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EXPLORING HOW COMMUNITY DEVELOP-
MENT FINANCIAL INSTITUTIONS SUPPORT 
UNDERSERVED COMMUNITIES 

WEDNESDAY, JANUARY 5, 2022 

U.S. SENATE, 
COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS, 

SUBCOMMITTEE ON HOUSING, TRANSPORTATION, AND 
COMMUNITY DEVELOPMENT, 

Washington, DC. 
The Subcommittee met at 10 a.m., via Webex, Hon. Tina Smith, 

Chair of the Subcommittee, presiding. 

OPENING STATEMENT OF CHAIR TINA SMITH 

Chair SMITH. Good morning. I call the Subcommittee on Housing, 
Transportation, and Community Development to order. 

Today, we are going to take a look at Community Development 
Financial Institutions or CDFIs. Our hearing will explore how the 
Federal Government can help support their innovative work and 
how we can work together to address some of the challenges faced 
by underserved communities when it comes to accessing capital 
and the financial system. 

The COVID–19 pandemic has not been the great equalizer. It 
has laid bare the disparities in our society that existed before the 
pandemic, and too often it is Black and Brown and indigenous fam-
ilies who have faced the most significant burdens. 

But the economic disparities did not start, as I said, during the 
pandemic. According to the Federal Reserve, as of 2019, a typical 
Black family’s net worth was just 15 percent of a typical White 
family’s worth; a typical Hispanic family’s net worth was about 19 
percent of a White family’s; and, the typical net worth for Native 
American families is also just a fraction of the typical White fam-
ily’s. While there are many causes for this great inequity, one fac-
tor is a lack of access to capital and to financial services for people 
of color, indigenous communities, and in small towns and rural 
places. 

When the CDFI Fund, the Federal agency that oversees CDFI 
programs, when it was established in 1994, there were about 80 
CDFIs. Today, there are more than a thousand, many with innova-
tive models that were not even imagined when the CDFI Fund was 
first established, and they have played a critical role in bringing 
capital and financial services to a wide variety of underserved com-
munities, from urban areas to small towns and rural places to trib-
al lands. For instance in Minnesota, the African Development Cen-
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ter helped fund two malls that have more than 450 African small 
businesses and over 500 jobs. 

The Indian Land Company, the ILCC, Indian Land Capital Com-
pany, forgive me, made a loan of nearly $1 million to the Lower 
Sioux to allow them to expand their land by about 10 percent. I ap-
preciated the opportunity to visit with them last summer and learn 
about this project. 

And in 2018 I visited University Enterprise Labs, which was 
funded in part by Sunrise Banks, which is a certified CDFI, with 
support from the New Markets Tax Credit Program. Those funds 
have helped expand the cutting-edge life sciences incubator in an 
area that is currently shared by industrial uses and students on 
the border of St. Paul and Minneapolis. 

With their successful track record of reaching underserved com-
munities, Congress has looked to CDFIs as effective community de-
velopment organizations to implement programs. So here is just a 
few examples: 

In 2000, Congress enacted the New Markets Tax Credit, which 
provides tax incentives to allow CDFIs to work on economic devel-
opment projects in economically distressed areas. That program 
has proven successful, and I am glad to be a supporter of bipar-
tisan legislation from Senator Cardin and Senator Blunt to update 
and expand that tax credit. 

During the Great Recession, Senator Menendez offered legisla-
tion to establish the CDFI Bond Guarantee Program. The bond 
guarantee program provides stable, long-term sources of capital for 
CDFIs without any subsidy from taxpayers. Earlier this week, Sen-
ator Rounds and I introduced legislation to make that program per-
manent and to adjust some of its loan requirements to make it 
more accessible to smaller CDFIs who might want to participate. 
I am looking forward to hearing from our witnesses today about 
how our legislation could make a difference for community develop-
ment. 

In 2020, Congress set aside $25 billion of PPP lending for CDFIs 
to distribute because CDFIs have relationships with many commu-
nities that banks and credit unions just were not able to reach. 
CDFIs made more than 100,000 PPP loans in the first months of 
that program, and that effort was critical to helping thousands of 
small businesses stay afloat. 

In addition, in the bipartisan, year-end funding package that we 
enacted at the end of 2020, Congress made an historic investment 
in CDFIs and Minority Depository Institutions, providing rapid re-
lief grants. As a result of that program, 27 Minnesota CDFIs re-
ceived grants totaling $38 million, funds that will be invested in 
our State to support new lending and services. Senator Warner 
played an important role in getting this investment enacted, and 
I know that many of us supported the work that he has done. I 
look forward to hearing from our witnesses today about how that 
funding is making a difference in their communities. 

So before I turn to Senator Rounds, I would like to thank Mike 
for being such a good partner in planning and organizing this hear-
ing. As you were saying at the beginning, this is a hearing where 
we tend to focus on what we can find agreement on, on where we 
can find common ground, and approach this from a perspective of 
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solutions, and that is very important. I know that we have a 
shared interest in building strong communities in our States and 
around the country and especially in supporting economic develop-
ment and access to capital in the indigenous communities that both 
of our States share. 

As I mentioned before, yesterday we joined together to introduce 
together legislation to update the CDFI Bond Guarantee Program 
to make it more available for smaller CDFIs. And we have also 
done legislation together to support access to mortgages for Native 
Americans in a partnership between CDFIs and the U.S. Depart-
ment of Agriculture. So I am hopeful that today’s hearing will help 
us identify additional areas where we can work together and pave 
a path to advancing these important pieces of legislation and oth-
ers that we will hear about today. 

So, Senator Rounds, thank you so much for your partnership, 
and you are now recognized. 

OPENING STATEMENT OF SENATOR MIKE ROUNDS 

Senator ROUNDS. Thank you, Madam Chair, and let me recip-
rocate as well. I most certainly have appreciated the opportunity 
to work directly with you and your team. I think this is the way 
the legislative process should work, and I have appreciated your 
openness to having these discussions. And I look forward to addi-
tional legislation being an item that can be moved forward from 
this Subcommittee and perhaps actually making some very positive 
changes throughout the Midwest and hopefully across the rest of 
the country. So I thank you for your leadership, and I thank you 
for your interest in cooperating and in working together. 

I also want to thank our witnesses for taking the time to vir-
tually attend today’s hearing. I would especially like to thank Ms. 
Lakota Vogel, from my home State of South Dakota, for her will-
ingness to testify. I look forward to hearing from all of you. 

Community Development Financial Institutions, or CDFIs, are 
critical in rural South Dakota as they provide services to the un-
derserved communities that often fall through the cracks of our 
traditional financial systems. It is because of these institutions that 
many can buy their first home or launch a business that will bring 
much-needed jobs to a rural community. 

Today, however, I mainly want to focus my remarks on the im-
pact Native CDFIs have on Native populations as well as the chal-
lenges which they still face. Native CDFIs are unique because they 
are anchored in local culture and are passionate about creating op-
portunities for long-term growth. As members of the community 
themselves, staff members know how to bridge the gap between 
cash economies and traditional financial products. They also play 
an important role in laying the groundwork for new investment in 
Native communities by providing access to capital financial assist-
ance and literacy. This results in new Native-led businesses, oppor-
tunities for entrepreneurship, and additional jobs. 

Oftentimes, Native CDFIs are the first encounter Native families 
and individuals have with financial institutions. Because Native 
CDFIs serve a large unbanked population, they will often refer in-
dividuals to a local bank to open an account, many of whom are 
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the first in their generation to do so and begin a journey toward 
financial stability. 

A recent study by the Minneapolis Fed found that trust between 
a borrower and a lender is critical for a successful loan. And since 
Native CDFIs design their services to include a cultural element, 
they can better build that trust. By providing financial workshops, 
training, and counseling that integrates cultural values in commu-
nity-specific situations, Native CDFIs lead to more robust credit 
building. 

The Minneapolis Fed researchers also found that establishing 
Native CDFIs on or near reservations can improve individuals’ 
credit outcomes. What is best for the 5,000-person town of Eagle 
Butte, South Dakota, is different from what is best for Native pop-
ulations in the Black Hills of South Dakota. And since they are 
able to tailor their programs to their specific community, they find 
more success. 

The Minneapolis Fed reported that adding just one Native CDFI 
staff member per 1,000 residents leads, on average, to a 45-point 
increase in the Equifax risk score of individuals who have low cred-
itworthiness. 

Even though our Native CDFIs are able to be effective, they still 
face challenges. Adequate capital access continues to be a problem 
as demand in Native areas is outpacing supply. The Chair and I 
have worked on several pieces of legislation to try to increase ac-
cess to this much-needed capital. Last year, we introduced the Na-
tive American Rural Homeownership Improvement Act, which 
would expand the USDA 502 lending pilot program, where USDA 
partnered with Native CDFIs to employ loans to eligible Native 
borrowers. Senator Smith and I also introduced legislation today 
that would lower the minimum bond offered by the CDFI Bond 
Guarantee Program from $100 million to $25 million in order to in-
crease access to smaller CDFIs, like Native CDFIs. These are just 
a few of the ways we have tried to address this problem, and I look 
forward to exploring this issue and others during this hearing. 

Again, we welcome all of you here today to our first Sub-
committee hearing of 2022, and I look forward to hearing from our 
witnesses on Native CDFIs and traditional CDFIs. 

Thank you, and thank you, Madam Chair. 
Chair SMITH. Thank you so much, Senator Rounds. 
I am now going to introduce our witnesses. I am so grateful to 

all of you for joining us today. I will introduce all three of you at 
once and then turn to each of you to make your opening state-
ments. 

First, I would like to welcome John Holdsclaw, IV, as President 
of the CDFI Coalition and Executive Vice President of Strategic 
Initiatives at the National Cooperative Bank in Washington, DC, 
Welcome, Mr. Holdsclaw. 

I am delighted to welcome Frank Altman, who is the founder and 
CEO of Community Reinvestment Fund, USA, based in my home-
town of Minneapolis, Minnesota. Welcome, Frank. 

And also, it is wonderful to have join us today Lakota Vogel, who 
is Executive Director of the Four Bands Community Fund in Eagle 
Butte, South Dakota. Welcome, Lakota, Ms. Vogel. 
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Welcome to all of you for your willingness to speak with us 
today. 

And before you begin your opening statements, I have a few re-
minders. Once you start speaking, there will be a slight delay be-
fore you are displayed on the screen. And to minimize any back-
ground noise, please click the mute button until it is your turn to 
speak or to ask questions. 

You should all have one box on your screens labeled ‘‘clock’’ that 
will show how much time you have remaining. For witnesses, you 
will have 5 minutes for your opening statements, and your full 
written statements will be made part of the record. For all Sen-
ators, the 5-minute clock applies for your questions. When you 
have about 30 seconds remaining for your statements or questions, 
you will hear a little bing, a little bell ring to remind you that your 
time is almost expired. It will ring again when your time has ex-
pired. 

And if there is any technology issue, we will move to the next 
witness or Senator until we get it resolved. 

To simplify the speaking order process for Senators, Senator 
Rounds and I have agreed to go by seniority for this hearing as we 
are fully virtual, and we will proceed first through Subcommittee 
Members by seniority and then turn to any non-Subcommittee 
Members in order of seniority who wish to ask questions. 

I will now turn to Mr. Holdsclaw for 5 minutes for your opening 
statement. 

STATEMENT OF JOHN HOLDSCLAW, IV, PRESIDENT, CDFI 
COALITION, WASHINGTON, D.C. 

Mr. HOLDSCLAW. Thank you, Chairwoman Smith, Senator 
Rounds, and Members of the Subcommittee. My name is John 
Holdsclaw, IV. I am the President of the CDFI Coalition and EVP 
of Strategic Initiatives at the National Cooperative Bank. Thank 
you for this opportunity today to testify on the CDFI Fund and the 
success of CDFIs in delivering financial services to underserved, 
low-income, urban, rural, and Native communities. 

The CDFI Coalition is a national membership organization made 
up of more than 150 organizations, including loan funds, commu-
nity development banks, community development corporations, 
venture funds, microlenders, Native American organizations, and 
credit unions. 

The Fund was established in 1994 as a key policy apparatus for 
revitalizing disadvantaged communities, especially those hit very 
hard during the COVID pandemic. However, before the pandemic, 
low-income communities, rural, tribal, and communities of color 
faced significant obstacles in accessing financial services. Today, 
the Fund has more than 1,300 certified CDFIs across the country, 
providing community development and lending services in all sizes 
and types of communities. These CDFIs leverage $12 in private 
capital for every dollar in Federal support. 

In fiscal year ’22, the CDFI Fund financial assistance awards un-
leashed $39 billion loans and investments to 125,000 businesses 
and millions of individuals. They financed 50,000 units of afford-
able housing and thousands of nonprofits and facilities. Native 
CDFIs have made $1.6 billion in loans and investments. 
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In regards to PPP, or the Paycheck Protection Plan, Congress es-
tablished a set-aside. And according to SBA, through May of 2020, 
CDFIs, or community financial institutions including CDFIs, made 
1.3 million PPP loans totaling $30 billion or 21 percent of all the 
loans. The average loan size was $21,000 compared to $41,000 
across all other lending classes. For example, 78 percent of all com-
munity financial institution PPP loans went to businesses request-
ing less than $250,000. Moreover, 15.7 percent of all of those com-
munity financial institutions-made loans were made to businesses 
in rural communities, closely keeping with the 16.6 percent of all 
the loans that went to rural businesses. 

So with the recent growth in the industry, it presents both oppor-
tunities and challenges. The Federal Government—and thank 
you—has made an unprecedented investment into CDFIs over the 
past several years with the hope of scaling the industry and ex-
panding its impact. However, Congress and the CDFI Fund can do 
more to scale the CDFI movement while ensuring that certified 
CDFIs maintain their role as trusted, mission-driven lenders in un-
derserved communities. 

The CDFI Coalition urges Congress to provide $1 billion in an-
nual appropriations for CDFI assistance programs through the 
CDFI Fund. The CDFI Coalition urges Congress to invest more in 
CDFIs by increasing the annual authorization level to $1 billion for 
the CDFI Fund. We believe that this will result in the financing 
of an additional 100,000 affordable housing units, thousands of 
loans and investments in childcare centers, health centers and 
community facilities, nearly 2 million consumer and home owner-
ship loans, and hundreds of thousands of loans in investments in 
businesses in targeted areas. 

The CDFI Fund also strongly encourages Congress to build the 
administrative capacity of the Fund. To sustain the recent momen-
tum and growth in the industry, Congress should provide addi-
tional resources to the agency to administer a growing portfolio of 
financial assistance awards, bonds, and tax credits. 

We also support the Bond Guarantee Improvement Act—thank 
you, Senator Smith, and thank you, and Senator Rounds—that was 
introduced yesterday. The permanent extension and other improve-
ments contained in that legislation have the potential to further 
prompt revitalization in distressed and rural communities. 

All said, thank you again for the opportunity to be here today to 
talk about the impact of community financial institutions, Commu-
nity Development Financial Institutions or CDFIs, and I welcome 
the opportunity to answer any questions that you may have. Thank 
you. 

Chair SMITH. Thank you so much. Now we turn to Mr. Altman. 

STATEMENT OF FRANK ALTMAN, FOUNDER AND CEO, COMMU-
NITY REINVESTMENT FUND, USA, MINNEAPOLIS, MIN-
NESOTA 

Mr. ALTMAN. Thank you, Chair Smith, Ranking Member Rounds, 
and distinguished Members of the Subcommittee. I am pleased to 
participate in this important hearing to discuss the role of CDFIs 
in supporting underserved communities. 
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I am Frank Altman, CEO and cofounder of Community Reinvest-
ment Fund. We are a national CDFI based in Minneapolis whose 
mission is to help improve lives and strengthen communities 
through innovative financial solutions. We were certified as a CDFI 
in 2009. However, we have been active as an organization since 
1988. So we have been around for more than 30 years working in 
these markets. 

CRF has been the beneficiary of six financial assistance awards 
and the rapid response grant. We have received $919.5 million in 
New Markets Tax Credit allocations across—since the beginning of 
the NMTC program, and we have also issued $940 million in bonds 
on behalf of 8 CDFIs as a qualified issuer for the CDFI Bond Guar-
antee Program. Since our founding, we have deployed more than 
$3.5 billion in financing in serving more than 2.3 million people, 
and we have made loans to small businesses in more than 1,000 
mostly low-income communities in all 50 States and the District of 
Columbia, creating or preserving more than 156,000 jobs. 

Early on, in response to the need for liquidity for revolving loan 
funds and organizations that were lending in these communities, 
we created the first secondary market for community development 
loans and issued the first asset-backed securities collateralized by 
these assets. Our vision was to connect community-based lenders 
to private investors in the public capital markets, and we continue 
to work toward that effort. 

Over the years, we have funded more than 9,000 small business 
loans, two-thirds of which went to businesses owned by women or 
people of color. And our deep expertise in small business lending 
led us to obtain an SBA nonbank national 7(a) license, one of now 
three nonbank CDFIs offering this product nationally. 

Today, I want to focus my remarks particularly on the work that 
we have done both nationally and in Minnesota to reflect on what 
we have learned. CRF has a long history of partnering with other 
CDFIs. We have worked with more than 250 CDFIs and develop-
ment finance agencies over the years, both nationally and in the 
Twin Cities. 

And in Minneapolis, more than a decade ago, we made more 
than 100 subordinate loans to support small businesses along Lake 
Street, Franklin Avenue, and primarily in the Phillips and 
Powderhorn Park neighborhoods. We did this in partnership with 
local banks and other CDFIs, and our joint efforts revitalized these 
neighborhoods, resulting in a 62 percent decline in crime from 1988 
to 2009 and rising property values. This lending laid the founda-
tion for a major redevelopment project, the Midtown Exchange, a 
former Sears distribution center, long vacant more than 10 years, 
with 2 million square feet, a very daunting project to redo. But 
working with the city and the strategy the city had for this devel-
opment, CRF and two other CDFIs were able to provide tax credits 
from the New Markets Tax Credit Program to redevelop this build-
ing into a mixed use building, including the headquarters for Allina 
Health, the Allina Commons portion of this project, bringing the 
headquarters of a major nonprofit financial health care system into 
this very low-income neighborhood. 

And nearby, in the same neighborhood, we used New Markets 
Tax Credits to finance the Banyan Community, a few blocks from 
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the Midtown Exchange. Banyan supports more than 150 children 
with early childhood education and childcare and after school pro-
grams in a very low-income community. 

Sadly, the murder of George Floyd erased much of the progress 
we made in the Powderhorn Park neighborhood, but we stand 
ready to be a supporter in rebuilding this area along Lake Street 
and others with funds that we are receiving and have received 
from the CDFI Fund and others. 

The pandemic has caused—oh, I am going to run way out of 
time. Sorry about this. I will get back to this in the question area, 
but thank you very much. 

Chair SMITH. Thank you, Mr. Altman. We will have a chance to 
hear the rest of your comments, I am sure. 

Next, we will hear from Ms. Vogel. 

STATEMENT OF LAKOTA VOGEL, EXECUTIVE DIRECTOR, FOUR 
BANDS COMMUNITY FUND, EAGLE BUTTE, SOUTH DAKOTA 

Ms. VOGEL. Thank you, Chairwoman Smith, Ranking Member 
Rounds, and distinguished Members of the Subcommittee. I am 
honored to have been included as a voice in this important hearing, 
to share the successes and challenges of CDFIs serving underesti-
mated communities across the Nation. 

