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The CRA Agreement

· The CRA Agreement is a road map

· CRA Agreement must contain tangible goals with specific deadlines

· CRA Agreements are only as strong as the CEO’s commitment

CRA Reviews

· Meetings should take place twice a year

· CEO must be present at least once a year
· Data for review should be requested 3 months prior 
· Data should be provided one month prior
Key Goals for CRA Agreements

· Single family lending

· Small Business Loans

· Consumer Lending

· Multi-family Lending
· Community Investment

· Accessible product lines

· Flexible products (inc. credit scoring)

· Affordable financial services 
· Philanthropy
· Minority Vendor/Minority Contracting
· Employee Diversity (focus on upper management)
· Diversity of Board of Directors
· Retail branch access
· CEO participation
· Review meetings twice a year
· Five or 10 year agreement
Case Study: Wells Fargo Agreement- 1995

· $45 Billion, 10 year CRA Pledge
· Agreed upon during Wells acquisition of First Interstate Corporation
· Wells’ total assets: $108 billion
· Two previous Wells agreements:
-1990: $1 Billion Pledge

-1993: $5 Billion Pledge

Wells Fargo Agreement- 1995   

· The largest CRA Agreement at the time
· Key Strength: $25 billion commitment for small business lending which produced 715,000 new jobs over the next 10 years
Affordable Housing and Community Development= $7 billion dollars
· Construction financing for affordable rental or ownership housing developments

· Only for rental projects which provide housing for tenants earning less the 80% median income

· For-sale housing construction loans within low-income census tracts or restricted for low-to-moderate income purchasers

· Loans for group homes for the disabled

Commercial Economic Development=$8.5 billion dollars

· Loans to businesses which are at least 50% owned and controlled by minority, woman or disabled individuals

· SBA, California Access or other guaranteed loans

· Loans for non-profit, 501 (c)(3) organizations 

· Loans to businesses in empowerment zones

· Loans to small firms

Small Business Loans= $25 billion dollars

· For non-profit agencies, small farms and minority, woman or disabled owned business that require smaller loans than typically made by Commercial Economic Development group

· Key: Prior to agreement banks were unwilling to make small loans

Targeted Residential 2nd Mortgage Loans= $2 billion dollars   

· Second mortgages and lines of credit on one to four unit owner-occupied properties located within low income census tracts, or to low-to-moderate income borrowers regardless of property location

Low-Income Consumer Loans= $2 billion dollars

· Loans for low-income individuals who do not meet standard requirements for loans but do have some acceptable credit and employment history

· Loans may be for medical expenses, education, auto purchase or repair and home improvements

· Credit cards secured by interest bearing accounts

Investment in Community Development= $500 million dollars

· Equity investments in community development projects including affordable housing, contributions to non-profit community development agencies

· $300 million in corporate contributions

· Seventy five percent (75%) of all contributions to programs primarily designed to serve low-income, minority, or disabled youth

Increasing Bank Access in the Inner-Cities and to Low-Income Communities

· Supermarket locations

· Bilingual services

· Increase number of branches in inner city communities

Semi-Annual Meeting with Community Members

· Meetings to review CRA agreements and discuss progress
· CEO commitment to attend both meetings
Diversity in the Workplace

· One-third of Wells Fargo board of directors are minorities and women

· 30% of Wells Fargo senior management team are minorities

· 58% of officers and managers are women.

Minority, Women and Disabled-Owned Business Vendor 

Program
· Agreement promises to create goal

· Goals set at 10%

· As of 2002, Wells had not met goal

Best Practices: The Washington Mutual CRA Agreement

· $120 billion dollar, 10 year pledge
· WAMU total assets, $150 billion dollars
· Negotiated after merger with Home Savings of America, effective 1999-2009
Single Family Lending= $81.6 billion dollars 

· Affordable home loans to minority borrowers OR

· Loans for borrowers who live in low-income census tracts OR

· Borrowers who earn less than 80% of median income

Small Business and Consumer Lending= $25 billion dollars

· Loans to small businesses and consumers who have low to moderate incomes OR

· People of color, women, or disabled persons

· Support the Revision of Regulation B to allow financial institutions to gather small business lending data by race, ethnicity, and gender

· Goal is to reach 30% for all groups named above and set specific goals for each major minority group

· 75% of loans will be for $50,000 or less

Multi-Family Lending= $12.1 billion dollars

· Loans for apartments and manufactured home park developments in low-to-moderate income census tracts serving families earning less than 80% of median income
· Loans for non-profit developments to serve income levels of 50% or less of median income
Community Investment= $1.3 billion dollars

· Investments and loans to community development and low-income housing initiatives, tax-exempt housing revenue bonds

· Community development lending initiatives including pre-loan development work

Leading Products for first-time and lower-income borrowers

· Wide array of lending products to increase access, including:
-low down payment loans
-down payment assistance programs
-lease to own initiatives

· Free seminars for home buyer education programs offered in four languages

Minority Contracting/Vendor Program

· Goal:  to reach 15% minority, women or disabled contractors/vendors
· In 2001: 11.26%
· In 2002: 12.07%
Philanthropy

· WAMU gives each year the greater of

-2% of pre-tax earnings OR

-3% of its after-tax earnings plus 10% of resolution from acquisition of Home Savings
