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TITLE:
To amend the charter of the city of New York, in relation to classification of depository banks.

.

CHARTER:
Amends subdivisions 1 and 2 of, §1524 of the charter, and adds subdivision 4 of 1523 of the charter.
Introduction 
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 depository banks.   That hearing helped the Committees gain an understanding of the role of the Banking Commission and its process for selecting depositories, 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 Finance – 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.  

3. The Banking Commission does not specify the particular needs of a community a bank seeking designation or redesignation should aspire to meet.  
Int. 485
To gain a better understanding of a bank’s community activities, Int. 485 would require the Commissioner of Finance (“Commissioner”) to establish a classification system that would rank City depository banks based on their community involvement.

Below is a summary of the provisions. 
Bank Classification

1. Classification upon initial designation:   Within 90 days of a bank’s initial designation, the  Commissioner of Finance must issue a classification for such bank based on the bank’s community activities.  The method of classification will be at the discretion of the Commissioner. Supporting information for the classification will be obtained by the Department of Finance.  
2. Reclassification before redesignation:  Each bank’s classification must be reviewed during the 6 months prior to a bank’s redesignation, and the bank applying for redesignation must receive a new rating at least 2 weeks before the Banking Commission’s annual meeting.
3. The Commissioner shall have a public hearing to give a bank an opportunity to be heard prior to issuing a classification rating. 
4. In classifying a bank, the Commissioner must consider, at a minimum, the bank’s efforts to:

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

b. work with borrowers to restructure delinquent home mortgage loans for which they are responsible;

c. 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;

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

e. work with governmental entities and communities to address serious problems concerning the maintenance and condition of buildings financed by the institution; 
f. partner in the community development efforts of the city; and

g. develop a strategic plan that details how the bank will meet the credit needs of low- and moderate-income consumers and communities for each of the above criteria and make progress in meeting the goals set forth in that plan.  
For each of these criteria, the Commissioner should consider the annual number and dollar amount of loans, investments and services offered by each bank.   

Council Notification
1. The Banking Commission must notify the Council within 30 days of receiving an application for designation or redesignation, and the approval/denial of a designation or redesignation application. 

2. The Commissioner must publish notice of each bank’s classification on the department’s website and in the City Record, and at the same time, submit to the Council and the Banking Commission a report describing: 1) how the classification was determined; 2) the role of each criteria; and 3) the role of any public comments submitted at the hearing.  

Public Notification
1. The Commissioner shall have a public hearing to give a bank an opportunity to be heard prior to issuing a classification. 
2. At least 30 days before the classification hearing, the Commissioner must post a bank’s supporting documentation relating to its pending classification on the Department of Finance’s website. 

3. After such hearing, the Commissioner must classify the banks, and publish notice of the classification on the website and the city record, and at the same time, submit to the Council and the Banking Commissioner a report on: 1) how the classification was determined 2) the role of each criteria, and 3) the role of any public comments submitted at the hearing. 

Use of Ratings
City agencies may choose banks with the highest classification to use for City banking services. 

Revocation of Designation
Banking Commission must post notice of a bank’s revocation of designation. 

Banking Commission Rules
The Commissioner of Finance has 90 days from the date Int. 485 is enacted to promulgate rules establishing criteria to evaluate and classify a bank’s community activities.  Additionally, the Commissioner must send an electronic copy of the proposed rule or rules establishing such criteria and the method of classification to the Council 10 business days before the department is required to give public notice of proposed rulemaking.

Background

Section 10(2) of the New York State General Municipal Law provides that “[t]he governing board of every local government shall designate one or more banks
 or trust companies for the deposit of public funds, the disposition of which is not otherwise provided for by law.”   

