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the grounds forming the basis of the
waiver. For a waiver in an individual
case, the CDFI Fund must determine
that application of the requirement to
be waived would adversely affect the
achievement of the purposes of the Act.
For waivers of general applicability,
the CDFI Fund will publish notifica-
tion of granted waivers in the FEDERAL
REGISTER.

§1805.106 OMB control number.

The collection of information re-
quirements in this part have been ap-
proved by the Office of Management
and Budget and assigned applicable, ap-
proved OMB Control Numbers associ-
ated with the CDFI Fund under 1559.

Subpart B—Eligibility

§1805.200 Applicant eligibility.

(a) General requirements. (1) An entity
that meets the requirements described
in §1805.201(b) and paragraph (b) of this
section will be considered a CDFI and,
subject to paragraph (a)(3) of this sec-
tion, will be eligible to apply for assist-
ance under this part.

(2)(i) An entity that proposes to be-
come a CDFI is eligible to apply for as-
sistance under this part if the CDFI
Fund:

(A) Receives a complete application
for certification from the entity within
the time period set forth in an applica-
ble Notice of Funds Availability; and

(B) Determines that such entity’s ap-
plication materials provide a realistic
course of action to ensure that it will
meet the requirements described in
§1805.201(b) and paragraph (b) of this
section within the period set forth in
an applicable Notice of Funds Avail-
ability.

(ii) The CDFI Fund will not, however,
make a payment of any financial as-
sistance to such an entity before or un-
less it meets the requirements de-
scribed in this section. Moreover, not-
withstanding paragraphs (a)(1) and
(a)(2)()(B) of this section, the CDFI
Fund reserves the right to require an
entity to have been certified as de-
scribed in §1805.201(a) prior to its sub-
mission of an application for assist-
ance, as set forth in an applicable No-
tice of Funds Availability.

§1805.201

(3) The CDFI Fund shall require an
entity to meet any additional eligi-
bility requirements that the CDFI
Fund deems appropriate.

(4) The CDFI Fund, in its sole discre-
tion, shall determine whether an entity
fulfills the requirements set forth in
this section and §1805.201(b).

(b) Provisions applicable to Depository
Institution Holding Companies and In-
sured Depository Institutions. (1) A De-
pository Institution Holding Company
may qualify as a CDFI only if it and its
Affiliates collectively satisfy the re-
quirements described in this section.

(2) No Affiliate of a Depository Insti-
tution Holding Company may qualify
as a CDFI unless the holding company
and all of its Affiliates collectively
meet the requirements described in
this section.

(3) No Subsidiary of an Insured De-
pository Institution may qualify as a
CDFI if the Insured Depository Institu-
tion and its Subsidiaries do not collec-
tively meet the requirements described
in this section.

(4) For the purposes of paragraphs
(b)(1) through (3) of this section, an en-
tity will be considered to be a Sub-
sidiary of any Insured Depository Insti-
tution or Depository Institution Hold-
ing Company that controls 25 percent
or more of any class of the entity’s vot-
ing shares, or otherwise controls, in
any manner, the election of a majority
of directors of the entity.

§1805.201 Certification as a Commu-
nity Development Financial Institu-
tion.

(a) General. An entity may apply to
the CDFI Fund for certification that it
meets the CDFI eligibility require-
ments regardless of whether it is seek-
ing financial or technical assistance
from the CDFI Fund. Entities seeking
such certification shall provide the in-
formation set forth in the application
for certification. Certification by the
CDFI Fund will verify that the entity
meets the CDFI eligibility require-
ments. However, such certification
shall not constitute an opinion by the
CDFI Fund as to the financial viability
of the CDFI or that the CDFI will be
selected to receive an award from the
CDFI Fund. The CDFI Fund, in its sole
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§1805.201

discretion, shall have the right to de-
certify a certified entity after a deter-
mination that the eligibility require-
ments of paragraph (b) of this section
or §1805.200(b) are no longer met.

(b) Eligibility wverification. An entity
shall demonstrate whether it meets the
eligibility requirements described in
this paragraph (b) by providing the in-
formation described in the application
for certification demonstrating that
the entity meets the eligibility re-
quirements described in paragraphs
(b)(1) through (6) of this section. The
CDFI Fund, in its sole discretion, shall
determine whether an entity has satis-
fied the requirements of this para-
graph.

(1) Primary mission. A CDFI must
have a primary mission of promoting
community development. In deter-
mining whether an entity has such a
primary mission, the CDFI Fund will
consider whether the activities of the
entity are purposefully directed toward
improving the social and/or economic
conditions of underserved people
(which may include Low-Income per-
sons or persons who lack adequate ac-
cess to capital and/or Financial Serv-
ices) and/or residents of economically
distressed communities (which may in-
clude Investment Areas).

