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No time to discuss

Collective review process for Depository
Institutions

Sub-section Zero pre-submission
determinations for TMs, TM verification
practices, and responsible product
exceptions

Unique Bank, Credit Union and Native CDFI
Requirements

Spin-offs



WHAT’S THE URGENCY

e Critical submission deadlines

e Time-sensitive application content

e Required Governing Board approvals/changes
e Financial statement timelines

e ACRs, TLRs, and Audits must consider new
certification requirements

e The bigger the CDFI the longer it takes



SUBMISSION DEADLINES

CDFTI's Fiscal Year Full-Length TLLR General Reapplication
End (FYE) Date Reporting Due Date Submission Deadline Window
9/30/2024 3/31/2025 March 3, 2025 to May 31, 2025
12/31/2024 6/30/2025 July 7, 2025 to September 30, 2025

2-months for May 31 and 6-months for September 30th submissions.

Board and staff education decision-making, board approvals, board
changes, TLR, application prep and input



URGENCY:
TIME-SENSITIVE CONTENT

* Sam.gov must be current

 Board-approved Mission Statement must be in
effect for 6 months. March 31 deadline for
CDFIs with FYE 12/31

 YTD Financial statements must be within 45-
days of submission

* Advisory and Governing Board data must be
current within 45-days of submission

» Staffing data should be current within 90 days.

* No room for TLR mistakes — start early.



URGENCY: !
REQUIRED BOARD-APPROVED DOCUMENTS

Submitted Documents: Not Submitted, but attested to

resolution showing board — electmgf%\ljll Fu‘,lfﬁl pi,e'
o approve verification

approved mission statement ethods and new TM

* Strategic plan or board - accountability methods
approved community evidenced by Board survey
development strategy atfirming member TM

accountability

* Operating Agreement
between the Applicant and a

Controlling Certified CDFI,
if applicable e Board Conflict of Interest

Policy

* Board- approved Advisory
Board policies, if applicable




URGENCY:
Application is extensive
LINKS:
https://www.cdfifund.gov/p
) rograms-
AbOU.t 0 pages training/certification/cdfi/a
» Requires board approvals and document uploads pply-step

* Financial data requirements are time-consuming hetps://www.cdfifund.gov/p

rograms-
training/certification/cdfi/w

Application educational materials are also ..
extensive

* 2 Applications, Multiple FAQs, 15 Webinars and
PowerPoints, AMIS guidance, Compliance

Guidance, and Supplemental Guidance on New TM ‘
Assessment Methodologies



https://www.cdfifund.gov/programs-training/certification/cdfi/apply-step
https://www.cdfifund.gov/programs-training/certification/cdfi/apply-step
https://www.cdfifund.gov/programs-training/certification/cdfi/apply-step
https://www.cdfifund.gov/programs-training/certification/cdfi/apply-step
https://www.cdfifund.gov/programs-training/certification/cdfi/apply-step

WHAT HASN'T CHANGED?

Certified CDFIs must:

1.
2.

SBN B g B

Be a legal entity

Have a primary mission of promoting
community development

Be a financing entity

Primarily serve one or more Target Markets
Provide Development Services

Maintain accountability to Target Market(s)

Be a non-government entity
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WHAT HASN'T CHANGED?

Certified CDFIs must:

* Deploy 60% of annual lending dollars and
60% of number of loans to Target Market
Borrowers

* Attest to meeting all certification
requirements annually through the Annual
Certification Report

e Submit an annual Transaction Level
Report (TLR) on lending activity *




WHAT HAS
CHANGED?
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LEGAL ENTITY

Each entity must have a Unique Entity
Identifier (UEI) and EIN
* Verity your UEL EIN, and Legal name in AMIS

Each entity must have a current SAM.gov
account
* Check status at www.SAM.gov

Do not open your application until you have confirmed all
legal items are correct as the application self-populates


http://www.sam.gov/
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COMMUNITY DEVELOPMENT MISSION

WHAT HAS
CHANGED?