The Banking Commission, which is governed by section 1524 of the New York City Charter, consists of the Mayor, who serves as Chair, the Comptroller, and the Commissioner of the Department of Finance.
  The administrative duties of the Banking Commission are performed by the Department of Finance.
   Pursuant to the New York City Charter, the Banking Commission is charged with the responsibility of: (1) determining the eligibility of banks applying for designation as City depository banks
; and (2) recommending to the City Council the interest rate to be charged for delinquent property tax and water/sewer payments (and the discount rate for early payment).
 The Comptroller’s Office oversees the Banking Development District program, which encourages and helps banks open branches in traditionally underserved neighborhoods. 
  Many BDDs also serve as depositories for the City’s money. 

In order to become a designated depository, Charter section 1524(2)(a) requires a bank to meet the following requirements:

· Pay the City an interest rate equivalent to that paid to private parties; and

· File a certification with the Banking Commission and City Clerk that the bank’s Board of Directors has established and will adhere to a policy of equal opportunity employment, and anti-discrimination.

While this section does not provide much detail on the way in which the Banking Commission carries out its powers, the Banking Commission’s rules and regulations, codified in Title 22 of the Rules of the City of New York, implement the provisions set forth in Charter section 1524.   The Commission enforces the compliance of all depository banks with such rules. 

Banking Commission’s role in selecting depositories
The Rules of the Banking Commission provide that every bank in which City money is deposited shall be designated by the Banking Commission by majority vote, by written notice to the Commissioner of Finance, and such designation shall be no longer than 2 years.
 The Banking Commission’s rules provide a framework to ensure that the City’s money is handled by financially responsible banks that can safeguard the City’s money and provide the City with the best available interest rate. 

Pursuant to the rules of the Banking Commission, the following criteria must be met before a bank, trust company, or a branch of a savings bank, savings and loan association, federal savings and loan association or federal savings banks
 that is located in a BDD can become, or maintain status as, a designated depository:

1. A bank must agree to pay the City an interest rate equivalent to that paid to private parties;

2. A bank must submit an application, which shall be made continuously available by the Banking Commission.
  Such application shall include, inter alia, the bank’s Community Reinvestment Act (“CRA”) examination summary report, and the most recent federal CRA rating 
; and
3. A bank must certify that it will create a policy of equal employment, anti-discrimination, and branch closings. The branch closing policy must set forth the criteria used for evaluating the necessity for a bank closing, the process of assessing the impact of the branch closing, and any plans for the continuation of service to the affected community;
   

4. A bank with 15 or more branches must adhere to a specific closing set forth in the Banking Commission rules;

5. A  bank must report on its branch network activities, which must include, inter alia, branch opening and closing information, and acquisition, consolidation, and sale activities;

6. A  bank must agree to provide the Banking Commission 90 day notice in cases of sale, closing, or relocation;
 

7. A  bank must maintain a minimum state CRA rating of 2; and

8. A  bank must submit financial statements, CRA examination summary reports or CRA ratings.
 

In addition to the above criteria, the Banking Commission must also rate the community 

service of each bank filing for designation.
  The basis of such rating is based on a bank’s 

recent CRA rating, and other factors that the Banking Commission deems important.  

The Banking Commission does not select the banks actually used by the City:  the 

selection is made  by City agencies themselves. Once the Banking Commission approves a bank 
to be designated as a depository, individual City agencies must apply to the Banking 
Commission for approval to open an account at one of the designated banks.  When selecting a 
bank from the designated list, a City agency must use a designated bank’s  community service 

rating in their process of selecting banking service providers.   The rules are silent on how such 

rating is weighed against all other criteria.

Exceptions to the designation criteria can be made by the Banking Commission in cases where the deposit of City money in such bank is necessary to obtain essential services that are not reasonably obtainable elsewhere.   Additionally, meeting all the requirements does not guarantee designation. According to its Rules, the Banking Commission, in its discretion, can fail to designate a bank, even when all other criteria are met, if a bank:

(i) closed more branches than it opened in the prior calendar year or last 3 calendar years, and 26% to 66% of such closures were located in lower income neighborhoods;

(ii) opened more branches than it closed in the prior calendar year or last 3 years and fewer than 25% of such openings were located in lower income areas
.

