need -- be it
term loan or a line of credit or a combination.

Last year, BASB recognized that it was having delivery problems serving the San
Diego small business lending market; it localized the solution by seeking and
following the advice of San Diegans Art Goodman and Tony Vigil. The groundwork
has now been laid for the bank to expand its market share in serving the small
business lending market.

The SBA San Diego district numbers tell the story. Fiscal year 1990 shows the bank
ranking 29th by dollar volume however in the first 8 months of fiscal year 1991,
BASB rose to 17th, Of greater importance however is the fact that BASB has the
lowest average loan size in the district ($100,300) and ranks 9th by number of loans
made. Currently, BASB is the district’s leading lender of SBA loans under $50,000. In
addition, BASB has closed three loans/lines of credit with California Southern Small

Business Development Corporation. In the San Diego area, approximately 60% of the
BASB loans went to minority or women owned enterprises.

San Diego: 10/8/91
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Again, we believe our commitment to San Diego, in terms of staffing with a local
community development account officer for small business and economic
development loans, and our record already evidenced in 1991 for SBA and California
Southern loans is unmatched by any other statewide lender.

i-fami 1 in

Affordable housing in the multi-family market, includes both new construction and
also the preservation of Housing and Urban Development (HUD) "at risk" projects.
Bank of America is the only bank in California which offers financing to ensure that
these properties, which are at risk of becoming market rate units as HUD rent
restrictions expire, remain affordable, Of the four preservation projects financed
through August 31, 1991, one was located in San Diego County. This project accounts
for 38% of the bank’s total low and very-low income dollar volume of our State-wide
preservation market. Also in the preservation market, two more San Diego projects
(815 units for $32MM) have HUD commitments for funding and are expected to
close this year.

As part of the $5 billion CRA goal, BankAmerica has a standing goal to provide $50
million annually in multi-family affordable housing financing, We are well above that
goal already in 1991, and feel that our total at the close of the year may approach
$80 million to $100 million, with a significant portion going into Southern California.
Upon consummation of a merger with Security Pacific, this goal will be increased
significantly.

Our efforts in this area has been enhanced by the lending programs offered through
Bank of America State Bank (BASB), the subsidiary which is BankAmerica’s primary
vehicle for multi-family affordable housing finance. BASB was recently given a CRA
rating of “"outstanding" by the Federal Deposit Insurance Corporation. Regardless of
the merger outcome, we expect to expand BASB programs in California,

We believe we have been very aggressive in the San Diego market. We have a San
Diego domiciled, affordable housing specialist with extensive experience in local
public agencies and excellent knowledge of the local affordable housing market, He is
active and well known within the community. He is a member of the San Diego Local
Initiatives Support Coalition (LISC) Advisory Committee, an organization which
provides grants, loans and builds technical capacity to non-profit organizations
especially for distressed neighborhoods, and is 2 member of the San Diego
Community Foundation’s Community Development Advisory Committee.

No other state-wide lender has made this commitment to staff San Diego needs.

San Diego: 10/8/91
Page 3
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BankAmerica currently offers a major home loan program for lower-income areas,
Neighborhood Advantage, that is available in selected census tracts throughout
California, including areas in San Diego County. Neighborhood Advantage includes
special underwriting criteria and other features:

o 30 percent less income needed to qualify,

0 Available in lower-income census tracts where the median income is 80 percent or
less of the median in the surrounding metropolitan statistical area.

0 Loan-to-value ratios of up to 95 percent on loans of up to $191,250.

o Allows total housing cost-to-income ratio of up to 40 percent on loans up to 90
percent LTV,

© Waives the standard requirement for cash reserves at closing on loans up to 90
percent LTV.

0 Credit history may be established by rents, utility payments, and other alternative
sources.

o0 Non-recurring closing costs have been waived for a designated period (through
December 13, 1991).

Neighborhood Advantage is part of the bank’s mainstream business, Rather than
make it available only through a limited number of CRA loan officers, Neighborhood
Advantage is available throughout California in more than 800 branches; through a
separate network of realty/sales officers that sérve the real estate and builder

community; and through at least 200 mortgage brokers certified to sell home loans to
BofA.

Through September 13, 1991, home loans in lower-income census tracts in California
totaled $305 million, on par with 1990 volumes. We believe this is a good
performance in light of the recession that has pervaded the California economy this
year. In addition, aggressive marketing efforts are underway to increase lending to
minority communities.

Neighborhood Advantage is a geographic program intended to infuse new capital into
lower-income communities, as well as to enhance home buying opportunities. Within
the next six months, the bank intends to expand Neighborhood Advantage by allowing
applicants to qualify by income, regardless of where the home they intend to buy or
refinance is located.

San Dicgo: 10/8/91
Page 4
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Lower Income Checking
Bank of America’s Limited Checking product, which is not limited to lower income
individuals/households, includes these features:

O Auvailable at all Bank of America branches in San Diego County.
© $25 minimum opening deposit; no minimum daily balance requirement.
© Monthly fee of $3.50.

© Eight checks and eight ATM transactions a month are provided with no limit on
in-branch teller deposits (see Attachment A for more details).

We believe our Limited Checking product fully responds to the needs of lower
income customers.

Consumer Credit

BankAmerica’s consumer loan program for lower income customers, BASIC, provides
special underwriting and product features for auto, personal, home equity (including
home improvement), and manufactured housing loans (See Attachment B). This
product is available at all Bank of America branches in San Diego County.

