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CDCUs: Financial First Responders
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Community Development Capital Initiative:
Secondary Capital Impact

Treasury’s CDCI investments in credit unions have been 
leveraged more than 60 times in LMI communities and 
expanded development services and asset building 
opportunities in underinvested communities. 

• Total Loan Originations since CDCI: $2.6 billion 
• Total Mortgages:  $803.7 million 
• Total 1stMortgages  Financed: 5,666

• 86% Increase Financial Access LMI consumers 
• 14% Increase Financial Education and Debt/ Money 

Management Resources 
• 42% Increase Credit Building and Development Services
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ECIP Key Resources and Materials

https://home.treasury.gov/policy-issues/cares/emergency-capital-investment-program

• ECIP Application Portal and Instructions
• ECIP Application Instructions and 

Materials
• Subordinated Debt Term Sheet for Credit 

Unions
• Rate Reduction Incentives Guidelines 
• Interim Final Rule: 

ECIP Restrictions on Executive    
Compensation, Share Buybacks, and   
Dividends

… NCUA Secondary Capital Regulations 
701.34
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ECIP Secondary Capital
$9 Billion in Capital 

Directly to CDFIs and MDIs that are federally insured depository institutions to support 
consumers, small businesses, and LMI and communities of color disparately impacted by COVID

$2 Billion Set Aside
$500 Million or 
Less in Assets

$2 Billion Set Aside
$500 Million to 

$2 Billion In Assets

No more than $250 Million to Any Single Institution 

Not more than 
15.0% of 

Total Assets

Not more than 
22.5% of Total Assets

Greater than 
$2 Billion In Assets

Max: $250 Million
Not More than 

7.5% Total Assets
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ECIP Rate and Terms
• Term*: 15 Years (Term Sheet) 

• Interest Rate*:  Max of 2.50% (Term Sheet) 

• Repayment: As approved by Regulator. See NCUA Regulations 701.34

• Interest Free and Non-Accrual for first 24 Months 

(Starts from Loan Investment Date Date)

• Interest Rate Adjustments Based On Lending to Minority, Rural, and Urban Low-

Income and Underserved Communities and to LMI borrowers:

• If qualified lending increases 200%-400% of the capital investment amount, 
annual payment rate ≤ 1.25%

• If qualified lending increases more than 400 percent of the capital 
investment, the annual payment ≤ 0.50%

*Differences noted between Consolidated Appropriations Act, 2021 vs. Term Sheet
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Interest Rate Reductions

*Differences noted between Consolidated Appropriations Act, 2021 vs. Term Sheet
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What constitutes Qualified Lending?
“Qualified Lending” generally includes the following extensions of credit (including participations in such extensions of 

credit) to Target Communities: 

As reported to the NCUA in the Loans & Leases section of the Call Report: 

(i) non-commercial loans and lines of credit; and 

(ii) commercial loans and lines of credit:

Excludes: 

A. government guaranteed loans, both non-commercial and commercial (except that this exclusion shall not apply to 

Native American MDIs); 

B. to the extent not included in (A) the portion of any loans held by the issuer for which the risk is assumed by a third 

party (for example, the portion of loans that have been participated); and 

C. any loan that is an extension or re-write of any existing loan, unless it involves an increase of 20% or more in the 

principal of the loan, 
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Qualified Lending (cont’d)

Adding to the amount determined above the cumulative amount of net loan charge-offs with respect to Qualified 
Lending as measured since, and including, the quarter ended September 30, 2020. 

The amount of Qualified Lending, including the exclusions listed above, shall be calculated and reported on the 
date of Treasury’s Investment (“Investment Date”) by the issuer in a format specified by the Treasury (“Initial 
Supplemental Report”) and during each full quarter thereafter (“Quarterly Supplemental Report”) for the full 
lifetime of participation in the ECIP. 