Subsequent to its initial designation, to remain a designated bank, a bank must submit a new application to the Banking Commission in the second year following the year of its previous designation. Such new application must be submitted by March 1st immediately preceding the Commission's annual designation meeting in May of such second year.

The Banking Commission’s rules require extensive financial and conflict of interest information from a bank seeking designation to ensure such institution is sound, fiscally prudent, and able to provide the best rate to the city.  The Banking Commission’s rules and regulations also set forth a comprehensive branch closing formula to ensure that banks in low-income neighborhoods are frequently opened, and less frequently closed.  However, such level of detail does not exist in determining whether a depository bank is meeting the needs of a community.  The depository selection process does not appear to take into account whether a bank provides services that are needed in the area in which it serves, such as loan modification work-outs, foreclosure prevention activity and credit counseling.  The selection process also appears not to take into account r how much lending and investments  banks have made to affordable housing and economic development projects in low-income communities.   
Banking Development Districts (BDDs). 

In 1997, section 96-d of the New York State Banking Law was added to the Banking Law to create a Banking Development District Program for the purposes of establishing bank branches in geographic locations where there is a demonstrated need for banking services.  In 2003, section 96-d authorized municipalities to deposit funds at below-market rates into bank branches located in a BDD, including branches of state or federally regulated saving banks and savings and loan institutions.

In exchange for establishing a bank branch in an underserved area, a BDD can receive access to below market public funds, real property tax breaks, municipal deposits and other deposits, and favorable CRA consideration.
 Additionally, banks that successfully apply for a BDD designation are eligible to receive a maximum of $10 million in subsidized deposits from the state of New York.

Banks in BDDs have to meet criteria set forth in the Banking Law to maintain their status as a BDD branch, which is established and enforced by the New York State Superintendent of Banks.  They also have to comply with the requirements of the Banking Commission to maintain their status as a designated depository of city funds.
  To be eligible for  the BDD program, the applicant must (1) clearly define the current and anticipated bank products and service needs of the community; (2) demonstrate that these needs are not currently being met by other nearby institutions; and (3) show that by coming into the community, the institution in question is prepared to specifically meet these unmet needs.
 

While the BDD program has been decidedly successful in ensuring bank branches are opened in underserved communities, many contend that the BDDs, as a whole, do not consistently provide services that meet a community’s needs.  In May 2010, the New York State Banking Department issued a study entitled 10 Years in: A Review of The Banking Development District Program, which provided the first comprehensive review of the BDD program since the program was created.
  Among its findings, the Banking Department found that many consumers and community groups believe that many BDDs do not offer many products targeted to seniors or immigrants, nor do they consistently offer affordable products, such as consumer small dollar loans, remittance products, enhanced basic banking accounts, small business microloans, free small business checking accounts, technical assistance, and free tax preparation service.

Although it appears designated depository BDDs in New York City seem to be more community-focused than non-BDD depositories, more needs to be done to ensure that community needs are met. 
Community Reinvestment Act (“CRA”)


The CRA
, enacted in 1977, is a federal law intended to encourage banks that receive federal deposit insurance to help meet the credit needs of the communities in which they operate, including low- and moderate-income neighborhoods.  The enactment of the CRA was a response to perceived “redlining” and other discriminatory and disparate practices that left entire communities with extraordinarily few funding resources.  The CRA does not specifically prescribe the type of services that a bank must provide, rather the CRA provides that banks have a "continuing and affirmative obligation to help meet the credit needs of the local communities in which they are chartered," by increasing lending in low- and moderate-income neighborhoods.

The CRA and its implementing regulations require the federal financial institution regulators, the Federal Reserve System, the Federal Deposit Insurance Corporation, the Office of the Comptroller of the Currency, and the Office of Thrift Supervision to assess the record of each bank and thrift and consider such record in evaluating applications for charters, or for approval of bank mergers, acquisitions, and branch openings.
 The law provides a framework for depository institutions and community organizations to work together to promote the availability of credit and other banking services to underserved communities.
Appendix A depicts the number of banks eligible to hold city funds.