My name is Lakota Vogel. I am an enrolled member of the Chey-
enne River Sioux Tribe, born and raised on a ranch in South Da-
kota. I am the Executive Director of Four Bands Community Fund. 
It is a 22-year-old rural, Native CDFI that started by serving all 
residents of the Cheyenne River Sioux Reservation in north-central 
South Dakota and expanded in 2013 to serve Native entrepreneurs 
across the entire State. I am on the executive committee of the 
South Dakota Native Homeownership Coalition and a member of 
the Mountain Plains Regional Native CDFI Coalition. 

I am here today to share the perspective of on-the-ground leaders 
within the Native CDFI movement, which spans about 69 separate 
organizations operating across 27 States. The core of our mission 
and purpose of our programming is aimed at leveling inequities 
stemming from an historic lack of investment and access to capital 
as well as noninclusive policies in the communities we serve. 

With over two decades of experience, Four Bands Community 
Fund has continuously improved our products and services to suc-
cessfully deploy over $25 million across the State. We utilize an in-
tegrated approach in lending, which Ranking Member Rounds men-
tioned. It fuses relationship building and learning with loan prod-
ucts. Our suite of programs are designed to revive traditional cul-
ture and support self-sufficiency by focusing on two core areas: en-
trepreneurship, and consumer lending and home ownership. 

So within the entrepreneurship space, Four Bands offers a com-
prehensive business training program alongside of customized busi-
ness coaching. We also have several products to help entrepreneurs 
access capital, up to $250,000, and they can use that capital for in-
ventory, leasehold improvements, really any commercial purpose. 
We also operate a business incubator that provides physical space 
in addition to our entrepreneur programming for at least six busi-
nesses in the community of Eagle Butte, South Dakota. 
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Our average business loan client is a female head of household 
who dreams of starting a business in the service industry that does 
not require a lot of startup capital. It could be like a restaurant, 
a daycare, a hair salon. In turn, these industries have a thin profit 
margin and have more difficulty accessing capital from financial in-
stitutions because of their small-dollar nature and small balance 
sheet. 

Four Bands has deployed over $200 million to the small business 
sector—I wish 200 million. Twenty million dollars to the small 
business sector, resulting in the creation and expansion of over 300 
Native-owned businesses across the State. And we can proudly say, 
due to lots of innovation and partners like CRF and Frank Altman 
and resource stacking, we did not lose one small business during 
the pandemic across the State that was within our portfolio. 

The other core area we focus on is consumer and home owner-
ship. So a unique challenge within our communities is invisible 
credit histories. We are fortunate to have four financial institutions 
serving the Cheyenne River Sioux Reservation, but only one of 
them, the credit union, reports to the credit bureaus. So we have 
generations of borrowers utilizing debt tools for decades at the local 
financial institutions, and they remain invisible. And it is not due 
to any individual borrower choices or behavior, but it is due to in-
stitutional decisions. 

Four Bands began reporting to the credit bureaus in 2010. Our 
foresight and community-mindedness has primed our market for 
home ownership. So as our balance sheet grew, we were finally 
able to offer mortgage products to our community in 2019 in part-
nership with USDA as one of the pilot sites for the 502 direct lend-
ing program. We were able to close 8 mortgages and spur the de-
mand to close a total of 42 mortgages on Cheyenne River within 
1.5 years. 

My recommendations today are simple. Advance the Native 
American Rural Homeownership Improvement Act. Thank you to 
Chairwoman Smith and Ranking Member Rounds for cosponsoring 
this legislation. Access to these funds should include all Native 
CDFIs across the Nation. 

The second recommendation I have is just increase the Native 
American CDFI Assistance appropriations to $50 million to meet 
the needs. Our program needs are increasing across the Nation, 
and the annual appropriations for NACA have remained stagnant 
since 2014. 

All this to say the tool, the Native CDFI tool, works; it is just 
chronically undercapitalized. We are part of the communities we 
serve. We run into our clients at the grocery store. We sit on the 
daycare board of directors, desperately trying to keep these vital 
programs running. And as Native CDFI staff and community mem-
bers, we are woven into the fabric of the community in almost 
every aspect of our clients’ financial lives. There is no comparison 
to sitting across from our clients at tax time, assessing their earn-
ings for the year and planning for the future. We are the gentle 
nudge to savings accumulation and a sounding board for many of 
the financial decisions our families make. 



10 

We believe how you perceive is how you proceed. We perceive op-
portunity because our success as Nation builders is intricately 
woven into the success of our neighbor. 

Thank you for this opportunity to testify. 
Chair SMITH. Thank you so much, Ms. Vogel. 
I appreciate all of your testimony really so much. 
We are now going to turn to our first round of questions, and I 

will begin. So let me—I would like to first drill down a little bit 
onto the CDFI Bond Guarantee Program. We noted Senator 
Menendez, who is joining us today, worked on this back at the be-
ginning, started this back at the beginning of the—during the 
Great Recession. And yesterday, Senator Rounds and I introduced 
a bill that would reauthorize and update the Bond Guarantee Pro-
gram. And as was mentioned in your testimony, our bill would re-
duce the program’s loan size requirements so they could be more 
accessible to smaller CDFIs and for smaller community develop-
ment projects. 

Mr. Altman, let me turn to you first. Could you share some ex-
amples with us of how the changes that Senator Rounds and I are 
proposing might help get more capital into the hands of smaller 
CDFIs and ultimately into the communities that they serve? 

Mr. ALTMAN. Sure. Thank you, Chair Smith. The Bond Guar-
antee Program is a vital program in the CDFI toolbox. Yet, it has 
only been used by about 26 CDFIs, and the biggest barrier to utili-
zation has been the need to either come together as a group to ob-
tain a $100 million bond or to be a large organization that a bal-
ance sheet can support $100 million in debt. And so that has lim-
ited the CDFI bond guarantee to really the largest CDFIs in the 
country. And in a few cases there have been groups of CDFIs that 
have come together, but it is very difficult because if one CDFI in 
a group decides it has to wait that can just make the program inac-
cessible for all the other CDFIs that are coming together. So by 
lowering the bond size to $25 million, we believe that many more 
CDFIs will be able to access this vital program. 

And why is it so vital? It provides very low-cost, long term debt 
to the balance sheets of CDFIs. So it is being used to match-fund 
long-term assets, particularly in affordable housing, daycare, and 
other facilities that need long-term financing. So it is a very, very 
powerful program if we can put it together in a slightly different 
way. 

Chair SMITH. Thank you very much. 
Ms. Vogel, would you like to comment on this as well and how 

you can see this being advantageous to Native CDFIs? 
Ms. VOGEL. You know, honestly, we support all of—the CDFI in-

dustry is great in that we all support one another, and I trust 
Frank and John and the work that they do with the advocacy. You 
know, as a person on the ground doing the work, it is nice to have 
the big brothers out there watching out for these things, and so we 
have been getting updates from them on passing this. So we defi-
nitely support the legislation that has been, you know, advanced by 
you and Ranking Member Rounds. 

So we are looking forward to learning more from CRF and the 
CDFI Coalition about how we can better utilize the program, but 
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longer-term debt to match what is needed within our community, 
you know, sounds like a win to me. 

Chair SMITH. Thank you so much. Let me ask you, stay with you, 
Ms. Vogel. Senator Rounds mentioned this, as did I, that he and 
I have introduced legislation to make permanent a program to ex-
pand access to mortgages in tribal communities. Our bill is based 
on a pilot that USDA has been conducting in South Dakota, in 
which they partner with Native CDFIs to make loans under the 
USDA’s Section 502 mortgage lending program. And I know that 
you have been involved in this pilot program. Could you just talk 
a little bit with us about how the pilot program helped to serve the 
Cheyenne River Sioux and what you see as the community benefit 
of this strategy? 

Ms. VOGEL. Yeah, as I mentioned before, there have not been any 
private mortgages on Cheyenne River Sioux Reservation for a very 
long time. If there are mortgages, it is wrapped into a small busi-
ness loan or an ag loan or a personal loan, and so the USDA cap-
ital allowed us to develop a mortgage product for the market. And 
I hate to even say the word ‘‘mortgage’’ within my market because 
it spurred such a demand there where we have had a pipeline of 
over, you know, $18 million of demand for mortgage products. 

So the 502 product allowed us the longer term debt capital to 
begin serving the market and priming for home ownership. With-
out that, we would not have been able to deploy the 42 mortgages 
that we have closed in the year and half that we have been oper-
ating the product. 

Chair SMITH. Thank you so much. 
I really appreciate the partnership with Senator Rounds on this, 

and I think I will turn the questioning now to Senator Rounds. 
Senator ROUNDS. Thank you, Madam Chair. 
Ms. Vogel, I am going to continue with you for just a minute, and 

that is, as Senator Smith has indicated and has talked a little bit 
about, I really think it is important to talk about the USDA 502 
pilot program and the reason why it was successful there at—you 
know, within north-central South Dakota. 

You are talking about a rural area, and you are talking about an 
area which is on the reservation, which means that a lot of the 
land is in tribal trust. And since it is in tribal trust, is that one 
of the reasons why we are really looking for a local understanding 
of what it means to be able to get a mortgage and how you actually 
get title to the land and so forth? Can you talk about that a little 
bit in terms of how critical this particular 502 lending program 
might impact other tribal trust land areas as well? 

Ms. VOGEL. Yeah. I think it goes back to relationship lending and 
all CDFIs are based off of relationship lending. So while tribal 
trust has its complexities, it is really about the CDFIs walking 
alongside with their customers down to the BIA realty office to 
begin processing the paperwork. Instead of me remaining in my 
desk and sending my client, you know, down the path of where 
they should go next, we actually walk with them through that proc-
ess. And so the relationships that we hold on the ground, taking 
donuts to the realty officer so they speed up the TSR certification 
process, it is all a little trick of the trade and the importance of 
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us being here and understanding what it means to develop homes 
within our communities. 

So, yes, on-the-ground is important. Understanding how home 
ownership affects community development and ultimately economic 
development is important to that. Tribal trust is complex, but any-
body can do it if you are willing to invest in your community. 

Senator ROUNDS. The Four Bands Community Fund, which is 
the name of your organization, tell me because I think there is a 
lot of folks out there that maybe do not understand how small we 
really are. How many folks actually work—how many lenders do 
you have? How many staff members do you have there? 

Ms. VOGEL. I have eight staff members, nine including myself, 
but really just three that are working on the lending side. Because 
we offer the technical assistance and the program development, we 
have, you know, more team focusing on the education components 
within the community. 

Senator ROUNDS. We talked about first-generation individuals 
that are actually getting involved in financial institutions and lend-
ing. Can you share a little bit about the challenges of moving from 
a cash economy to one in which you have a relationship with a 
lender and the expertise and the walking through the steps of what 
you do for an individual member or family when they come in? 

Just an average family in terms of somebody on the res there, 
they are in the ag community or whatever, and they come in, and 
they are looking for a way to try to get into a home or to start a 
business. What do you find in terms of the challenges they face? 

Ms. VOGEL. I mean, the first thing is just a lack of infrastruc-
ture. So you know, you have a daycare or a Head Start teacher, a 
cook, you know, a grandma that is caring for three children. She 
walks into the building and says, I want to buy a home for my— 
my goal is to retire and take care of my three grandchildren. And 
the first thing she does is find land to put the house on, and the 
hard part is getting electric, water, sewer, and things like that. 

So what we are asking individuals in rural economies to do is to 
develop piecemeal the infrastructure needed to grow the economies, 
and it is difficult for them because that is an outside cost of the 
loan-to-value. Generally the infrastructure improvements are not 
included in loan-to-value in traditional financial institutions. So 
CDFIs can adjust and view those as part of the loan-to-value. 

You know, it really is just that small town relationship building, 
but our average AGI is $27,000, which is, you know, half of what 
the State of South Dakota is earning. So a lot of our families are 
looking to be brought into the mainstream financial institutions, 
and that takes money and time. And that is what John Holdsclaw 
was advocating for, funding the CDFI Fund at the level that is 
needed so then the money can trickle out to us and support our ad-
ministrative costs to provide the services that are needed within 
our communities. You know, it is all a part of the system. 

Senator ROUNDS. I am going to—no, that is OK. And I know I 
am going to run out of time, but I want to get to one more question 
for sure. Private companies, including larger banks, are partnering 
with CDFIs across the country to make a social impact on dis-
tressed communities or communities that have got, you know, first- 
generation borrowers. Ms. Vogel, could you discuss how larger, pri-
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vate financial institutions, like Wells Fargo in South Dakota, are 
partnering with Native CDFIs, like yours, to increase access to cap-
ital? 

Ms. VOGEL. Yes. That was also mentioned in John’s testimony of 
saying we leverage. Every dollar of Federal investment is lever-
aged, you know, at least 12 times with different investments. So we 
are going after different pots of funding through corporate invest-
ments like Wells Fargo to build back, you know, the business 
economies and community economies that we are operating within. 

Senator ROUNDS. Great. So you have a partner there, and this 
is an opportunity to perhaps get more of the private lenders ac-
tively involved where they literally do not find a path forward right 
now. 

Ms. VOGEL. Right. And foundations. We have an historic lack of 
investment in philanthropy in the rural Native regions, and so we 
need philanthropy and corporations to step up. 

Senator ROUNDS. Thank you. 
Thank you, Madam Chair. And once again, thanks for putting to-

gether this particular Committee hearing today. I think this is 
really important and this is one area where we absolutely can 
make a difference. And this is bipartisan in nature, and I think, 
Chairwoman Smith, I really do appreciate your leadership on this 
and your interest in finding a path forward that really would make 
a difference in a lot of our rural areas. 

Chair SMITH. Thank you so much, Senator Rounds. That is great. 
Our next—I will now turn to Senator Reed. 
Senator REED. Well, thank you very much, Madam Chair and 

Senator Rounds also, to your leadership on this issue. It is vitally 
important and something that touches everywhere. 

Ms. Vogel, there are so many people that are unbanked or under-
banked, and they are at the mercy many times of payday lenders. 
Can you share your experience with providing sustainable and af-
fordable small-dollar loans to members of your community? 

Ms. VOGEL. Yes, I can. Thank you, Senator. You know, Four 
Bands has been providing a credit builder loan at 11 percent inter-
est for some time now, and we chose to have a lower interest rate 
to keep it affordable to the family. But we were involved in a State 
initiative to cap the interest rate in the State of South Dakota at 
36 percent, which was successfully passed. And since then we have 
not seen payday lenders show up within the credit histories of our 
clients that come through, and they have successfully been able to 
access other products to meet that short-term cash need within the 
household. And it has helped us to have that capped interest rate 
and to not hurt the families. 

Senator REED. Well, and it also indicates that you seem to be 
able to function and survive and prosper as well as commercial 
banks in the State with the 36 percent interest cap. Is that accu-
rate? 

Ms. VOGEL. Yes, it is, and it is a business decision. It is just like 
any other business decision. If you have a loss leader, which the 
credit builder product does not necessarily bring us the best in-
come, but you have other products that can offset the cost for that 
administrative expense to offer the important product to the com-
munity. 
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Senator REED. As you know, under the Military Lending Act, 
which I was actively involved with, we established 36 percent inter-
est on loans to servicemembers, and we have legislation now which 
would extend that to everyone. What impact would that have na-
tionwide? I presume from your experience in South Dakota—it is 
very progressive, South Dakota—that it would not have an adverse 
impact. 

Ms. VOGEL. I do not think it would have an adverse impact. I be-
lieve in American innovation, and I think that if you cap the inter-
est rate it would keep products safe and affordable for the families 
that are the most vulnerable and there would be innovative prod-
ucts that would be released onto the market that could fit the need 
and, you know, fill the gap that was left, a void there. 

Senator REED. Thank you very much, and thank you for your 
work, indeed, all of you for your great work. 

Mr. Holdsclaw, one of the impressions I had about the first round 
of PPP is that the big banks got there first, grabbed the money for 
their big clients, and small business men and women, particularly 
minority communities, found nothing. They were—in fact, I got 
calls, as I am sure my colleagues did, from many small businesses, 
restaurants, et cetera, who had had relationships with these banks 
for years, could not get anything out of them. And that is why, I 
think one of the reasons, the second time around we made sure 
CDFIs had a role in distributing the money. Can you talk about 
that? 

I think again you made a decisive impact on getting money to 
the rural areas where it is needed, to small business people. And 
leaving it to the big folks, we have not seen that. Can you com-
ment, please? 

Mr. HOLDSCLAW. I sure can, Senator. Thank you for the question. 
True, there was a lot of disparity as related to the larger banks in 
the first tranche, and the Coalition took the position, as well as 
other trade associations across the industry, to give a pot of money 
for CDFIs. 

And I think what you saw was, as I mentioned in my testimony, 
those loan sizes went down way below the average. But also, too, 
you saw more Black and Brown borrowers. I know, for example, 
Self-Help Credit Union based in North Carolina, 63 percent of all 
of their PPP loans went to businesses of color, owned by people of 
color. 

And so again, I think it was effective to give as an alternative 
to those larger banks. Not knocking banks. I do work for a bank. 
But that said, to give them that alternative to be able to access the 
PPP program, especially in those communities that were hardest 
hit, that were Black and Brown. So I am happy that we were able 
to advocate on that behalf, and I am happy that CDFIs were able 
to step up during that crucial time to support those businesses that 
necessarily did not get that in the first tranche. 

Senator REED. Well, I think the lesson is that if we are doing 
support or assistance to small business that CDFI has to be a big 
part of it, that just turning the keys over to large institutions will 
not get the money to where it should be. 

Mr. HOLDSCLAW. I concur, Senator. 
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Senator REED. Again, thank you, Madam Chairwoman, and 
thank you, Ranking Member. 

Mr. HOLDSCLAW. Thank you. 
Chair SMITH. Thank you, Senator Reed. 
We will now turn to Senator Daines. 
Senator DAINES. Chairwoman Smith, thank you. I am excited for 

this Subcommittee hearing actually because the CDFIs have played 
a very big role in my home State of Montana. They continue to play 
a really vital role in supporting a lot of our underserved commu-
nities across our State. In fact, if you look at the numbers in Mon-
tana, CDFIs have invested more than $218 million. If we look, that 
spans over about 4,000 loans. And CDFIs in my home State, like 
MoFi, which operate primarily in Montana, in Idaho, in Wyoming, 
they have got a really strong track record of boosting economic 
growth and, importantly, creating great jobs. 

I am particularly passionate about the New Markets Tax Credit, 
which provides tax credits for community development entities to 
make investments in our lower-income communities. In fact, we 
can point to a new YWCA in Missoula, which I happened to tour 
back in August of 2020. We have a new wellness center in the Fort 
Peck Indian Reservation. 

So consequently, I have really seen firsthand that the New Mar-
kets Tax Credit, it works. And I strongly support making it perma-
nent and would reach out to my colleagues on both sides to suggest 
we work together to find permanence. 

Certainly one of the frustrating parts of Washington, DC, is the 
temporary nature of policies that are good policies. Let us make 
this one permanent, work together to that outcome. 

We recently, in Congress, extended the NMTC through 2025, 
which will provide much-needed certainty for all stakeholders who 
utilize and rely on this incentive. Congress has extended it so many 
times. At this point, I think we should agree, when it gets extended 
so many times, let us just make the temporary nature go away en-
tirely and make it permanent. 

And so I have a question for the whole panel. The question is 
this: In your mind, what would be some of the benefits of making 
the credit permanent, and do you think that would make the credit 
even more effective? And, Mr. Holdsclaw, why don’t you start off 
with your response to that? 

