Supporting Statement for Paperwork Reduction Act Submissions
Community Development Financial Institutions (CDFI) Fund
CDFI Certification Application, OMB 1559-0028

A.  Justification

1.  Circumstances necessitating collection of information
A Certified Community Development Financial Institution (CDFI) is a specialized financial institution that works in markets that are underserved by traditional financial institutions and provide a range of Financial Products and Financial Services in economically distressed Target Markets. CDFIs include regulated institutions such as community development banks and credit unions, and non-regulated institutions such as loan and venture capital funds. CDFI Certification is a designation conferred by the CDFI Fund and is a requirement for accessing various CDFI Fund programs. A financial institution seeking to become a Certified CDFI and qualify to apply for assistance from the CDFI Fund must complete the CDFI Certification Application. 

The CDFI Fund is authorized by the Riegle Community Development Banking and Financial Institutions Act of 1994 (Pub. L. 103–325, 12 U.S.C. 4701 et seq.) (the Act). The regulations governing CDFI Certification are found at 12 CFR. 1805.201 (the Regulations). The significance of CDFI Certification has increased over the years, as the CDFI Certification status has come to serve as a qualifier for other federal government and private sector resources and benefits. Beginning in January 2017, through the issuance of a Request for Information, the CDFI Fund sought to review and update the CDFI Certification policies and procedures to ensure they continue to meet the statutory and regulatory requirements, are responsive to the evolving nature of the CDFI industry and protect government resources. 

In May 2020, the CDFI Fund requested public comment on proposed revisions to the Application and reporting requirements for Certified CDFIs. As a result of the 55 individual letters received with over 600 comments during that public comment period, the CDFI Fund made additional revisions to the proposed Certification Application. The revised certification policies and Application attempts both to provide the flexibility necessary for CDFIs to grow and to serve the hardest to reach distressed communities, and to maintain the integrity of what it means to be a certified CDFI from a mission perspective. In addition, where existing policy was maintained, revisions were made to the Application and guidance to provide greater transparency and clarity around the criteria that entities must meet to obtain and maintain CDFI Certification.

In November 2022, the CDFI Fund solicited public comment for an additional 30 days in connection with submission of this Information Collection Request to the Office of Management and Budget. This resulted in the receipt of an additional 275 individual comment letters reflecting approximately 1,200 comments from the public. The CDFI Fund has been deliberate in its efforts to update the CDFI Certification process by carefully reviewing all public comments received.

2.  Method of collection and use of data
The data collected via this form will be collected by voluntary submission by organizations seeking initial certification as a CDFI, as well as currently Certified CDFIs seeking to maintain their CDFI Certification status. In conjunction with the submission of an initial certification Application, organizations are required to submit an abbreviated CDFI Transaction Level Report (TLR) (OMB Control Number 1559-0046) or the full-length TLR (OMB Control Number 1559-0027). After receiving their CDFI Certification status, Certified CDFIs are evaluated annually and are required to submit an Annual Certification and Data Collection Report (ACR) as well as an abbreviated TLR or full-length TLR. 

3. Use of Information Technology
The CDFI Certification Application is available through the CDFI Fund’s Award Management Information System (AMIS), located on the CDFI Fund’s website. The CDFI Fund will require that applicants submit Certification Applications electronically.  

4.  Efforts to identify duplication
The CDFI Certification Application does not duplicate any other CDFI Fund or federal program information-gathering tool.  

5.  Impact on small entities
This collection of information does not have a significant impact on small entities.

6.  Consequences of less frequent collection and obstacles to burden reduction
The CDFI Fund is statutorily required to have an Application process for certification of CDFIs.  
Since CDFI Certification is a prerequisite for receiving funding from the CDFI Fund, the Certification Application is a critical part of the CDFI Fund’s operations. Additionally, the CDFI Certification status is used to leverage funding from other government and non-government funding sources. Once certified, an entity’s certification remains intact, provided the entity continues to meet the certification regulatory and reporting requirements.

