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TITLE:



     To amend the New York City charter, in relation to the 





     evaluation of depository banks.

 

.

CHARTER:
 


      Amends subdivisions 1 and 2 of section 1524 of the 





      charter, and adds a new section, §1524-A.
I. Introduction 

On June 28, 2012, the Committee on Finance (the Committee), chaired by Council Member Domenic M. Recchia, Jr., will meet to vote on Int. No 485-A, a bill to amend the New York City charter, in relation to the evaluation of depository banks, and to file the veto message of Mayor Michael Bloomberg, M817-2012.
The Committee held a hearing on the original introduction, Int. No. 485, on February 16, 2011. On April 30, 2012, the Committee and the Full Council passed an amended version of the bill, Proposed Int. No.485-A.  On May 30, 2012, the Mayor issued a message of disapproval, vetoing the legislation. (See attached).  That veto message was formally accepted by the Council at its stated meeting held on May 31, 2012.
The question before the Committee is whether Int. 485-A should be re-passed notwithstanding the objections of the Mayor. In addition, the mayor’s veto message, M817-2012, will be filed. 
II. Background

On November 23, 2010, the Finance Committee, jointly with the Committee on Community Development, held an oversight hearing to examine the process used by the Banking Commission to select banks to hold city funds (“depository banks”), with an emphasis on the Banking Commission’s reliance on a bank’s commitment to providing services and programs that address the needs of the community in which it does business.

As a result of the hearing, the Committees learned that the current members of the Banking Commission – the Mayor, the Comptroller, and the Commissioner of the Department of Finance, and the Department of Finance (“DOF”), which performs the administrative functions of the Banking Commission – did not have a process in place to ensure that the designated banks were meeting the needs of the communities in which they do business.   
Specifically, we learned that:

1. Although rule 1-03(c)(4) of the Banking Commission requires the Banking Commission to issue a separate community service rating for each designated bank, the Banking Commission conceded that they do not issue a separate rating, but instead simply rely on a  bank’s federal and state Community Reinvestment Act (“CRA”) rating to gauge a bank’s community service.  Issues with the CRA rating are discussed  further in this report;
2. The information required in the designation application, as set forth in the rules of the Banking Commission, does not sufficiently solicit information from a bank to gauge whether such bank is providing services to a community to adequately and sufficiently meet  the banking and credit needs of such community; and  

3. The Banking Commission does not specify the particular needs of a community a bank seeking designation or redesignation should aspire to meet.  
III. Proposed Int. 485-A
To gain a better understanding of a bank’s community activities, on February 16, 2011 and March 7, 2011, the Council introduced and held a hearing, respectively, on Int. 485, which would require the Commissioner of Finance (“Commissioner”) to establish a classification system that would rank City depository banks based on their community involvement. Under Int. 485, the classification system would be at the discretion of the Commissioner, and the goal was to require the Commissioner to establish criteria to evaluate whether banks are addressing the credit and financial needs of the City and its communities.
 
After that hearing, and subsequent meetings with the Administration, banking industry, and community based organizations, Int. 485 was amended.  The newly amended legislation, Proposed Int. 485-A, is summarized below.

1. Community Investment Advisory Board

Proposed Int. 485-A amends the administrative code of the City of New York by adding a new section 1524-A to establish the Community Investment Advisory Board (“CIAB”), purpose of which will be to conduct an assessment of banking services needs throughout the City and to evaluate the performance of the City’s depository banks in meeting those needs through a broad-based, collaborative process.
  

The CIAB will be an advisory board, and its findings may be considered by the Banking Commission when reviewing a bank’s application for designation or redesignation.
  As an advisory board, the CIAB’s findings and recommendations will not be binding on the Banking Commission, which has the sole authority to decide which banks are designated as city depositories. 
2. CIAB Membership
To ensure a broad-based and collaborative process between stakeholders, and ensure that each stakeholder is fairly and adequately represented, the CIAB will be composed of elected officials, commissioners, members of the banking industry, small business owners or representatives, and community based organizations to conduct an assessment of banking services needs throughout the City and to evaluate the performance of the City’s depository banks in meeting those needs. Specifically, the CIAB would consist of 8 members who will serve without compensation: the Banking Commission Members (Mayor, Comptroller, and the Commissioner of Finance), the Speaker of the Council, the Commissioner of Housing Preservation and Development, and three “private members”: a representative of the City’s banking industry (appointed by the Mayor), a representative of community development/housing organizations or consumer protection, and a small business owner representative (both appointed by the Speaker).
 The Mayor, Comptroller, Speaker and Commissioners will serve on the CIAB for the duration of their tenure, and the 3 non-governmental members will serve 4 years, or through the issuance of two needs assessments, whichever is longer, and be eligible for reappointment.
 Any vacancy occurring other than by expiration of term shall be filled in the same manner as the original position was filled for the unexpired portion of the term.
 CIAB Members will be appointed within 60 days of enactment of Proposed Int. 485-A.

