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OVERVIEW

AB 32 would increase from $10 million to $50 million the cap on the annual aggregate
amount of qudlified investments made info California Organized Investment Network
[COIN) Certified Community Development Financial Institutions {CDFIs} through the

~ COIN CDFI Tax Credit program. Raising the qualified investment cap to $50 million
could yield 3,128 jobs and an economic impact of $460.4 million for California 1,

Under this program, investors receive a tax credit worth 20% of their investment info a
COIN certified CDFI. Every dllocated tax credit dollar is matched with five dollars of
private investment, for an investment ratio of one-to-five. Since the incepfion of the
COIN CDFl Tax Credit program in 1997, $27 million in State tax credits have generofed
more than $135 million of private investments into COIN Certfified CDFls.

Investor demand for CDFl community investments through COIN far exceeds the
program investment maximum of $10 million and the annual tax credit allocation of.
$2 million. COIN surveyed insurers and CDFls during a brief period in December 2012
to assess potential demand for COIN CDFl fax credit investments. Insurers and CDFls
estimated they.had a maximum combined capacity fo make COIN CDF! tax credit
investments of $490 million on $98 million of tax credits 2!,

COIN AND THE CDFI TAX CREDIT PROGRAM

Established in 1996, COIN is a collaborative effort between the California Depor’rmem‘ R

of Insurance, the insurance industry, community affordable housing and economic .
development organizations, and community advocates. COIN was formed at the
request of the insurance industry as an altemative to State legislation that would have
required insurance companies to invest in underserved communities, similar to the
federal Community Reinvestment Act that applies to the banking industry. This. '
voluntary program facilitates insurance industry investments that provide solid refurns
to investors and economic and social benefits to California’s underserved urban and

rural communities. In 1997, the COIN CDFI Tax Credit program was created to atiract

and leverage private capital to fund investments into CDFls that yield economic and.
social benefits for California’s underserved morke’rs as well as investiments that yleld

environmental benefits.

Commissioner Dove Jones made COIN a fop priority upon assuming office in 201 1.
Recognizing the need for more community investment by insurers, the Commissioner
sent g letter to the Chief Executive Officers of insurance companies in February 2011 .
and strongly encouraged them to invest in underserved communities through the
COIN's.CDFI Tax Credit program. Underutilized by insurance companies in previous .
years, this program allocates a 20% State tax credit to investors for qualified

. Inves’fmen’rs m’ro COIN-certified CDFIs

- Also in February 2011, Speaker John A. Pérezintroduced AB 624, which sought to
extend the operation of the COIN CDFI Tax Credit program from its original sunset
_date of January 1, 2012 until January 1, 2017, and to require the Insurance
Commissioner to es’rcbllsh the COIN Adviscry Board. Commissioner Jones sponsored
this bill, working in partnership with Speaker Pérez to garner support for the
continuation of these tax credits.

In response 1o the Spedkér’s AB 624 and the Commissioner's request o insurers, COIN
received a record amount of the COIN CDFI Tax Credit applications in 2011.
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Demand for community investments and tax credits were so great that COIN allocated unused
tax credits from prior years. By July 2011, COIN had allocated $6.75 million in COIN CDFl Tax Credits {$2 million
from 2011 and $4.75 million from previous years) to insurance companies and other private investors on $33.75
million of quaiified community investment. The amount of community investment made by insurers since 2011
has continually increased under the leadership of Speaker Pérez and Commissioner Jones, despite severe
limitations on access to capitat in the financial markets. COIN has also grown in scope fo include supplier
_diversity (AB 53, 2012), green investments {AB 1011, 2010}, community investment policy statfements {AB 41,
2010), and an advisory board (AB 624, 2011). : :

How the COIN CDFI Tox Credit Proqrcm Works

Currently, COIN dllocates the CDFI Tax Credit of 20% on C|UQ|Ierd mvesfmenfs of $50 OOO or more. Every $1 of fox
credit yields $5 of private investment, with the total tax credit allocation of $2 million generating up to $10 million
of private investment into COIN Certified CDFls. Private investments have a minimum term of 60 months, and the
tax-credit is allocated in year one of the five-year investment period [see Appendix 1 for more detail). '
CDFls leverage tax credit investments to secure additional sources of matching funds and other capital,
sometimes severdl times over, to finance programs and projects that create jobs in areas of high unemploymem
o construct affordable housing, and to extend hedlth clinic-services to the uninsured. . : :