CRA Enforcement
While the CRA does not impose explicit penalties or fines for poor or neglectful performance of CRA goals, the federal banking agencies enforce the CRA through public disclosure of an institution’s compliance with the CRA, as denoted by a rating.  Such rating is included in a written CRA performance evaluation report examining the bank's "record of meeting the credit needs of its entire community, including low- and moderate-income neighborhoods. "
 The written CRA performance evaluation report includes one of four ratings:

1 = Outstanding record of meeting community credit needs;
2 = Satisfactory record of meeting community credit needs; 
3 = Needs to improve record of meeting community credit needs; and
4 = Substantial noncompliance in meeting community credit needs"
 

The federal  banking agencies have the authority to deny an application if the bank has a poor CRA record.
 

  While the CRA does not have absolute levels at which institutions must provide service, nor does it have mandated funding amounts for particular services in particular areas, the public disclosure of a bank’s CRA rating has become quite effective at changing the behavior of  lending institutions.  However, because the CRA does not give specific criteria for rating the performance of depository institutions, many fear that New York City’s depository institutions are not conforming to the heart and spirit of the CRA, though  they maintain a high rating.  Similar to the Banking Commission’s depository selection process in which the focus is on the quantity of banks opened in lower income areas, a bank’s CRA rating can be artificially inflated if such bank simply opens a branch in a lower median income area, irrespective of the services provided.   Again, there seems to be a focus on quantity, and not quality.   

In recent years, many banks have evolved from community banks into large regional, national and even global financial institutions.  In light of this evolution, many fear banks are broadening their focus, and losing sight of local needs, without recourse.  Notably, over time, the percentage of banks receiving “outstanding” or “satisfactory” CRA ratings have risen as greater emphasis has been placed on the volume of their outputs rather than the outcomes of their CRA related activities.
Association for Neighborhood and Housing Development (“ANHD”)  Study

ANHD is a membership organization of New York City’s non-profit neighborhood housing groups.  Their mission is to ensure flourishing neighborhoods and decent, affordable housing for all New Yorkers by supporting the programs and priorities of their member organizations engaged in community development in low-and moderate-income neighborhoods throughout the City.

In July 2009, ANHD released a study entitled, Community Development At Risk: The 
Troubled Future of Bank Reinvestment in New York City, which examined the way in which 
banks  in New York City met their CRA obligations.  Such report found that as the size of banks 

grew larger, such banks tended to focus more on the national market, and less on the needs of the 
local community.  
According to information from the FDIC Summary of Deposits database, New York City’s 15 largest banks controlled 88.4% of New York City’s deposits in 2008 compared to 83.3% in 1998.  According to the ANHD report, this size growth stems from a significant trend of larger banks acquiring and merging with smaller, regional banks.  Apparent in Appendix B provided by the ANHD, eleven of the city’s 25 largest banks in 1998 were acquired and merged with other banks in a ten-year period ending in 2008.  As illustrated in Appendix B, Washington Mutual bought Dime; HSBC purchased Republic; Bank of America acquired Fleet; Sovereign took over Independence; and Capital One purchased North Fork, which had previously bought GreenPoint. 
While banks often contend that growth in and of itself is good and the proliferation of branches helps meet the “convenience and needs” of its customers, thereby complying with the CRA,  in many ways the expansion can potentially  harm residents and communities as banks focus their resources on national commitments and large borrowers.  A significant and frequent consequence of the transformation to national financial markets, ANHD explains, is that local markets and local neighborhoods receive less individualized attention.  For instance, large banks tend to serve small borrowers with standardized loans and other products, such as lines of credit, mutual funds, and credit cards, rather than nonstandard loans, such as financing a startup or a small business, which requires knowledge of the borrower and experience with the local market. 
The results of the study concluded that more needs to be done to ensure the CRA 
continues to foster investment, lending, and services in New York City’s low- and moderate-

income neighborhoods.  Such can be done by requiring banks to develop a detailed CRA plan 

establishing concrete objectives and targets in the areas of CRA-related lending, investment and 

services; and require banks to communicate regularly with the public, community groups, and 

agencies ascertain the needs of a community, and which services will be needed to fulfill those 

needs. 