The interest rate will be adjusted based on the lending growth criteria listed in these terms beginning the first 
payment date after the 24-month, no interest accrual period ends, and reported results will determine the 
interest rate due for the remainder of quarterly payments in the remaining thirteen years of investment. The first 
interest payment due will be a partial, pro-rata amount for accrual 
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Deep Impact Lending
An investment that qualifies as deep impact lending will provide the institution with double credit toward its 

dividend or interest rate reduction. 
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Determining the Baseline for 
Qualified Lending 

Within 10 days of funding, Credit union submits Initial Supplemental Report reporting Qualified 
Lending for the annual period ending on September 30, 2020. 

In calculating Qualified Lending, if any gains in Qualified Lending resulted from mergers and 
acquisitions or purchase of loans during any quarter during such four quarter period, the issuer shall 
recalculate Qualified Lending for the annual period ending on September 30, 2020 based upon 
instructions contained in the Initial Supplemental Report. 

When applicable, at the beginning of each quarter that begins after the Investment Date, the Baseline 
will be increased by the amount of any gains in Qualified Lending realized by the issuer resulting from 
mergers and acquisitions, or purchases of loans, as measured since, and including, the quarter ending 
on September 30, 2020. 
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Eligibility

Federally Insured (NCUSIF)

Low-Income Designated

• Not designated in Troubled Condition (see 12 C.F.R. 700.2: CAMEL 4 or 5; Section 208 Assistance)
• Not subject to formal enforcement action addressing unsafe or unsound lending practices

CDFI Certified
As of 12/27/20

Minority Designated 
At least 30% lending made directly to LMI borrowers, to borrowers that create direct 
benefits for LMI populations*, and/or to Other Targeted Populations in FY 19 & 20

OR
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ECIP Application Process
Treasury NCUA and State Supervisory Agency for 

State Chartered CUs

Application Emergency Capital Investment Program Application + 
Lending Plan

Secondary Capital Plan 
NCUA 701.34
*Includes Strategic Plan

Key Considerations • Emergency Investment Lending Plan
• Impact

• Purpose of Secondary Capital
• Liquidity and Repayment
• Conformity to strategic plan, business plan, and budget
• Includes supporting pro forma financial statements
• Account for  different scenarios and  underlying and 

ability to manage/ monitor risk 

Submission Process ECIP Portal
Open Date: 3/4/2021
https://home.treasury.gov/policy-issues/cares/emergency-
capital-investment-program
Deadline: 11:59pm EST 5/7/2021

NCUA Regional Director
SSA (for state chartered Cus)
Send to Both Regulators

Contacts ECIPInquiries@treasury.gov

*Note: NCUA CURE will communicate status update on 
applications

Regional Director
Examiner
State Supervisory Agency

Other Notes • Dual Process Review System
• Turnaround/ Response Time: 60 days* Best efforts; Not Final.
• ECIP Review and Capital Amounts: Based on lending plan and impact. Not first come, first serve. 

https://home.treasury.gov/policy-issues/cares/emergency-capital-investment-program
mailto:ECIPInquiries@treasury.gov
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Emergency Capital Investment Program

Application Information

Emergency Investment Lending Plan

• Question 1: Lending to LMI and Other Targeted Populations

• Question 2: Business Strategy and Operating Goals

• Question 3: Growth Strategy

• Question 4: Community Outreach and Communication
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Question 1: 
Lending to LMI and Other Targeted Populations
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ECIP Inclusiv Resources
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Emergency Capital Investment Program

Application Information

Emergency Investment Lending Plan

• Question 1: Lending to LMI and Other Targeted Populations

• Question 2: Business Strategy and Operating Goals

• Question 3: Growth Strategy

• Question 4: Community Outreach and Communication



The Blueprint
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Submit 
Secondary 

Capital 
Application

Secure Funding 
and Technical 
Assistance for 

ECIP

Submit ECIP 
Application to 

Treasury

Submit 
Secondary 

Capital Plan to 
NCUA

Closing 
Documents & 

Funding

Completed Application
Business & Community 

Impact Plan
Financial Projections for 

Full Requested Term

Secondary Capital Plan
See NCUA Regs 701.34

NCUA: Disclosure & 
Acknowledgement Form

Inclusiv/ Capital:
Loan Agreement, Promissory Note, 

Disclosure & Acknowledgement 
Form, Board Authorization

Secondary Capital + ECIP
Application Process Overview

ECIP Application:
• Lending Plan
• Impact
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Inclusiv Secondary Capital + ECIP Technical Assistance