PROJECTED ECONOMIC IMPACT OF AB 32

AB 32 wouldincrease from $10 million fo $50 million the cap on ‘rhe annuadl oggregofe amount of gudiified
investments made into CDFls, which would in tumn increase the annual amount of the COIN CDFI tax credits
available from $2 million to $10 million. Increasing the annual amount of available COIN CDFI Tax Credit
investment from $10 million to $50 million would raise the annual economic impact of this program from $23
‘millionto $115.1 million, for a total impact of $460.4 mllllon between 2013 ond 201 6

* $10 million = The amount of COIN CDFI Tax Credits available annually under AB 32
$50 million = Expected lnvestment info the COIN- Cemhed CDFIs ’

" $460.4 million  =Total Projected Economic Impaci of AB 326)
3,128 = Jobs Poienhqlly Created by AB 32 '

" AB 32 seeks to increase communtTy development mves'rmem‘ in California's underserved communn‘les Insufﬂcnenf
investment in Cdlifornia’s low income communities impairs economic vitality, and has led to the loss of jobs,
-underperforming schools and substandard housing. Sm(:e the inception of the COIN CDFI Tax Credit program in
- 1997, $27 million in State fax credits have genero’fed more than. $135 rm!hon of prlvon‘e investments info COIN
Certified CDFls.- . P

~ Job Creahon

COIN estimates that AB 32 could create a total of 3,128 jObS between 2013 and 2016. The 20/0 COIN CDFI Tax
Credit has an investment rafio of one-to-five, with one dollar of tax credit matched by five dollars of mvesfmen’r
Across industries, one job would be created for gvery $12,787 in COIN CDF! Tox Credits.

= $12,787 in COIN CDFI Tax Credits

= $63,935 of commu’nHy developmem invesWenT




Potential Allocation of COIN CDFl Tax Credits Under AB 32

AB 32 would increase community development investment in rural and underserved: areas, whlch could beneﬁ’r Xe|
wide variety of projects and services, including those listed below. S :

Affordable housing @ Care services @@;

Healthy foods ﬁ Green financing GW e
Small business loans

FmonCIol services &
Water treatment/ efficiency for households é

Community facilities -

Health Services FE
Education facilities ‘% _
Transit oriented development =l

Geoqroph:c AHoccmon of COIN CDFI Tox Credn‘s 2006 ‘rhrouqh 20]




REINVESTMENT: THE ADDITIONAL ECONOMIC VALUE OF COIN CDFI TAX CREDITS

To be conservative in its estimate of the economic impact and jeb creation potential of AB 32, COIN calculated
economic impact as a one-time, initial and discrete impact, although qudiified investments are "recycled” an
average of 2.6 times during the 60-month investment term. Unlike other tax credit programs (i.e. New Markets Tax
Credit and the Low Income Housing Tax Credit), the COIN CDFI Tax Credit Program includes a clawback
provision that requires the COIN CDFI Tax Credit to be repaid by the investor if the qualified investment is not held

- at the COIN Certified CDFI for the entirety of the 60 month term®). Community development investments made
by CDFIs may vary in duration from o term of 30 days for a low-interest rate personal loan (reinvestment rate >50)
to an average term of 21 months for an affordable housing mvesTmen’r (relnvesfmem‘ icn‘e of 2. 8)

In May 20}3 COIN collected reinvestment dOTG from COIN cerhﬁed CDFIs ’rhcl’r porhcnpcn‘ed in ‘rhe COIN CDFI Taix

L Credit Progrdm from 2006 through 2011, COIN averdged these resulls by investment type, and then calculated

an average reinvesiment percent, term and rate. Based on these calculations, COIN estimates the reinvestment
“value of the historical period of 2006 through 2011 to have been $73.6 million, and that the projected
reinvestment value of AB 32 for years 2013 through 2016 is $245.6 million. .