1] 13 [ 1 . m

Community development is not simply a matter of availability of bank loans. We
believe strongly in the need for an infrastructure of community based non-profit
organizations with development capacity. The capacity building for community based
non-profits is a primary focus of BankAmerica’s philanthropic program. In particular,
capacity building has been has been a strategy that we have emphasized in San
Diego.

In 1987, BofA introduced into the settlement of a class action law suit dealing with
charges for bounced checks, a public benefit provision addressing very low income
housing development. The provision was based on a successful model developed
jointly by BankAmerica Foundation and LISC's national office in 1984. Recognizing
the need to develop capacity locally in San Diego and the strong desire of San Diego
Community Foundation to establish itself as a local affordable housing intermediary,
BofA provided the Community Foundation with a $400,000, 0% loan to seed a
revolving loan fund. At that time, BankAmerica Foundation also gave San Diego

San Diego: 10/8/91
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Community Foundation a $15,000 grant to seed HOUSE, Inc., another affordable
housing initiative.

To help raise the initial capital for a San Diego LISC program, BankAmerica made a
grant of $100,000 -- a level twice that of San Francisco and Los Angeles for the same
period -- in addition it donated the office space and equipment, This commitment
stems from Bank of America’s long standing relationship with LISC and our firm
belief that the presence of the local LISC program acts as a catalyst for significant
and sustained community based development capacity.

As another facet of our capacity building strategy, since 1989, we have supported four
San Diego County participants in the year-long National Internship program of the
Development Training Institute. Another example of trying to increase capacity is
being a major funder of a comprehensive training program for housing non-profits
offered by San Diego LISC and California Housing Partnership.

In addition to the need to assist the efforts to increase the capacity of community
based organizations, the bank recognizes the difficulty and occasional inherent
ineffectiveness in providing specialized credit to targeted borrowers. To that end,
BofA also made a $10,000 grant to Southeast Economic Development Corporation to
assist them in marketing their services of providing technical assistance and micro
loans to fledgling businesses.

We believe our effort to strategically use philanthropic resources to raise capacity
among community based development organizations is unmatched by any financial
institution,

istan mmunity Developm rganization:

Bank staff share their experiences, their expertise and their time with community
development organizations. For example, Rod Maldonado sits on the loan committee
of San Diego Southeast Economic Development Corporation he also is a regular
speaker at the Small Business Administration’s pre-business workshops. Last January,
BASB conducted a one-day training for economic development practitioner on small
business loans, On the affordable housing side, Mitch Thompson continues to work
with non-profit developers, advising them on financial packaging and structuring often
from the conceptual stage of a development. In addition to serving on the LISC
advisory board, he will continue being an active participant with Non-Profit Housing
and Community Development Federation.

Branch Closures

San Diego: 10/8/91
Page 6
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We are committed to maintaining BankAmerica’s significant and historical presence
in lower-income neighborhoods. However, the merger will require the closure of
some branches. We are committed to the following guidelines as this process goes
forward:

o To maintain or enhance the level of service and presence in lower-income areas
by expanding our community marketing and outreach.

© When accounts of Security Pacific customers are transferred to BankAmerica, or
when they are transferred from one BankAmerica branch to another, all relevant
account and credit histories will be kept intact and transferred as well.

0 We will provide a minimum closure notice of 120 days for branches in
lower-income areas.

Employee Issues

As we have seen over the past few years, significant workforce restructuring is
inevitable as banking, and the entire United States services industry in the U, §,,
becomes more efficient and competitive. As challenging as this merger may prove to
be, it is a healthy response to an industry that is being weakened by fundamental over
capacity. We believe the combined bank will offer enhanced services and products to
customers at very competitive prices, and provide significant career opportunities for
employees. During the transition, we are committed to being as sensitive and
responsive as we can to the needs of displaced employees and our communities.

We are offering affected employees a very generous severance package that will
provide three weeks' salary for every year of service with a minimum of three months
and a maximum of eighteen months. In addition, we will extend medical benefits for
affected employees for one year. Further, we are planning to offer displaced
employees an expanded range of services to help them find new jobs. We will
announce these programs to employees as soon as the details are worked out.

As we adjust the size of the new bank, we are committed to retaining and enhancing,
wherever possible, all of the gains that women and minorities have made in our
workforce over the years,

We will identify a senior level, San Diego-based officer who will seek out and
evaluate community credit needs and make recommendations as to how those needs
can be met. The officer will meet regularly with community organizations and report
to Bank of America State Bank and BofA’s Corporate Community Development

San Diego: 10/8/91
Page 7
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Department. This officer will compliment the actions of our two community
development officers already domiciled in San Diego and who, as part of their
responsibilities for public/private sector partnership transactions, have already
established strong links with local community based organizations.

Fundamentally, we believe this merger is a healthy response to the overcapacity problem
that is weakening the financial services industry. Customers will benefit in the form of
competitive products and pricing, and California will benefit from the presence of a
healthy, well-capitalized bank that can enhance the competitiveness and productivity of
the states's economy.

The merger will create a healthy, well-capitalized institution with resources to offer
meaningful CRA programs over the long term, The combined institution will be in a
better position to compete with non-bank financial service companies and internationally
owned institutions that have little or no CRA presence.

I hope this information is useful and I look forward to our next meeting. We value your
input and hope you will enthusiastically endorse the planned merger of BankAmerica
and Security Pacific. Please feel free to call me in the meantime if there are any
questions.