7.  Circumstances requiring special information collection
There are no special circumstances.

8.  Solicitation of comments on information collection
Comments on the Certification Application were solicited via notice in the Federal Register on May 7, 2020 (85 FR 27274), and the CDFI Fund received 55 comment letters reflecting approximately 600 comments from the public. Although, the majority of comments align with the CDFI Fund’s proposed policy changes and updates to the Application collection, the CDFI Fund made substantial updates to the Application in consideration of comments deemed appropriate on how best to implement those policies. 

[bookmark: _Hlk143546807]In response to the Federal Register notice dated November 4, 2022, (87 FR 66786), the CDFI Fund received 275 letters reflecting approximately 1,200 comments from the public related to the CDFI Certification Application (OMB 1559-0028). The summary of the most significant comments including the CDFI Fund’s response and how it affects the CDFI Certification Application are included as “Appendix I”. 

An update to the online version of the Application, located in AMIS, facilitates the efficient data collection. The full list of adjudicated comments is included as “Appendix II”. 

9.  Provision of payment to respondents
No payments or gifts will be made to respondents.



10.   Assurance of confidentiality
The CDFI Fund is subject to all federal regulations with respect to confidentiality of information provided by CDFI Certification applicants.  No other assurances of confidentiality have been provided.

11.  Justification of sensitive questions.
No personally identifiable information (PII) is collected.

12.  Estimate of the hour burden of information collection.
The burden for this information collection is broken-down into categories of affected public with the total estimated burden of 88,715 hours. The same Application (collection instrument) is used in all categories. Currently Certified CDFIs will be required to submit a new CDFI Certification Application to demonstrate compliance with the new policies and maintain their Certification and will be allowed a grace period of at least 12 months to do so. Therefore, the CDFI Fund anticipates a substantial increase in the number of respondents in this request from the previous request, during the first year of implementation. The CDFI Fund estimates that there will be 1,463 recertifications in the first year and 150 new certifications annually.


	Affected Public
	# Respondents
	# Responses Per Respondent
	Annual Responses
	Hours Per Response
	Total Hours

	Private Sector Certification Applications 
	1,442
	1
	1,442
	55
	79,310

	State, Local & Tribal Certification Applications
	122
	1
	122
	55
	6,710

	Totals
	1,564
	1
	1,564
	55
	88,715




13.  Estimate of total annual cost burden to respondents
There are no additional cost burdens to respondents to this collection of data. No purchase of equipment or services will be needed by respondents for this information collection, other than as required as a part of customary and usual business practices.  

14.  Estimate of annualized cost to the government
The cost to the government is the CDFI Fund staff and contractor time required to review the submitted Applications, maintain the electronic Application system, and collect follow-up information from applicants and ensure compliance with CDFI Certification policy.

15.  Any program changes or adjustments 
The CDFI Fund has made substantial changes to the data collected in the Certification Application, and as such has increased the estimated burden from 40 to 55 hours per response. There is also an increase in burden due to the requirement for currently certified CDFIs to become recertified under the new application. This is a one-time increase in burden due to agency discretion.

16.  Plans for information tabulation and publication
Confidential or proprietary information collected through the CDFI Certification Application will not be published. Organizational information or data collected in the Application or otherwise provided to the CDFI Fund (e.g., ACR, TLR) may be posted on the CDFI Fund’s public website, shared with other federal agencies or accessed via a Freedom of Information Act (FOIA) request.

17.  Reasons for not displaying expiration date of OMB approval
The expiration date will be displayed.

18.  Explanation of exceptions to certification statement
There are no exceptions to the certification statement.

B.  Collections of Information Employing Statistical Methods
This section is not applicable.



APPENDIX I
OMB 1559-0028 COMMENTS SUMMARY

CONSULTATION WITH INDIVIDUALS OUTSIDE OF THE AGENCY ON AVAILABILITY OF DATA, FREQUENCY OF COLLECTION, CLARITY OF INSTRUCTIONS AND FORMS, AND DATA ELEMENTS

[bookmark: _Hlk143546005]	In response to the Federal Register notice dated November 4, 2022, 87 FR 66786, the CDFI Fund received 275 letters reflecting approximately 1,200 comments from the public related to the CDFI Certification Application (OMB 1559-0028). The full list of comments will be included with the submission to the Office of Management and Budget (OMB), see supporting documents. The summary of the comments and the CDFI Fund response are below.