3. CIAB Functions.
Beginning March 1, 2014, and every 2 years thereafter, Proposed Int. 485-A requires the CIAB to prepare an assessment of the state of banking services in New York City and its communities to identify local needs for banking services, particularly in traditionally underserved communities and populations, establish benchmarks and best practices for meeting local banking needs, and make recommendations on meeting those needs.
  Once the City’s banking services needs are assessed, then the CIAB will also issue an annual report that details and evaluates the performance of each depository bank in meeting those needs.
  

Currently, applications for bank redesignation as a depository bank are due by March 1st of the second year in which the bank was originally designated.
  The Banking Commission established a redesignation cycle so that all banks are redesignated at the same time, which decreases the administrative burden of going through redesignation applications every year.
 The next redesignation process will occur in the spring of 2013.
  Proposed Int. 485-A parallels the due dates for the needs assessment and the annual report produced by the CIAB with the application deadline for bank redesignation as a depository bank, so that the annual report can be considered by the Banking Commission when reviewing its designation or redesignation applications.

4. Needs Assessment 
Beginning March 1, 2014, and every 2 years thereafter, Proposed Int. 485-A requires the CIAB to conduct and publish on the DOF website a needs assessment that will assess the credit, financial, and banking services needs throughout the City.
  Such assessment must establish benchmarks, best practices, and recommendations for meeting the City’s banking needs identified by the assessment.
 
The assessment will be made using:
· Information learned at public hearings.  One public hearing must be conducted by the CIAB in each borough
;  

· Public comments received describing the credit, financial, and banking service needs throughout  the City
; and

· Census-tract level data collected by the CIAB to enable the CIAB to understand banks’ efforts to:

a. address the key credit and financial services needs of small businesses; 

b. develop and offer financial services and products that are most needed by low and moderate income individuals and communities throughout the city and provide physical branches; 

c. provide funding, including construction and permanent loans and investments, for affordable housing and economic development projects in low and moderate income communities; 

d. In the case of properties acquired by foreclosure and owned by the bank, reasonably address serious material and health and safety deficiencies in the maintenance and condition of the property; 

e. conduct consumer outreach, settlement conferences, and similar actions relating to mortgage assistance and foreclosure prevention, and provide information, at the community district level to the board, relating to mortgage and foreclosure actions, including, but not limited to, total number of loans serviced and/or owned by the bank, total number of loans that are at least sixty days delinquent, total number of foreclosures commenced, total number of foreclosures prevented through loan modification, short sales, deeds in lieu of foreclosure or other mechanisms, total number of loan modifications applications, total number of loan modifications made and denied, and bank owned properties donated or sold at a discount;

f. partner in the community development efforts of the city; 

g. positively impact on the city and its communities through activities including, but not limited to, philanthropic work and charitable giving; and

h. plan for and articulate how the bank will respond to the credit, financial and banking services needs of the city identified by the needs assessment, as applicable to the bank’s type and size.

In the needs assessment, the CIAB must also use the above criteria to assess the efforts of the City’s banking industry as whole.