Sincerely,

ﬂmux lo /Plelbant

Donald A. Mullane
Executive Vice President

San Diego: 10/8/91
Page 8

RN Yo oy






: /0//-12

wﬁv : JX .

cr—

il

i Heuki ‘zj Ponsaccion B = GO o

e T

_./'_—“

/}/6/44/ 4 C/ /?Q/\/C&r‘ﬂ

c%éwwmaﬂﬁw[gf‘”“

‘M~~M—~— &

o fierd

' ' ‘,\&ju’e'j%"i QSS/S%MW
méﬁp”“/ Yy /:)m/é’ Dt

ZNQGM crs /éw |

Ao /ww /Ajf

SEE :

- ﬁf«s"/'47lfy /)L

ok Jwvy m e e

; \‘

—]71 dec s

[ (8Dt 4W,éwémj

| \‘Téa wus % 7[;’”\/‘%&4

- 5?1?&/"/ z«?ﬁ 42\,







CITY-COUNTY REINVESTMENT
TASK FORCE

Leon Williams City/CounTYy REINVESTMENT TASK FORCE
Bt o S 1600 PAcIFIC HIGHWAY

Do Hilasr CoNFERENCE Room - 306%*

Gity Councl THURSDAY, OcToBER 24, 1991x
s 12:00 Noon

Jeff Stone
Deborah Brady-Davis
Linda Tauzier
David Cruz

Carolyn Johnson &E}M
Sheila Washington
Jim Bliesner
e Item 1: Introductions
Item 2: Public Comments
Item 3: Presentation on Neighborhood Development Bancorp
= Presentation by Vince Gonzalez and Bob

McGill regarding proposed formation of the
NDC. This holding company is focussed on
lending for Tow-income housing in San Diego
County.

Item 4: Review of Bank of America/Security Pacific

* A copy of the proposed program will be
forwarded when available.

Item 5: Project Update
* See attached.
Item 6: New Business

Item 8: Adjournment

» Note change of conference room and date

BLIESNER - AGDA-10.24

1600 Pacific Hywy. MS-A6 @  San Diego, California_9-2101-3694 ® (619) 531-6272
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Bank of America

4 X /
James S. Wagele \,ﬁ |

Vice President

Corporate Community Development #3246

November 19, 1991

Mr. Jim Bleisner

City/County Reinvestment Taskforce
1600 Pacific Highway, MS A-6

San Diego, CA 92111-3694

Dear Jim:
Enclosed is our draft CRA program for San Diego County.

I have spent considerable time cross-referencing your
document to ensure that the issues and suggestions contained in it are
addressed to the extent we can do so. I have included a cross-
reference in the left-hand margin to sections of your document. As a
general formatting scheme, we have used Section II of the document to
describe our overall program, and Section III to describe how that
program relates specifically to San Diego. If there are any items you
feel I may have missed, or regarding which you have questions, we hope
you will raise them at our meeting.-

The activities in this document refer to the activities of
Bank of America National Trust and Savings Association "Bank of
America" (the name of the single institution to be created by merger
of the existing Bank of America National Trust and Savings Association
and Security Pacific National Bank). Bank of America State Bank, the
community development arm of BankAmerica Corporation for specialized
lending programs, is also referred to in this document. :

We look forward to meeting with you on November 22 to discuss
this draft plan, and we hope we can come to agreement on its contents.

Sincerely,

cc: D. Mullane
M. Mantle
J. Velez

Bank of America National Trust and Savings Association
Box 37000 San Francisco, California 94137 415/953-3179
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BankAmerica's Community Reinvestment Act Plan

San Diego County
DRAFT

November 1991
Described below are the elements of a San Diego - specific Community
Reinvestment Act Plan for Bank of America National Trust and Savings
Association both before and after its merger with Security Pacific
National Bank.* This plan is intended to meet the intent of the City
of San Diego's Council Policy #900-9.

I. INTRODUCTION

We believe the request of the City and the County of San Diego and
their various constituents for a description of BankAmerica's planned
CRA activities, as they address the City's and County's needs, is a
sincere attempt to enhance the availability of credit for lower-income
and ethnic communities in the San Diego area.

BankAmerica has developed this plan based on many interactions with
representatives of various constituents over the years. HWe
particularly recognize the work of the groups convened by the City of
San Diego and City/County Reinvestment Taskforce in providing us with
valuable input for this plan.

We hope that the City and County and its various constituents will
recognize that Bank of America, as a statewide financial institution,
by its nature brings a different set of resources than local
institutions, and that there is a strong value to these. We also hope
they will recognize that as an institution with a single but diverse
delineated community, the State of California, for CRA purposes, we
must provide a consistent approach to CRA activities. HWhile this may
mean less flexibility in some ways, it also means the availability of
specialized skills, economies of scale, and the ability to do larger
transactions that smaller, locally-headquartered institutions cannot
provide. HWe believe our programs and activities add significant value
to the role financial institutions as a group play in the San Diego
Community.

We also hope the City and County and their various constituents will

recognize that setting San Diego-specific dollar goals for lending
programs presents us difficulty. Based on discussions with community
groups and coalitions of groups throughout the state, we set dollar
goals for our single community, the State of California. It is.
administratively difficult to subdivide and monitor these goals for
the many localities that wish us to set individualized goals. Even
more important, subdivision of the goals works against our ability to
focus our resources on needs and take advantage of opportunities where
they are the greatest. Our experience has shown that there are many
variables in assessing community credit needs -- market conditions,
specific needs in different areas, the capacity of nonprofits to
support projects, to name a few. We believe an effective statewide
CRA program must have the flexibility to allocate resources as these
different needs shift and evolve.