Mr. HOLDSCLAW. Thank you, Senator. You know, like you stated, 
in the State of Montana and across the country, the New Markets 
Tax Credit Program has proven to be vitally successful, and I 
think—and I could not concur with you more in regards to making 
it permanent because you see every year when people or CDFIs 
apply, or CDEs apply, for the program that it is already overpre-
scribed. So the need is there, but again, I think it is a perfect ex-
ample of a private public partnership to where those outside dol-
lars can be combined with the expertise of the Community Develop-
ment Entity to impact communities. 

And so, definitely strongly agree in making it permanent and in-
creasing the allocation authority of the New Markets Tax Credit 
Program. The New Markets Tax Credit Coalition is doing some 
amazing work advocating on that behalf and one that I definitely 
appreciate your support. 
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I want to defer to some of the other panelists if they have any 
response. 

Senator DAINES. Mr. Holdsclaw, thank you. 
Mr. Altman or Ms. Vogel? Why don’t I start with Ms. Vogel? Do 

you have a thought on that? 
Ms. VOGEL. I will give my time to Mr. Altman. He has got the 

experience with New Markets Tax Credits. 
Senator DAINES. Great. Mr. Altman. 
Mr. ALTMAN. Thank you. Yes, I actually served as the first Presi-

dent of the New Markets Coalition back in the beginning of the 
program in 2000, and so we have been very, very involved over a 
long period of time to really make this program successful. It has 
never been plagued with scandal. It has been incredibly effective, 
and it should be made permanent. So I appreciate your statements 
there, Senator. 

Senator DAINES. Mr. Altman, thank you. 
Mr. ALTMAN. A couple of other points I would make—— 
Senator DAINES. Please. 
Mr. ALTMAN. ——is that it should be indexed for inflation as part 

of its permanency. It should be made permanent now, when the op-
portunity is here. I know there has been some discussion about 
waiting until 2025, when this extension rolls up, but the need is 
now. It should be made permanent, and it should be widely avail-
able to CDEs. 

Senator DAINES. Well, thank you. 
Ms. Vogel, I know you have spent a lot of time working in Indian 

Country. Anything, any thoughts you might want to share on what 
has worked and what has not worked to increase CDFI investment 
in Indian Country? 

Ms. VOGEL. Well, just quickly on the New Markets Tax Credits, 
we do not have many investments into Indian Country with New 
Markets Tax Credits. A lot of us have tried to innovate and create 
different models to address that and access the New Markets Tax 
Credits, to get an allocation, and it has not worked successfully. 

So I would really encourage us all to take a deep look at what 
are the systemic issues going on with the program that are inhib-
iting investment into Indian Country, and that could take a team 
at the CDFI Fund. So I think there is just some eyes that need to 
be put on it and, you know, the way that we perceive things and 
taking a look at things. So we need to be involved in that as an 
advisory panel and taking a look at things. 

Senator DAINES. Ms. Vogel, thank you. It is a very helpful com-
ment. Appreciate the observation. 

Chairwoman Smith, thank you. I am out of time. 
Chair SMITH. Thank you so much, Senator Daines. 
Now we will turn to Senator Menendez. 
Senator MENENDEZ. Thank you, Madam Chair, to you and the 

Ranking Member for holding this hearing. Throughout the pan-
demic, we saw that minority and women-owned small businesses 
were hit particularly hard. At the same time, we saw the vast ma-
jority of funding under the Paycheck Protection Program go not to 
these businesses that were most affected but to predominantly 
White-owned businesses with preexisting relationships with banks. 
So I would like to ask Mr. Altman and Ms. Vogel, how did you 
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CDFIs work to prioritize lending to the hardest hit small busi-
nesses, particularly minority and women-owned businesses? 

Mr. ALTMAN. I will start. This program really brought out the 
best in CDFIs. We were able to network with a number of CDFIs 
that did not have either business lending capacity or were not yet 
eligible in the first round. CRF, because we had a 7(a) license, we 
were able to mount the PPP program from day one, and we linked 
together with organizations around the country that referred their 
borrowers to us so that we could make those loans. And we worked 
together. They would do a lot of the prep work with the borrowers, 
and then we did the final lending. 

And that led to $700 million in PPP loans originated by CRF 
through a network of 47 organizations, including Four Bands, and 
the median loan size of those business loans was $21,000. So we 
really were getting to the mom-and-pop companies, the very small 
businesses. And two-thirds of the loans that we made, where we 
had information on ethnic or racial characteristics, were made to 
businesses owned by people of color and/or women. So that is ex-
actly, I think, the way that the CDFI industry was able to partner 
with others. 

And I should say that on the banking side, because the PPP pro-
gram was so important, we were able to raise hundreds of millions 
of dollars in credit facilities from large banks to fund that PPP ac-
tivity that we did in concert with many other organizations. 

Senator MENENDEZ. Ms. Vogel. 
Ms. VOGEL. Do you mind if I—— 
Senator MENENDEZ. No. Go right ahead. 
Ms. VOGEL. OK. Thank you for that question. And I think that, 

you know, our experience was at first a lot of panic when we found 
out about the PPP program and the inability for us to access a lot 
of the funds for our borrowers. We had borrowers bringing all of 
the Federal programs—the EIDL, PPP—to us and saying, how do 
I get access to this? Our first instinct was to refer to financial insti-
tutions, and many of them were not serving borrowers that were 
outside of their portfolios at the beginning in these small banks. 

And so we had to, you know, scramble and find a partner. And 
thank goodness CRF had created this tool. And so we looked for 
partners alongside that were also giving us a little bit of a kickback 
because we spent a lot of time, administrative time, packaging the 
loans, working with the borrowers, getting their, you know, balance 
sheets straight to send off to the next level, and CRF was generous 
enough to offer something. Many of the other financial institutions 
just wanted us to send them borrowers without any sort of support 
back to the CDFI, which was very frustrating. So we are thankful 
for CRF and what they were able to do, and there were a few oth-
ers out there that did the same. 

We were on the ground. We were trying to get the resources into 
the hands of the community members that needed it the most and 
successfully did it through partnerships like CRF. 

Senator MENENDEZ. Great. Well, to support the important work 
CDFIs do in New Jersey and, for that fact, around the country, I 
led the effort to establish the CDFI Bond Guarantee Program over 
10 years ago. That program allows CDFIs to access long-term, low- 
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cost capital to jumpstart economic growth and community develop-
ment, all at no cost to the taxpayers. 

Mr. Holdsclaw, you noted in your testimony that the program 
has supported $1.3 billion in affordable financing for community fa-
cilities, nonprofits, commercial real estate, other community devel-
opment projects. Could you explain to the Committee in more de-
tail how the program helps these projects actually come to life? 

Mr. HOLDSCLAW. Thank you, Senator, and thank you for your 
support of that 10 years ago. I think that, you know, the Bond 
Guarantee Program has provided again an opportunity for the folks 
who have received it always in the desire and access to garner 
more capital. So I think that it became a game changer from that 
standpoint of while we do want to encourage folks, or encourage 
the limits to come down to be able to expand it to more individuals, 
I just think that the way the program is structured just allowed 
more CDFIs, or the ones who have been able to access the program, 
just another avenue or another vehicle on top of the FA&TA pro-
grams that were already out there and already existed. So again, 
making that limit go down a little lower, to $25 million as opposed 
to $100 million, will only expand the net even more for other folks 
to be able to access that program. 

Senator MENENDEZ. Madam Chair, I am out of time. Just one 
last question, would it be fair to say that if the CDFI bond program 
had not existed that some of these projects would not have taken 
off from the ground? 

Mr. HOLDSCLAW. Very fair to say. Very fair. 
Senator MENENDEZ. All right. Thank you, Madam Chair. I have 

other questions. I will submit them for the record. 
Chair SMITH. Thank you so much, Senator Menendez. 
Next up for questioning, unless Senator Tester is with us, which 

I think he is not, we will go to Senator Cortez Masto from Nevada. 
Senator CORTEZ MASTO. Thank you. Thank you, Madam Chair. 

Thank you to both you and the Ranking Member for having this 
hearing. It is so important. I really appreciate the comments from 
the panel members today and all the good work that you are doing. 

But let me start with Mr. Holdsclaw and Mr. Altman. Let me 
talk a little bit about the Housing and Economic Recovery Act of 
2008 and get your thoughts here. So we all know Congress allowed 
nondepository Community Development Financial Institutions to 
become members of the Federal Home Loan Banks. Mr. Holdsclaw, 
what has been the impact of providing a secondary market for 
CDFI loans through the Federal Home Loan Banks? 

Mr. HOLDSCLAW. Thank you, Senator. A great question. I think 
it is obvious to see that the number of CDFIs who have joined the 
Federal Home Loan Banks system has increased. When you look 
in 2011, you had 8. You look at 2021, you now have 67. 

So as we all know, that system exists to support housing oppor-
tunities and community development, much like CDFIs do as well. 
And so through this membership, as we talked about throughout 
this testimony, CDFIs are always on the lookout for affordable 
sources of capital, and I think that the Federal Home Loan Banks 
system has given our members or our industry the low cost, flexi-
ble, on-demand capital that they need through these advances. And 
I think that CDFIs are able to take this capital and use it as a 
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funding source for mortgage products, for very low and low to mod-
erate-income communities. And so I think that as the banks offer 
the letters of credit to CDFIs to help secure these additional obliga-
tions I think you are just going to see the numbers rise as the need 
or fight for capital is going to become more apparent as we move 
on. 

So with the CDFIs becoming the shareholders of the bank, they 
can also earn high yielding investments and can participate in all 
the various programs that the Federal Home Loan Banks system 
provides, like for example, the Federal Home Loan—the Federal 
Bank of New York has grant programs that support lending for dis-
aster relief, affordable housing, and homebuyers. So I think, Sen-
ator, as time goes on, you are only going to see those numbers in-
crease from 67 on up. 

Senator CORTEZ MASTO. Yeah, no. I think that is great and that 
is a positive, and I think it is wonderful to hear the benefits from 
the change in the law. But I also know that, unfortunately, the law 
did not permit Community Development Financial Institutions to 
join as community financial institutions, and that has also had an 
impact. 

And so, Mr. Altman, I appreciate the Community Reinvestment 
Fund’s support of a bill that I have introduced to allow CDFIs to 
pledge small business, small agriculture, and community develop-
ment loans to receive advances from the Federal Home Loan 
Banks. So, Mr. Altman, how would the opportunity to pledge non- 
housing loans to the Federal Home Loan Banks affect your and 
other Community Development Financial Institutions? 

Mr. ALTMAN. It would be very, very helpful. We have looked over 
time since this opportunity to become a member of the Federal 
Home Loan Banks, and we have decided that we could not because 
of the collateral requirements, just not having the right collateral 
to meet the standards of the bank or having the right kind of col-
lateral to get a significant advance. So we have gone elsewhere for 
liquidity. 

Now that said, we have been supported outside of membership 
by investments made by the Federal Home Loan Bank of Chicago, 
and I know other Federal Home Loan Banks have looked at other 
ways to support CDFIs. But CDFI membership, I think, would be 
greatly enhanced by the bill that you have introduced. 

Senator CORTEZ MASTO. Yeah, no. I appreciate that because I 
think my understanding is just in 2008 was a drafting error more 
than any opposition to allowing this to occur, and so I would en-
courage my colleagues to support my proposal to permit nondeposi-
tory CDFIs to pledge the same collateral as other community finan-
cial institutions. 

And then to the Chairwoman, I would request permission to 
place into the record the 2015 GAO report, Federal Home Loan 
Banks: Collateral Requirements Discourage Some Community De-
velopment Financial Institutions from Seeking Membership. 

Chair SMITH. Without objection, so ordered. 
Senator CORTEZ MASTO. Thank you. And I know I only have so 

much time left, but here is the other thing that I am going to ask 
the panel members to help with. I think we all do—and this is a 
great opportunity here to see bipartisan work happening. We all 
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support greater investments in Community Development Financial 
Institutions. 

Unfortunately, I am aware that these entities exist unevenly 
across the Nation. There is only one Treasury certified CDFI in Ne-
vada. In the past 30 years, we have had only 8 awards to a Ne-
vada-based CDFI. So my question, Mr. Holdsclaw, is: How can the 
CDFI Coalition assist the development of CDFIs in underserved 
States like Nevada, and what should we be considering? How do 
we bring more of those resources into a community that is under-
served? 

Mr. HOLDSCLAW. Senator, I would say in the time I have left, ob-
viously, advocate for more technical assistance dollars for emerging 
CDFIs in Nevada. Also, work to increase the small and emerging 
CDFI program or SECA. Then last, but not least, you know, there 
are webinars; there are other things that emerging CDFIs can do. 
And I know we as a coalition have a lot of western-based, rural 
CDFI members, and I am more than happy to talk to your staff, 
to bring folks together, and put you all in touch with them. 

Senator CORTEZ MASTO. Thank you. And I am looking forward to 
that because I know about the technical assistance funds. They are 
just not reaching Nevada. So if there is a way that we can get your 
support and innovation ideas about how we do this and grow this 
in Nevada, I would be open to that. 

Thank you, everyone. 
Chair SMITH. Thank you very much. 
Senator Van Hollen. 
Senator VAN HOLLEN. Thank you, Madam Chair, and I want to 

thank you and Senator Rounds for bringing us together on this im-
portant hearing today. And to all the panelists, thank you for your 
input. 

Also, good to see my friend and colleague, Senator Warner, and 
it was good to work with him and others in providing that big 
bump-up to CDFIs as part of the bill we passed last December, and 
I do have a couple questions regarding the status of the rollout 
there. 

But first, I also serve on the appropriations committee, and I 
chair the subcommittee that oversees the appropriations through 
the Department of Treasury to CDFIs. And we have been working 
on a bipartisan basis to try to increase funding for CDFIs given the 
critical role they play in economic development at the community 
level. And, we have unveiled a proposed budget for this fiscal year 
that we are now in, for fiscal year 2022, that would increase the 
CDFI allocation by $90 million, take it to $360 million from the 
current amount of $270 million. 

So my first question to Mr. Holdsclaw is: Do you agree that 
CDFIs have the capacity to absorb this additional funding, and 
what would be consequences if we are not able to provide the addi-
tional funding, if we simply straight-line CDFI funding at current 
levels? 

Mr. HOLDSCLAW. Thank you, Senator. I do think—I think if 
COVID has proven nothing else in what CDFIs were able to do, 
that CDFIs can be the first line of financial defense for under-
served communities across the country. So I do feel like—and 
thank you for your support of the appropriations levels—that 
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CDFIs would be able to absorb that increased amount. I think that 
the performance during COVID has shown that. 

In regards to the second part of your question, obviously, all 
CDFIs worry and are concerned about access to capital and loan 
production and whatnot. I just feel like the need is so great that 
I would have a hard time finding what would be necessarily detri-
mental to those types of funds. 

Also, too, Senator, I do not know if you were here during my tes-
timony, but I also talked about not only that money going to the 
CDFIs but also the Fund being able to have enough administrative 
support internally to deal with the demand of surge of applications 
for certified CDFIs going right now as well as the awarding of 
grants and allocation authority from last year. They are very short- 
staffed. But I think there is also a play there as well. CDFIs can 
get a lot of that money from an FA&TA standpoint. I think there 
is also, too, a desire from the Coalition’s standpoint for us to sup-
port the CDFI Fund from an administrative standpoint. 

Senator VAN HOLLEN. No, I appreciate that, and I think that is 
one of the things we would like to do and work with you and your 
members to make sure that we do that. We want to—obviously, we 
have got to support the folks at Treasury who are administering 
the program and the folks in the field. 

So I referred to the December bill, the two big programs that are 
still in the process of implementation. There is the Emergency Cap-
ital Investment Program and the Emergency Support and Minority 
Lending Program. Based on the feedback you are hearing, are 
there any concerns with the rollout that we should be aware of at 
this particular point, or do things seem to be going smoothly, put-
ting aside the issue with the fact that non depository institutions 
cannot participate? And I agree with my colleagues who would like 
to remedy that situation. 

Mr. HOLDSCLAW. Right. Well, from our membership, Senator, we 
are not hearing anything negative in regards to the rapid response. 

And then obviously, a couple weeks ago, the ECIP program, you 
know, when I would check in with some of the folks who were able 
to garner some of that money, I would hear things like, you know, 
transformational game changer again because—especially from a 
lot of the minority deposit institutions that I reached out to. I had 
a conversation with the second oldest CEO of the second oldest 
Black bank in the country in Durham, North Carolina, and he just 
said, you know, it is unbelievable what that is going to allow him 
to be able to do. 

Senator VAN HOLLEN. Great. No, I think this is something that, 
you know, we are all proud of the funds that were made available 
and look forward to working with you. 

My final question, Mr. Altman, relates to providing opportunity 
for more CDFIs to participate as lenders under the SBA programs. 
This was an issue that, you know, really came to a head I think 
during this pandemic in the PPP programs. We saw that CDFIs 
could be very important conduits for those funds, but we do not 
have enough CDFIs who are certified with SBA programs. What do 
you think we can and should be doing in that regard? 

Mr. ALTMAN. Well, two things. I think more CDFIs ought to have 
access to the license that we have. There are only 14 of these na-
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tional nonbank SBA 7(a) licenses, and only 3 CDFIs hold those at 
this point. It does allow us to be a national lender, which is impor-
tant. 

Then the SBA also has been operating a pilot program called 
Community Advantage that allows CDFIs to make SBA-guaranteed 
loans up to $250,000. That program should be made permanent, 
and I believe there has been legislation introduced to make it per-
manent because it is a vital tool and many of the CDFIs who were 
part of that pilot program were able to access the PPP program 
very effectively. 

And I think there is another aspect to all this, and that is the 
role of technology in supporting the lending that CDFIs do. In the 
SBA world, SBA loan origination is a complicated process. And 
CRF has developed a platform called SPARK that CDFIs are now 
using to originate their SBA loans, but it is a very, very useful and 
forward-looking platform that—I think it is important for the CDFI 
world to be able to access technology platforms as banking is doing 
right now, and so that should be part of the SBA discussion as 
well. 

Senator VAN HOLLEN. Thank you, and thank you, Madam Chair. 
Chair SMITH. Thank you so much, Senator Van Hollen. I cer-

tainly so much appreciate your leadership on the appropriations 
subcommittee. 

And, Senator Warner, welcome to the Subcommittee. It is great 
to have you given your deep interest and commitment to sup-
porting CDFIs. So thank you for being with us. 

Senator WARNER. Well, thank you, Chair Smith, and I really ap-
preciate the fact that you and Senator Rounds are holding this 
hearing and thank the panel. I think CDFIs—I think we have all— 
at least I, speaking personally, have come to much more fully un-
derstand the incredibly valuable role they play in our financial sys-
tem and, frankly, the opportunity to expand that role. 

And I want to thank Senator Van Hollen for his work as an ap-
propriator to make sure that we take this moment and continue to 
expand it. I am very proud of the fact that so many of us on this 
Committee, in a bipartisan way, work so hard to get that $12 bil-
lion, you know, that came out of the Jobs and Neighborhood Invest-
ment Act into the last COVID package. 

And I think, as Senator Van Hollen pointed out in his line of 
questioning, the rollout has been pretty darn good. You know, the 
grants went out the first round. The second round will come out 
later. 

The fact that we had close to—what was it? Almost $13 billion 
of requests on the ECIP program—and so we were way over sub-
scribed on that item—shows, I think, the capacity of this group of 
institutions obviously serving underserved communities. 

You know, I think we need to mark as well what Senator Cortez 
Masto talked about, how we expand this, the network of CDFIs in 
a much, much greater way. 