5. Annual Report
Following the assessment of the City’s banking needs, beginning March 1, 2015, and every year thereafter, Proposed Int. 485-A requires the CIAB to issue, publish on the DOF website, and transmit to the Banking Commission, an annual report in plain language that details a deposit’s bank’s progress in meeting the City’s banking needs identified in the needs assessment from the previous fiscal year.
  Such annual report must include:

· An evaluation of each bank’s performance relative to the benchmarks and best practices identified in the needs assessment
;

· Identification of areas of improvement from past evaluations, where applicable, and areas where improvement is necessary
; 

· If applicable, the bank’s failure to provide information requested in writing by the CIAB to perform its needs assessment and annual report
;

· A summary of the written comments received at public hearings held by the CIAB relating to deposit bank’s efforts to meet the City’s banking needs
; and 

·  A summary of data, in tabular format at the community district, borough and citywide levels of aggregation, collected by the CIAB in preparing the needs assessment and  annual report
. 

The annual report may be considered by the Banking Commission when reviewing a bank’s 

application for designation or redesignation.

6. Public Data 
Proposed Int. 485-A requires information collected by the CIAB for the annual report to be published on DOF’s website no later than November 1st of the year preceding the annual report.
   While the information considered by the CIAB will be collected at the census tract level and very detailed, the information published on the DOF website will be summarized at the community, borough, and citywide levels of aggregation.
   To prevent public dissemination of potential proprietary or confidential information, a bank’s plan to address the credit, financial and banking services needs of the city identified by the needs assessment, as applicable to the bank’s type and size will only be made available on the DOF website if the bank deems such plan as non-confidential or non-proprietary.

7. Public hearing on Public Data used for Annual Report
No later than 30 days after the data is published on DOF’s website, but no later than December 15th of each year, Proposed Int. 485-A requires the CIAB to hold a public hearing that will be open to oral and written testimony.
  Written comments will be accepted by the CIAB for at least 30 days before the start of the public hearing.
 
8. General Provisions of Proposed Int. 485-A

As noted on page 5 of this report, the first needs assessment of the City is due on March 1, 2014, and the first annual report on how depository banks are meeting those needs is due on March 1, 2015.  To ensure the public has access to the non-confidential and non-proprietary data collected by the CIAB prior to the release of the first needs assessment, Proposed Int. 485-A requires the CIAB to post data on DOF’s website on or before March 1, 2013, and on or before March 1, 2014 collected by the CIAB in preparation of the first needs assessment and the first annual report.
 

Currently, the Banking Commission designates and redesignates banks, and revokes such designation without notice to the council or the public. Proposed Int. 485-A would require the Banking Commission to notify the council within 30 days of receiving an application for designation or redesignation, and shall also notify the council within thirty days of approving or denying such application and, if designation or redesignation was denied, the basis for denial.
  The bill would also require the Banking Commission to post notice on DOF’s website of the revocation of a deposit bank’s designation and the reason for such revocation.


The bill would take effect immediately.
 
9. Community Investment Advisory Board Timeline of Actions


                  One public hearing will be held in each borough during this time

	May 25, 2012
	July 25, 2012
	July 25, 2012 to March 1, 2013
	March 1, 2013*
	March 1, 2014*
	November 1, 2014
	December 15, 2014
	March 1, 2015


↓              ↓                  ↓               ↓                  ↓                     ↓               ↓              ↓

	Bill Takes Effect


	Appointment of CIAB members
	Data collection and analysis by CIAB begins .
	Collected Data is posted on DOF website.
*Redesignation applications due to Banking Commission.
	First City Needs Assessment is released.

	Collected Data is posted  on DOF website
	Public Hearing 
	First Annual Report on Banks’ Efforts is released.
*Redesignation applications due to Banking Commission.


*Between March 1, 2013 and March 1, 2014, the Banking Commission will begin their designation cycle, and begin to designate and redesignate depository banks.

� For more detail on Int. 485 and the Banking Commission, see Int. 485 and the March 7, 2011 briefing paper prepared by Finance Committee staff relating to Int. 485, available at  � HYPERLINK "http://legistar.council.nyc.gov/LegislationDetail.aspx?ID=842832&GUID=85888256-843D-4BB1-A8C7-E8A888C1DAE3&Options=ID|Text|&Search=485" �http://legistar.council.nyc.gov/LegislationDetail.aspx?ID=842832&GUID=85888256-843D-4BB1-A8C7-E8A888C1DAE3&Options=ID|Text|&Search=485� (last accessed April 29, 2012).
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� See id.
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� See Proposed Int.485-A, §1, §1524-A (1)(b)(i).


� See Proposed Int.485-A, §1, §1524-A (1)(b)(ii).
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