Methodoloay

- The projected economic impact of AB 32 was estimated using data ffom years 2006 through 2011 of the CDFI Tax
Credit program. COIN found that the $12 million of COIN CDFI Tax Credits cﬂloccﬂed be’fween 2006 and 2011
generm‘ed $134.7 million in economic impact for the Statels), .

37% or  $4.43 milion = Affordable’ Housnng ‘@.

21% - or $2.5 million = CDFl loans to loans in low-to-~ modercﬁe income-communities &
18% - or $2.1 million = Small business loans
15% or $1.8 million = Education desks T .
8% or $1.0 million = Health service visits 4.~~~
1% or $128,000 = Water treatment and eff|c1ency for households &
- 100% or - $12 milion =Total aliocation-of the COIN CDFI Tax Credits, 2006-2011°

COIN'S OTHER PROGRAMS

‘Since COIN's incepfion, insurers have invested more Thcm $20 bl||I0n in communn‘y developmem‘
Eliminating the COIN sunset and adding program capacﬁy would increase community investment.

"~ 1. Community Investment Data Call - Sunsets 1/1 /2015 AB.925 (Rldley-Thomcs 2006) authorized mondo’rory
" 'Data Calls to capture COIN qudlifying investments. The 2014 Data Call will capture 2009 through 2012
investments. Without extending or eliminating the sunset, insurers may decreose their communn‘y lnvesfments
fo pre- -COIN levels. .

© 2. High' Impocf COIN Bulletins: AB 925 (Ridley-Thomas;-2006) and AB 41 (Solorlo, 2010} provnde high |mpocf

- and/or'green investments. Bulletins are High ImpccT investments that are innovative, responsive to community

- needs, not routinely made by insurers, may be a green investment, orhave a high degree of positive impact
on the economic welfare of low-to-moderate income individuals and fomllles COIN directly markets these

High Impact lnves’rmem‘ opporfunmes to the insurance: mdustry .

3. Guided lnvesfmem‘s .COIN advises insurers on sourcing, structuring, evaluating, cnd fundlng lnvesfmenfs in
Cdlifornia communities.

~* 4.The COIN CDF| Certification- Sunsets 1/1 /201 7: COIN certifies COFIs and qualifies them to receive the COIN
CDFI Tax Crediit investments,

"+ 5.The COIN Advisory Board- Sunsets 12/1/2015: AB 624 (Péfez, 201 1‘) cnu’rhorfied ’r‘hel‘lnsuron'ce Commissioner
. 'to establish the COIN Advisory Board to advise the COIN staff on best methods to increase insurance
" “investments that provide fair returns and social benefifs to underserved communities.

* 6. Insurer Community Investment Policy Statements- Sunsets 1/1/20 15: AB 41 (Solorio, 2010) requires each
“insurér that collects more than $100 million in premiums from Cadliforians to file a biennial policy sToTemen’r
“detailing that company’s community development and mfros’rruc’rure goais.

7. Insurer Supplier Diversity Reports- Sunsets 1/1/2019: AB 53 (Solorio, 20]2) requires Coln‘ormc s fop 200

- insurance companies o report on their efforts to procure goods and services from minority-, women-,.and

. .disabled veteran-owhed business enterprises. Commissioner Dave.Jones formed the.Insurance Diversity Task
- Force fo consider and make recommendations about diversity in the insurance industry.. ..




Contact Inform'qﬂ'oh, hitp: //www |nsurcmce ca. qov/0250 |nsurers/07OO caoin/

'Rober’r Slmpson o Chris Shultz - S ] . Stacie Olivares Casfum
"~ - Deputy Legislative Dlrec‘ror - . Deputy Commnssloner, Commumfy Programs. Managing Director, COIN. ..
. 01 916-492-3372 M: 916-905-4120 ~ O:916-492-3589 M: 216-601-2521 . 0:213-346-6869 M: 213-435-8293
'.Roberf.Simgson@insurqh‘ce.cd'.gov ' Chfié.Shu{iz@inSuronce.cc.gov_ o ’ * Stacie.Olivares-Castain@insurance.ca.gov.
Endnofes ‘

I) . Using BEA RIMS 1 Mumphers, Table Il mulhpllers and historical data pl ov1ded by CDFIs, COIN eshmaies that $10 million i in COIN CDF] Tax
Credits Ieveroglng $50° mllhon in communny |nves1menf will yleld ‘15460 4 mllllon in economic impact to the State through AB32, ceferis
paribus. This amount excludes reinvastment (see reinvesiment seclion for more details). The econamic impact of a community
investment may be enhanced by additional leverage gained through the Low Income Housing Tax Credif, New Markets Tax Credit, or- '
other communily invesiment incentives. .