So I want to hit two or three points pretty quickly. First, I am 
going to start with Mr. Altman. I am really interested in this whole 
idea of can we take CDFI portfolios and securitize them. I think 
that is the next big step we need to move to. I have had conversa-
tions with the Fed. 
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I know, Mr. Altman, that CRF, your entity, has done some 
securitizations in the past. I think, you know, what else should we 
able to do? What tools—do you need additional tools from Con-
gress? Do we need to continue to nudge the Fed? How can we 
make, either on an individual basis or on an ability to aggregate, 
pools of loans from a variety of CDFIs into an easier securitization 
process? 

Mr. ALTMAN. Thank you for that question. We actually did pio-
neer the use of securitization as a tool early on, and we have 
securitized through 21 different issues, securitized mostly small 
business and nonprofit loans but also close to $100 million in mul-
tifamily affordable housing loans. And those securities, at least the 
latter ones that we did, were large enough to be rated by Standard 
& Poor’s, something that people said will never happen. And this 
was all done without any particular government support other than 
maintaining compliance with tax laws and so forth. 

After the crash, the market for securities just collapsed, and we 
had to move in a different direction. And then the accounting rules 
changed and required—even though securitizations are bank-
ruptcy-remote, usually done through special purpose vehicles, it re-
quired the special purpose vehicles to come back onto the balance 
sheets of the issuer. So that made it virtually impossible for an or-
ganization like CRF to continue to securitize without having a 
much larger balance sheet. And so we moved to other tools because 
the balance sheet just was not there to support it from an account-
ing perspective, and I think that is one of the issues that needs to 
be examined. 

The second issue is securitization works the best when the assets 
that are being securitized are standardized. And CDFIs, in gen-
eral—and we certainly came to the market recognizing this. CDFIs, 
in general, do their own thing, and the ability to create standard-
ized products that can be fed into a security is still a challenge. But 
once we have standardized products—and I will use the PPP prod-
uct as a prime example. That was a standardized product across 
the entire industry, and it became very liquid. And so CDFIs need 
to have the ability, if they want to securitize, to create products 
that are the same across different CDFIs, not that all their prod-
ucts are the same, but that the ones that they want to securitize 
can be put into facilities that are of like benefit. 

So those would be my basic comments. 
Senator WARNER. We would like to keep working with you on 

this because we have had conversations with both the Fed on po-
tentially creating SPVs and with private capital. And that is where 
I want to move my last question to, which is: How do we better le-
verage private capital? 

And I would like to hear from Mr. Holdsclaw as well on this, and 
the balance of the panel, because you know, private—there is a lot 
of talk from private capital about wanting to get in. You know, I 
know some large entities, like Google, have been pretty creative in 
using their balance sheet. But I think that can help us on 
securitization. And I also want to make sure that—some of the 
CDFIs and MDIs, in particular, that are most in need could not 
meet all the requirements even to get the ECIP program. So is 
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there also a way where some of this private capital that might be 
more at risk can help smaller and other entities? 

So I know my time is up, Madam Chair, but if I could have the 
panel answer on how we can better leverage private capital, I 
would love to hear from everybody, starting with Mr. Holdsclaw. 

Mr. HOLDSCLAW. Thank you, Senator, and thank you for your 
past support for CDFIs. I think that, you know, in the wake of the 
racial and social reckoning that we had last year coming from 
George Floyd, I think you saw this influx of private corporations 
coming together and making deposits into MDIs and others. I think 
that—as well as foundations. 

I think that I would say one way to increase it is to look at the 
smaller and emerging CDFIs again, to try to get some of those, like 
you said, those MDIs who are unable to do ECIP, to be able to get 
and foster those relationships between them as well because, again, 
we have this gap where some folks were unable to capitalize off of 
it and some were not—some were, and some were not. 

And so I think that just the continuing education and bringing 
folks together outside of some type of racial and social reckoning, 
to show that CDFIs are here. They are—you know, they are first 
responders from a financial standpoint. And educating other folks 
about the smaller and emerging ones, I think, will level the playing 
field from a private investment standpoint. 

Senator WARNER. Others? I know my time is up, but I do not 
want to—I am not a Subcommittee Member. I do not want to over-
do. 

I will go back to the Chair, but Madam Chair, I just—one of the 
things I hope the Subcommittee would look at as well—you know, 
we know that Lael Brainard in her previous role was leading the 
efforts on CRA reform. I would love to get maybe for the record 
from the panel how we can use CRA reform to also help with 
CDFIs. And thank you and Senator Rounds so much for holding 
this hearing. 

Chair SMITH. Thank you so much, Senator Warner, and I think 
those are all great, great issues to follow up on and look forward 
to continuing to work with you on this. 

Senator WARNER. Thank you. 
Chair SMITH. So I believe—unless I am mistaken and not seeing 

anybody, I believe that everybody who is interested has gone 
through their first round of questions. So let me turn to Senator 
Rounds. 

Senator Rounds, would you like to ask a second round of ques-
tions? 

Senator ROUNDS. At this time, I think I have had my questions 
answered, and it has actually been a very good Subcommittee hear-
ing. I think we have had some very good participation by Members, 
not just of the Subcommittee, but other Members of the Banking 
Committee as well. I think this has been a good, informational 
meeting, and I think with regard to some new ideas and so forth 
it has been a very beneficial meeting. And I thank you, Madam 
Chair, and I would defer at this time. 

Chair SMITH. Well, thank you. Thank you very much. 
I actually do have just a couple of follow-ups that I would like 

to ask the panel before we close, and so let me just get to those 
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quickly. The first is this: You know, when the pandemic struck in 
2020, a lot of State legislatures, including my State legislature, de-
veloped some economic relief packages for small businesses, and 
they turned to CDFIs. CDFIs stepped up to help in distributing 
these funds so that they got to traditionally underserved commu-
nities. And now I have heard that some of these CDFIs in Min-
nesota are facing challenges maintaining or getting certification be-
cause those emergency loans were outside of the narrow definition 
of their target market. 

And let me just ask—so let me just finish by saying the CDFI 
Fund at the Department of Treasury, which sets these rules, has 
provided some target market exemptions for PPP loans but has not 
done the same for these State-funded pandemic loans. Mr. Altman, 
I just want to turn to you about this. I am wondering if you have 
heard about this and if you have any recommendations or thoughts 
that we can take back to Treasury. 

Mr. ALTMAN. Yes. Yes, it is a challenge. We are a national orga-
nization. There are several different ways the CDFI Fund permits 
target markets. Low-income targeted populations is one where you 
literally have to show that low income people directly were bene-
fiting or by using proxies like being a resident of affordable multi-
family housing and others. 

There is another one called Investment Areas, and that is a geog-
raphy that has been established by the CDFI Fund based on cer-
tain characteristics of census tracts. Investment Areas tend to be 
limited and are held accountable by advisory committees. So for an 
organization that is national, like CRF is and several other CDFIs, 
it is impossible to have 50 advisory committees to be able to oper-
ate Investment Areas nationally. So we really advocate for a reform 
there to enable national Investment Areas under that target mar-
ket test. 

And then there is other targeted markets which tend to be spe-
cific ethnic or racial groups that are target markets for CDFIs, and 
oftentimes the accountability mechanism there is also limiting. So 
accountability is very important. Oftentimes CDFIs use their 
boards as an accountability mechanism. That needs to be stream-
lined, I think. 

And then finally, this issue that you are raising, Senator, of 
CDFIs being asked to take up the sort of frontline effort, with them 
being restricted in where or to whom they can lend, is an issue. 
And I think during this period of recovery, after the pandemic, the 
CDFI Fund needs to provide some relief to CDFIs who might be 
lending for issue-related purposes but not necessarily inside of 
their target markets. 

Chair SMITH. Mr. Holdsclaw, would you like to add to that? I am 
sure—I wonder if you have heard about this as well. 

Mr. HOLDSCLAW. I have heard about it, Senator, and again, prob-
ably if it is not corrected you are going to start to see more and 
more of this because you are having more States now that are de-
veloping programs that are CDFI-specific. 

I mean, one of the things that we have thought about at the Coa-
lition is to try to get everybody on the same page, is to have a 
stakeholder meeting to renew the discussion on the proposed rule 
and also note that there are some, again, as Frank stated, some 
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complications as it relates to the targeted market certification. And 
so we would like to be able to sit down in this stakeholder meeting 
and hash some of these things out and help the Fund as they start 
to deal with more and more of these issues. 

Chair SMITH. Well, thank you. I look forward to working with 
you and everyone on that. I think this is a—this is something that 
we should be able to find a solution to. 

Last question I just want to highlight before I close is several of 
you in your testimony mentioned the role that CDFIs can help in 
expanding childcare businesses. This is such an important issue at 
a moment where we are seeing workforce shortages and we are 
seeing deep challenges in the childcare sector caused by the pan-
demic, really challenges that existed way before the pandemic. This 
seems to me to be a really important opportunity. 

So, Mr. Holdsclaw, let me just stay with you. Is there anything 
more that you would like to say just to highlight the important role 
that CDFIs can play in addressing this challenge of childcare short-
ages and childcare deserts? 

Mr. HOLDSCLAW. I would, Chairwoman, and you got me in my 
sweet spot as a proud Head Start child and having the opportunity 
to have visited parents in Community Action Head Start in Min-
nesota. I think that in my mind the childcare piece of what a lot 
of CDFIs do across the country is probably one of the most—least 
known about. 

You have got organizations like CEI in Maine that have a 40- 
year track record of working with childcare facilities from a finance 
standpoint. But there is also a development services point here as 
well because CDFIs also have a mission in providing those develop-
ment services, which is more or less them helping build the capac-
ity for a childcare center that is trying to open early care and edu-
cation. 

So I think that they play a great role, but it is one that we prob-
ably need to do a better job of highlighting. I would be happy to 
send over to the office any information that we have in regards to 
some of the programs that our members have from a childcare cen-
ter standpoint, finance facility. 

Chair SMITH. Thank you so much. 
And then, Ms. Vogel, I will close with you because I know that 

this is an issue that you are deeply committed and passionate 
about. Congratulations, by the way, on being a finalist for the 
Build Back Better Regional Challenge in this area. So would you 
like to say anything more about this? 

Ms. VOGEL. Yeah. I think daycares are, you know, such an im-
portant and vital part of any economy, including the rural econo-
mies, and they are a hard business model to fund in the traditional 
way. And so CDFIs can step up in a role and create unique finan-
cial products to match the daycare model, you know, because it is 
a hybrid of almost a social program. And it is underfunded feder-
ally, so it definitely needs more Federal support for daycare centers 
across the Nation. 

But as far as what CDFIs can do, we can—if we can get access 
to more flexible capital to offer more patient capital, you know, 
lower interest rates, for these types of models, it will really help. 
And then as developers within our community, Four Banks is look-
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ing at, you know, building the buildings and then helping with the 
operations costs to offset the cost to the actual family member to 
make it more affordable to our community through the Build Back 
Better Regional Competition, hopefully. So thank you for this op-
portunity. 

Chair SMITH. Thank you so much. Well, you are exactly right. It 
is a question of facilities and upgrading and improving facilities 
that we need to support more, as well as making the business 
model for childcare actually function for parents and for providers, 
where we have situations where, you know, providers are making, 
you know, not even enough to support their families at the same 
time that parents are priced out of childcare because it is so expen-
sive. So there is many opportunities here. 

I want to just thank all of our panelists for a terrific discussion 
today about the opportunities that we have to support Community 
Development Financial Institutions. 

Senator Rounds, thank you so much again for the opportunity to 
work together. I think that we have heard a lot today about areas 
of bipartisan opportunity to come together, including the two bills 
that you and I are leading on, the Bond Guarantee Program and 
also the Section 502 Mortgage Lending Program, but other areas 
where we can find bipartisan agreement, including New Markets 
Tax Credits, and I hope also providing increased funding for 
CDFIs. So I look forward to continuing our work together on this. 

I want to thank everybody. Thanks to our witnesses for being 
here today and providing your testimony. 

And for Senators who wish to submit questions for the record, 
those questions are due 1 week from today, which will be Wednes-
day, January 12th. 

For our witnesses, you will have 45 days to respond to any ques-
tions for the record. Thank you again. 

And with that, our hearing is adjourned. 
[Whereupon, at 11:29 a.m., the hearing was adjourned.] 
[Prepared statements, responses to written questions, and addi-

tional material supplied for the record follow:] 
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1 Financing Patterns and Credit Market Experiences: A Comparison by Race and Ethnicity 
for U.S. Employer Firms. Report by Alice Robb, Ph.D., for the Office of Advocacy, U.S. Small 
Business Administration, February, 2018. 

PREPARED STATEMENT OF JOHN HOLDSCLAW, IV 
PRESIDENT, CDFI COALITION, WASHINGTON, D.C. 

JANUARY 5, 2022 

My name is John Holdsclaw, IV, President of the CDFI Coalition, and I am the 
Executive Vice President of Strategic Initiatives at the National Cooperative Bank, 
a leading financial institution dedicated to providing banking solutions to coopera-
tives, their members, and socially responsible organizations nationwide. Thank you 
for this opportunity to testify on the Community Development Financial Institutions 
Fund (CDFI) Fund and the success of CDFIs in delivering financial services to un-
derserved low-income urban, rural, and tribal communities. 

About the CDFI Coalition The CDFI Coalition was formed in 1992 by a variety 
of nonprofit organizations and activists concerned about the persistent and perva-
sive lack of financing capital available in distressed urban neighborhoods and poor 
rural communities. Our Coalition is made up of more than 150 organizations—in-
cluding loan funds, community development banks, community development cor-
porations, venture funds, microlenders, Native American organizations, and credit 
unions—that are working to finance affordable housing, small businesses, and com-
munity facilities at the ground level. 
About the CDFI Fund 

The Community Development Financial Institutions (CDFI) Fund was established 
within the Department of Treasury in the Riegle Community Development and Reg-
ulatory Improvement Act (P.L. 103-325) of 1994. The purpose of the agency is to 
‘‘promote economic revitalization and community development through investment 
in and assistance to community development financial institutions, including en-
hancing the liquidity of community development financial institutions.’’ 

The CDFI Fund administers the following core programs, and each program 
awards funds annually through an independent and competitive application process, 
including the Financial Assistance (FA), Technical Assistance (TA) Awards, The Na-
tive American CDFI Assistance (NACA) Program, The Bank Enterprise Award 
(BEA) Program, New Markets Tax Credit (NMTC) Program, Capital Magnet Fund, 
the CDFI Bond Guarantee Program, Economic Mobility Corps, and Small Dollar 
Loan Program. 
The Challenges Facing Low-Income Communities and Populations 

Even before the pandemic, low-income communities and communities of color 
faced significant obstacles in accessing financial services, including mortgage, con-
sumer, and business loans, financing for community facilities and affordable hous-
ing, and the patient, flexible capital needed to sustain a healthy economy. These are 
the communities CDFIs serve. 

One of the biggest challenges facing underserved communities and populations is 
the lack of existing assets. Indigenous people and people of color, in particular, have 
fewer assets to use to secure loans. For example, the median net worth of White 
families is nearly nine times greater than Black families, according to the Federal 
Reserve’s 2019 Survey of Consumer Finances. Entrepreneurs of color are therefore 
less likely to self-finance a business or borrow funds from friends and family. 

With fewer resources to tap into, businesses in low-income communities tend to 
be smaller than businesses in more prosperous communities. The average business 
in a low-income community has 20 percent fewer employees than businesses in 
other areas, according to a 2017 report by the Small Business Administration. 

According to a working paper published in 2018 by the Richmond Federal Re-
serve, Black and Latino business owners are significantly more likely to be discour-
aged borrowers. 1 Minority borrowers face more scrutiny and receive less assistance 
when applying for bank loans than their White urban counterparts. 

Small towns and farming communities also continue to be underserved by conven-
tional lenders. The number of community banks in the United States has declined 
by an average of 300 per year over the past 30 years, according to data from the 
Federal Deposit Insurance Corporation. During the Great Recession, when lending 
plummeted nationwide, in Appalachia, lending ‘‘decreased to a greater extent, 
standing at 18 percent below national levels at the end of the recession . . . in the 
Region’s economically distressed counties, lending was 56 percent below national 
levels. Further, growing disparities were found in lending to businesses with reve-
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2 ‘‘Access to Capital and Credit in Appalachia and the Impact of the Financial Crisis and Re-
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nues of less than $1 million and in counties with limited access to non- credit card 
bank lending.’’ 2 

Residents of Indian Country also face significant challenges in securing commer-
cial credit, including significantly longer distances from brick-and-mortar financial 
institutions and poor and limited internet for mobile or online banking. This is com-
pounded by a lack of equity resources, collateral, and credit history; experiences and 
perceptions among Native entrepreneurs that commercial bank financing is difficult 
to secure; and a lack of diversity in funding sources. 3 According to an analysis of 
2018 Census and Bureau of Labor data by the National Community Reinvestment 
Coalition, Native Communities experience the highest rates of unemployment (6.6 
percent) and poverty (25.4 percent) among minority groups. 4 Native CDFIs are 
often the only resources for financial products and services in tribal communities. 

A 2019 report by the Federal Reserve found that since the end of the last (great) 
recession, ‘‘low-income neighborhoods have experienced larger declines in the num-
ber of banks and larger increases in the number of alternative financial services 
companies compared to higher-income areas.’’ 

The COVID–19 crisis has exacerbated the already difficult situation. According to 
an April 2020 report by the Department of Health and Human Services, 5 residents 
of low-income communities are more likely to work in professions at high risk of 
COVID infection: as ‘‘essential workers’’ in public-facing retail or service sector jobs, 
as nurses, and as first responders. Excess deaths during the pandemic surged in 
low-income communities during the recent pandemic, and in particular, rural coun-
ties and tribal lands. For example, in Navajo County, AZ, more than 15 people out 
of 1,000 died in 2020, up more than 40 percent from the annual average of 11 people 
per 1,000. 6 

After early pandemic relief funds were gobbled up by large companies in higher- 
income areas, Congress made an effort to ensure pandemic relief resources reached 
difficult to serve communities, and CDFIs were part of those successes, as I will dis-
cuss in a moment. With the Omicron outbreak underway, we must again think criti-
cally about how we can equitably direct resources to ensure recovery resources reach 
the areas of greatest need. CDFIs can once again play a part. 

About CDFIs and Their Mission CDFIs emerged to help address the challenges 
facing low-income communities and disadvantaged populations discussed earlier. 
They provide financial services in urban neighborhoods and rural areas underserved 
by traditional financial institutions, particularly those communities with high rates 
of poverty and unemployment. Certified CDFIs must target at least 60 percent of 
their financial products and services to low-income communities and populations. 

The CDFI industry has grown significantly since the advent of the CDFI Fund 
in 1994. Today, the CDFI Fund has certified 1,298 CDFIs across the country, pro-
viding vital community development lending services in all sizes and types of com-
munities. Certified CDFIs include 565 loan funds, 416 credit unions, 134 depository 
institution holding companies, 167 banks or thrifts, and 16 venture capital funds, 
located in rural and urban areas in all 50 States, the District of Columbia, Puerto 
Rico, and Guam. 

By leveraging over $12 in private capital to every $1 in Federal support, CDFIs 
are filling the critical missing lending gap encountered in many communities, cre-
ating jobs, improving housing and community facilities, building wealth, and cre-
ating economic opportunity. 
Recent Impact 

The CDFI Fund administers a growing portfolio of programs designed to create 
jobs, build affordable housing, construct and support essential community facilities, 
provide financial counseling, and invest in neighborhood revitalization initiatives— 
all in distressed and underserved communities lacking access to traditional lending 
or banking institutions. 
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The latest impact data from an independent audit by the Department of Treasury 
highlighted the impact of CDFI Fund programs in 2020. 