March 7, 2011

As a result of the ANHD study and the November 23, 2010 hearing, the Committees on Finance and Community Development will consider 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. Such classification would be made publicly available.  The goal of Int. 485 is to require the Commissioner of Finance to establish criteria to evaluate whether banks are addressing the credit and financial needs of the City and its communities. 
� Banks do not include State or federally chartered savings banks. The term "bank," as used in sections 10 and 11 of the General Municipal Law, is defined to mean a "bank as defined by the banking law or a national banking association located and authorized to do business in New York".  





� See section 1524 of the New York City Charter.  





� Section 1504(3) provides that the Department of Finance “shall have the power and duty to provide for the reception and safekeeping of all moneys paid into the treasury of the city and for the payment of all moneys on warrants drawn by the comptroller and countersigned by the commissioner.”





� See 1524(1) of the N.Y.C. Charter. 





� Section 1519-a (7)(b) of the New York City Charter requires the Banking Commission to provide the Council with its recommendation for a discount percentage for early payment of, or increased interest rate for non-payment of, water and sewer rents, and real property taxes.   For the last several years, the recommended late payment rates have remain unchanged at 9% and 18%, and 1.5% for early payment.   In the past, the Council has always adopted the Banking Commission’s recommended interest and discount rates.  If these recommendations were not adopted by the Council, section 1519-a requires the default rates apply, which are 7% for late payment for Small Properties (less than $250k assessed value) and 15% for Large Properties( $250k assessed value or more); and 1.5% discount rate.  


�See � HYPERLINK "http://www.comptroller.nyc.gov/bureaus/cb/banking-development-district.shtm" �http://www.comptroller.nyc.gov/bureaus/cb/banking-development-district.shtm� .last accessed March 3, 2011. See Section 96-d of the New York State Banking Law and section 10 of the new York State General Municipal Law authorize municipalities to deposit funds into branches of State or federally regulated savings banks and savings and loan institutions that are established in banking development districts pursuant to the provisions of §96-d and the Banking Board regulations. Section 1-02 of Title 22 of the Rules of the City of New York authorize the Banking Commission to designate such branches as depositories for City funds, provided the branch (i) was opened after establishment of the banking development district or (ii) is a branch of the applicant to the New York State Banking Department for establishment of the district and was opened on or after January 1, 1997.


� See 22 RCNY 1-03(a)(b). 


� Federal savings associations and federal savings banks are organized under the provisions of the Home Owners' Loan Act (12 USC §1461 et seq.), usually to promote homeownership. A federal savings association or federal savings bank operates pursuant to a charter issued by the Director of the Office of Thrift Supervision (12 USC §1464[a][1]). The Director of the Office of Thrift Supervision is authorized to prescribe regulations governing federal savings associations and federal savings banks (12 USC §1464[d]). The demarcations between savings and commercial banks have been progressively blurred with respect to their different standards of investment, liquidity, and required reserves, types of credit transactions they are authorized to provide, and the kinds of sources from which they draw their deposits.  The primary difference between a bank  and other financial institutions is their 


statutory authority.  See New York State Bankers Association v Albright, 38 NY2d 430 (1975).





� See 22 RCNY 1-03(a)(b).





� A bank must submit a new application to the Banking Commission in the second year following the year of its previous designation. Such new application must be submitted by March 1 immediately preceding the Commission's annual designation meeting in May of such second year. 