1. Commenter Category – Need for Flexibility
0. Summary of Comments
0. Some commenters expressed concern over the CDFI Fund’s questions that reflect certain bright line standards for responsible financing practices and predetermined Financial Products, Financial Services, assets, staff time, Targeted Populations, and Target Market assessment methodologies to evaluate an Applicant’s eligibility for CDFI Certification and urged greater flexibility.
0. CDFI Fund Response
1. The CDFI Fund believes that in most cases, inserting questions that reflect such bright line standards and predetermined options are appropriate and consistent with the CDFI Fund’s statute and regulation, ensures consistency in the evaluation of Applicants, and provides greater transparency to Applicants and certainty to the general public on what it means to be a Certified CDFI. However, the CDFI Fund also agrees that in some cases the Application questions should reflect a certain level of flexibility to demonstrate that Applicants are meeting the statutory and regulatory criteria for CDFI Certification.
0. How the CDFI Certification Application is Effected
2. The Application now contains a section where Applicants can propose additional similar Financial Products and similar Financial Services, amended standards for responsible financing practices standards, Other Targeted Populations, the ability to disregard certain major assets and/or staff time for meeting the Financing Entity test, or the use of alternative or modified Target Market assessment methodologies. In addition, certain questions in the Application that previously would have been evaluated using a bright line standard now include an option for Applicants to explain how an otherwise prohibited financing activity is consistent with a community development mission.



1. Commenter Category – Collection of Financial Product and Financial Services Data
1. Summary of Comments
0. Several commenters recommended that the CDFI Fund eliminate or modify two tables in the Basic Information section of the Application that collected data on the Applicant’s Financial Products and Financial Services. These commenters argued that the tables would be burdensome to complete and did not serve a clear purpose.
1. CDFI Fund Response
1. The CDFI Fund agreed that the tables were potentially burdensome and that some of the data requested, while useful in illustrating the characteristics of an Applicant’s Financial Products and Financial Services, were not specifically necessary for determining an Applicant’s eligibility for CDFI Certification.
1. How the CDFI Certification Application is Effected
2. The final Application has replaced the tables with a significantly streamlined set of questions that remove information requests about Financial Products and Financial Services names, amounts, rates, and terms. The Application now limits the information collected to only include the types and purposes of the Applicant’s Financial Products and categories of Financial Services. 

1. Commenter Category – Legal Entity Documentation
2. Summary of Comments
0. Some commenters stated that certain Application questions that request documents to prove that an Applicant is a legal entity were burdensome and unnecessary. Instead, they recommended that the CDFI Fund rely on an Applicant’s registration with SAM.gov.
2. CDFI Fund Response
1. The CDFI Fund has determined that an Applicant’s registration with SAM.gov sufficiently meets the Legal Entity requirements for CDFI Certification and agrees that additional documentation requirements are unnecessary.
2. How the CDFI Certification Application is Effected
2. The final Application requires Applicants to provide a SAM.gov Unique Entity ID and eliminates additional documentation requirements.

1. Commenter Category – NCUA Low Income Designation
3. Summary of Comments
0. Several commenters recommended that answers to questions about the National Credit Union Administration’s designation of Low-Income Credit Unions should remain a way to demonstrate a primary mission of community development.
3. CDFI Fund Response
1. The CDFI Fund believes that the level of service to Low-Income individuals reflected by the NCUA designation is a more appropriate factor in Target Market test than the primary mission test. Furthermore, NCUA offers credit unions that may no longer meet the requirements of the designation a five-year cure period. This multi-year cure period suggests that the NCUA designation is not appropriate for CDFI Certification because Certified CDFIs must demonstrate compliance on an annual basis. The Application offers several alternative means of documenting an Applicant’s primary mission of community development.
3. How the CDFI Certification Application is Effected
2. No changes were made to the Application as a result of these comments.