• CDFI Fund Financial Assistance Award recipients unleashed $39 billion in 
loans and investments to 125,000 businesses and millions of individuals. They 
financed 50,000 affordable housing units and thousands of nonprofits and com-
munity facilities. 

• Healthy Foods Financing award recipients financed 409 grocery stores, markets, 
and fresh food projects totaling over 4 million square feet. 

• Native Assistance Program recipients helped Native CDFIs originate $1.6 bil-
lion in loans and investments to nearly 2,500 businesses and tens of thousands 
of individuals. 

• New Markets Tax Credit allocatees made $3.3 billion in loans and investments 
to hundreds of projects in low-income communities, creating nearly 13,000 per-
manent full-time jobs and 23,000 construction jobs. 

• Over the past 5 years, through 2020, Capital Magnet Fund award recipients 
helped secure financing commitments for tens of thousands of affordable hous-
ing units. Since 2013, the CDFI Bond Program has supported $1.3 billion in af-
fordable financing for community facilities, nonprofits, commercial real estate, 
and other community development projects. 

• CDFI Fund financial assistance helped boost the capacity of hundreds of CDFIs 
in 2020. The Small-Dollar Loan Program enabled 52 CDFIs to increase their ca-
pacity to provide fair and affordable loans in their communities and to help 
unbanked and underbanked borrowers build their credit. The Economic Mobility 
Corps, Bank Enterprise Awards, and CDFI Technical Assistance programs all 
helped boost CDFI capacity to serve low-income communities. 

Fiscal Year (FY) 2021 was the busiest year in the history of the CDFI Fund. Alto-
gether, the CDFI Fund provided nearly $1.5 billion in monetary awards and loans, 
including $1.25 billion through the CDFI Rapid Response Program and over $180 
million in technical and financial assistance awards. The Fund also committed to 
guaranteeing $100 million in bonds and allocated $5 billion in New Markets Tax 
Credits. 
CDFIs and Pandemic Relief 

CDFIs played an essential role in helping stabilize and support vulnerable com-
munities during the pandemic. America’s low-income rural and urban communities 
have borne not just the health consequences but also the economic consequences of 
the pandemic. High unemployment rates and small business failure were primarily 
concentrated in the underserved communities where CDFIs work. 

During this unprecedented time in history, CDFIs answered the call of 
marginalized communities and small businesses through participation in the Pay-
check Protection Program (PPP) and delivering innovative financial products and 
programs to provide loans and investments; capacity building; training and tech-
nical assistance services; and promoting development services efforts that bring 
credit and capital to individuals and communities. 

After the first round of PPP loans went overwhelmingly to sophisticated borrowers 
and well-connected businesses, Congress established a set-aside for future rounds 
for Community Financial Institutions (CFIs), which included CDFIs and other mis-
sion-based lenders. The effort succeeded. Community lenders reached underserved 
businesses with a much greater proportion of their PPP loans than conventional 
banks. According to the SBA, through May of 2021, CDFIs made 1.3 million PPP 
loans totaling over $30 billion or 21 percent of total loans. Their average loan size 
was $21,653 compared to $41,560 across all lender classes, and nearly 40 percent 
of their loans reached business in low- and moderate-income communities, compared 
to 28 percent across all lending sources. 

Additionally, CFI loans reached more small businesses. For example, 78 percent 
of their PPP loans went to businesses requesting less than $250,000. Moreover, 15.7 
percent of CFI-made loans were made to businesses in rural communities, closely 
keeping with the 16.6 percent of all loans (some $45.5 billion) that went to rural 
businesses. 

The 116th Congress made a substantial investment in CDFIs. Recognizing the 
critical role played by CDFIs in rural and urban communities across the country, 
The Consolidated Appropriations Act, 2021 (P.L. 116-260) provided: 

• $1.25 billion for CDFIs to provide technical and financial services to commu-
nities and businesses hard hit by the Coronavirus pandemic. In February, the 
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CDFI Fund released the application for the so-called Rapid Response Program 
(RR), and in June 2021, it awarded grants to 850 certified CDFIs; 

• $1.75 billion for CDFIs and Minority Depository Institutions (MDIs) increase 
lending and investing activity targeted to low-income and minority communities 
and populations. We hope to see more information from the CDFI Fund on this 
initiative soon; and 

• $9 billion for the Emergency Capital Investment Program (ECIP). ECIP was de-
signed to provide capital to depository institutions that are certified CDFI or 
MDIs. The Department of the Treasury opened the application process for 
CDFI’s and MDIs in March 2021 and received over 200 applications totaling 
more than $12 billion in requests. On December 14, Secretary Yellen and Vice 
President Harris announced the deployment of $8.7 billion of direct investments 
in banks, credit unions, and holding companies that are certified CDFIs or 
MDIs. 

As the economy slowly improves, the small businesses that survive will have a 
pressing need for the patient capital, particularly working capital, to get their busi-
nesses back on their feet. CDFIs could have done more if they had the capital and 
if more CDFIs had been approved as PPP lenders during the early days of the pro-
gram and can do more going forward. 
Looking to the Future 

The recent growth of the CDFI industry presents both opportunities and chal-
lenges. The Federal Government made an unprecedented investment into CDFIs 
over the past few years with the hope of further scaling the industry and expanding 
its impact. CDFIs’ performance during the pandemic showed they have the capacity 
to deliver a high volume of financial products and services to communities and peo-
ple outside the economic mainstream. However, Congress—and the CDFI Fund— 
can do more to scale the CDFI movement while ensuring that certified CDFIs main-
tain their role as trusted, mission-driven lenders in underserved communities. 
Proposals 

$1 billion in annual appropriations for CDFI assistance programs through the 
CDFI Fund: The CDFI Coalition urges Congress to invest more in CDFIs by in-
creasing the annual authorization to $1 billion for the CDFI Fund. The CDFI Coali-
tion projects the following outcomes from $1 billion in annual appropriations for the 
CDFI Fund: 

• $12 billion in total investment in low-income communities, over 100,000 afford-
able housing units created or preserved, thousands of loans and investments in 
childcare centers, health clinics, and community facilities, nearly two million 
consumer and home ownership loans, and hundreds of thousands of loans and 
investments in businesses in target markets. 

Strengthen the Bond Guarantee Program (BGP): Despite the unique benefits of 
the BGP, the program has not realized its full potential. Only 26 CDFIs have par-
ticipated in the bond program and as Qualified Issuers, and many CDFIs, particu-
larly smaller organizations, are not able to access this valuable source of long-term, 
fixed-rate financing. The CDFI Coalition agrees with CRF, USA’s recommendations 
on strengthening the program by (1) reducing the minimum bond issuance from 
$100 million to $25 million and (2) increasing program efficiency and consistency 
by granting the BGP permanent authority. 

Build the administrative capacity of the CDFI Fund: To sustain the recent mo-
mentum and growth in the CDFI industry, Congress should support efforts to build 
the administrative capacity of the CDFI Fund. The previous Administration pro-
posed four consecutive budgets aimed at dismantling the Fund. The agency needs 
more resources to administer a growing portfolio of financial assistance awards, 
bonds, and tax credit. The CDFI Fund needs more people and an investment in sys-
tems to administer its programs and authorities, to say nothing of compliance moni-
toring and providing technical assistance. 

Seek additional CDFI feedback on the certification process: With the additional ad-
ministrative resources, the CDFI Fund can refocus on overhauling the certification 
process. The Fund released its draft certification rule for public comment in 2019 
but delayed implementation of the rule due to the pandemic. The pandemic has 
drastically altered the situation in CDFIs’ target markets. 

Since 2019, the CDFI industry has grown significantly in size and scope. Before 
proceeding with the certification rule crafted in 2019, the Coalition urges the CDFI 
Fund to convene stakeholder meetings with the CDFI industry. Many CDFIs—in-
cluding CDFI loan funds—have used additional resources to expand their service 
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areas. The certification rule proposed in 2019 may make it difficult for many estab-
lished CDFIs to scale and serve more markets. This is particularly the case for 
CDFIs with a multistate footprint. 

The certification rule must also ensure CDFIs maintain their high standards for 
thoughtful lending and investment in their target markets. With more resources, 
the CDFI Fund can continue to monitor the performance of the expanding CDFI in-
vestment footprint and ensure that new entrants to the industry are providing af-
fordable financial products and services in underserved communities. 

Update the Community Reinvestment Act: The Community Reinvestment Act has 
been a powerful tool in delivering financial services to historically disadvantaged 
populations. CDFIs rely on CRA to secure capital from private financial institutions, 
a key source of capital. Without CRA, today’s CDFI industry would be a fraction 
of its current size and the scale of its lending and impact correspondingly reduced. 
Communities count on CDFIs, and CDFIs depend on CRA to secure capital. The Co-
alition was pleased that the Office of the Comptroller of the Currency withdrew the 
final rule for its misguided 2020 CRA overhaul earlier this year. We are encouraged 
by the willingness of the three regulatory agencies to work together on a CRA uni-
fied framework. While CRA has been generally successful, it is in need of an update 
and a tune-up. To meet CRA’s requirements, banks invest in affordable housing, 
small businesses, and other community development activities that bring histori-
cally disadvantaged populations into the economic mainstream. However, as the re-
cent pandemic and the protests of the summer of 2020 made clear, the legacy of 
discriminatory red-lining lives on in many communities of color where poverty and 
unemployment still outpace the national average and community infrastructure is 
inadequate. With the right data-driven reforms, CRA can be much more effective 
in delivering on its original promise for these communities. 

At a baseline, CRA modernization should result in a net increase in both the 
quantity and quality of financial products and services available in LMI areas. The 
burden is on Federal regulators to show—with data and evidence—that their reform 
proposals can meet those baseline goals for reform. The Coalition believes a modern-
ized CRA framework should meet the following five tests. Reforms should: (1) boost 
the voices and input of community groups in conducting CRA exams and developing 
CRA ratings; (2) generate additional investment in traditional community develop-
ment activities in CRA deserts; (3) encourage thoughtful, high-impact investments 
significant benefits to low- to moderate-income (LMI) communities; (4) strengthen 
accountability for financial institutions; and (5) most importantly, ensure financial 
institutions are serving people of color and traditionally disadvantaged groups. 

Conclusion 
The last Congress made a substantial bet on CDFIs as a conduit for delivering 

relief and revitalization to our hardest-hit communities and populations. Thus far, 
the bet has paid off. The CDFI industry is growing, serving more businesses and 
families, and delivering financial services to areas of persistent poverty and unem-
ployment. Providing more resources through the CDFI Fund will ensure the contin-
ued growth of mission-driven financial services. 

Thank you for this opportunity to testify. I would be happy to respond to any 
questions. 
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PREPARED STATEMENT OF LAKOTA VOGEL 
EXECUTIVE DIRECTOR, FOUR BANDS COMMUNITY FUND, EAGLE BUTTE, SOUTH 

DAKOTA 

JANUARY 5, 2022 

Thank you Chairwoman Smith, Ranking Member Rounds, and distinguished 
Members of the Subcommittee I am honored to have been included as a voice in this 
important hearing to share the successes and challenges of CDFIs serving under-
estimated communities across the Nation. 

My name is Lakota Vogel. I am an enrolled member of the Cheyenne River Sioux 
Tribe, born and raised on a ranch in South Dakota. I am the Executive Director 
of Four Bands Community Fund, a 22 year old rural, Native CDFI that started by 
serving all residents of the Cheyenne River Sioux Reservation in north central 
South Dakota and expanded in 2013 to serve native entrepreneurs across the entire 
State. I am on the executive committee of the South Dakota Native Homeownership 
Coalition and a member of the Mountain Plains Regional Native CDFI Coalition. 

I am here today to share the perspective of on the ground leaders within the Na-
tive CDFI movement, which spans 69 separate organizations operating across 27 
States. The core of our mission and purpose of our programming is aimed at leveling 
inequities stemming from a historic lack of investment and access to capital, as well 
as noninclusive policies, in the communities we serve. 

With two decades of experience, Four Bands has continuously improved our prod-
ucts and services to successfully deploy over $25 million across the State. We utilize 
an integrated approach in lending which fuses relationship building and learning 
with loan products. Our suite of programs are designed to revive traditional culture 
that supports self-sufficiency by focusing on two core areas: 

• Entrepreneurship—Four Bands offers a comprehensive business training pro-
gram, customized business coaching, and several lending products to help entre-
preneurs at various stages of development start or expand a business. Our busi-
ness loans provide up to $250,000 in capital that can be used for equipment and 
inventory purchases, working capital, acquisition of land or buildings, construc-
tion of buildings, and/or leasehold improvements for a commercial space. We 
also operate a business incubator that provides physical space, in addition to 
our entrepreneur programming, to six businesses. Our average business loan 
client is a female head of household who dreams of starting a business in the 
service industry that doesn’t require a lot of start up capital, such as a res-
taurant, day care or a hair salon. In turn, these industries have a thin profit 
margin and have more difficulty accessing capital from financial institutions be-
cause of their small dollar nature and small balance sheet. Four Bands has de-
ployed over $20 million to the small business sector resulting in the creation/ 
expansion of over 300 native owned small businesses and we can proudly say, 
due to lots of innovation, with partners like CRF, and resource stacking, we did 
not lose one small business to the pandemic across the State. 

• Consumer and Home Ownership—A unique challenge within our communities 
is invisible credit histories. We are fortunate to have 4 financial institutions 
serving Cheyenne River, but only 1 of them, the Credit Union reports to the 
Credit Bureaus. So we have generations of borrowers, utilizing debt tools for 
decades at the local institutions who remain invisible not due to the individual 
borrowers behaviors but due to institutional decisions. Four Bands began re-
porting to the credit bureaus in 2010. Our foresight and community minded-
ness, has primed our market for home ownership. 

As our balance sheet grew, we were finally able to offer mortgage products to our 
community in 2019 in partnership with USDA as 1 of the 2 pilot sites for the 502 
Direct Lending program. While we were able to close 8 mortgages with initial pilot, 
we spurred the demand and have since closed a total 42 mortgages on Cheyenne 
River within 1-and-a-half years. 

My recommendations today are simple: 
1. Advance the Native American Rural Homeownership Improvement Act. Thank 

you to Chairwoman Smith and Ranking Member Rounds for cosponsoring this 
legislation. The pilot was an enormous success and we’ve now built up a de-
mand of over $7 million that cannot be met within our community. Access to 
these funds should include all Native CDFIs across the Nation. 

2. Increase the Native American CDFI Assistance (NACA) appropriations to 
$50M to meet the needs. Overall Government spending has increased by 30 
percent, and the CDFI Fund appropriations have increased by 13.7 percent, 
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but the annual appropriations for NACA have remained stagnant since 2014 
and demand for service is increasing. 

All of this to say, the tool, the Native CDFI tool works, it’s just chronically under-
capitalized. We are part of the communities we serve. We run into our clients in 
the grocery store. We sit on the Daycare Board of Directors desperately trying to 
keep these vital programs running. As Native CDFI staff and community members, 
we are woven into the fabric of the community and almost every aspect of our cli-
ents financial lives. There’s no comparison to sitting across from our clients at tax 
time, assessing their earnings for the year and planning for the future. We are the 
gentle nudge to savings accumulation and the sounding board for many of the finan-
cial decisions our families make. We believe ‘‘how you perceive is how you proceed.’’ 
We perceive opportunity because our success as Nation builders is intricately woven 
into the success of our neighbor. 

Thank you for this opportunity to testify. 



134 

1 ‘‘CDFIs Stepping Into the Breach: An Impact Evaluation’’, 2014, Carsey Institute for Public 
Policy University of New Hampshire. 

RESPONSES TO WRITTEN QUESTIONS OF CHAIR SMITH 
FROM JOHN HOLDSCLAW, IV 

Q.1. What steps, if any, should be taken to improve the diversity 
of leaders in the CDFI sector? 
A.1. Community development initiatives succeed when organiza-
tions are representative the communities they serve. Congress 
should continue to support programs and initiatives that bolster 
the capacity of emerging CDFIs, many of which are led by people 
of color. Since FY 2004, the CDFI Fund has included a Small and 
Emerging CDFI (SECA) category as part of the FA award. The 
SECA category provides smaller levels of financial assistance to 
CDFIs with fewer assets or those in operation for fewer than three 
years. CDFIs use SECA awards for financing capital, loan loss re-
serves, capital reserves, financial services, or development services. 
In appropriations statutes, Congress typically waives the require-
ment for SECA award recipients to provide a ‘‘match.’’ 

A 2014 study by the Carsey Institute found that SECA grants 
have been successful in building the organizational capacity of new 
and emerging CDFI loan funds. ‘‘Assets and loans grow, earned in-
come grows, as does personnel expense. The CDFI [Fund] invest-
ment strengthens these organizations and causes growth.’’ 1 

In FY 2021, the CDFI Fund made 68 SECA grants for a total of 
$19.9 million. Bolstering and creating permanent funding streams 
through programs like SECA for small and emerging CDFIs is one 
strategy to improve the diversity of leaders within the CDFI sector. 
Q.2. What do you believe to be the biggest challenge to CDFI cer-
tification for prospective CDFIs? 
A.2. Right now, the biggest challenge is that the CDFI Fund needs 
more staff and resources. 

As I testified, the economic consequences of the COVID–19 pan-
demic on low-income communities and populations have been se-
vere, and CDFIs have stepped up to provide financial products and 
services in economically distressed communities through the Pay-
check Protection Program (PPP) and other programs. In the Con-
solidated Appropriations Act of 2020, Congress made a historic in-
vestment in CDFIs. The combination of continuing need to revi-
talize distressed communities, as well as the opportunity afforded 
by the greater appropriations, has increased the interest in the 
CDFI program and, consequently, in CDFI certification. There has 
been a great increase in the number of certified CDFIs. In 2017 
there were some 700 certified CDFIs, and in 2021, there are now 
more than 1,300. 

Appropriations to support the work of the Fund have not kept 
pace. In 2017, the CDFI Fund had 77 full-time employees (FTEs). 
The number actually fell to 70 in 2020. The budget request pro-
poses to fund 89 positions in 2022. 

The CDFI Fund needs more staffing and improved technology to 
handle the growth in certified CDFIs over the last 5 years, in addi-
tion to the increased demand that has been developed by new orga-
nizations seeking to become certified CDFIs. The Fund needs to in-
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vest in an expanded and robust technical assistance program to as-
sist existing certified CDFIs in implementing programs and to as-
sist new organizations seeking certification on the details of certifi-
cation policy and procedures. 
Q.3. How has the CDFI Fund’s guidance and technical assistance 
(e.g., webinars, meetings, user guides, etc.) been helpful to you? 
How do you believe the CDFI Fund can improve outreach and guid-
ance? 
A.3. The CDFI Fund can improve its technical assistance by pro-
viding on the ground technical assistance aimed at both existing or-
ganizations as well as those considering CDFI certification. Such 
an effort conducted by CDFI Fund employees, qualified technical 
assistance organizations or both should be aimed at program imple-
mentation and compliance issues for existing CDFIs and training 
and technical assistance on certification and related topics for those 
organizations considering seeking certification. 

RESPONSES TO WRITTEN QUESTIONS OF 
SENATOR MENENDEZ FROM JOHN HOLDSCLAW, IV 

Q.1. The Build Back Better Act currently being debated by Con-
gress contains many crucial investments in community develop-
ment. For instance, the House-passed version of the bill provides 
$2.2 billion dollars to eligible institutions, including CDFIs, to as-
sist first-time, first-generation homebuyers. It also contains $3 bil-
lion dollars for these institutions for community facilities and other 
housing and civic infrastructure. 