� Application contents includes: (i) a copy of the bank's charter; (ii) the names and occupations of the bank's Directors; (iii) the names and titles of bank officers; (iv) the location of the main office and branch offices; (v) the location of all processing centers other than branches; (vi) the independently audited public financial statements for the bank and bank holding company for the most recent fiscal year; (vii) a list of all bank and bank holding company executives, employees, shareholders, legal counsel, consultants and advisors and/or their spouses or domestic partners, who (A) individually, jointly or severally hold in excess of a five percent (5%) beneficial interest in the bank and/or in the bank holding company, and who (B) are, or whose spouses or domestic partners are, contemporaneously elected or appointed holders of public office or of party office in any political party; (viii) written confirmation that a completed Division of Labor Services of the Department of Business Services Supply and Service Rider form for any bank that provides at least one distinct service to the City that incurs an annual service charge of at least $50,000 payable by the City has been delivered to the Division of Labor Services; (ix) the names of the federal and state regulatory agencies with jurisdiction over such bank's Community Reinvestment Act ("CRA") activities; (x) a copy of the most recent federal supervisory agency CRA examination summary report issued on or after July 1, 1990, and the most recent New York State Banking Department examination summary report as applicable; (xi) the most recent federal CRA rating for the bank issued on or after July 1, 1990 and/or the most recent state CRA rating for the bank; provided, however, that any more current federal or state CRA rating issued during the period after designation must be submitted to the Banking Commission upon issuance; and (xii) the name, title, address and telephone number of the bank official who will act as contact for City banking relationship matters involving bank accounts; and (xiii) a copy of the bank's banking development district application and the New York State Banking Department's approval of such application, if applicable, or, in the event the bank did not submit the application, information to establish that the bank has opened a branch in a banking development district after the district's establishment and that location of the branch in the district promotes the purposes of the banking development district program by providing banking services in geographic locations where there is a demonstrated need for such services. See 22 RCNY 1-03(c).


� See 22 RCNY 1-03(c)(2).





� No bank with 15 or more branches can be designated a depository if such bank: 1) had fewer than 25% of branches opened in the prior year or last 3 calendar years located in low income neighborhoods;  2) had more than 66% of branches closed in the prior year or last 3 calendar years located in lower income neighborhoods;  3) closed more branches than it opened in the prior year or last 3 calendar years, and more than 66% of such closures were located in lower income neighborhoods.  This formula does not apply to: 1) banks with 75 or more branches that closed 2 or less in a lower income neighborhood in the prior calendar year, and no more than 5 in a lower income neighborhood in the last 3 calendar years; and 2) banks with 15 to 74 branches that closed no more than 1 branch in a lower income neighborhood in the prior calendar year, and no more than 2 in a low income neighborhood in the last 3 calendar years. See 22 RCNY 1-03(e)(1)(iii).


 


� See 22 RCNY 1-03(c)(3).


� See 22 RCNY 1-03(c)(5).


� See 22 RCNY 1-03(e)(1)(ii).


� See 22 RCNY 1-03(c)(1).


� See 22 RCNY 1-03(c)(4).


� See section 1-03 (c)(4).


� See section 1-02 of the Rules define a lower income areas as a census tract located in New York City that is eligible for Federal Community Development Block Grants as administered by the U.S. Department of Housing and Urban Development (“HUD”)Title 1 of the Housing and Community Development Act of 1974, Public Law 93-383, as amended; � HYPERLINK "http://www.hud.gov/offices/cpd/communitydevelopment/rulesandregs/laws/sec5301.cfm" �42 U.S.C.-5301� et seq. The program provides annual grants on a formula basis to entitled cities and counties to develop viable urban communities by providing decent housing and a suitable living environment, and by expanding economic opportunities, principally for low- and moderate-income persons.  HUD determines the amount of each entitlement grant by a statutory dual formula which uses several objective measures of community needs, including the extent of poverty, population, housing overcrowding, age of housing and population growth lag in relationship to other metropolitan areas.


� The participant bank must complete an undertaking agreement with the New York City Department of Finance and/or the Office of the Comptroller of the City of New York pledging sufficient collateral with the City’s custodial bank to ensure the City’s deposit is fully protected.  The participant bank must also provide to the New York City Banking Commission an independently audited public financial statement for the bank and bank holding company for the current and prior fiscal year.  The participant bank must also provide to the New York City Banking Commission a report providing at the very least the current and prior year’s deposit and loan activity. 