2) Based on peak demand level for 2013 tax credits of $98 milion and a $490 million investment amount.

3)  Using BEA RIMS Il Mulfipliers, Table Il mulfipliers and historical data provided by CDFls, COIN esfimates that $10 million in COIN CDFI Tax |
"Credits leveraging $50 million in community invesimeiit will yield $460.4-millicriin economic impact fo the State through AB32, ceteris
paribus. This amount excludes reinvesiment (see reinvestment section for mare details). The economic impact of a community
invesiment may be enhanced by additional leverage gained through the Low Income Housmg Tax Credit, New Markets Tax Credit, or h

other communny investment incentives. - .
4) Moy leverage Low Income Housmg Tox Credifs (LiHTC} or New McrLeTde ‘Credits (NMTC) o .
5} Tox and Revenue Code § 17053. 57(h)(1): If a qualified investment is withdrawn before the end of the 60t monfh and not relnvesied in
another communn‘y developmem‘ financial institution within 60°days, there shall be added to the "net tax.” as defined in Section”
17039, for the taxable year in which the withdrawal occurs, the entire amount of any credit previously allowed under this section.
) Usmg BEA RIMS Il Mulfipliers, Table Il multipliers and historical data provided by CDFls, COIN estimates that between 2006 and.2011, $12
million in COIN CDFI Tax Credﬁs leveraged $60 million in.community mvestmen?s to vield $134.7 milion in economic impact o the o
. State, ceteris pcmbus This amount excludes reinvestment (see remvesiment section for more déftails). The economic |mpccf ofa
community invesiment may be enhanced by additional leverage gcuned through the Low Income Housmg Tox Credn New Maikets

- Tax Credit, or other communn‘ymvestmentmcennves g

o




APPENDIX 1
- STATE OF CALIFORNIA Dave Jones, Insurance Commissioner

DEPARTMENT OF INSURANCE

CALIFORNIA ORGANIZED INVESTMENT NETWORK (COIN)
300 CAPITOL MALL, Surte 1600

. SACRAMENTO, CA 95814-

(916) 492-3525 B

(916) 323-1944 [FAx)

www.insurance.ca.gov

COMMUNITY DEVELOPMENT FINANCIAL
INSTITUTION (CDFi) TAX CREDIT PROGRAM

‘The CDFI Tax Credit Program attracts and leverages private capital to fund investments that yield
‘economic and social benefits for California’s underserved markets, as well as investments that yield
environmental benefits. Established in 1997, the CDFI Tax Credit Program is administered by COIN for
the purpose of increasing the amount of private capital available to CDFls for community
development. COIN allocates a state tax credit of 20% on qualified investments of $50,000 or more.

UEvery $1 of tax credit vields $5 of private investment, with the total tax credit allocation of $2 million

generating up to $10 million of private investiment in COIN-Certified CDFls.

TAX CREDIT CERTIFICATION PROCESS
- Each year, up to $2 million in fox credits can be awarded by COIN for investment in certcun Qualified

Investments.
A "Qualified Investment”" means:

1) A deposit or loan that does not earn interest;
2) an equity investment; or
3) an eqU|‘ry—hke debt instrument.