Could you describe what kind of impact these programs could 
have in the communities your institution serves? 
A.1. In addition to the $5.2 billion you mentioned, provisions with-
in the House-passed Build Back Better (BBB) legislation included 
a substantial investment in Federal housing and community devel-
opment programs totaling $17.5 billion, including $925 million at 
the CDFI Fund to establish the Housing Investment Fund, a new 
program authorization designed along the lines of the Capital Mag-
net Fund. Other programs that received substantial investments 
within the legislation include housing vouchers, public housing, 
HOME, CDBG, and new initiatives for community revitalization. 

CDFIs have a strong track record of financing community facili-
ties and affordable housing. In 2020, according to data from the 
2020 Annual Certification report, CDFIs provided nearly $6 billion 
in capital to health care facilities, schools, nonprofits, daycare cen-
ters, and other community facilities. They also provided $38 billion 
in financing for mortgages and home improvement loans. 

CDFI Program award recipients—who represent a mere fraction 
of all CDFI activity, financed nearly 50,000 units of affordable 
housing. 

CDFIs leverage $12 for every dollar in Federal assistance. The 
CDFI Coalition recently projected the impacts for $1 billion in an-
nual appropriations for the CDFI Fund (our FY 2022 and FY 2023 
request): 

• $12 billion in total investment in low-income communities, 
over 100,000 affordable housing units created or preserved, 
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thousands of loans and investments in childcare centers, 
health clinics, and community facilities, nearly two million con-
sumer and home ownership loans, and hundreds of thousands 
of loans and investments in businesses in target markets. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARNOCK 
FROM JOHN HOLDSCLAW, IV 

Q.1. What do you think we can do to make the process to becoming 
a CDFI more efficient for institutions that are qualified and want 
to become certified to be able to do so? 
A.1. As indicated in my responses to Senator Tina Smith’s ques-
tions, the CDFI Fund needs additional staff and resources to im-
prove the efficiency of the CDFI Certification Process. On January 
31, CDFI Fund Director Jodi Harris released a message outlining 
the agency’s priorities and ongoing initiatives. Included within her 
message was an acknowledgment that while there had been a 
working agency policy for CDFI applications to be processed within 
90 days of receipt, the CDFI Fund is now unable to keep to that 
timeline. Reports from applicants indicate that current wait times 
for certification now hovers between 6–10 months. 

There are four primary elements needed to help create a more 
efficient certification process. Certainly, increasing department 
staffing to adequately handle the volume and complexity of certifi-
cation applications is in order. Additionally, direct case manage-
ment and business hour access to a staff-answered helpline would 
offer a capacity for prompt responses and immediate assistance to 
certification applicants that is currently missing. Working in tan-
dem with that approach, increasing investment in application 
Technical Assistance resources and detailed application guidance 
would facilitate greater application efficiency. Ultimately, the re-
sources provided should work to ensure that the current applica-
tion backlog decreases, the timeline for certification by agency staff 
gets back to within a 90-day processing window, and the CDFI 
Fund continues to maintain its high standards for CDFI certifi-
cation. 
Q.2. Would you please describe your experience working with the 
Paycheck Protection Program? How did your members leverage 
their experience as a CDFI to get the relief out to communities you 
serve? 
A.2. When PPP was first enacted, all businesses and financial in-
stitutions were not treated equally. Large banks and businesses 
with established finance infrastructure were best equipped to lever-
age Federal pandemic resources. The communities, financial insti-
tutions, and businesses most at risk of collapse were the last in 
line for access to these resources. 

According to the SBA’s COVID Relief Paycheck Protection Pro-
gram Report (data as of 05/24/2021), Community Financial Institu-
tions. 2 approved 1,389,287 loans for more than $30.08 billion of 
PPP funds. The average loan size was $21,653, and 77.9 percent of 
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these loans went to firms requesting less than $150,000 in PPP 
loans. 39.7 percent of funds went to businesses located within low- 
and moderate-income communities. 

During the disbursement of PPP loans, our members saw a 
record jump in public requests for information about how to access 
CDFIs within local communities. What the experience from PPP 
shows is that with additional resources, CDFIs have the capacity 
to provide a much greater level of financial products and services 
to low-income communities and populations. 
Q.3. Have your members been able to utilize the CDFI Rapid Re-
sponse Program, and has the program been effective? 
A.3. The money from the Rapid Response Program (RRP) was 
awarded in June 2021. Subsequently, our members are just start-
ing to see the results in their communities. The program was es-
tablished to provide the necessary capital for CDFIs to respond to 
economic challenges created by the COVID–19 pandemic, particu-
larly in underserved communities, and those challenges remain to 
this day. 

Overall, 863 CDFIs were awarded $1.25 billion in RRP funds for 
distribution. The legislation directed at least $25 million to be 
awarded to benefit Native Communities. When the awards were re-
leased, the award recipients included 58 organizations that com-
mitted to direct their awards to investments in Native American, 
Native Alaskan, and Native Hawaiian communities; they received 
a total of $54.6 million in awards. In addition, 28 organizations 
that primarily serve Puerto Rico received $47.3 million in awards, 
and 90 minority depository institutions received a total of $133.9 
million in awards. 

In terms of meeting the needs of small towns and rural America, 
277 CDFIs serving small urban areas received $414 million in 
awards, and 245 CDFIs serving rural users received $353 million 
in RRP awards. 

Given the high demand and general scramble to access initial 
pandemic-relief funds, such as Paycheck Protection Program loans, 
the ability to separately access additional pandemic-relief RRP 
funds has been beneficial for our member CDFIS. Given the effects 
of the Delta and Omicron variant waves in prolonging business re-
covery efforts from COVID–19, the availability of the RRP funds is 
extremely helpful for vulnerable businesses still attempting to 
manage the economic fallouts from the pandemic. 
Q.4. The Build Back Better Act as passed by the House includes 
a new Community Restoration and Revitalization Fund (CRRF) 
program at the Department of Housing and Urban Development. I 
strongly support the CRRF proposal to advance place-based policies 
that could be scaled significantly such as those led by Purpose 
Built Communities, a national nonprofit founded in Atlanta, Geor-
gia, after the successful revitalization of the East Lake neighbor-
hood. Would you please speak to the potential impact of a program 
such as the CRRF to support community led development projects? 
Would you elaborate on the importance of including local commu-
nity stakeholder in these development projects, and why strategies 
should be place-based? 
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A.4. Last fall, the CDFI Coalition joined with a coalition of Main 
Street advocates, parks and public space organizations, affordable 
housing developers and stakeholders, and other mission-based enti-
ties to support the creation of the Community Restoration and Re-
vitalization Fund (CRRF) at HUD. Congressional support for in-
vestments in ‘‘community-led redevelopment projects in distressed 
communities’’ as part of the Build Back Better Framework reflects 
a critically important recognition that neighborhoods need a holis-
tic ecosystem of resources to thrive. 

As community partners who have worked with urban, suburban, 
and rural communities for decades, we are aligned behind a com-
mon belief that robust civic infrastructure is essential to creating 
neighborhoods where people want to live, work, and play, as civic 
infrastructure are the places that boost our economy, increase our 
economic and environmental resiliency, support our health and 
well-being, and strengthen our democracy. 

The specific projects may vary between neighborhoods, but across 
the country, we see immense value in the community assets that 
serve as the connective tissue between people and places, particu-
larly when they are located near housing that is affordable to 
households across the income scale. 

However, we have also worked for decades with communities 
that have received neither adequate nor equitable investment in 
this critical infrastructure. In these neighborhoods, segregation and 
concentrated poverty continue to entrench cycles of disadvantage 
that are proven to disproportionately impact Black, Latino, and 
other communities of color. 
Q.5. Would you speak to strategies to target Federal investments 
to catalyze and accelerate holistic community revitalization, beyond 
just putting roofs over folks head? How can we leverage Federal 
dollars to ensure access to quality education, safe and affordable 
housing, as well as access to health care? 
A.5. There are a variety of very effective Federal programs that 
provide discrete funding for specific activities. Community develop-
ment tax credits support the construction of affordable housing, 
bond programs support new school construction, and grant pro-
grams support new and improved federally qualified health centers, 
to name a few examples. All of these initiatives can (and do) ben-
efit from the participation of CDFIs. 

As flexible, mission-driven, community-based financial institu-
tions, CDFIs are attuned and responsive to a broad range of com-
munity needs. They have a track record of mobilizing $12 in capital 
for every dollar of Federal support and putting those resources to 
work in support of affordable housing, small business loans, and 
the improvement of social services. To ensure community develop-
ment programs meet the needs of distressed and underserved com-
munities, we urge Congress to consider set-asides for CDFIs when 
crafting new initiatives. The CFI (and CDFI) set-asides in PPP 
helped deliver more support to the hardest-hit communities. Recent 
legislation in the House to expand access to childcare and early 
childhood education would set aside as much as 15 percent for 
CDFIs to serve as intermediaries and technical assistance pro-
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3 ‘‘Capitalizing on the Capabilities of Child Care Resource and Referral Agencies and Commu-
nity Development Financial Institutions To Stabilize and Increase the Supply of High-Quality 
Child Care’’. https://info.childcareaware.org/hubfs/2021-CCRR%20and%20CDFI%20 
Intermediaries%20PaperFINAL-1.pdf 

viders, and several States have set aside funding through the 
CARES Act and ARPA for CDFIs for this purpose. 3 

RESPONSES TO WRITTEN QUESTIONS OF CHAIR SMITH 
FROM FRANK ALTMAN 

Q.1. Please describe the role of a qualified issuer in the CDFI Bond 
Guarantee program. How does a qualified issuer interact with 
other CDFIs? What role do they play in facilitating financing? 
A.1. The Qualified Issuer (QI) has a multifaceted role in the CDFI 
Bond Guarantee program (BGP). In the initial stage when a 
CDFI(s) is looking for resources, the QI serves as the ambassador 
for the BGP, explaining and educating prospective participants 
about the program, the nature of the capital available, eligibility, 
as well as how and when the funds must be deployed. 

If the CDFI is deemed to be a ‘‘good fit’’ for the program, the QI 
transitions to serving as a ‘‘mission-driven advisor providing tech-
nical compliance and structuring services.’’ In this stage, the QI as-
sists certified CDFIs in their effort to access the BGP which pro-
vides fixed-rate, 30 year fully amortizing debt provided by the Fed-
eral Financing Bank—the sole investor in bonds issued through 
this program. As a ‘‘mission-driven’’ advisor providing technical 
compliance and structuring services, the QI assesses the credit-
worthiness of the eligible CDFI to confirm its ability and willing-
ness to repay the bond obligation. As part of this process, the QI 
will evaluate the lending, disbursing, servicing, and monitoring ca-
pabilities of the CDFI. The QI will then prepare and submit a 
guarantee application to the CDFI Fund on behalf of the eligible 
CDFI. It will also prepare and submit a term sheet. During this pe-
riod, the QI facilitates an ongoing review, presentation, and nego-
tiation of terms with the bondholder (Federal Financing Bank) and 
the Guarantor (Treasury Department as represented by the CDFI 
Fund program staff). Assuming the guarantee application is ap-
proved, the QI is listed as the lender of record and issues the bond. 
Throughout this process, the QI is providing technical assistance to 
the eligible CDFI(s) on how to best leverage the bond funds to sup-
port its lending activities most effectively. This involves actively 
engaging with and listening to the eligible CDFI(s) to design and 
develop financial structures that meet the credit needs of the bor-
rowing CDFI(s). 

Once the bond has been issued, the QI takes on the role of ‘‘pro-
gram administrator’’ managing, monitoring, and guiding the 
CDFI(s) as they utilize the Bond Loan funds. Servicing oversight 
is a key function performed by the QI staff facilitating draw-downs 
on Bond Loan funds for the participating CDFI(s). They also offer 
technical assistance with respect to pricing strategy and optional 
redemption of Bond Loan funds. As program administrator, the QI 
provides oversight and guidance to the CDFI participant(s) assist-
ing with compliance, reporting, receiving, and reviewing each Sec-
ondary Loan Certification. The QI is responsible for enforcing the 
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terms and requirements of the Bond Trust Indenture and Bond 
Loan Agreement as well as the Agreement to Guarantee. Collateral 
and credit enhancements are reviewed by the QI staff on an ongo-
ing basis. Agency administrative fees are paid by the QI pursuant 
to a predefined payment plan. The QI also submits all required re-
ports and additional documentation as requested by the CDFI 
Fund in a commercially reasonable fashion. 

In summary, the QI is responsible for sourcing, structuring, eval-
uating, and closing of Bond Loans with eligible CDFIs. Through the 
sales process, the QI assesses the capacity of the eligible CDFI(s) 
to lend and key capabilities required to meet the standards and ex-
pectations associated with a Federal credit program. Each QI main-
tains a robust front-end process to source, review, approve, and ne-
gotiate terms for a wide variety of CDFIs seeking to access the 
Bond program. The QI also provides ongoing support on technical 
matters such as strategies for accessing the debt, structuring, and 
utilizing program funds, and troubleshooting issues that arise over 
the term of the bond. Thus the QI’s role is to build the capacity 
of eligible CDFIs to use the Bond Loan funds most effectively to 
support their financing activities in underserved communities. 
Q.2. Please describe how the Bond Guarantee program has been 
used for childcare facilities. 
A.2. The Bond Guarantee program has been used to support 
childcare facilities. According to the Office of the Inspector General, 
Department of the Treasury, Audit of the Community Development 
Financial Institutions Fund’s Financial Statements for Fiscal Years 
2021 and 2020, December 15, 2021, $13 million has been disbursed 
since inception of the Bond Guarantee program for childcare facili-
ties with another $30 million in proposed disbursements. One orga-
nization on whose behalf CRF has issued guaranteed bonds is the 
Low Income Investment Fund (LIIF), a preeminent CDFI. LIIF 
provided the following examples of how they have used bond guar-
antee resources to finance childcare facilities. 

The Low Income Investment Fund (LIIF), a national nonprofit 
CDFI loan fund and a leading CDFI in the early care and edu-
cation finance space, has used BGP for three childcare facilities 
since 2016. Each of these projects reflects a unique and flexible use 
of the program, including helping childcare providers purchase the 
facility they previously rented and helping a developer finance a 
mixed-use development in which a childcare provider was a tenant. 

• Mission Child Care Consortium, Inc. (San Francisco, CA). Mis-
sion Child Care Consortium, Inc. (MCCCI) has provided sub-
sidized childcare in San Francisco for over 35 years. In 2017, 
LIIF provided a $3.5 million loan to purchase the building that 
MCCCI had been leasing since 1985. The purchase price (and 
appraisal) was $5.6 million, and the remaining balance was 
covered by a combination of grants and cash equity. This al-
lowed MCCCI to replace their $312,000 annual lease with a 
$267,000 annual mortgage payment, alleviating some financial 
pressure on the organization. MCCCI intended to raise funds 
over the 10-year term of the loan to make periodic unscheduled 
principal reductions to the outstanding balance to be refi-
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nanced at maturity. They have now reduced the principal bal-
ance to $2.4 million. 

• St. Nicks Alliance/Small Steps Daycare (East Williamsburg, 
Brooklyn, NY). LIIF provided $13.5 million in total financing 
to help preserve a community facility in East Williamsburg, 
Brooklyn that had been a staple of the community for over 40 
years, providing both childcare and a senior center to low-in-
come residents. In 2013, a new owner purchased the property 
with the intent of evicting the center operator and redevel-
oping the site as luxury condominiums, even going as far as 
serving the center staff with a 30-day eviction notice on Christ-
mas Eve. After a lengthy legal and PR battle, armed with sup-
port from the community and local elected officials, SNA suc-
ceeded in securing an agreement to purchase the property di-
rectly from the owner. LIIF provided a $7.47 million acquisi-
tion loan to SNA Ainslie LLC, an affiliate of St. Nick’s Alliance 
(SNA), to help bridge grant funding that local elected officials 
had designated for the project. LIIF then provided $4 million 
in permanent financing for the project in the form of a 25-year 
loan through BGP. LIIF was able to make this BGP loan be-
cause it is a program of a strong multiservice nonprofit with 
the balance sheet to support the long-term debt service obliga-
tions even though the childcare center may encounter volatility 
in its operating revenues over the years. 

• Cooper Gardens-Tender Tots Child Care (Bronx, NY). LIIF pro-
vided $9 million loan to L&M Development Partners, Inc., to 
finance the multitenant commercial component of a mixed use 
affordable housing property in which one of the tenants was a 
childcare center. The commercial component of the project was 
too large to be included within the housing financing, so BGP 
was a good option that helped the developer secure the con-
struction financing. The developer had the strength and where-
withal to carry the project to completion, which took several 
years. LIIF’s BGP loan provided long-term predictability to the 
developer at a competitive rate, which will help keep rents to 
the commercial tenants—including the childcare center—for 
many years. 

In addition to using BGP for childcare facilities, LIIF completed 
a $10 million New Markets Tax Credit (NMTC) structure in part-
nership with the City of San Francisco’s Office of Early Care and 
Education to enable financing for multiple childcare centers. Mis-
sion Neighborhood Center (MNC) leased a commercial space in a 
new construction building (which included three commercial spaces 
and 157 units of affordable housing) and needed financing to build 
out the 8,150 square foot space. The combination of grant funding 
and $2.44 million in NMTC subsidy brought the interest rate down 
to 1.28 percent with annual debt service of $30,000. Although not 
applicable to this project, a potential use of BGP for other childcare 
facilities financed using NMTC would be converting the NMTC fi-
nancing to permanent financing through BGP, thereby allowing the 
provider to access long-term, low-cost, fixed-rate financing at the 
end of the 7-year NMTC period. 
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Q.3. What effects would the CDFI Bond Guarantee Program Im-
provement Act have on the program and on CDFIs’ ability to raise 
capital? How would it impact childcare facilities? 
A.3. CRF believes the CDFI Fund Bond Guarantee Program Im-
provement Act would expand the ability of CDFIs to raise capital 
and to provide additional support for childcare facilities. LIIF, a 
CDFI on whose behalf CRF has issued Bond funds provided the re-
sponse below. 

The CDFI Bond Guarantee Program Improvement Act would 
have a positive impact on the program and would increase CDFIs’ 
ability to direct BGP resources to childcare facilities. First, perma-
nently authorizing BGP will provide much-needed certainty and 
clarity about the program’s ongoing ability to serve as a reliable re-
source to CDFIs and our borrowers. Certainty and reliability are 
critical ingredients to successful financing across all asset classes, 
including childcare, and can motivate further innovation. Second, 
reducing the minimum loan size to $25 million will also help in-
crease smaller CDFIs’ access to the program, many of whom likely 
have existing relationships with local childcare providers who could 
benefit from BGP financing. 

While the CDFI Bond Guarantee Program Improvement Act 
would have a positive impact on CDFIs working to finance 
childcare facilities, the most urgent and critically needed form of 
assistance for childcare facilities is additional grant capital. The 
childcare business model itself is economically tenuous. Even with 
childcare costs already out of reach for most households, staffing 
demands, nontraditional hours, and other unique expenses re-
quired to care for young children means that it costs more to oper-
ate a childcare program than most tuition payments can cover. The 
childcare sector overall has been historically underfunded, so what 
little operating subsidies that are available to childcare providers 
often help them simply break even. 