1. Commenter Category – Requirement for a Board- or Owner-Approved Strategic Plan
4. Summary of Comments
0. A number of commenters recommended elimination or modification of questions related to the CDFI Fund requirement that Applicants submit a board- or owner-approved strategic plan that provides evidence of a community development strategy. They suggested that this requirement may be overly burdensome and costly for smaller CDFIs, especially Native American CDFIs.
4. CDFI Fund Response
1. The CDFI Fund believes that a strategic plan that has been approved by an Applicant’s governing board or ownership is an important measure of the Applicant’s intentionality in fulfilling a community development mission, as well as demonstrating consistency with that stated mission. Although the proposed Application did not reflect any requirements on the size or scope of a strategic plan other than it show evidence of a community development strategy, the CDFI Fund recognizes that such a formal plan may prove significantly burdensome to smaller entities. As an alternative, the final Application will provide Applicants without a board-or owner-approved strategic plan the option of submitting a board- or owner-approved narrative on its community development strategy.
4. How the CDFI Certification Application is Effected
2. The final Application informs Applicants without a board-or owner-approved strategic plan that there is an of the option to submit a board- or owner-approved narrative that describes the community development outcomes that the Applicant believes will result from the provision of its Financial Products and Financial Services, and how those Financial Products and Financial Services lead to the desired outcomes.

1. Commenter Category – Responsible Financing Practices for Mortgage Loan Products
5. Summary of Comments
0. A significant number of commenters objected to some of the CDFI Fund policy standards reflected in the Application related to the characteristics of an Applicant’s mortgage loan products and the Applicant’s underwriting standards. Many of these commenters claimed that the standards would prevent the use of certain loan products, especially those involving balloon or interest-only payments or terms longer than 30 years, that they argued serve a legitimate community development purpose, and recommended greater flexibility. Some of the commenters also asked for greater clarity on the scope of the questions and whether they applied to single family mortgages only, or also to mortgages for commercial real estate, multifamily housing, or community facilities.
5. CDFI Fund Response
1. The CDFI Fund agrees that this section of the Application lacked clarity on the scope of the questions and that the CDFI Fund should collect information about additional conditions under which certain mortgage product characteristics may serve a legitimate community development purpose, that were not captured by the existing questions. As a result, the CDFI Fund engaged in additional extensive consultation with financial regulators to develop revised standards that would be reflected in the Application.
5. How the CDFI Certification Application is Effected
2. The final Application specifies the scope of the questions related to mortgage loan products and draws from Consumer Financial Protection Bureau (CFPB) regulations, as well as stakeholder comments, to limit the types of mortgages to which the questions apply and to include a number of exceptions. In addition, some of the questions will offer Applicants an additional opportunity to demonstrate and explain how a covered mortgage loan product that does not meet one of the current standards should nevertheless be considered consistent with an acceptable community development mission. Furthermore, as noted above, Applicants will be able to request an amendment to the standards for responsible financing practices, which then would then be available to all Applicants and Certified CDFIs.