*For sake of clarity, we refer herin to the pre-merger bank as “Bank of
America NT&SA" and the post-merger bank as "Bank of America."
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This CRA program proposed for San Diego County rests on two
fundamental commitments: a) a CRA lending goal for the merged bank of
$12 billion over 10 years, a significant portion of which will be
available for San Diego area credit needs, and b) our intent to enter
into a regularly scheduled, good faith dialogue with representatives
from the City and County of San Diego and representatives from
community organizations to mutually assess community credit needs and
determine how Bank of America might best help meet them.

We look forward to meeting with representatives of the City and County
and their various constituents on a regular basis to discuss our CRA
performance and evaluate community credit needs as they evolve in the

San Diego area.
DRAFT

A. Statewide Approach to Local Needs. For more than 50 years, Bank of
America NT&SA has serviced the same geographic area by providing a
single but broad offering of products and services that meet the needs
of California residents. Since passage of the Community Reinvestment
Act, Bank of America NT&SA has conducted a formal needs assessment
process which covers all of the more than 800 neighborhoods and cities
within our community. Although some localities believe their credit
needs may be unique, there are, in fact, strong commonalities among
local needs across the State. Bank of America NT&SA strives to
identify those commonalities and to address needs throughout its
community in an efficient and effective manner consistent with the
safe and sound practices mandated by the Community Reinvestment Act.
Ongoing review of our programs, based on the needs assessment process,
has allowed us to modify our lending programs to increase their
responsiveness to local needs. Whle underwriting standards are not
specifically discussed in this document, we review them on an ongoing
basis as part of the process described above. Bank of America NT&SA
does recognize that not all needs can be met by its offering of
products just as any one bank cannot be expected to meet all needs of
its community.

II. BANKAMERICA'S CRA PROGRAM — GENERAL

To assist communities that seek to address specific important local
problems and needs, BankAmerica created a new entity, Bank of America
State Bank, that specializes in tailored community development lending
through participation in federal, state, local, and philanthropic
programs.

B. Accountabitity. The Office of the Comptroller of the Currency
“"OCC" is the primary federal regulatory agency for Bank of America
NT&SA and will be for Bank of America. As such, it is the government
agency responsible for reviewing, rating, and enforcing our CRA
performance within our delineated community, including San Diego
County. The Federal Reserve Board takes into consideration the CRA
performance of BankAmerica Corporation subsidiaries, including Bank of
America NT&SA, when reviewing certain applications submitted by the
Corporation.

We view the City and County of San Diego and their various
constituents as partners helping us to determine local credit needs,
providing comments and input on our CRA program, and in many cases
helping us to meet local credit needs.

o






C. CRA Program Goal. Bank of America, along with other banking
subsidiaries of BankAmerica, has a goal of achieving and maintaining
an "outstanding" rating for CRA performance. It currently has a
rating of "outstanding." Bank of America State Bank, the Bank's
community development affiliate, also has a rating of “outstandint"
from its regulatory agency, the Federal Deposit Insurance Corporation
(FDIC).

D. Delineated Community. Bank of America NT&SA has a single DRAI H

delineated community, the entire State of California. Bank of America .
NT&SA serves California through its branches located in over 800

neighborhoods and cities. An important value Bank of America NT&SA

brings to each of these neighborhoods and communities is the ability

to provide resources and specialized expertise for local needs that

local institutions may not have the capacity to provide.

We will continue to strive to distribute our resources equitably
throughout our delineated community, but our ability to do so is
affected by competitive factors, the availability of resources, local
capacity, and Tocal economic conditions. Further, we will take
affirmative steps to distribute credit, help build capacity, and
create partnerships where there is both a need and a local willingness
to make that happen.

E. Existing CRA Goals. In order to maintain its rating of
“"outstanding" in CRA performance, Bank of America NT&SA has in place a
plan for its entire CRA community. This plan is "localized" through
internal goals for operating units conducting CRA activities for
geographic areas throughout the community.

As part of its existing CRA Plan, Bank of America NT&SA is working
against a 10-year $5 billion goal for specialized CRA lending. This
current goal includes on average annually:

- %400 million in home loans in low income census tracts
« $50 million in loans for development of low- and very low-income
. housing
. $4? million in SBA and other government-guaranteed small business
ending
- $8 million in consumer loans to low-income consumers using the
B-A-S-I.C program

F. Post-Merger CRA Goals. BankAmerica is in the process of developing
a comprehensive CRA program for the institution following its merger
with SecurityPacific Corporation for activities throughout its local
communities. The program lending goals have already been announced.

The increased 10-year goal for the new BankAmerica following the
merger is:

California . $ 8,000,000,000

A1l Other States 4,000,000,000
Total 12,000,000,000

The new long-term goal is 33% larger than the combined existing goals
of BankAmerica and Security Pacific Corporation. The long-term goal
translates to an average annual goal of $1.2 billion. The average
annual goal will consist of the following significant CRA activities,
which are clearly measurable:

o S





Home loans. $750 million on average annually for loans in
low-income census tracts and special affordability programs for
lower income and minority borrowers, and government-guaranteed or
insured loan programs, home improvement or rehabilitation loans
utilizing public sector programs.

- Low Income Housing. $150 million on average annually for DRAFT

development and long-term financing of low-income housing.