(2) Financing entity. (i) A CDFI shall
be an entity whose predominant busi-
ness activity is the provision, in arms-
length transactions, of Financial Prod-
ucts and/or Financial Services. An en-
tity may demonstrate that it meets
this requirement if it is a(n):

(A) Depository Institution Holding
Company;

(B) Insured Depository Institution,
Insured Credit Union, or State-Insured
Credit Union; or

(C) Organization that is deemed by
the CDFI Fund to have such a predomi-
nant business activity as a result of
analysis of its financial statements, or-
ganizing documents, and any other in-
formation required to be submitted as
part of its certification application. In
conducting such analysis, the CDFI
Fund may take into consideration an
entity’s total assets and its use of per-
sonnel.

(ii) For the sole purpose of partici-
pating as an Eligible CDFI in the CDFI
Bond Guarantee Program (see 12

12 CFR Ch. XVIII (1-1-23 Edition)

CFR1808), an Affiliate of a Controlling
CDFI may be deemed to meet the fi-
nancing entity requirement of this sec-
tion by relying on the CDFI Fund’s de-
termination that the Controlling CDFI
has met said requirement; provided,
however, that the CDFI Fund reserves
the right, in its sole discretion, to set
additional parameters and restrictions
on such, which parameters and restric-
tions shall be set forth in the applica-
ble Notice of Guarantee Availability
for a CDFI Bond Guarantee Program
application round.

(iii) Further, for the sole purpose of
participating as an Eligible CDFI in
the CDFI Bond Guarantee Program,
the provision of Financial Products,
Development Services, and/or other
similar financing by an Affiliate of a
Controlling CDFI need not be arms-
length if such transaction is by and be-
tween the Affiliate and the Controlling
CDF1I, pursuant to an operating agree-
ment that includes management and
ownership provisions and is in form
and substance acceptable to the CDFI
Fund.

(3) Target Market—(i) General. A CDFI
must serve a Target Market by virtue
of serving one or more Investment
Areas and/or Targeted Populations. An
entity may demonstrate that it meets
this requirement by demonstrating
that it provides Financial Products
and/or Financial Services in an Invest-
ment Areas and/or Targeted Popu-
lations as described in this section. An
Investment Area shall meet specific ge-
ographic and other criteria described in
paragraph (b)(3)(ii) of this section, and
a Targeted Population shall meet the
criteria described in paragraph
(b)(3)(iii) of this section.

(ii) Investment Area—(A) General. A
geographic area will be considered eli-
gible for designation as an Investment
Area if it:

(1) Is entirely located within the geo-
graphic boundaries of the TUnited
States (which shall encompass any
State of the United States, the District
of Columbia or any territory of the
United States, Puerto Rico, Guam,
American Samoa, the Virgin Islands,
and the Northern Mariana Islands); and
either

(2) Meets at least one of the objective
criteria of economic distress as set

770



Comm. Devel. Fin. Insts. Fund, Treas. Dept.

forth in paragraph (b)(3)(ii)(D) of this
section and has significant unmet
needs for loans, Equity Investments,
Financial Products or Financial Serv-
ices as described in paragraph
(b)(3)(11)(E) of this section; or

(3) Encompasses (i.e., wholly consists
of) or is wholly located within an Em-
powerment Zone or Enterprise Commu-
nity designated under section 1391 of
the Internal Revenue Code of 1986 (26
U.S.C. 1391).

(B) Geographic units. Subject to the
remainder of this paragraph (B), an In-
vestment Area shall consist of a geo-
graphic unit that is a county (or equiv-
alent area), minor civil division that is
a unit of local government, incor-
porated place, census tract, or Indian
Reservation. However, geographic
units in Metropolitan Areas that are
used to comprise an Investment Area
shall be limited to census tracts, and
Indian Reservations. An entity may
designate one or more Investment
Areas as part of a single certification
application.

(C) Designation. An entity may des-
ignate an Investment Area by select-
ing:

(I) A geographic unit(s) that individ-
ually meets one of the criteria in para-
graph (b)(3)(ii)(D) of this section; or

(2) A group of contiguous geographic
units that together meet one of the cri-
teria in paragraph (b)(3)(ii)(D) of this
section, provided that the combined
population residing within individual
geographic units not meeting any such
criteria does not exceed 15 percent of
the total population of the entire In-
vestment Area.

(D) Distress criteria. An Investment
Area (or the units that comprise an
area) must meet at least one of the fol-
lowing objective criteria of economic
distress (as reported in the most re-
cently completed decennial census pub-
lished by the U.S. Bureau of the Cen-
sus):

(I) The percentage of the population
living in poverty is at least 20 percent;

(2) In the case of an Investment Area
located:

(i) Within a Metropolitan Area, the
median family income shall be at or
below 80 percent of the Metropolitan
Area median family income or the na-

§1805.201

tional Metropolitan Area median fam-
ily income, whichever is greater; or

(i1) Outside of a Metropolitan Area,
the median family income shall be at
or below 80 percent of the statewide
non-Metropolitan Area median family
income or the national non-Metropoli-
tan Area median family income, which-
ever is greater;

(3) The unemployment rate is at least
1.5 times the national average;

(4) In counties located outside of a
Metropolitan Area, the county popu-
lation loss during the period between
the most recent decennial census and
the previous decennial census is at
least 10 percent; or

(5) In counties located outside of a
Metropolitan Area, the county net mi-
gration loss during the five-year period
preceding the most recent decennial
census is at least five percent.