� See Banking Development District Factsheet, New York State Banking Department,  available at � HYPERLINK "http://www.banking.state.ny.us/bddfact.pdf" �http://www.banking.state.ny.us/bddfact.pdf�.  Last visited  November 21, 2010.  An example of a BDD at work is the Pratt Area Community Council (“PACC”), a Brooklyn-based not-for-profit. In 2002, PACC began a block-by-block project on Fulton Street to turn vacant lots into affordable housing and to revitalize the commercial life. In addition to public subsidies, many local banks invested into PACC to further PACC’s projects.  Capital One applied to the New York State Banking Department to have the area designated a Banking Development District.  With this designation, Capital One was allowed to open a branch and receive city money, thereby enabling the bank to make home purchase loans and small business loans to members of the community.  See Community Development At-Risk, The  Troubled Future of Bank Reinvestment in New York City July 2009 at 2, Association for Neighborhood and Housing Development, Inc. 





� See Banking Development District Factsheet, New York State Banking Department,  available at � HYPERLINK "http://www.banking.state.ny.us/bddfact.pdf" �http://www.banking.state.ny.us/bddfact.pdf�.  Last visited  November 21, 2010. 





� See id. at 2; see also section 96-d(5) of  N.Y. Banking Law.








� See 10 Years in: A Review of The Banking Development District Program, New York State Banking Department,  � HYPERLINK "http://www.banking.state.ny.us/bddreview.pdf" �http://www.banking.state.ny.us/bddreview.pdf�, available at.  Last visited November 21, 2010. 





� See id. at p. 29.





� See 12 U.S.C. 2901





� Id. § 2903(a)(1).


�  See � HYPERLINK "http://www.lexis.com/research/buttonTFLink?_m=29f040d93b6fd2bb9cc4f49681030d89&_xfercite=%3ccite%20cc%3d%22USA%22%3e%3c%21%5bCDATA%5b53%20N.Y.L.%20Sch.%20L.%20Rev.%20271%5d%5d%3e%3c%2fcite%3e&_butType=4&_butStat=0&_butNum=76&_butInline=1&_butinfo=12%20USC%202902&_fmtstr=FULL&docnum=2&_startdoc=1&wchp=dGLzVtz-zSkAl&_md5=be4f445ecf6c785d282f74aba1e0e2fa" �12 U.S.C. § 2902�(1)(A)-(C).  The Office of the Comptroller of the Currency ("OCC") regulates national banks; the Board of Governors of the Federal Reserve System  regulates state-chartered banks that are members of the Federal Reserve System; the Federal Deposit Insurance Corporation ("FDIC") regulates state-chartered banks and savings banks that are not members of the Federal Reserve System; and  the Office of Thrift Supervision ("OTS") regulates savings associations whose deposits are insured by the FDIC. � Id. § 2902(3). A bank must submit an application to the federal banking agency that regulates it for permission to engage in certain business transactions or take certain actions, including an application to obtain a charter, obtain deposit insurance, establish a branch, relocate a home or branch office, merge with another bank, or obtain the assets or assume the liabilities of another bank. See id. § 2903(a)(2).





� See � HYPERLINK "http://www.lexis.com/research/buttonTFLink?_m=29f040d93b6fd2bb9cc4f49681030d89&_xfercite=%3ccite%20cc%3d%22USA%22%3e%3c%21%5bCDATA%5b53%20N.Y.L.%20Sch.%20L.%20Rev.%20271%5d%5d%3e%3c%2fcite%3e&_butType=4&_butStat=0&_butNum=80&_butInline=1&_butinfo=12%20USC%202903&_fmtstr=FULL&docnum=2&_startdoc=1&wchp=dGLzVtz-zSkAl&_md5=933dc4610bb49986fbc568c1343491de" �12 U.S.C. § 2903�(a)(1).





� Id. § 2906(a)(1), (b)(2).


�See 12 C.F.R. 25.29(d); see also id. at § 345.29(d); see also id. at § 563e.29(d); see also § 228.29(c).
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