There is also no dedicated source of Federal funding to acquire, 
construct and renovate childcare facilities, meaning that providers 
must be incredibly innovative in finding flexible sources of afford-
able capital to meet their facility’s needs. Most childcare providers 
are unable to access traditional financing sources to cover costly ac-
quisition, renovation, or construction costs associated with improv-
ing their facility or opening and expanding into a new space. Many 
CDFIs, including LIIF, have been working for decades to cobble to-
gether various resources from State and local governments, philan-
thropy, and private sources to help providers meet their facility 
needs. Given the challenging economics in the industry, the vast 
majority of providers are unable to accommodate or sustain debt fi-
nancing, and instead rely on grant capital and other forms of for-
givable loans. 

The National Children’s Facilities Network (NCFN), which LIIF 
cochairs, is a Network of more than 60 CDFIs, financial and tech-
nical assistance intermediaries, and other childcare stakeholders 
focused on elevating the importance of high-quality childcare facili-
ties and strong business models. NCFN strongly supports Federal 
funding to establish a dedicated source of capital to acquire, con-
struct and renovate childcare facilities, with a set-aside of re-
sources for CDFIs and other intermediaries to offer critical tech-
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nical assistance and capacity building support. This model has 
been proposed in Assistant Speaker Katherine Clark’s Child Care 
is Infrastructure Act (H.R. 1911), as well as included in an early 
version of the House Ways and Means Committee’s Build Back 
Better Act. 
Q.4. Why do you believe that secondary markets are needed for 
CDFI small business lending? 
A.4. When I cofounded Community Reinvestment Fund, USA 
(CRF) in 1988, there were scores of community-based revolving 
loan funds (RLFs) in cities, neighborhoods and small towns 
throughout Minnesota that were lending money for business and 
economic development from a variety of funds. All of these RLFs 
relied on repayments from borrowers to recapitalize their funds for 
future lending. The slow rate at which these RLFs received cash 
repayments often caused them to run out of cash sufficient to make 
more loans. Very few of these RLFs were capable of raising cash 
by borrowing, so they were unable to respond to local needs in a 
reliable and consistent manner. CRF was created to provide liquid-
ity to RLFs (precursors to CDFIs) and public economic development 
agencies by allowing them to sell their loans and use the cash to 
make new loans. This secondary market greatly increased the ve-
locity of dollars in the RLFs and reduced their need to seek govern-
ment or philanthropic grants. CRF served as an aggregator of loans 
from local RLFs and ultimately transformed the loan pool into 
investable securities through the process of asset securitization. 

Secondary markets would be extremely helpful for CDFI small 
business lenders because they will provide liquidity through the 
purchase of loan assets, thereby alleviating the lending constraints 
imposed by the size of their balance sheets. An active secondary 
market will enable CDFIs to significantly expand their lending vol-
umes without overleveraging their balance sheets. And it will pro-
vide safe, responsible lending products for small businesses. Hav-
ing a secondary market would therefore allow CDFIs to free up 
space on their balance sheet when they reach a point where they 
need to raise additional equity to maintain a prudent leverage ratio 
(equity as a percent of assets). 

Two critical infrastructure components are needed to do this at 
scale: First, CDFIs need access to a large-scale and liquid sec-
ondary market where they can sell their loans on an ongoing basis. 
The secondary market for the guaranteed portion of SBA 7(a) loans 
offers a good example of an effective secondary market for small 
business loans. Second, secondary market intermediaries need ac-
cess to warehouse facilities to enable them to aggregate loans for 
securitization. The larger the pool of aggregated loans, the lower 
the risk to investors through asset diversification. Larger pools are 
also more cost efficient and ultimately deliver better pricing to 
CDFIs. 

Periods of financial stress, such as the Great Recession and the 
COVID–19 pandemic, demonstrated the critical role CDFIs played 
providing a lifeline to struggling small and BIPOC-owned busi-
nesses that did not have an existing relationship with a commercial 
bank by offering Paycheck Protection Program (PPP) and other 
types of relief loans. They soon exhausted their existing lending 
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capital and would not have been able to make more PPP loans 
without the Federal Reserve System’s Paycheck Protection Pro-
gram Liquidity Facility (PPPLF) which extended credit to eligible 
financial institutions (including CDFIs) taking the loans as collat-
eral at face value. While the PPPLF was a secured financing vehi-
cle rather than an asset-purchase vehicle, it showed that the Fed-
eral Reserve could play a direct role in supporting CDFI liquidity 
needs to continue lending during the crisis. 

The lessons of the PPPLF provide policymakers with a road map 
of how to help CDFIs increase their impact and reach underserved 
BIPOC, rural and Tribal communities. Specifically, policies that 
foster the development of secondary markets for small business 
loans, as well as other types of CDFI loans, are an essential compo-
nent of a well-functioning financial system that incorporates liquid-
ity mechanisms to support the smooth flow of credit to customers 
by providing an outlet for these assets. Furthermore, funding facili-
ties offering a ready source of cash, like a discount window for 
CDFIs, would ensure these institutions have the financial re-
sources to expand their lending to meet the credit needs of their 
clients. Both the ability to sell assets through secondary markets 
and accessing cash through funding facilities are vital if CDFIs are 
to reach scale and deliver meaningful impact. CRF is encouraged 
by the Senate Banking Subcommittee’s interest in exploring how to 
promote the development of secondary markets for CDFI loans and 
welcomes the opportunity to offer additional input on potential leg-
islative proposals. 
Q.5. Please describe the current state of the secondary market for, 
and securitization of, CDFI loans. 
A.5. At present, there is no formal or established secondary market 
for and/or securitization of CDFI loans. The Riegle Community De-
velopment and Regulatory Improvement Act of 1994 (P.L. 103-325; 
Sept. 23, 1994), which authorized the CDFI Fund and its programs, 
envisioned a role for secondary markets to provide liquidity for 
CDFI lenders and their loans. Section 113 (12 U.S.C. 4712) author-
izes the CDFI Fund to ‘‘provide assistance for the purpose of pro-
viding capital to organizations to purchase loans or otherwise en-
hance the liquidity of community development financial institu-
tions’’ if such organizations meet specific requirements. However, 
Congress never appropriated funding for Section 113 (12 U.S.C. 
4712) and therefore, it has never been implemented. This section 
needs to be modernized or updated to provide a platform for pilot-
ing the CDFI Fund’s role in stimulating secondary markets for 
CDFI loans. 

Prior to the Great Recession, CRF’s business model was to oper-
ate a secondary market for community development loans. We ag-
gregated these loans on our balance sheet using a warehouse line 
of credit provided by a bank. Once we had purchased a predeter-
mined volume of loans, we issued asset-backed securities 
collateralized by these community development loans. However, 
due to changes in the market, we have not engaged in this activity 
since that time. As noted above, there is a well-developed sec-
ondary market for government guaranteed SBA 7(a) loans that is 
available to CDFIs on a limited basis. As one of three CDFIs oper-
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1 Wikipedia defines Securitization as the financial practice of pooling various types of contrac-
tual debt such as residential mortgages, commercial mortgages, auto loans or credit card debt 
obligations (or other nondebt assets which generate receivables) and selling their related cash 
flows to third party investors as securities, which may be described as bonds, pass-through secu-
rities, or collateralized debt obligations (CDOs). Investors are repaid from the principal and in-
terest cash flows collected from the underlying debt and redistributed through the capital struc-
ture of the new financing. Securities backed by mortgage receivables are called mortgage-backed 
securities (MBS), while those backed by other types of receivables are asset-backed securities 
(ABS). 

ating a Small Business Lending Company, CRF offers the regular 
SBA 7(a) loan product and frequently sells the guaranteed portion 
of these loans into the secondary market. More than 100 CDFIs are 
approved to participate in the SBA’s Community Advantage (CA) 
Pilot Program which offers a scaled-down version of the 7(a) prod-
uct capped at $250,000 and with more flexible pricing. Some, but 
not all, CA lenders are approved to sell the guaranteed portion of 
their loans into the secondary market. While the CA loan product 
is a useful tool, it is a pilot program that has not been made per-
manent at this time. 

While CDFI loans are not currently widely securitized, 1 there 
are one-off securitizations of these assets, such as the recent $297 
million offering by The Change Company, which was collateralized 
by residential loans originated by this CDFI. In the absence of a 
formal secondary market for CDFI loans, assets most likely to be 
securitized are those that exhibit a high degree of standardization, 
a common set of underwriting criteria and a well-established track 
record of being securitized, such as residential mortgages. Small 
business loans, on the other hand, do not typically share a common 
set of underwriting criteria, especially those originated by CDFIs, 
making them more difficult to securitize. 

In response to the pandemic, CRF in collaboration with other 
CDFIs developed and administered a series of Recovery Funds 
using limited liability companies (LLCs) and off-balance sheet 
structures such as Special Purpose Vehicles (SPVs) to purchase 
loans from CDFIs that make small-balance business emergency 
loans. Over the last 24 months, these Recovery Funds have de-
ployed $250 million and have purchased over 5,000 loans from 
CDFIs with an average loan size between $40,000 to $70,000. Pro-
viding these smaller loans is a specialty for many CDFIs who reach 
smaller businesses owned by socially and economically disadvan-
taged persons or businesses located in low-to-moderate income com-
munities. 

CRF and its partners established Recovery Funds in New York, 
Chicago, Washington, and California with a first-loss loss reserve 
of State and/or local funds. CRF helped establish a similar regional 
Recovery Fund covering 13 southeastern States with a privately 
funded loan loss reserve. We recently launched a similar fund in 
Minnesota which has credit enhancement from private funders. 
The off-balance sheet pooled loan structures serve the same pur-
pose as a secondary market for CDFI lenders. CDFIs originating 
loans can sell up to 95 percent of qualifying small-balance loans to 
the pooled vehicle thereby obtaining funds to continue making 
more loans. 

These pooled vehicles are the first step toward securitization and 
are critical because they free up space on CDFIs’ balance sheets, 
thereby allowing the CDFIs to engage in additional lending. They 
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have also been instrumental in introducing CDFIs to the practice 
of originating a standard loan product that can be purchased by 
the SPV and which provides improved liquidity. The next step is 
to take the pooled loan fund and use its assets to issue securities 
backed by the business loan cash flows and sell them to investors. 
Our research suggests that between $200–$250 million is the vol-
ume of loans needed to make a securitized transaction economically 
feasible so we have demonstrated that these pooled loan structures 
can reach the required scale. 
Q.6. What reforms do you believe should be made to the market 
for CDFI loans, what impacts would they have, and what role 
should Congress play in reforms? 
A.6. Through CRF’s role in several Recovery Funds, including the 
Chicago Resiliency Fund, the California Rebuilding Fund, the New 
York Forward Fund, Southern Opportunity and Resilience Fund 
(SOAR), the Washington Flex Fund and the Minnesota Inclusive 
Growth Fund, that utilize an SPV structure, we have found that 
several aspects of this structure have laid the groundwork for pro-
viding a source of liquidity for CDFIs and paving the way to 
securitize small business loans. For example, the following criteria 
have made these Recovery Funds successful: (1) a standardized 
loan product with common eligibility criteria and terms; (2) a rea-
sonable risk retention requirement mandating CDFI retain a por-
tion of the loans they sell to the SPV; (3) the ability of the CDFIs 
to service or sub-service the loans they sell (i.e., retain servicing 
rights); (4) a common technology platform that matches small busi-
ness borrowers with CDFIs offering appropriate loan or credit prod-
ucts; (5) a fund structure that brings private sector capital from im-
pact lenders to support the purchase/acquisition of CDFI loans (or 
portions thereof); (6) access to coordinated, well-resourced business 
advisory services; (7) and a robust marketing strategy. 

SPV structures, like the Recovery Funds, using Federal resources 
(such as those authorized in Section 113 of the Riegle Community 
Development and Regulatory Improvement Act of 1994) in a subor-
dinate position to private capital (at the bottom of the capital 
stack), enables a scalable approach to aggregating and securitizing 
small business loans. However, we recommend a number of 
changes or modifications to Section 113 [12 U.S.C. 4712] including 
(but not limited to): (1) include language to explicitly allow capital 
assistance to be used to raise resources to purchase loans from 
CDFIs; (2) reduce or eliminate the match requirement given mag-
nitude of capital assistance awards; (3) eliminate the limitation on 
other assistance a capital assistance awardee may receive from the 
CDFI Fund; (4) reiterate that a capital assistance awardee need 
not be a CDFI; (5) increase the amount of capital assistance to at 
least $20 million per awardee; (6) provide exemptions from relevant 
Federal securities registration requirements (e.g., Securities Act, 
Investment Company Act, and Investment Advisor Acts), the tax-
able mortgage pool rule when securitizing CDFI mortgages, as well 
as risk retention rules when securitizing loans originated by CDFIs 
(or provide alternative way to meet the risk retention requirement). 
Minimum requirements for organizations seeking capital assistance 
as well as selection criteria should also be reviewed and modified 
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as needed for this unique role and scale of activity. Finally, there 
are accounting and tax rule changes regarding consolidation and 
tax exemption that present challenges to the securitization of CDFI 
loans that would need to be addressed but may be beyond the scope 
of Congress and a legislative solution. 

In addition, modifications to the Treasury Department’s guidance 
for the SSBCI program in which CDFIs will play an important role 
could stimulate the development of secondary markets and 
securitization structures for CDFI loans. The SSBCI program offers 
a unique opportunity to utilize pooled loan structures to provide li-
quidity for CDFIs. Under Treasury policy guidance, an entity such 
as a CDFI must bear 20 percent or more of the risk of loss in any 
loan transaction and may not pool the risk of loss with other loans. 
The SSBCI rules require the losses on each loan backed by SSBCI 
funds to be reconciled and administered individually. (U.S. Depart-
ment of the Treasury State Small Business Credit Initiative Fre-
quently Asked Questions, p.3) A lender can economically admin-
ister the calculation of loan losses transaction-by-transaction when 
the lender is making relatively few loans of a significant size. How-
ever, this requirement is costly for a loan portfolio consisting of 
many small-balance loans which is precisely the case for CRF’s Re-
covery Funds. Treasury’s rule raises the administrative cost of op-
erating a pooled loan fund, which is the key to the success of these 
Recovery Funds. Furthermore, Treasury’s SSBCI requirements pre-
vent CDFIs from using SSBCI dollars as first-loss capital at the 
bottom of the capital stack unless these funds are pari passu or 
matched on a one-to-one basis with private sector capital. As noted 
above, the SPV model can also advance the securitization of CDFI 
small business loans by aggregating loans until a reasonable vol-
ume has been acquired and they can be packaged into asset-backed 
securities. Modifications to Treasury’s guidance could significantly 
improve the SPV model for both CDFIs originating and selling 
loans into this aggregation structure and for the eventual 
securitization of these assets. We hope such changes will be imple-
mented. 

In terms of impacts, creating an ongoing source of liquidity 
through an SPV structure or something akin to the Paycheck Pro-
tection Program Liquidity Facility (PPPLF) at the Federal Reserve 
would allow CDFIs to significantly increase their lending activities 
by allowing them to pledge their loans and receive cash to continue 
to lend. However, CDFIs remain constrained by their balance 
sheets as they must raise additional equity to meet funders’ re-
quirements and protect against risk of loss associated with the 
loans on their balance sheets. Secondary markets using 
securitization of these loans provide CDFIs with a solution to both 
their balance sheet constraints and their need for liquidity without 
having to raise additional equity in a short time period. 

This would allow for more capital and credit to flow to small 
businesses especially, BIPOC-owned small businesses as well as 
those in low-income communities, rural areas, and Indian Country. 
Securitization of these loans would be the final step in reaching the 
capital markets where institutional and impact investors could in-
vest in securities backed by these loans. 
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Congress has a significant role to play in advancing policies that 
facilitate the development of secondary markets for CDFI small 
business and other loans, by providing resources to support re-
search and innovation, removing legislative obstacles to aggre-
gating and securitizing these assets, and convening experts to fur-
ther this effort. Congress should also consider support for resources 
that build the capacity of CDFIs including, but not limited to, fund-
ing for the evaluation and adoption of technology that increases or-
ganizational efficiency and customer experience, and development 
of common platforms and tools that are accessible to all CDFIs. Fi-
nally, data collection and reporting remain a key challenge for 
CDFIs and impedes the ability to securitize CDFI loans. More and 
better data on CDFI loans would help rating agencies and investors 
better evaluate the true risk associated with these loans. 
Q.7. What are the technology needs of CDFIs, and should Congress 
consider supporting technology investments? 
A.7. CDFIs have significant technology needs to bring efficiency 
and scale to their operations. For example, CDFI small business 
lenders are looking for technology to assist them with customer ac-
quisition, loan origination, loan servicing and portfolio monitoring, 
among other needs. CDFIs need assistance in evaluating, adopting, 
and on-boarding new technology systems. As an industry, CDFIs 
could reduce the costs of technology systems by agreeing to stand-
ardize their products and processes through a coordinated ap-
proach. CDFIs also need resources to invest more in software de-
velopment and staff with the requisite technology skills. Could Fed-
eral funds be used to support a centralized technology/innovation 
hub that attracts the talent to build tools that all CDFIs can ac-
cess? Relying on individual CDFIs to do this on their own impedes 
the industry’s ability to scale and creates redundancy for small or-
ganizations that have limited R&D budgets. 

Congress should provide funding for CDFIs to adopt and/or up-
grade their technology systems. It is incredibly hard for CDFIs to 
raise grant funds for infrastructure investments, yet funders are 
willing to provide more capital for loans. If CDFIs could implement 
efficient technology systems, they would be able to lend capital to 
their customers and communities more effectively and compete 
with online or fintech lenders who may offer predatory or abusive 
loan products. 

CRF has developed two technology solutions or platforms to en-
sure that small businesses are able to access safe, appropriate cred-
it products and that CDFIs have the tools they need to serve their 
small business customers. Our Connect2Capital platform (C2C) is 
a marketplace where small business owners can be matched with 
credit products offered by CDFIs and similar responsible, mission- 
driven lenders that meet their needs. As of January 2022, $250 
million in loans funded by CRF’s partners has been facilitated by 
C2C, 74 percent of C2C loans have gone to businesses owned by 
Black Indigenous and other People of Color, women, members of 
the LGBTQ∂ community, and/or Veterans. We also developed a 
software solution, known as SPARK, which provides a streamlined, 
seamless process to originate small business loans. Not only does 
SPARK allow lenders to quickly originate SBA and other business 
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loans, but it also offers a user-friendly customer experience meeting 
businesses where they are. Increasingly, entrepreneurs are seeking 
loans online, and CDFIs must be able to offer them a competitive 
product and process that they can access over the internet or 
through a mobile device. 

When the CDFI Fund was established, the framers did not envi-
sion the technology needs of CDFIs in the future. We strongly be-
lieve Congress should support funding for technology. 

Furthermore, CDFIs (like CRF) that provide technology re-
sources, such as C2C and SPARK, should be permitted to count 
these platforms as Development Services, a requirement for CDFI 
certification and which the Fund defines as ‘‘ . . . activities that 
promote community development and are integral to the Appli-
cant’s provision of Financial Products and Financial Services. Such 
services shall prepare or assist current or potential borrowers or 
investees to utilize the Financial Products or Financial Services of 
the Applicant.’’ (CDFI Fund, Department of the Treasury, Revised 
Interim Rule, Federal Register, December 13, 2005, link) Including 
technology resources and platforms as Development Services would 
allow the Congress to fund these activities and enhance the ability 
of CDFIs to meet their primary mission of community development 
and significantly scale of their impact. CDFIs should be encouraged 
to innovate and build the robust ecosystem in which they conduct 
their lending activities. Technology tools exemplify the kind of in-
novation Congress should be fostering. 
Q.8. What steps, if any, should be taken to improve the diversity 
of leaders in the CDFI sector? 
A.8. CDFI leaders must reflect the communities and people they 
serve. Therefore, intentional efforts must be made to recruit BIPOC 
leaders as well as BIPOC staff at all levels of CDFI organizations. 
There is a transition taking place among leaders who created 
CDFIs 25 years ago and this provides a valuable opportunity to 
bring more diverse leadership to our industry. 

