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National Community Investment Fund

Only mission oriented non-profit private equity fund focused on CDBIs, set up in 1996

= NCIF mission: NCIF invests private capital in, and facilitates knowledge transfer to, depository
institutions that increase access to financial services in underserved communities.

Significant investment track record
= Total assets under management $150 million including new markets tax credits
= Cumulatively invested in debt and equities of 37 institutions
73% of institutions are minority-focused, 68% of dollars are in minority-owned institutions.
81.1% of institutions in urban markets
$4.3 billion in more than 90,000 development loans; CDFIs leverage capital 12-15 times.

Thought leadership
= NCIF Social Performance Metrics that are being adopted by investors and CDBIs

Advised by ShoreBank Corporation - leading CDFI with over $2.8 billion in assets
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NCIF Activities with CDBIs*
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* Community Development Banking Institution (CDBI) is a term coined by NCIF. CDBIs are banks, thrifts and credit
unions that have a mission of community development and are also sound financial performers. CDBIs may or may
not be certified as Community Development Financial Institutions or Minority Depository Institutions; if not
currently certified then NCIF hopes that they will eventually get certified.
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Community Development Banking Institutions:
Vehicles for Leveraged Economic Development
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Community Development Banking Institutions

. Banks, thrifts and credit unions that have a double bottom-line mission i.e.
. insured financial institutions that are
. sound financial performers and have
. amission of economic or social development, ex ante or ex post.
. Some of these institutions are certified as “Community Development Financial
Institutions” or CDFIs by the Department of Treasury ( ), while

others are not; but continue their double bottom-line mission. NCIF collectively
calls these institutions — Community Development Banking Institutions” or
CDBIs

. CDBIs have a proven track record of creating long term impact in low to moderate
income communities.
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Community Development Banking Institutions

= Aredouble bottom-line businesses NCIF MODEL CDBI FRAMIWORE
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= Have business strategies appropriate and
relevant to segments of LMI clients
= Rural vs. urban
Agricultural vs. small business
Housing vs. commercial lending
Migrant workers vs. local residents
Unbanked, underbanked, never banked

- Provlde Credit Products

Loans to individuals and businesses wht
are too small or don't have “perfect cred
files” — FICO scores, repayment records
ation/social security numbers
es to pay day lending
Check cashing to lndlvlduals who live
“paycheck to paycheck’
Secured credit cards or loans to build
credit history

T

= Provide Non credit financial products
= Savings, checking
= Low cost remittance services

Community Development Banking Institutions

= Foster innovation and adoption of new HCIF MODEL CDBI FRAMIWORE
technology - woum [ T —
= Stored value cards
= Work place based financial services
= Discounted insurance if premiums
paid via accounts at the CDFI
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= Enter into partnerships for holistic
development

= For financial counseling and
education for better personal
financial management
With alternative service providers —
informal sector
For tax preparation assistance; tax
refund anticipation loans
Participation in communi
programs and gatherings to promote
financial education, livelinood
promotion, business planning.

T
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Why invest through CDBIs?

Equity Investment:31]

through Holding Co
1.  CDBIs provide outstanding leverage

Community Development . Assume: $1 equity invest in a CDBI; this can be
Banking Institution (CDBY) leveraged 12-15 times to raise deposits
. Assume average loan life of 5 years and equity
Funds available for holding period of 10 years
muni . o -

investmentlending This implies that $1 _of eqult}/ investment can

$13-516 create $26 to $32 of impact in low to moderate

income communities.

Leverage to raise
deposits: $12-515

multply 2 6
over life of

Toan tumover
investment

2. Create institutions vs one-off projects

. As sustainable financial institutions, CDBIs
provide credit and non-credit financial services
and build partnerships for long term impact in
distressed communities.

52610532
economic
development
impact apart
from long term
institution
buiding
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The Context — CDBI Banks

7,826 banks < $2 billion in assets.
« 63 CDFlIs < $2 billion in assets.

«Banks are 11% of all CDFls in
numbers but control 54% of CDFI
assets - CDFI Data Project

*Equity leverage: 12- 15 x
205 Domestic Minority
Depository Institutions (MDI)

+199 < $2 billion

75 < $100 million

‘Community Banks <$1 billion in assets = 7,826

MDI = 205

*Need to identify and
commemorate their impact
* Equty lverage = amount of lening per colar of ity

Venn diagram not 0 scale
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NCIF Social Performance Metrics
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NCIF Social Performance Metrics

= Apractical methodology that differentiates Community Development Banking
Institutions (CDBIs) from other banks

= Create a correlation between performance as measured by NCIF Social Performance
Metrics and more funding — deposits, debt and equity

= Flexible search engine available on website

= Increases the Asset Class of CDBIs
. Only 65 certified CDFI banks in the country; over 8,100 total banks
= Over 37% of the census tracts are considered LMI communities
. Approximately 40 million people are considered underserved
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NCIF Social Performance Metrics

Two Core Metrics

1. Development Lending Intensity (DLI — HMDA )
DLI (HMDA) = % of HMDA loan originations and purchases in CDFI
investment areas (1A)

2. Development Deposit Intensity (DDI)
DDI = % of branches in CDFI investment areas

NCIF has information on all metrics starting 1996 and also on highly distressed census tracts.