1. Commenter Category – Underwriting Standards for Consumer, Mortgage, and Small Business Loan
6. Summary of Comments
0. A number of commenters expressed concern over the standard expressed in the Application that require Applicants that offer consumer, mortgage, and/or small business loans to have underwriting standards that assess a borrower’s ability to repay a loan. These commenters suggested that it would limit opportunity for certain borrowers and pointed to the CFPB’s exemption of CDFIs related to the Qualified Mortgage (QM) rule’s ability-to-repay requirements. Other commenters, however, expressed support for the standard and recommended rigorous enforcement and removal of the proposed opportunity for Applicants to justify a failure to meet this standard. Some commenters also asked for greater clarity on the scope of the question as it related to mortgage loan products.
6. CDFI Fund Response
1. The CDFI Fund believes that the use of underwriting standards to evaluate a borrower’s ability to pay back a loan is essential to demonstrating a primary mission of community development and disagrees that an exemption from the specific QM standards means that a CDFI should not have any such underwriting standards. The proposed standards for CDFI Certification do not require that a CDFI meet the QM standards, and the CDFI Fund believes the standard for Certification is sufficiently flexible, including the option to explain how the absence of consideration of a borrower’s ability to pay back a loan serves a community development purpose. However, the CDFI Fund agrees that the proposed Application lacked clarity on the scope of the question as it related to mortgage loan products and the final Application provides greater specificity.
6. How the CDFI Certification Application is Effected
2. Although no changes were made to the form as a result of these comments, the final Application specifies the scope of the questions related to mortgage loan products and draws from CFPB regulation, as well stakeholder comments, to limit the types of mortgages to which the questions apply and to include a number of exceptions. Furthermore, as noted above, Applicants will be able to request an amendment to the standards for responsible financing practices, which then would be available to all Applicants and Certified CDFIs.

1. Commenter Category – Use of the Military Annual Percentage Rate (MAPR) Methodology
7. Summary of Comments
0. A number of commenters objected to questions related to the use of the Military Lending Act’s (MLA) MAPR methodology to meet the Certification standards for loans that exceed a rate of 36%. Instead, they recommended use of the methodology prescribed by the Truth In Lending Act (TILA). Some commenters claimed that the use of MAPR   would require costly systems changes, while others sought clarification as to whether the standard required disclosure and/or reporting of loan-level MAPR data. Some commenters also expressed concern that use of the methodology might limit a lender’s ability to offer small dollar loans or ancillary products such as credit insurance or debt cancellation agreements.
7. CDFI Fund Response
1. The CDFI Fund believes that the MAPR methodology, which captures interest and other charges, including Application fees and participation fees, sets a single standard for all Applicants, and ensures that Applicants do not have incentives to disguise their rates by not including certain fees in calculating the Annual Percentage Rate. The CDFI Fund also, for purposes of Certification, does not require that an Applicant calculate, disclose, or report the MAPR of its consumer loan products unless otherwise required by statute or regulation to do so, and instead only must attest as to whether or not any such loan products “allow for” a MAPR in excess of 36%. If so, Applicants must respond to a set of secondary questions about the loan product’s characteristics. The CDFI Fund believes this approach offers sufficient flexibility for Applicants and CDFIs to offer higher cost loans while still ensuring the safety of such loans for consumers.
7. How the CDFI Certification Application is Effected
2. Although no changes were made to the form as a result of these comments, the final Application clarifies that the CDFI Fund does not require that an Applicant calculate, disclose, or report the MAPR of its consumer loan products unless otherwise required by statute or regulation to do so, and only must attest as to whether or not any such loan products “allow for” a MAPR in excess of 36% MAPR. The CDFI Fund also will provide additional guidance on measures Applicants and CDFIs can take to ensure their consumer loans do not exceed a 36% MAPR or determine such without the use of the MAPR methodology. Furthermore, as noted above, Applicants will be able to request an amendment to the standards for responsible financing practices, which then would be available to all Applicants and Certified CDFIs.