At CRF, we have taken specific steps to diversify our senior lead-
ership and our staff with the opportunity for succession. Our board 
is majority minority, and this model of diversification will be rep-
licated across all levels of the organization. We believe this ap-
proach will help bring more diverse leaders to the top of the organi-
zation. With a substantial number of CDFI loan fund founders 
moving on, we expect to see more BIPOC leaders at the helm of 
these organizations and sitting on their boards. The recent $9 bil-
lion under the Emergency Capital Investment Program (ECIP) will 
strengthen the balance sheets of CDFI depository institutions and 
further enhance diverse leadership and lending in sector. 
Q.9. What do you believe to be the biggest challenge to CDFI cer-
tification for prospective CDFIs? 
A.9. As detailed in our written testimony, there are several chal-
lenges to CDFI certification for both prospective and existing 
CDFIs. 

A. Navigating and understanding the certification process, re-
quirements, technical language, and technology systems can 
be daunting especially for a small or new organization whose 
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staff lacks prior knowledge of the CDFI regulatory framework 
and how it evolved. This challenge is exacerbated by two re-
lated factors—limited CDFI Fund staff resources due to 
underfunding and the long delays in processing and approv-
ing certification applications. The CDFI Fund recently issued 
two communications detailing their staff and workload chal-
lenges as well as the steps they are taking to address these 
problems; (See https://www.cdfifund.gov/node/1012651 and 
https://www.cdfifund.gov/impact/435). While some of these 
steps are encouraging, such as restructuring the Office of Cer-
tification, Compliance Monitoring and Evaluation into two de-
partments, the statement in the January 31, 2022, commu-
nication that ‘‘The CDFI Fund will automatically reject any 
incomplete or inaccurate application’’ raises concerns. The 
pandemic has imposed enormous burdens on the Fund staff, 
however without the definition of what constitutes an incom-
plete or inaccurate application, it is possible that applicants 
unfamiliar with the certification regulations and guidance 
and without the ability to hire a consultant may inadvert-
ently submit an application with errors that is automatically 
rejected. Applicants are limited to making email ‘‘service re-
quests’’ to the Fund’s help desk and/or attending monthly 
Certification Conference calls. These options may work well 
for simple, straightforward questions however, they do not 
lend themselves to complicated or nuanced issues that appli-
cants may encounter. Resources should be provided to the 
Fund to offer a robust call center or help desk with staff who 
have deep knowledge about the details and intricacies of 
CDFI certification. 

B. Target Market designation and expansion present significant 
challenges for existing CDFIs, especially as the world has 
changed dramatically since the Fund was established in 1994. 
As described in our written testimony for the January 5th 
hearing, the advent of technology in delivering credit to small 
business owners has altered the financial services landscape 
forever. If CDFIs are to compete and offer safe credit products 
to entrepreneurs, they must be able to meet their customers 
where they are in terms of geography and ease of user experi-
ence. CDFIs need to be able offer their loan products across 
larger geographic areas, including on a nationwide scale, and 
they need to deliver their products through technology chan-
nels that provide quick response times and a streamlined un-
derwriting and approval process. The experience of making 
Paycheck Protection Program (PPP) loans provided a clear il-
lustration of the kind of lending CDFIs will be called upon to 
do in the future. The CDFI Fund needs to provide a process 
by which existing CDFIs can expand or modify their approved 
Target Markets without having to re-apply for certification. 
This is burdensome for both the CDFI and the Fund staff. In 
addition, CDFIs that have the capacity to serve Investment 
Areas (IA) across the country should be granted a National IA 
Target Market to which they are accountable through a gov-
erning or advisory board. 
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C. CDFIs are seeking guidance and leadership from the CDFI 
Fund in the area of Target Market verification. As stipulated 
in guidance, CDFIs must direct 60 percent of their lending 
(by volume and dollar amount) to their approved Target Mar-
kets. To confirm that they are meeting this requirement, 
CDFIs use the Fund’s mapping service to determine if a loan 
is located in an IA which the CDFI has been approved to 
serve. However, for CDFIs with Low Income Targeted Popu-
lation (LITP) Target Markets, it is unclear what types of 
verification methods they can use to qualify or demonstrate 
that their loans are serving this type of Target Market. In the 
absence of clear guidance, CDFIs have relied on proxies (such 
as the Low-Income Housing Tax Credit, eligibility for Med-
icaid, and free and reduced lunches), to verify that loans are 
serving low-income people as well as developing their own 
verification methods, particularly for loans to small busi-
nesses where the owner is not a low-income individual, but 
the business is providing employment to low-income people. 
In a Notice and Request for Public Comment published in the 
Federal Register on May 7, 2020, the CDFI Fund proposed a 
default proxy method using a Census Block Group geocoder 
(which has not yet been made available) to determine if loans 
may be designated as LITP. Without the ability to test this 
new geocoder, CDFIs are very concerned that requiring them 
to use this method could invalidate past loans or restrict their 
ability to serve small businesses or consumers who otherwise 
would qualify under their current verification methods. We 
have called upon the Fund to establish a process by which 
CDFIs can present their existing verification methods for ap-
proval by the Fund to ensure they can continue to serve low- 
income customers who may fall outside this new geocoding 
system, especially those in rural or sparsely populated areas. 

D. Lastly, as CDFIs are becoming larger and more sophisticated, 
they are establishing holding company structures with affili-
ates and subsidiaries. Having to certify each and every affil-
iate or subsidiary separately is both time consuming and 
labor intensive. A more holistic approach to certifying affili-
ates and subsidiaries would streamline the process for appli-
cants as well as for Fund staff. One issue that should be ad-
dressed as part of certifying affiliates and subsidiaries is the 
requirement that they must already have made or be making 
loans in a requested Target Market. This requirement makes 
it difficult for a new entity to be certified in a timely fashion. 
This ‘‘catch 22’’ makes it harder for the affiliate to begin lend-
ing or investing activities and therefore certification must be 
anticipated well in advance (perhaps a year or more). Cre-
ating a prospective rather than a retrospective approach to 
certifying affiliates and subsidiaries of existing CDFIs that 
need to launch their lending or investing activities quickly 
would be enormously beneficial. The certification require-
ments for Bond Guarantee Program participants offer an ex-
ample of how this could be done. In the BGP, the CDFI Fund 
permits a CDFI’s Affiliate to rely on the Controlling CDFI’s 
activity or track record to meet the financing entity require-
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ment for participation as an Eligible CDFI under the CDFI 
Bond Guarantee Program. This approach could serve as a 
model for more broadly certifying affiliates and subsidiaries of 
existing CDFIs. 

Q.10. How has the CDFI Fund’s guidance and technical assistance 
(e.g., webinars, meetings, user guides, etc.) been helpful to you? 
How do you believe the CDFI Fund can improve outreach and guid-
ance? 
A.10. Yes, these convenings and materials have been helpful but 
are not sufficient. More technical assistance is needed. Often a new 
organization seeking to become certified or an existing CDFI with 
a question or a concern needs to have a conversation with Fund 
staff about a technical or nuanced issue. We understand the CDFI 
Fund staff have been stretched thin while designing, managing, 
and deploying an enormous amount of funding over the past 2 
years. Nonetheless, we are concerned that if there are no options 
for directly engaging with Fund staff other than through a service 
request (email communication) then many CDFIs will not be able 
to access the information, oral guidance, and advice they need to 
participate in CDFI Fund programs. This would be a step back-
ward as the hallmark of the CDFI industry has been the ability to 
interact, support, and learn from the staff at the Fund and thus 
advance its mission. 

RESPONSES TO WRITTEN QUESTIONS OF 
SENATOR MENENDEZ FROM FRANK ALTMAN 

Q.1. The Build Back Better Act currently being debated by Con-
gress contains many crucial investments in community develop-
ment. For instance, the House-passed version of the bill provides 
$2.2 billion dollars to eligible institutions, including CDFIs, to as-
sist first-time, first generation homebuyers. It also contains $3 bil-
lion dollars for these institutions for community facilities and other 
housing and civic infrastructure. 

Could you describe what kind of impact these programs could 
have in the communities your institution serves? 
A.1. As a Qualified Issuer (QI) in the CDFI Bond Guarantee Pro-
gram (BGP), we would welcome these resources for the commu-
nities we serve directly and through the BGP and New Markets 
Tax Credit (NMTC) programs. The NMTC program is routinely 
oversubscribed due to the highly competitive nature of the pro-
gram. When we receive allocations, there are so many worthy 
projects, and we are only able to fund a small fraction of the poten-
tial pipeline. Similarly, the CDFIs on whose behalf we issue bonds 
under the BGP—are on the front lines providing resources to un-
derserved communities and have limited sources of long-term, pa-
tient funding. They must make difficult decisions between which 
projects to fund and which ones they are not able to support. More 
resources such as the $2.2 billion in the House passed version of 
the Build Back Better bill would allow CDFIs to have multiple 
sources of funding to address the financing needs in urban, rural, 
and Native communities ravage by the pandemic and looking to 
build their community and civic infrastructure. 
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One example of a program that assisted first-time, first-genera-
tion homebuyers and would have benefited from capital like that 
which would be available under the Build Back Better Act (BBA) 
is the Detroit Home Mortgage Program (DHM). This program, 
which CRF helped to launched in 2016, was a collaborative effort 
between local banks, foundations, CDFIs, the City of Detroit, and 
community organizations to address financial gaps in appraisals so 
that borrowers could afford to buy, renovate, and live in a home in 
the City of Detroit. DHM was designed as a temporary market 
intervention to increase the number of mortgages throughout the 
city by laying the groundwork for real, negotiated appraisals in 
real estate transactions. DHM served as a catalyst by allowing buy-
ers and sellers to negotiate low appraisals to determine the true 
value of the home. As a result, neighborhoods throughout the City 
of Detroit saw increases in the availability of mortgages. 

If risk capital, such as what would be provided through the BBA, 
had been available in 2016, DHM could have launched much faster 
and on a larger scale. As of October 2021, the program closed 244 
mortgages and spurred at least another 144 in other lending from 
our originating partners. Detroit has seen mortgage market growth 
every year since the inception of DHM. Mortgage lending in the 
city is almost back to prefinancial crash levels with realtors report-
ing a total of 2,180 mortgages which is very close to being a 
healthy market again. The last time there were more than 2,000 
mortgages in Detroit was 2007. With borrowers choosing where to 
live, DHM reached more than half of all the neighborhoods in De-
troit, providing a catalyzing effect for increased lending throughout 
the city. DHM’s impact has also been sustained during the 
COVID–19 pandemic, which is very important to know that there 
will be a lasting effect on the city. There have been no defaults for 
any of the mortgages that are in the DHM fund. While DHM had 
its intended impact, there are many postindustrial cities that could 
benefit from a similar program if capital was available to support 
this type of intervention allowing many more families to become 
homeowners and revitalizing cities like Detroit. 

The $3 billion dollars available to institutions, like CDFIs, for 
community facilities and other housing and civic infrastructure 
would complement and augment existing financing tools and pro-
grams, such as the NMTC and the Bond Guarantee programs. The 
latter, as we noted in our written testimony, has been challenging 
for smaller and medium-sized CDFIs to access due to the $100 mil-
lion minimum bond threshold requirement. This funding from BBA 
would help CDFIs reach smaller projects that often are not cost ef-
fective. Having access to resources like this could be catalytic at-
tracting private sector financing and stimulating neighborhood re-
vitalization through the development and rehabilitation of commu-
nity facilities as well as other critical infrastructure projects. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARNOCK 
FROM FRANK ALTMAN 

Q.1. Would you please describe your experience working with the 
Paycheck Protection Program? How did your members leverage 
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their experience as a CDFI to get the relief out to communities you 
serve? 
A.1. CRF was proud to support small businesses during the pan-
demic by delivering Paycheck Protection Program (PPP) loans to 
underserved borrowers across the country. We leveraged two pro-
prietary technology platforms: (1) Connect2Capital (C2C) which 
matches small business borrowers with an appropriate loan prod-
uct (in this case, the PPP loan) and SPARK, a software solution 
that allows lenders to originate loans (including a customized proc-
ess for PPP loans) based on the characteristics of the credit prod-
uct. CRF worked closely with more than 47 CDFI and community- 
based partners nationwide to ensure that their small business cus-
tomers and nonprofit organizations, particularly small and eco-
nomically disadvantaged, businesses and those that are BIPOC- 
owned, were able to obtain a PPP loan. Many of these borrowers 
were very small and were not being served by banks. Through 
CRF’s national network of community-based partners, our tech-
nology platforms, and our dedicated staff, we were able to make 
nearly 4,500 loans and for a total of $700 million with a median 
loan size of just $21,000. Most importantly, these loans helped to 
save more than 68,000 jobs. 
Q.2. What do you believe is driving the gap of CDFI investments 
between urban and rural communities? What are the long-term 
benefits of making sure rural counties are receiving their fair share 
of CDFI investments? 
A.2. It is unclear what is driving the gap of CDFI investments be-
tween urban and rural communities, but we need to ensure all 
communities receive a fair share of resources. CDFIs are not 
present in all communities. In addition, it may be more costly to 
serve rural communities as it is critical to build trusted relation-
ships with local partners (such as a development finance agency) 
or be present in the community. Rural ecosystems are different 
from those in urban communities. Nonetheless rural areas can be 
better served as evidenced by the New Markets Tax Credit pro-
gram where 20 percent of the investments must be made in rural 
communities. In some cases, NMTC investments in rural commu-
nities have exceeded this level. 

Early in our history, CRF undertook a rural initiative across 14 
States to provide access to capital to businesses and nonprofits 
thousands of local communities. It was a significant effort, and an 
essential aspect was having a strong partner, in this case the foun-
dation of U.S. West, then a major telecommunications firm serving 
this region. More private–public partnerships could increase CDFI 
investments in rural counties. 

In terms of CRF’s current lending activities, we serve rural areas 
through several channels. With our small business products (in-
cluding both SBA 7(a) and non-SBA loans), 18 percent of our total 
dollar volume and 16 percent of the total number of loans have 
been made to businesses in rural areas since 2012. Using New 
Markets Tax Credits, 36 percent of the dollar amount and 29 per-
cent of the number of financings have been directed to rural busi-
nesses. We also originated $700 million in Paycheck Protection Pro-
gram (PPP) loans of which 10 percent of the dollar amount and 17 
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percent of the total number of loans went to organizations in rural 
areas. 

To specifically address the gap in CDFI investments in rural 
areas, CRF recently launched a joint venture with Conduit Capital, 
a leading impact investment firm to create RuralWorks, a Rural 
Business Investment Company (RBIC, license pending), with the 
mission to increase economic mobility, generate community wealth, 
and build a more equitable and resilient rural economy. 
RuralWorks provides integrated capital to growth-oriented busi-
nesses operating in rural communities. By creatively engaging a 
range of local and national resources and partners, RuralWorks 
creates value and outcomes rooted in local people, places, and busi-
nesses. 
Q.3. Minority-owned CDFI Fund awardees are experiencing asset 
growth at a slower pace than their peers, with little to no progress 
on closing the asset gap. What do you believe is driving this gap 
and how are communities that your organization serves hurt by its 
persistence? 
A.3. Lack of access to equity capital is one factor that may be driv-
ing the gap in asset growth minority-owned CDFI Fund awardees 
are experiencing when compared to awardees that are not minority 
owned. To address this gap, Congress provided $9 billion through 
The Emergency Capital Investment Program (ECIP) as part of the 
Consolidated Appropriations Act of 2021. This program targeted 
funding to CDFIs and Minority Depository Institutions (MDIs) by 
providing loans, grants, and forbearance for small businesses, mi-
nority-owned businesses, and consumers, especially in low-income 
and underserved communities, that may be disproportionately im-
pacted by the economic effects of the COVID–19 pandemic. Treas-
ury set aside $2 billion for CDFIs and MDIs with less than $500 
million in assets and an additional $2 billion for CDFIs and MDIs 
with less than $2 billion in assets. 
Q.4. Would you speak to strategies to target Federal investments 
to catalyze and accelerate holistic community revitalization, beyond 
just putting roofs over folks’ head? How can we leverage Federal 
dollars to ensure access to quality education, safe and affordable 
housing, as well as access to health care? 
A.4. This is an important topic and in our view, this is exactly 
what the Build Back Better legislation was intended to do—stimu-
late holistic revitalization across all the key elements that make up 
the social determinants of health by providing funding for afford-
able housing, early childhood education, more affordable post-sec-
ondary education (in an earlier version of the bill), addressing the 
dangers of climate change, reducing the high cost of prescription 
drugs and hearing aids, as well as other resources that will im-
prove the quality of life for residents of distressed areas. The bipar-
tisan Infrastructure Bill that Congress passed will improve the 
built environment by repairing our aging roads and bridges as well 
as bringing broadband and internet access to communities across 
the country that lack connectivity. These two key legislative initia-
tives (understanding that the future of the Build Back Better bill 
is uncertain) are the blueprint for an effective strategy for tar-
geting Federal investments that could successfully catalyze and ac-
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celerate holistic and mutually reinforcing community revitalization 
particularly in underserved and communities of color. 

RESPONSES TO WRITTEN QUESTIONS OF CHAIR SMITH 
FROM LAKOTA VOGEL 

Q.1. What steps, if any, should be taken to improve the diversity 
of leaders in the CDFI sector? 
A.1. Response not received in time for publication. 
Q.2. What do you believe to be the biggest challenge to CDFI cer-
tification for prospective CDFIs? 
A.2. Response not received in time for publication. 
Q.3. How has the CDFI Fund’s guidance and technical assistance 
(e.g., webinars, meetings, user guides, etc.) been helpful to you? 
How do you believe the CDFI Fund can improve outreach and guid-
ance? 
A.3. Response not received in time for publication. 

RESPONSES TO WRITTEN QUESTIONS OF 
SENATOR MENENDEZ FROM LAKOTA VOGEL 

Q.1. The Build Back Better Act currently being debated by Con-
gress contains many crucial investments in community develop-
ment. For instance, the House-passed version of the bill provides 
$2.2 billion dollars to eligible institutions, including CDFIs, to as-
sist first-time, first-generation homebuyers. It also contains $3 bil-
lion dollars for these institutions for community facilities and other 
housing and civic infrastructure. 

Could you describe what kind of impact these programs could 
have in the communities your institution serves? 
A.1. Response not received in time for publication. 

RESPONSES TO WRITTEN QUESTIONS OF SENATOR WARNOCK 
FROM LAKOTA VOGEL 

Q.1. Your organization is unique in both geography and the popu-
lation being served. What challenges do you face on a day-to-day 
serving your community, and where are you finding success? 
A.1. Response not received in time for publication. 
Q.2. What types of challenges has your organization experiences 
accessing CDFI Fund awards or other assistance from the CDFI 
Fund? What further resources from the Fund do you think would 
enable you to better serve your community? 
A.2. Response not received in time for publication. 
Q.3. Would you speak to strategies to target Federal investments 
to catalyze and accelerate holistic community revitalization, beyond 
just putting roofs over folks head? How can we leverage Federal 
dollars to ensure access to quality education, safe and affordable 
housing, as well as access to health care? 
A.3. Response not received in time for publication. 
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