- Special Small Business Programs. $100 million on average
annually for government-guaranteed and other special programs for
small and micro business and for commercial improvement or
development, including both direct and indirect.

. Conventional Small Business. $200 million on average annually for
conventional small business loans under $50,000.

- Consumer Loans for Lower-Income Households. $12 million on
average annually under the B-A-S-I.C program, which includes
personal, auto, home equity, home improvement, and mobile home
loans that are available on modified underwriting standards and
terms.

As new special programs are developed to address the needs of low and
very low income residents, small and micro businesses, and minority
businesses -- addressing recognized priority needs under CRA —- loan
originations under those programs will also be counted under the new
10-year goal.

Loan originations achieved under conventional lending programs of
importance under CRA (other than described above) will not be counted
under the 10-year goal. These originations will be separately
reported. Examples are conventional small business lending (loans
between $50,000 and $500,000), government-guaranteed student loans,
and financing for government entities.

In order to accomplish the overall CRA goals the new BankAmerica has
set for itself, CRA-specific targets within those goals will be set
based on communication with community representatives regarding the
nature of credit needs, ways to meet those needs, and performance in
meeting the needs.

III. BANK OF AMERICA'S CRA PROGRAM AND SAN DIEGO COUNTY

Bank of America NT&SA's CRA Program relates to San Diego County as
follows:

A. Delineated Community. San Diego is a significant portion of Bank
of America NT&SA's single delineated community. Bank of America NT&SA
intends to continue the full range of banking services to the entire
community, notwithstanding mergers, consolidations, acquisitions,
headquarters location, and opening and closing of branches.

B. Ascertaining Community Credit Needs. Bank of America NT&SA
maintains, and will continue to maintain, an active program for
ascertaining community credit needs. The cornerstone of this program
is an annual Needs Assessment Calling Program conducted by two CRA
Calling Teams covering San Diego County. 1In 1989, these teams made 82
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calls and in 1990 they made 63 calls. For the year 1991, through
October, 84 calls were made. See Exhibit 1 for a list of

organizations called on. These calls have resulted in a description

of credit needs for each of the Calling Team's respective geographic
areas, which in turn feed into the description of the needs in Bank of
America NT&SA's entire local community. Beginning in 1990, combined
Needs Assessment and Marketing Calls were made by Bank of America

State Bank officers and their input has helped identify San Diego
County credit needs. Their calls (1990 and 1991 year-to-date) ar

also included in Exhibit 1. bR

The needs assessment program for the merged institutions in San Diego ]
County will consist of the following elements:

- Continued calls made by .Calling Teams. Bank of America NT&SA
maintains internal goals for its call program, and the goals for
the merged institution will be at least as large as existed prior
to the merger.

. Continued calls by Bank of America State Bank officers.

- Review of any special needs assessments, including those completed
by the Federal Reserve Bank, SEDC, and the City or other public
entity.

- Regular meetings with the representatives described later in this
document in Section III (M).

- A written description of needs ascertained to guide our marketing
and credit delivery activities.

C. Marketing and Qutreach Calls. Bank of America NT&SA maintains, and

will continue to maintain, an active program for marketing and
outreach calls for CRA-related products, programs, and involvement.
After the merger, these calls, conducted by branch officers throughout
San Diego County, will continue at a level at least as high as existed
prior to the merger. In 1989, 302 calls were made in San Diego
County. In 1990, 617 calls were made. In 1991, 298 calls were made
through July 31. Internal goals for the number of calls are set
annually on a consistent basis throughout the entire delineated
community. Included in these types of calls are: ’
- Any call on a community group, business association, local
government agency, or church to provide information about the
Bank's CRA-related lending programs.

- Any marketing in low- or moderate-income neighborhoods.

- Marketing to realtors of Neighborhood Advantage loans, Federal
Housing Administration/Veterans Administration (FHA/VA) loans,
State Teacher's Retirement System (STRS), or other programs
offering affordable home loans.

- Student loan outreach at high schools.

- Attendance at a small business fair.

Attendance at a regularly scheduled meeting of a board or
committee related to CRA.
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D. Local Staffing for Community Development. Through Bank of America
State Bank, which has primary responsibility for BankAmerica's
specialized community development lending activities, two local
officers, whose responsibility is to understand and meet community
development needs in San Diego County, will continue to be domiciled
in San Diego. One will have responsibility for financing the
development of housing affordable to low- and very low income
households. The other is responsible for government guaranteed and
other public/private partnership small business and MBE/WBE credit
programs. Internal.production goals are set for both officers.

E. Development of Housing Affordable to Low- and Very Low-Income A‘ ,

Households. Bank of America NT&SA currently has an annual goal of $50
million in credit extended throughout its entire local community. The
average annual goal for the post-merger Bank of America is $100
million throughout California. Internal goals are set for the
affordable housing specialists throughout the system, including the
one in San Diego. Using the $100 million goal as a reference, Bank of
America and Bank of America State Bank will strive to originate loans
in the City and County of San Diego at a level commeasurate with the
size and level of needs in the City and County relative to our total
local community. However, our ability to do so will depend on, among
other things, competitive factors, availability of public sector and
charitable support for local projects and local capacity to develop
low- and very low income housing. Another factor is the long lead
times required for many deals to come to fruition.

For this type of financing, we tailor our underwriting to meet the
specifics of each transaction.

Programs currently offered by Bank of America State Bank and Bank of
America NT&SA in San Diego County include:

- Construction and rehabilitation loans for new and rehabilitated
units of low- and very low-income housing.