1. Commenter Category - Leveraged Payment Mechanisms
8. Summary of Comments
0. A few commenters requested an exemption for credit unions for questions related to the use of leveraged payment mechanisms for consumer or small business loans with rates that exceed 36%. The commenters noted that that Federal credit unions have a statutory lien (which meets the definition of a “leveraged payment mechanism”) that is applicable to all loans, regardless of whether they are employed. One commenter advocated for making the use of a leveraged payment mechanism a disqualifying factor regardless of rate.
8. CDFI Fund Response
1. The limit on the use of leveraged payment mechanisms is an attempt against some lenders that pressure borrowers to enroll in an auto-pay option or other mechanisms. These tactics can hide high default rates, because as the lender can take the payment even if it has become unaffordable to the borrower. For purposes of CDFI Certification, this limit applies only if an Applicant offers consumer or small business loans that exceed an annual rate of 36%. Because the NCUA already establishes rate caps, Federal credit unions are unlikely to offer loans with rates above 36% and thus are also unlikely to be subject to the limits on leveraged payment mechanisms.
8. How the CDFI Certification Application is Effected
2. No changes were made to the form as a result of these comments. As noted above, Applicants will be able to request an amendment to the standards for responsible financing practices, which then would be available to all Applicants and Certified CDFIs.

1. Commenter Category – Small Business Loan Disclosures
9. Summary of Comments
0. Several commenters expressed strong support for the standard reflected in the Application that Applicants and CDFIs provide, written disclosure of the periodic payment due, the total amount to be repaid and total finance charges over the life of the loan, and the APR for each of their small business loan products. Other commenters, primarily representing regulated institutions, suggested that the loan software systems of banks and credit unions were not set up to make such disclosures. Some objected to what they perceived as the CDFI Fund acting as regulatory authority by setting such disclosure standards.
9. CDFI Fund Response
1. The CDFI Fund is not a regulator and does not presume to regulate the activities of banks or credit unions. However, the CDFI Fund does have the authority to set the standards for CDFI certification and believes that, consistent with a primary mission of community development, a CDFI’s Financial Products should have terms and conditions that are transparent and understandable to the borrower. The CDFI Fund also acknowledges that lenders may incur some cost and will require time to modify their software systems to make the required disclosures, and thus will delay the full implementation of this standard.
9. How the CDFI Certification Application is Effected
2. Although no changes were made to the form as a result of these comments, the requirement for new Applicants to make the listed disclosures will be delayed until January 1, 2026, and for already Certified CDFIs until October 1, 2026.

1. Commenter Category – Treatment of Development Services Toward the Financing Entity Predominance Test
10. Summary of Comments
0. A number of commenters, especially Native American CDFIs, expressed concern that Development Services are not included in the Financing Entity predominance test, which requires that the predominant activity of a CDFI be the provision of Financial Products and/or Financial Services, and that this could lead to their denial or disqualification. Some commenters noted that Development Services are required for CDFI Certification and that many CDFIs spend considerable time providing such services to some of the most vulnerable populations in order to prepare them to become responsible borrowers. These commenters recommended that staff time spent on Development Services be counted as an eligible activity toward the Financing Entity predominance test.
10. CDFI Fund Response
1. The CDFI Fund’s regulation states that “A CDFI shall be an entity whose predominant business activity is the provision, in arms-length transactions, of Financial Products and/or Financial Services,” and thus does not permit counting Development Services toward the Financing Entity predominance test. However, while the CDFI Fund believes that a CDFI should be financing entity that provides Development Services, not a Development Services entity that also provides Financial Products, it has determined that the regulation does permit the disregard of certain assets and activities when measuring an entity’s ability to meet this test. The CDFI Fund does not believe that treating Development Services as a non-disregarded activity separate from the direct provision of Financial Products and/or Financial Services has been a significant barrier to CDFI Certification; however, the CDFI Fund acknowledges industry concern and will allow Applicants to disregard Development Services as part of the Financing Entity predominance test. 
10. How the CDFI Certification Application is Effected
2. The Application will contain questions related to a disregard of Development Services for purposes of the Financing Entity predominance test; however, the Application will also contain questions that will track such services separately from other disregarded activities in order to measure the potential impact of any change to remove that option. The CDFI Fund reserves the right to include Development Services in the Financing Entity predominance test at a future date.