* Mission statement must clearly state community
development objective(s)

* Mission must be part of legal documents or a
board-approved resolution

* Must be in place for 6 months prior to
submission

* Controlling affiliates must have a supporting
mission.




WHAT HAS
CHANGED?

COMMUNITY DEVELOPMENT MISSIOﬁ

Misson must be supported by a board-approved
strategic plan and/or supplemental community
development plan that:

v’ Identifies CDFI Target Markets and their needs

v’ States community development goals and a
plan for accomplishing goals

v' Explains how financial products and
development services improve social/economic
conditions of TM



WHAT HAS
CHANGED?
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FINANCING ENTITY

* Only1loanis required to apply for certification.
“at least one eligible financial product as of the first day of
its most recently completed full 12-month fiscal year”.
Verified by loan closing documents.

* Lending assets and staffing must be a preponderance
rather than a majority.

 Development Services staff no longer considered part

of lending staff
 Fundraising now considered part of lending staff

e Staff time working on grants and off-balance sheet
financing must be excluded
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FINANCING ENTITY

WHAT HAS e Audited financials are not required
CHANGED?

 The financial statements can be consolidated but must
show the Applicant’s financial information separately and
distinctly from all other entities (i.e., that reflect the
Applicant’s financial position on its own, excluding all
other entities such as Affiliates)

 Applicant’s entity name should show clearly in the
document and the financials must cover the correct most
recently completed fiscal year timeframe and current YTD
2025 dated within 45 day of submission.




WHAT HAS
CHANGED?
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FINANCING ENTITY
— Responsible Lending Practices

Ineligible practices clearly identified

CDFls must evaluate borrowers’ ability to repay loans
Interest rates capped at 36% APR for business and
consumer loans

Prohibits the sale of consumer and business loans to a
debt buyer

Restricts balloon payments and terms >30 years on
mortgage loans

Beginning Jan 1, 2026, small business loans must
provide disclosure statement with interest rate and
term, total financing fees, total repayments due over
the life of the loan



SERVE CDFI 7

TARGET Service Area

MARKET(S) » All CDFI’s will have a national service area, but
WHAT HAS can continue to target current markets
CHANGED? » National Board representation is not required

Three New Target Market Options
» Filipino

* Vietnamese

* Persons with Disabilities




SERVE CDFI 18

TARGET CDFls must use Pre-approved Target
MARKET(S) Market Assessment Methodologies

e Methods used by CDFIs to verify a borrower is a member
WHAT HAS of a qualified Target Market have been standardized. Your
CHANGED? current systems may or may not meet requirements.

 CDFI Fund has published detailed guidance on this is

separate document ( Sept. 2024 most current)

https://www.cdfifund.gov/sites/cdfi/files/2023-
12/PreApproved TM Assessment Methodologies December2023 Final.pdf

 GBs must adopt and staff must implement and document
use of these new methods.

* Investment Area method remains unchanged



https://www.cdfifund.gov/sites/cdfi/files/2023-12/PreApproved_TM_Assessment_Methodologies_December2023_Final.pdf
https://www.cdfifund.gov/sites/cdfi/files/2023-12/PreApproved_TM_Assessment_Methodologies_December2023_Final.pdf

FINANCIAL STRATEGY AND RESEARCH

PRE-APROVED
TARGET MARKET

W ASSESSMENT

METHODOLOGIES

GUIDANCE FOR DETERMINING
TARGET MARKET TYPE FOR
ASSESSING TARGET MARKET
ACTIVITY AND
ACCOUNTABILITY

UPDATED SEPTEMBER 2024

Contents

PURPOSE ...

TARGET MARKET ...