+  Resident motivated mobilehome park conversions.

- Site and acquisition financing for nonprofit developers of
low-income housing projects.

- Government-assisted loan placements such as HUD- and Fannie -
Mae-insured mortgages.

- Participation in long-term financing provided by the California
Community Reinvestment Corporation.

As of the time of writing, our activity in San Diego County during
1990 and 1991 has resulted in the following:

- In 1990, a $4,000,000 loan closed for resident purchase of a 143
space mobilehome park in Vista. $2,993,000 of the loan amount was
allocated to low- and very low-income units.

. In 1990, we also issued a $3,000,000 construction loan commitment
for a 68-unit project in southeast San Diego. 20% of the units
would have been for low-income.
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Also in 1990, an $80,000 loan to Casa Familiar in San Ysidro was
closed with all funds allocated for low-income housing.

In 1991, a $4,078,000 loan for a multi-unit rental property in
National City was closed. Of this amount, $3,842,000 was
allocated to very low-income units and $236,000 was allocated to
low-income units.

During 1991, we have made commitments to finance the following o
projects: 4

$1,035,000 loan for a multi-unit rental property in 7'
Escondido. Project is 100% Tow- and very low-income units.

$12,800,000 interim.loan and placement of a
government-assisted Toan in the City of San Diego.
$10,080,000 is allocated to low- and very low-income units.

$1,970,000 loan for a multi-unit rental property in Escondido
with $1,655,000 allocated to low- and very low-income units.

$19,200,000 interim loan and placement of a government-
assisted loan for a multi-unit rental project in the City of
San Diego. $14,016,000 is allocated to low- and very
low-income units.

Participation in a long-term loan granted by the California
Community Reinvestment Corporation for an SRO hotel in the
City of San Diego was $946,000.

Note that the relatively low level of activity in 1990 reflects the
1990 start-up of our program and the long lead times for projects to
come to fruition.

lending throughout San Diego County.

: ﬁA\ F. Residential Lending. Bank of America NT&SA provides residential

In Low-Income Census Tracts. Bank of America NT&SA has increased

significantly the number of residential purchase loans in San
Diego County's low-income census tracts. In 1989, it made 63
loans totaling $102 million. In 1980, the number rose to 239
loans totaling $35.6 million. Beginning with calendar year 1989,
Bank of America NT&SA has maintained specific interrai lending
goals for San Diego's low-income census tracts. Going forward,
Bank of America NT&SA and the post-merger Bank of America will
continue to maintain e=-<%#i: ihternal goals for residential
lending ie-2="/.come census tracts in San Diego County.

In March, 1990, Bank of America NT&SA introduced a new product,
Neighborhood Advantage, whose purpose was to increase the
availability of residential loans for properties in low-income
(median income 80% or less of MSA median) census tracts and to
increase access for lower-income applicants. This program targets
approximately 120 census tracts in San Diego County. To increase
the affordability of home ownership, this program allows
debt-to-income ratios as high as 40/45 percent and waives the
standard cash reserve at closing requirement (typically two
months' mortgage payments). The program applies to both fixed and
variable rate loans up to 95% of the purchase price financed.
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there is no minimum loan size and applicants will not be
disqualified due to lack of a credit bureau history provided they
can demonstrate an ability and willingness to repay obligations
through other verifiable records such as rent receipts, utility
payments, and savings records.

To Minority Borrowers. In August 1990, Bank of America NT&SA
retained a private consultant to conduct an analysis of its 1989
Home Mortgage Disclosure Act Report. The consultant finished the
analysis in October 1990. As a result, Bank of America NT&SA
initiated a number of steps to increase the level of applications
from minority applicants and the number of approvals for minority

applicants. D
These steps include: ; RA‘ I

- Creation of a new review process for real estate loan
applications involving minority applicants and/or applicants
in lower-income census tracts. If the original underwriter in
the Residential Loan Center "RLC" does not approve the
application, it is passed to a senior officer at the RLC for
another review. If a decline is recommended at that level, it
is forwarded to corporate underwriting officers at the San
Francisco headquarters. Bank of America NT&SA has allocated a
special $30 million fund for loans of this type that do not
meet even the liberalized underwriting guidelines of
Neighborhood Advantage, the home loan program for low-income
areas. This review process is helping Bank of America NT&SA
become more aware of why the loans are not approved at the
field level, enabling it to take steps where appropriate to
modify the credit review process.

- Creation of a new production staff to focus exclusively on
originating home loans to low-income and minority customers
through realty channels, in addition to originations through
branches and wholesale mortgage brokers.

- Increasing financial incentives for loan officers to make
creditworthy loans in lower-income areas.

- Modifying Neighborhood Advantage to allow down payments as low
as five percent on selected loans for property in lower-income
areas and, for a limited time, waiver of non-recurring closing
costs and fee reductions on fixed rate loans in lower-income
areas? ~

- Development of affirmative marketing programs, including
Spanish-language advertising and bilingual services at
selected branches and future plans to target marketing to
other minority communities.

- Increased recruitment of minority loan officers.

The steps described above apply to San Diego County. The 3-tier
review process has been implemented and will remain in place until
we are satisfied the third level is no longer needed. We have
implemented the Spanish language marketing program in San Diego
County and will continue it. We expect the African American
advertising campaign to be implemented in San Diego County during
early 1992.
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We will also continue to strive to increase the level of
applications from, and approvals for, minority applicants. Our
ability to do so will be affected by a range of factors including
competition, socio-economic factors beyond our control, and active
support by local community organizations in assisting us to create
grass roots awareness of our programs.