1. Commenter Category – Customized Investment Areas and Non-Metro Counties
11. Summary of Comments
0. Some commenters applauded questions that seemed to close what they called a “loophole” in the Target Market test. Others objected to the policy standard reflected in the Application that Applicants direct at least 85% of any customized Investment Area (CIA) or non-Metro County financing activity within the individually qualified census tracts of the respective geography for activity in the non-qualifying tracts of the geography in order to count toward the 60% Target Market benchmark. Objection to this new standard came primarily from the banking sector and some groups serving primarily rural areas, who cited the challenges of serving rural geographies and stated that imposing these standards eliminates the utility of a CIA and would lead to a large number of banks losing their ability to maintain their certification. Some also argued that lending in a non-qualifying tract contiguous with a qualifying tract may be just as beneficial to the qualifying tract recommended that if there were to be a new standard for lending within a CIA or non-Metro County Target Market that the threshold be set at 60%.
11. CDFI Fund Response
1. The CDFI Fund believes the standards reflected in the Application are an important part of its efforts to strengthen the significance of CDFI Certification and to deepen its impact by encouraging investment in the most distressed communities.  Furthermore, the CDFI Fund does not believe it is appropriate to provide CDFI Certification, which is intended for entities whose activities “are purposefully directed toward improving the social and/or economic conditions of underserved people… and/or residents of economically distressed communities,” to an entity that delivers less than a majority of its investments to non-qualifying areas or populations.  The standard would ensure that at least a simple majority (51%) of the total transactions of a Certified CDFI utilizing only CIAs and/or non-Metro counties would be in census tracts that individually meet the criteria of economic distress. In comparison, entities serving only Pre-qualified Investment Areas must direct at least 60% of their total activity exclusively within qualified census tracts. However, in recognition of the challenges some entities serving non-Metro areas may have in meeting the new standard, the CDFI Fund will provide   a transition period during which such entities may meet a lower benchmark while making any necessary adjustments in their lending practices. During the transition period, Applicants and CDFIs that serve non-Metro CIAs or counties  must direct at least 75% of any non-Metro CIA or county financing activity within the individually qualified census tracts of the respective non-Metro geography for activity in the non-qualifying tracts of the non-Metro geography to count toward the 60% Target Market benchmark. 
11. How the CDFI Certification Application is Effected
2. Although no changes were made to the form as a result of these comments, the Application will allow for a transition period during which an Applicant that serves a non-Metro CIA or county must direct at least 75% of its non-Metro CIA or county financing activity within the individually qualified census tracts of the respective non-Metro geography for activity in the non-qualifying tracts of the non-Metro geography to count towards the 60% Target Market benchmark. Beginning October 1, 2026, an Applicant that serves a non-Metro CIA or county must direct at least 85% of its non-Metro CIA or county financing activity within the individually qualified census tracts of the respective non-Metro geography for activity in the non-qualifying tracts of the non-Metro geography to count towards the 60% Target Market benchmark.

1. Commenter Category – Eligible Development Services 
12. Summary of Comments
0. Many commenters expressed concern that the CDFI Fund’s questions related to eligible Development Services was too rigid and lacked sufficient flexibility. Some of these objections centered on the requirement that Development Services be connected to a Financial Product offered by the Applicant, which commenters feared would disqualify activities such as financial literacy training, especially for youth, if the Applicant did not offer a Financial Product connected to the activity. Others saw the CDFI Fund’s use of the term “formal and structured,” as a substantive change over current practice and feared it would limit CDFIs from receiving credit for delivering informal and customized technical assistance, in describing eligible Development Services. Commenters representing regulated CDFIs also recommended including Development Services connected to an entity’s Financial Services (and not just the entity’s Financial Products) among the list of eligible activities. Many banks and credit unions, they stated, provide extensive financial education, especially to un- and under-banked individuals in order to help them to establish safe and affordable bank accounts and eventually help the accountholder qualify for a loan. 