Important Deadlines Submission

March 31, 2021 Secondary Capital Application to Inclusiv

May 7, 2021 Emergency Capital Investment Program 
Application + Lending Plan to Treasury
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Secondary Capital Products

RATES AS LOW AS 2% UP TO 10 YEARS
FOR A LIMITED-TIME ONLY!
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Secondary Capital Products

Secondary Capital 1.0 (Balloon 
Repayment)

Secondary Capital 2.0 (Amortizing 
Repayments)

Southern Equity Fund (Amortizing
Repayments)

Max Amount
*Minimum 1% of assets

$750,000 $2,000,000 $5,000,000

Term 5-7 Years 5-10 Years 5-10 Years

Rate 2.00%-3.00% 2.00%-3.00% Starts at 4.00%

Application Fee $250 $500 $500

Closing Fee NA 10 bps approved loan amount 10 bps approved loan amount
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Secondary Capital Plan Requirements:

1. Maximum aggregate amount of uninsured secondary capital the LICU plans to accept;

2. Identifies the purpose for which the aggregate secondary capital will be used, and how 
it will be repaid;

3. Explains how the LICU will provide for liquidity to repay secondary capital upon 
maturity;

4. Demonstrates that the planned uses of secondary capital conform to the LICU's 
strategic plan, business plan and budget; and

5. Includes supporting pro forma financial statements, including any off-balance sheet 
items, covering min. of the next two years.

Eligibility: Limited to low-income designated credit unions.

Must submit and receive approval of secondary capital plan by NCUA regional director.

Regulation Section 701.34. State chartered credit unions should also consult with their state regulators. 
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Secondary Capital Best Practices:

Purpose Driven Growth

Expand community impact and services to underserved communities

Innovate and scale loan products & development services designed for low- income 
and marginalized communities

Increase engagement of unbanked/ underbanked communities

Integrate community development initiatives into larger strategies

Asset Liability Management Resource
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Business and Community Development Plan

1 Executive Summary, including summary of growth strategy.

2 Credit Union Description. History, Current Field of Membership, Organization 
and Management.

3 Market Analysis

4 Loan Products and Development Services + Growth, Delivery and Outreach 
Strategies.

5 Community Development Impact Plan.

6 Financial Projections.
Account for the full requested term of the loan and demonstrate, inter alia, 
proper accounting for the secondary capital loan, interest payments on the loan 
(minimum debt-service coverage ratio of 2.5 post-loan), include assumptions. 
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(e.g., Wheels to



31

Secondary Capital:
✓Makes your CU more profitable!

✓Is regulatory net worth. Thus it can be leveraged with additional member 
and non-member deposits.

✓Cost should be evaluated with the cost of deposits, not simply on its own. 
With deposits the blended WACC is lower than the cost of the secondary 
capital, varying by leverage. Eg. $1 million of secondary capital at 4% and $4 
million of deposits at X (0.50%) = 1.20%.

✓Can offset the capital charges that are required when new loans and new 
loan programs start up – especially when those loan programs are impact 
focused and often require at least minor higher reserve rates. Over time 
with the successful performance of the loans, the reserve rates come down 
as the secondary capital is repaid.

✓Makes your CU more money generating additional funds to repay the 
secondary capital when it comes due. The most successful high growth CUs 
incorporate secondary capital into their long-term financing structure.



Questions & Answers
Please enter questions in the Q&A or chat field.
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Upcoming Events:
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Contacts

39 Broadway, Suite 2140
New York, NY  10006-3063

www.inclusiv.org

Cathi Kim

Director, Inclusiv/ Capital

capital@inclusiv.org

212.809.1850 ext. 271

Ahmed Campbell

Director, Lending Development

capital@inclusiv.org

212.809.1850 ext. 229

www.inclusiv.org