(BE) Unmet needs. An Investment Area
will be deemed to have significant
unmet needs for loans or Equity In-
vestments if a narrative analysis pro-
vided by the entity demonstrates a pat-
tern of unmet needs for Financial
Products or Financial Services within
such area.

(F) Serving Investment Areas. An enti-
ty may serve an Investment Area di-
rectly or through Dborrowers or
investees that serve the Investment
Area.

(iii) Targeted Population—(A) General.
Targeted Population shall mean indi-
viduals, or an identifiable group of in-
dividuals, who are Low-Income persons
or lack adequate access to Financial
Products or Financial Services in the
entity’s Target Market. The members
of a Targeted Population shall reside
within the boundaries of the United
States (which shall encompass any
State of the United States, the District
of Columbia or any territory of the
United States, Puerto Rico, Guam,
American Samoa, the Virgin Islands,
and the Northern Mariana Islands).

(B) Serving Targeted Populations. An
entity may serve the members of a
Targeted Population directly or indi-
rectly or through borrowers or
investees that directly serve such
members.

(4) Development Services. A CDFI di-
rectly, through an Affiliate, or through
a contract with another provider, must
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have a track record of providing Devel-
opment Services in conjunction with
its Financial Products and/or Financial
Services. An entity applying for CDFI
certification must demonstrate that it
meets this requirement.

(5) Accountability. A CDFI must main-
tain accountability to residents of its
Investment Area(s) or Targeted Popu-
lation(s) through representation on its
governing board and/or advisory
board(s). An entity applying for CDFI
certification must demonstrate that it
meets this requirement.

(6) Non-government. A CDFI shall not
be an agency or instrumentality of the
United States, or any State or political
subdivision thereof. An entity applying
for CDFI certification must dem-
onstrate that it meets this require-
ment. An entity that is created by, or
that receives substantial assistance
from, one or more government entities
may be a CDFI provided it is not Con-
trolled by such entities and maintains
independent decision-making power
over its activities.

(c) Records and Review. The CDFI
Fund will review a CDFI’s certification
status from time to time, as deemed
appropriate by the CDFI Fund, to en-
sure that it meets the certification re-
quirements of this section, as well as
review its organizational capacity,
lending activity, community impacts,
and such other information that the
CDFI Fund deems appropriate. Upon
request, a CDFI shall provide such in-
formation and documentation to the
CDFI Fund as is necessary to under-
take such review.

Subpart C—Use of Funds/Eligible
Activities

§1805.300 Purposes of financial assist-
ance.

The CDFI Fund may provide finan-
cial assistance through investment in-
struments described under subpart D of
this part. Such financial assistance is
intended to increase available capital
and enhance the ability of a Recipient
to provide Financial Products, Finan-
cial Services, and Development Serv-
ices.

12 CFR Ch. XVIII (1-1-23 Edition)

§1805.301 Eligible activities.

Recipients may use financial assist-
ance provided under this part to serve
Investment Area(s) or Targeted Popu-
lation(s) by developing or supporting,
through lending, investing, enhancing
liquidity, or other means of finance:

(a) Commercial facilities that pro-
mote revitalization, community sta-
bility or job creation or retention;

(b) Businesses that:

(1) Provide jobs for Low-Income per-
sons;

(2) Are owned by Low-Income per-
sons; or

(3) Increase the availability of prod-
ucts and services to Low-Income per-
sons;

(c) Community Facilities;

(d) The provision of Financial Serv-
ices;

(e) Housing that is principally afford-
able to Low-Income persons, except
that assistance used to facilitate home-
ownership shall only be used for serv-
ices and lending products that serve
Low-Income persons and that:

(1) Are not provided by other lenders
in the area; or

(2) Complement the services and
lending products provided by other
lenders that serve the Investment
Area(s) or Targeted Population(s);

(f) The provision of consumer loans (a
loan to one or more individuals for
household, family, or other personal
expenditures); or

(g) Other businesses or activities as
requested by the Applicant and deemed
appropriate by the CDFI Fund.

§1805.302
ance.

(a) A Recipient shall use assistance
provided by the CDFI Fund and its cor-
responding matching funds only for the
eligible activities approved by the
CDFI Fund and described in the Assist-
ance Agreement.

(b) A Recipient may not distribute
assistance to an Affiliate without the
CDF1I Fund’s consent.

(c) Assistance provided upon approval
of an application involving a Commu-
nity Partnership shall only be distrib-
uted to the Recipient and shall not be
used to fund any activities carried out
by a Community Partner or an Affil-
iate of a Community Partner.

Restrictions on use of assist-
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