Government Programs. Bank of America NT&SA will continue to offer

FHA and VA home loans in San Diego County. DR

Programs Under Development. During 1992, we will be developing
and expect to implement an income-based affordable lending program
in addition to the geographic-based Neighborhood Advantage
Program. MWith this program, applicants with incomes below a
certain level (yet to be determined) will have available special
product features. This product when introduced will be available
throughout San Diego County.

During 1992, we also expect to complete development of a program
that will allow linking our special programs described above to
local programs such as down payment assistance programs. Once
this program is developed it will be available for San Diego
County. Because use of the program will require linking local
programs with our programs, we expect to be in contact with local
officials regarding this program in 1992.

Acquisition and Rehabilitation Program. We will continue to work
with local government and community groups (including those in San
Diego) to determine the feasibility of a program. The major
difficulty with an acquisition/rehabilitation program is
administration of the rehabilitation phase of disbursements. HKe
would consider seeking public and/or nonprofit partners with the
capacity to administer a rehab program.

G. Consumer Loans and Lines of Credit. Bank of America NT&SA and Bank
of America will continue to offer in San Diego County a broad range of
fixed and variable rate consumer lending products including loans and
Tines of credit. Of special note for purposes of this document are:

£

The B-A.S-1.C Program. This program is available only to

households that earn 80% of less of the area median income as
calculated by the United States Department of Housing and Urban
Development. For San Diego County residents, we use these income
calculations as reported for San Diego County by the State
Department of Housing and Community Development.

The program makes available auto loans, personal loans,
manufactured housing (mobilehome) purchase loans, and home equity
loans, including home improvement purpose loans. The B-A-S-I-.C
program allows longer maturities than available with conventional
loans in order to reduce monthly payment amounts. Minimum loans
sizes are smaller than for conventional products, e.g., the
minimum loan size for a personal loan is $1,000 instead of
$2,500. Applicants will not be disqualified due to a lack of a
credit bureau history provided they can demonstrate an ability and
willingness to repay obligations through other verifiable records
such as rent receipts and utility bills.
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Home Improvement. Personal and home equity loans and lines of

credit may be obtained for home improvement purposes. Of special
note, the B-A-S-I-C program (described above) home equity loan
provides home equity and personal loans for home improvement
purposes. During 1990, 188 home improvement purpose loans and
lines of credit were extended in San Diego County low income
census tracts.

Participation in Local Government Programs. Following the merger,
we will have the.capacity to participate in local government
programs that leverage federal and local funds for home
improvement or rehabilitation purposes. At that time, we would
welcome discussions with the County of San Diego, the City of San
Diego, and other municipalities within the County regarding our
participation in such programs.

H. Small Business and Economic Development : DRAF '

s

«C
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Goals. As described above, BankAmerica has set as a goal of
average annual originations totaling $200 million of conventional
small business loans of less than $50,000. It has also set a goal
of at Teast $100 million on average annually in government
guaranteed and other special programs for small and micro
businesses. These goals apply to the delineated communities of
BankAmerica subsidiaries throughout the western states.
Approximately, two-thirds of the goals will be allocated to
California. Using these goals as a reference, Bank of America
NT&SA, prior to the merger, and Bank of America, following the
merger, along with Bank of America State Bank will strive, on an
ongoing basis, to originate loans in San Diego County at a level
commeasurate with the size of and level of needs in San Diego City
and County relative to our total local community. However, our
ability to do so will depend on competitive factors, availability
of public sector and charitable support for local programs, and
other factors beyond our control.

Programs. The guidelines and parameters of the program for
conventional small business loans $50,000 or less will initially
be established during 1992. Participation in government
guaranteed programs and other special programs is the
responsibility of Bank of America State Bank. As noted above,
Bank of America State Bank has a small business specialist _
domiciled in the City of San Diego. Bank of America State Bank
currently participates in the SBA 7A and 504 programs, the State
of California Guaranty Program, and Farmers Home Small Business
and community facility programs. We will continue to strive to
originate as high a proportion as we can of loans to
minority-owned and women-owned businesses and businesses owned by
low- and moderate-income individuals and benefitting low- and
moderate-income neighborhoods. Special programs for commercial
rehabilitation are most effective if they leverage public funds
for interest rate subsidy or risk reduction. Bank of America
NT&SA offers participation in such programs, and Bank of America
will continue to do so in San Diego County and elsewhere in
California. It should be noted, however, that the City of San
Diego is currently under contract with another bank for such
services.

. ol






3. Marketing of Special Programs. Bank of America State Bank's staff
has been established, and will continue to foster relationships
with CDC Small Business Finance Corporation, California Southern
Small Business Community Development Corporation, South East
Development Corporation “SEDC", and other appropriate nonprofits
and local government agencies. Bank of America State Bank will
market its small business lending activities through calls on
these and other appropriate organizations, participation in lender
fairs, and other similar activities. We expect to develop printed
materials to be used on calls during 1992. Because Bank of
America State Bank participates in special credit programs
sponsored by local organizations, the marketing of these programs
to individual users is primarily-the responsibility of the
agencies with which we work. MWhere we see a strong value, we will
use contribution funds to support these marketing activities.