In 2011, AB 624 (Pérez) extended the COIN CDFl tax credit progrclm omd modified its cen‘lflcohon
process: Prior to the passage of this bill, investments certified only on a first-come-first-served basis.
Under AB 624, if'the Commissioner determines-that demand-will ou’rsfnp the supply of Tax credi’fs,

COIN shall grant priority to certain opphco’nons as follows:

1. . Direct Benefit To Low-Income Persons

- “A primary intent of the COIN CDFI Tax Credit program is to benefit econom|colly dlsodvon’roged
communities and low-income people in Califomnia. Therefore, mves‘rmem‘s that will benefit this
demographic in a tangible, immediate manner will receive priority: -

2. Investments Made by insurance Companies
- Through the COIN program, insurers make prudent investments that yield social and/or

 @nvironmentdlbenefits. As part of the COIN program, the CDFI Tax Credit encouroges insurers to 4

* invest in community development. To that end, investments made by insurers. will receive priority
‘over.investors from other fields, in order to:give the sn’rended recnolen’rs first consideration.

- - Applications that satisfy both of the above criteria will receive a higher prioriy. R
. . » ) Doael LT Y ' (continued)




APPENDIX 1 (Continued)

| COMMUNITY DEVELOPMENT FINANCIAL INSTITUTION (CDFI)
TAX CREDIT PROGRAM
ch Housing S : '
'Of those applications that involve housing-related projects, COIN must prioritize rental housing, ‘m'er’rgoges .
. for communl’ry—based re5|dem‘|dl programs, and self—help housmg ohec:d of smgle family housing. - :

- Note that this statute does not esfobllsh a specrflc pnorn‘y for housmg, but only a comporohve rcnklng for
-housmg applications. " : , . L

INVESTMENT ¢ STRUCTURE

To qualify for the 20% tax credit, all Qualified Investments must equal or exceed $50,000 in amount and
... must be invested for no fewer than 60 consecutive months. The total tax credit amount available Through
‘The program annually is $21 mllhon ona ’ro‘ral investment mcmmum of $10 m|II|on e

EARLY WITHDRAWAL PROVISION |
Ifa Qualified Investment is wn‘hdrown before the end of the 60th month and not re-deposited or

" reinvested in.another CDFl within 60 days, there shall be ddded to'the “neT tax” or."tax" (as defined in

~ Revenue and Tax Code Section 17039, Section 23036, or Section 28 of Article Xl of the California

- Constitution) for the taxable or income year in which the withdrawal occurs, the entire amount of any::
credit previously allowed under Revenue and Tax Code Sections 17053.57 or 23657, and Section 12209.
'Additionally, under Section 17053.57, the CDFl is required to notify COIN and ’rhe Frcnch|se Tax. Board; and
~under, 12209, the CDFi is required to notify COIN and the Boc:rd of Equalization. . , ‘

- If a Qualified Investment is reduced before the end of the 60th month, but not-below fifty ’rhouscnd dollars
($50,000), there shall be added to the "net fax™ as defined in Revenue and Tax Code Sechon 17039, .
- ‘Section 23036, or in Section 28 of Article Xl of the California. Constitution, for.the taxable or.income year in. .
which the reduction occurs, an amount equal to 20 percent of the total reduction for the ’rcxoble or -
" “income year. Sections 17053.57 and 23657 require the CDFI to notify COIN and The Frcnc:hlse Tax Board of _

' ‘_"’rhe reduction; and Section 12209 requires fhe CDFI fo no’rlfy COIN and the Board of Equcllzohon S

" APPLICATION CYCLE

Based upon the number of inquiries received to date, the Insurance Commlssxoner has determined ’rhcn‘
‘total Qualified Investments for 2013 will exceed the total amount of ’rax credits. ovolloble : :

'Appllcc’nons will be received and evaluated throughout the year, in semi- -annual cycles, in order fo
enable both required and continuous processing and prioritization. - o

.« Applications are due by March 31s for the first semi-annual cycle and by Sep’fember 30t for the second

©- - semi-annual cycle.
+  COIN will notify applicants of ’rhelr cer’nﬂcahon status in ’rhe last month of eoch semi- cmnucll cycle (el’rher

June or December of the six month cycle).

«  Applications that meet the minimum qualifications, but were not certified for a tax credit, may
reapply. Reapplications within a cdlendar year are required to submit only that mformq’uon
which has changed since prior application was submitted. . .

.. Note: The Insurance Commissioner reserves the right fo issue certificates to tcrxpayers in the total amoum‘ of $2 million dunng the.first
semi-annual cycle if sufficient qualified applications are received. ‘ . . .