TARGET MARKET TYPE:
TARGET MARKET TYPE:
TARGET MARKET TYPE:
TARGET MARKET TYPE:
TARGET MARKET TYPE:

OTP-AFRICAN AMERICAN
OTP-HISPANIC

OTP-NATIVE AMERICAN
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TARGET MARKET TYPE: OTP-OTHER. PACIFIC ISLANDER
TARGET MARKET TYPE: OTP-FILIPING
TARGET MARKET TYPE: OTP-VIETNAMESE
TARGET MARKET TYPE: OTP-PERSONS WITH DISABILITIES
TARGET MARKET TYPE: OTP-CERTIFIED CDFIS
TARGET MARKET TYPE: LOW-INCOME TARGETED POPULATION (LITP) ..o
TARGET MARKET TYPE: INVESTMENT AREA (1A)
APPENDIX: FREQUENTLY ASKED QUESTIONS
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2) Why 15 lhe use of the visual obser'.'ation of surname assessmenl rnetlmdolr:ngy allowed

6)  What are the U.S. Census Bureau relevant types of income received by family

members? 7
7} What are the allowable forms of government-issued photo identification and
documentation that may be used to demonstrate proof of primary residence?.. .o i9
#)  Are any businesses excluded from counting toward a Target Market? ..oooirncnnn 41
9 What are the definitions of the organization types that are approved Low-Income
Orgamzation Proxies?.... 41




SERVE CDFI Methods for Verifying OTPs have 20

TARGET changed
MARKET(S)

* Visual observation or surname affirmation of African
WHAT HAS e e oo Sl e e
CHANGED? 5 5 P 535

loan borrowers.

*  Borrowers must self-report OTP status




SERVE CDFI

Low-Income Target Population 21
TARGET Assessment Methods have Changed
MARKET(S)

 Change from Household to Family income
WHAT HAS
CHANGED? * Proxies introduced for lending to LI-serving nonprofits

and for LI community facilities

* Loans for affordable housing now require that 50% of
loan dollars serve low-income people at or below
80% AMI

* Pre-development/ and other non-permanent
financing requires written commitment from
borrower that at least 50% of units will be restricted
for low-income people




PROVIDE
DEVELOPMENT
SERVICES

WHAT HAS
CHANGED?
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DEVELOPMENT SERVICES CLARIFIED

* Must provide at least one development service at least
once a year that prepares or assists current or prospective
borrowers to access or successfully use the Applicant’s
financial products. DS recipients need not actually become
borrowers

 (Can be delivered in a classroom setting or one-on-one, in
person or online, and with or without a live instructor or

facilitator.

 Does notinclude assistance with applications, referrals,
newsletters, marketing events, unstructured training or
conversations
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MAINTAIN ACCOUNTABILITY TO
TARGET MARKET

e GB and AB members CANNOT be accountable to LITP
WHAT HAS and Investment area TMs by serving on the Board of
CHANGED? Directors of a TM-serving nonprofit.

Current GB/AB members may no longer be accountable.

» Staff members of a TM-serving nonprofit qualify as
accountable

* Applicant CDFI and Aftiliate staff do not qualify.
* New Boards must be created in AMIS and linked to the
recertification application.




MAINTAIN
ACCOUNTABILITY
TO TARGET
MARKET

WHAT HAS
CHANGED?
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Governing Boards must participate in
Target Market Accountability

Gov. Board ONLY

At least 33% of GB members

must be accountable to the
Target Markets

At least one GB member
must be accountable to each
proposed TM

GB members may be
accountable to more than
one TM, but 33%
requirement just still be met

Gov. Board + Advisory Board

At least 20% of GB members

must be accountable to the
Target Markets

1 GB member must serve on
AB

Min of 5 AB members with
60% accountable to TMs

At least one AB member
must be accountable to each
proposed TMs

AB meets 3x year and has GB
—approved policies



WHAT HAS
CHANGED?
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BE a NON-GOVERNMENT ENTITY

No change to requirements.

Entities can created by, or formed in partnership with a
government or government-Controlled entity, or receives
substantial assistance from a government entity may be a
CDFI, provided it is not Controlled by such entities and
maintains independent decision-making authority over its
activities.