Note: CDFI Fund Investment Area o IA are census tracts that meet any of the following three criteria: poverty
rates greater than 20%, unemployment rate greater than 1.5 times the national average or median household
income not exceeding 80% of the benchmark median household income.
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NCIF Social Performance MetricsSM

NCIF Social Performance Metrics®: Quadrants by Bank Type

COFI & MDI Banks & Thrifs vs. Peer Groups.

2302007

VDl 302005

Top 10 Baks
.

2 Al Banks

. e
Less than $1 Billion

NCIF Social Performance Metrics Analysis

= Institution Analysis — Current year
= Dataavailable on

= Institution Analysis - Time Series

= NCIF has data available on all 8,179 banks in the country starting 1996.
Time series analysis can be done.

= Peer Group Analysis
= Investors can create peer groups based on programmatic and geographic
focus and analyze one institution compared to these peer groups.

V.NCIF.ORG




Investment Products

The F. B. Heron Foundation Framework
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. Equity, quasi-equity and debt

. Publicly traded vs private equity
. Convertible or non-convertible preferred stock
. Trust preferred securities
- Senior debt
. Insured and uninsured deposits
- Market rate vs below-market rate

Example

Depositor
Wants to place $10 million in deposits into certified CDFIs, located anywhere in the
country, that are highly active in low income communities. The depositor is only
interested in institutions with total assets over $100 million, DLI-HMDA above 70%
and DDI greater than 50%.

Screens applied
=CDBI must be a certified CDFI

=Total assets greater than $100 million
=Development Lending Intensity (DLI-HMDA) > 70%
=Development Deposit Intensity (DDI) > 50%
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Example — Results

# ‘ Institution State | Assets (000)

[ 1_[Highland Community Bank i 119,558
llinois-Service Federal Savings and Loan Association I 146,300
ShoreBank IL_|$ 2,658,707
Legacy Bank Wi [ 235846
[OneUnited Bank A 592,856
Franklin National Bank of Minneapolis N 116,519
Guaranty Bank and Trust Company S 501877
| Carver Federal Savings Bank Y 810571
City First Bank of D.C., National Association bC 128,066

10_|Pacific Global Bank I 171,848

Results are sorted by DLI-HMDA

All Financial Data as of 6/30/2009; DLI-HMDA based on 2007 HMDA Reporting; DDI based on 2008 SOD Reporting
= 10 out of 65 CDFI Banks receive investment.
= Each institution receives $1,000,000

= 7 banks have a Housing Focus greater than 30%.
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Example

Socially Responsible Investor
Wants to identify and analyze financial institutions that are highly active in Illinois,
Indiana, Michigan, Minnesota and Wisconsin. The investor is only interested in
profitable institutions with DLI-HMDA above 70% and DDI greater than 50%. CDFI
certification is not required for investment.

Screens applied
=Institution must be located in IL, IN, MI, MN, WI
=Development Lending Intensity (DLI-HMDA) > 70%
=Development Deposit Intensity (DDI) > 50%
=Return on Assets > 0.0%

Example — Results

# Institution State | Assets (000) F
Bonanza Valley State Bank N 44472
Capital Bank N 39,086
Highland Community Bank N 119,558

st Mllinois Bank L 42,846
Legacy Bank I 235,846
Franklin National Bank of Minneapolis N 116,519
Austin Bank of Chicago N 322,753
Pacific Global Bank N 171,848
[The First National Bank of Bagley N 67,525

gton Federal Bank For Savings [N 83,392

Results are sorted by DLI-HMDA
All Financial Data as of 6/30/2009; DLI-HMDA based on 2007 HMDA Reporting; DDI based on 2008 SOD Reporting

= 10 out of 1,658 geographically eligible banks identified using quantitative Social Performance Metrics
= Aqualitative analysis needs to be completed before making final investment decisions

= 4 banks have housing focus > 30%

Social Performance MetricsSM — the Future

CEO Commentary Anecdotes

Increased
differentiation
relative to peer
groups:

Model CDBI Framework Qualitative Analysis of Impact

Quantitative Analysis of

P k . .
NCIF Social Performance Impact; jobs, housing units etc

Metrics:Can this be
as Social Return on Quantitative Analysis of
Investment? Impact: loan and financial

service outputs

Quadrant1,2and 3 CDBI and CDFI Certification Y to'y +4+27

NCIF Social Performance Working Group is creating Standards
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The Virtuous Cycle of High Impact Community Investing

‘ RESULTS IN RESULTS IN l

ncrease i
Mainstream/SR| Investors,
Asset Class of CDFI and CDBI Banks, e

NCIF Social Performance Metrics
Standards and Thresholds
“Certification”

Increase funding into CDFI & CDBI

RESULTS IN RESULTS IN

CDFI and CDBI Banks provide
greater and more granular data on
social and economic development

Conclusions and Next Steps

= Investors to provide feedback on social and economic development metrics
that they need to increase High Impact Community Investing.

= Increase the amount of funding — deposits, debt and equity — in community
development banks and credit unions, identified by such metrics to promote
the Virtuous Cycle.
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Contacts

Saurabh Narain
Chief Fund Advisor
National Community Investment Fund
2230 South Michigan Avenue # 200
Chicago, IL 60616
(312) 8815826
snarain@ncif.org