12. CDFI Fund Response
1. Per regulation, Development Services must be directed toward the use of the Applicant’s Financial Products or Financial Services and not those of another entity. Development Services are defined in the CDFI Fund’s regulation as “activities undertaken by a CDFI, its Affiliate or contractor that promote community development and shall prepare or assist current or potential borrowers or investees to use the CDFI's Financial Products or Financial Services.” The CDFI Fund believes that the proposed Application, which does not reflect a change from current policy on what could be considered an eligible Development Service, offers sufficient flexibility to Applicants to demonstrate that they offer at least one eligible Development Service to their customers, including certain one-one-one training. However, the CDFI Fund agrees that greater clarity in the instructions is necessary. The CDFI Fund also agrees that Development Services connected to an entity’s Financial Services could be considered an eligible activity.
12. How the CDFI Certification Application is Effected
2. The Application has been modified to allow Depository Institution to identify financial education as a Development Service if it promotes opening a depository account or building savings in an account with the Applicant, as well as to allow Applicants to provide a description of the Development Service and how it prepares the current or potential customers, borrowers, or investees to use at least one Financial Product or Financial Service. In addition, the Application instructions seek to provide greater clarity on what constitutes an eligible Development Service, the conditions under which an activity may be considered eligible, and the distinction between a Development Service and routine customer service.

1. Commenter Category – Means of Accountability
13. Summary of Comments
0. A number of commenters recommended expanding questions that collect information on an Applicant’s board members accountability to a Target Market. Many of these commenters recommended that the opportunity to demonstrate accountability be expanded to include other staff of a third party, mission-driven organization that primarily provides services to certain Target Markets, and not just the executive staff, who are not necessarily more knowledgeable of or accountable to a Target Market than others in the organization. Similarly, some commenters recommended that a board member’s participation on the governing or advisory board of a third-party organization should also be accepted as a means of demonstrating accountability to a Target Market. Such board members, they argued, can offer expertise in areas like finance or real estate while demonstrating accountability through work with organizations serving low-income people and places.
13. CDFI Fund Response
1. The CDFI Fund agrees that status as a staff member of a third party, mission-driven organization that primarily provides services to certain Target Markets is a sufficient means of accountability to those Target Markets. The CDFI Fund disagrees, however, that membership on a third-party organization’s governing or advisory board alone is a sufficient means of accountability to a Target Market. Although, such board members may bring valuable expertise to a CDFI’s board and are not prohibited from serving on a CDFI’s board, the CDFI Fund believes that such board members, especially in the case of investor board members, are more likely to be accountable to their employer than to the Target Market.
13. How the CDFI Certification Application is Effected
2. The Application has been modified to include questions about the status of staff members of a third party, mission-driven organization that primarily provides services to certain Target Markets as means to assess accountability.

1. Commenter Category - Financial Interest Conflicts with Accountability
14. Summary of Comments
0. A number of commenters objected to certain questions about financial conflict that limit on a board member’s ability to serve as accountable to a Target Market, including restrictions on members that receive financial compensation for their board service and members with active Financial Products from the Applicant. Many pointed out that it is industry-standard for regulated institutions to compensate their board members for their service. Others noted that affirmative answers to some questions would effectively prohibit virtually all members of credit union governing boards, which are made up of the credit union’s own members, from being recognized as accountable. They pointed out the same issue for CDFI intermediaries whose board members are employees of other CDFIs that have received a Financial Product from the CDFI intermediary.
14. CDFI Fund Response
1. The CDFI Fund's financial interest policy for CDFI Certification Accountability is intended to prevent board members with certain types of financial interest in an organization (either directly or via a family member) from being considered accountable to any Target Market component, as the financial interest may conflict with a board member's ability to effectively represent the interests of the Target Market. However, the CDFI Fund agrees that compensation for board service and/or an active Financial Product from the Applicant should not disqualify a board member from accountability to a Target Market.
14. How the CDFI Certification Application is Effected
2. Restrictions and questions on financial compensation for board service and active Financial Products from the Applicant have been removed from the Application and replaced with a question on whether the Applicant has policies requiring such board members to recuse themselves from any decision or meeting that may involve decisions, directly or indirectly, on their Financial Product or relationship.
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