This will be a continuation of 1991 activity where we provided

small business revolving loan fund, and the $2,000 contribution we

ﬁc‘\‘\(_ SEDC a $10,000 contribution to fund the marketing component of its

made to be a sponsor of and participant in SEDC's lenders' fair in

November. DR

4. Bankers Small Business Community Development Corporation of San
Diego County. HWe are continuing to review this proposal. Its

entire local community potentially enhances its attractiveness to

:SIK;L‘.CQ:], potential use as a pilot for a program we can use throughout our

us.

I. Use of Charitable Funds. BankAmerica's philanthropic arm,
BankAmerica Foundation, will continue to use contributions and grants
to enhance its CRA program. Grants and contributions to support
nonprofits active in housing and economic development are relevant to
CRA. HWe will allocate an amount equal to 10% of BankAmerica
Foundation's budget or $1 million, whichever is greater, to support
these activities within the delineated communities of BankAmerica's
banking subsidiaries. Using this allocation as a reference, we will
continue to provide, on an ongoing basis, charitable support to
housing and economic development nonprofits providing services to San
Diego County at a level commeasurate with the size of and level of
need in San Diego City and County relative to our total local
community.

During 1990 and 1991, we have pursued a strategy of building capacity
within San Diego nonprofits involved in the production of low- and
very low-income housing. During this period, examples of our support
include a $100,000 commitment needed to help bring Local Initiatives
Support Corporation "LISC" to San Diego. We also provide LISC, the
California Housing Partnership, and the San Diego Housing Federation
free office space, furniture, and equipment on an on-going basis.
During 1990 and 1991, we helped sponsor four San Diego County
nonprofit staff persons as National Interns at the Development
Training Institute in Baltimore to enhance housing development skills.

We use written guidelines for support of housing and economic
development. Currently, our areas of interest are capacity-building,
project support, and support for organizations dedicated to increasing
resources available to community-based development organizations. HWe
will continue to use written guidelines, and a copy of the current
guidelines is attached as Exhibit 2.

wlle
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J. Participation in Nonprofit and Government Agency Housing,
Redevelopment, Revitalization, and Economic Development Projects.

Bank of America NT&SA and Bank of America, along with Bank of America
State Bank, will actively work with local government agencies to
develop and will give special consideration to financial participation
in public/private partnership projects including redevelopment
projects, industrial development bonds and other government guarantee
and junior lien financing programs.

Religious organizations with demonstrated capacity are considered
eligible nonprofit partners in housing and economic development

programs and projects. DRAF.'_

K. Branch Consolidations. We recognize the importance of a branch
presence in meeting our communities' financial service needs. To that
end, recognizing that some branch divestitures may be mandated by
anti-trust considerations, we will use the following parameters as we
identify branches for consolidation.

We will maintain or enhance the existing level of service. No new
underserved areas in lower-income markets will be created by the
closure of a Bank of America branch.

. If a Bank of America branch is the only provider of financial
services in a lower-income community, it will not be closed.

When branches are consolidated, we will retain and transfer all
customer records and account histories to the new branch.

«  We will provide a minimum 120-day notice of branch closures in
lower-income census tracts.

« HWe will consider transferring surplus sites (including donations)
to community-based, nonprofit economic development organizations
on a case-by-case basis, depending on such factors as ownership
status, lease requirements, and market conditions.

- As staff size is affected by consolidations, we will ensure that
women and minority employees are not disproportionately affected.
Efforts to increase the employment of women and minorities
throughout the corporation will continue.

L. Low-Cost Checking and Other Banking Services. Bank of America
NT&SA's Limited Checking Account was designed to meet the needs of

lower-income customers. For $3.50 a month, no minimum balance, and a
minimum opening deposit of only $25, customers have full access to our
services. Not only do they have a checking account, but they receive
a VERSATEL card, the ability to cash checks, withdraw funds, and make
deposits at any branch. A full product description of Limited
Checking is attached as Exhibit 3. Following the merger, Bank of
America anticipates increasing the number of checks honored without
charge each month from 8 to 10.

Bank of America NT&SA offers free check cashing to all depositors. We
will continue to charge market rates for cashing checks for
non-customers. We believe that promoting banking relationships is in
the best interest of our community, including San Diego County, and
that the low cost of Limited Checking makes it affordable to everyone.

3.
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ﬂg"\a’we are willing to discuss with appropriate public officials, and to

seriously consider, a program for direct deposit of public assistance
checks.

M. Training. Bank of America will provide training to its staff DRAH'

sufficient for the successful carrying out our CRA plan.

N. Reqular Meetings. Bank of America NT&SA and Bank of America, as
well as Bank of America State Bank, welcome the opportunity to meet
regularly with a committee of representatives of the San Diego City
and County agencies, including nonprofits and religious organizations,
to discuss in good faith our progress toward meeting local credit
needs. We will provide this committee with publicly available
information regarding performance in San Diego County. Continuing
good faith between BankAmerica and the community is essential for an
effective communication process. HKe will accept in good faith
comments and suggestions from the committee as input regarding the
program and its various aspects. HWe recognize there may be issues on
which we do not initially agree, and we are willing to continue
discussions on these issues.

0. Staff Involvement. We will continue to involve our staff in
housing and economic development programs and organizations.
Currently, staff are involved on boards or committees connected with
LISC, SEDC, and the San Diego Community Foundation, and the director
of CDC Small Business Finance Corporation is a member of Bank of
America State Bank's advisory board.

P. Contact Persons. Contact persons for questions or potential
applications are subject to change. A current listing will be
provided to you by December 31, 1991 and will be updated at the time
of each meeting described above.
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