GB/AB member officials must be identified in application.



DOCUMENTATION/RECORD KEEPING 26
REQUIREMENTS

CDFlIs or Applicant CDFIs must have policies describing:

1. Assessment methods used to determine the transaction
1s Target Market directed

2. AB/GB Accountability Methods and Outcomes

3. Financial Products should not harm consumers, be
affordable and originated based upon an assessment
of whether a borrower is able to pay back a loan and
have terms and conditions that are transparent and
understandable to the borrower.

Records should be maintained for a min of S years.

https://www.cdfifund.gov/programs-
training/certification/cdfi/reporting-step
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IMPACT OF CHANGES ON STAFF AND BOARDS

n

. Changes to Advisory and/or Governing Board membership may be

needed

. Responsible lending policies need to be verified/ implemented
. Loan document language may need to be modified e.g., LITP

requirements, Lending Disclosure statements

. Pre-approved TM verification methods need to be adopted and put

into place

. Staff needs to be trained on new protocols
. Bord of Directors need to be educated on changes and new

accountability requirement
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HOW TO APPROACH THE APPLICATION

Ensure your audit provides nonconsolidated statements for CDFI
activities without affiliates

Educate your self. Review the application. Review materials on CDFI
website. Make sure to read latest versions e.g. New FAQs issued March
17t 2025. Watch You-Tube webinars

Don’t do this alone. Ask lending and finance teams to assist and use the
opportunity to educate them on changes.

Inform the Governing Board on changes and their new role
Identify deficiencies and challenges. Adress these first.
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HOW TO APPROACH THE APPLICATION

Develop a time line working back from the submission due date
Make a Key decision on which TMs you will propose

Prepare the TLR early to ensure you meet the 60% TM thresholds
|dentify dates for board education and approvals

Verify financial statement timing

Select a Development Service that meets requirements

Verify a preponderance of lending staffing and assets



SOy F g
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TRANSACTION LEVEL REPORT (TLR)

. The application will not open until you have submitted and certified the

TLR

The TLR pre-populates 60% lending to TM threshold data in the application
for the applicant’s most recently completed FY.

TLR determines eligibility for certification. To maintain Certification,
Certified CDFIs must demonstrate compliance with the Target Market
percentage benchmarks each fiscal year. Do not fail this criteria.

Add new TMs if needed to meet 60% thresholds.

Use the pre-approved assessment methods to prepare the TLR.

TLR looks a new TM coding and disregards current geographic limits.
Use the Full-length TLR. New CDFIs and CDFIs without an active award
will use an abbreviated TLR.



APPLICATION COMPONENTS

Eligibility Determinations - Now a Separate Application
Board creation in AMIS

Basic Information — Demographics, Products, Aftiliates
Legal Entity

Primary Mission

Financing Entity

Target Market

Development Services

9. Accountability

10. Non-Government Entity

11. Narratives

12. Required documents

O AN

31



APPLICATION IN AMIS

NP =

Will not open until TLR is certified

Section Zero Application is open now

No new changes are expected

Most glitches have been corrected — missing narratives

You can create Board in AMIS now and put on hold

Financing Entity section is time consuming and instructions are
somewhat confusing. Practice with an early set of financials —
especially if you’re filing close to the deadline.

Make sure all other AMIS data is correct as sections of the
application are prepopulated from other areas of AMIS

32
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FINAL TIPS & TAKEAWAYS

* Start now if you haven’t already
 Educate yourself, your staff, and Board ASAP

e Prioritize the TLR

 Assess GB/AB accountability immediately and address deficiencies if
any

» Work section by section
* Draft polices as you work though the application

* GB and Legal departments have posed the biggest challenges to
completion



Q & A SESSION

THANK
YOU!

Debra Sanchez Reed
210-977-8379
Dsreed@satx.rr.com

This Power Point will be
made available to you.
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