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• Comments on are due by December 19th

• Significant changes needed for credit unions to remain certified

Pre-Approved Target Market Verification Methodologies
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CDFI Fund Notices and Information

➢ Pre-Approved Methodologies

➢ Low-Income Geographic Proxies

➢ Low-Income Calculator

➢ Hispanic Surnames

https://www.cdfifund.gov/news/489


• 23 Page document with detailed description of 
Target Market Verification methodologies that the 
CDFI Fund would consider as “pre-approved”

• Our analysis indicates that no credit union currently 
certified for Low-Income (LITP) and/or Other 
Targeted Population (OTP) would be able to re-
certify with these methodologies alone

➢ Pre-Approved Methodologies/ Target Market Verification /
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• CDFI Fund has released list of 8,257 “Hispanic or Latino” surnames

XThey have not included any Bayesian Improved First Name/Surname Geocoding 
methodologies that are statistically more accurate, compliant with ECOA and Reg B, 
are endorsed by CFPB, and can be used for multiple races and ethnicities

➢ OTP Methodologies/ Target Market Verification /



➢ LITP Methodologies

• Low-Income Targeted Population (LITP) 
methodologies begin on page 15

• Verification and documentation 
methodologies 

➢cannot be used to evaluate credit union 
loans at scale

➢cannot be used to evaluate credit union 
membership at all

/ Target Market Verification /
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➢ Low-Income Geographic Proxies

• The CDFI Fund has proposed the use of Low-Income Geographies as an LITP proxy, similar in 
principle to those

➢Used by NCUA for Low Income Designation 

➢Developed and used by Inclusiv for our current LITP analysis

• Inclusiv has long advocated for the CDFI Fund to make such standardized geographic proxies 
publicly available to all CDFIs

• They listened…sort of…

/ Target Market Verification /



• The Census Block Group proxies proposed by the CDFI Fund:

➢Only classify 10% of the US population as “low-income”

➢94% of people classified as “low-income” already live in qualified Investment Areas

➢72% of NCUA’s Low Income Census Block Groups are not classified as “low-income” by the 
CDFI Fund

➢ Low-Income Geographic Proxies/ Target Market Verification /



• The Census Block Group proxies proposed by the CDFI Fund:

➢Only classify 10% of the US population as “low-income”

➢94% of people classified as “low-income” already live in qualified Investment Areas

➢72% of NCUA’s Low Income Census Block Groups are not classified as “low-income” by the 
CDFI Fund

Hypothetically…
if NCUA used the CDFI Fund’s proposed low-income 

geographies, more than 2,400 credit unions would no 
longer be Low-Income Designated

➢ Low-Income Geographic Proxies/ Target Market Verification /



/ Inclusiv Recommendations // Target Market Verification /

❖ Inclusiv is proposing four modifications and additions to the pre-approved 
methodologies

❖ Our proposed methodologies would enable CDFIs of any scale to 

✓ Increase accuracy

✓ Improve efficiency

✓ Ensure regulatory compliance



1. Investment Areas  

2. Geographic Proxy for Low-Income

3. Modeled Household Income 

4. Other Targeted Populations

Let’s get nerdy!

❖ The categories of Inclusiv’s four proposed modifications and additions are:

/ Inclusiv Recommendations // Target Market Verification /



1. Investment Areas  

• IAs are easiest Target Market to verify with 100% accuracy

➢ Geocode address and match with list of qualified  geocodes

• CDFI Fund has only ever designated IA Counties and IA Census Tracts, even though:

/ Inclusiv Recommendations /

A CDFI investment area is defined as a geographic unit (state, county, census tract, block group, 

Indian/Native areas), or as contiguous geographic units entirely located within the United States that 

meets one of the following criteria: (1) has a population poverty rate of at least 20 percent; (2) or has 

an unemployment rate of at least 1.5 times the national average; (3) or for a metropolitan area has a 

median family income (MFI) at or below 80 percent  of the greater of either the metropolitan MFI or 

national metropolitan MFI; (4) or for a non-metropolitan area that has a MFI at or below 80 percent of 

the greater of either the  statewide non-metropolitan MFI or national non-metropolitan MFI; (5) or is 

wholly located within an Empowerment Zone or Enterprise Community; (6) or has a county 

population loss greater than or equal to ten percent for Metro areas or five percent for Non-Metro 

areas.

1. Extend Qualified Investment Areas to Census Block Groups



1. Investment Areas  

✓ IAs are easiest Target Market to verify with 100% accuracy

✓ Most CDFIs would be able to certify based on IAs alone, without any need for OTP 
and/or LITP

/ Inclusiv Recommendations /

A CDFI investment area is defined as a geographic unit (state, county, census tract, block group, 

Indian/Native areas), or as contiguous geographic units entirely located within the United States that 

meets one of the following criteria: (1) has a population poverty rate of at least 20 percent; (2) or has 

an unemployment rate of at least 1.5 times the national average; (3) or for a metropolitan area has a 

median family income (MFI) at or below 80 percent  of the greater of either the metropolitan MFI or 

national metropolitan MFI; (4) or for a non-metropolitan area that has a MFI at or below 80 percent of 

the greater of either the  statewide non-metropolitan MFI or national non-metropolitan MFI; (5) or is 

wholly located within an Empowerment Zone or Enterprise Community; (6) or has a county 

population loss greater than or equal to ten percent for Metro areas or five percent for Non-Metro 

areas.

1. Extend Qualified Investment Areas to Census Block Groups



/ Inclusiv Recommendations /

A CDFI investment area is defined as a geographic unit (state, county, census tract, block group, 

Indian/Native areas), or as contiguous geographic units entirely located within the United States that 

meets one of the following criteria: (1) has a population poverty rate of at least 20 percent; (2) or has 

an unemployment rate of at least 1.5 times the national average; (3) or for a metropolitan area has a 

median family income (MFI) at or below 80 percent  of the greater of either the metropolitan MFI or 

national metropolitan MFI; (4) or for a non-metropolitan area that has a MFI at or below 80 percent of 

the greater of either the  statewide non-metropolitan MFI or national non-metropolitan MFI; (5) or is 

wholly located within an Empowerment Zone or Enterprise Community; (6) or has a county 

population loss greater than or equal to ten percent for Metro areas or five percent for Non-Metro 

areas.

2. Use Low-Income Geographies as LITP Proxy based on IA criteria

Geographic Proxy for LITP



• Investment Area criteria identify Low-Income Geographies

• CDFIs that only serve LITP could use this geographic proxy when unable to collect 
family income data

• Since LITP geographies are subset of Investment Areas, proxy will always identify 
borrowers that qualify for at least one eligible Target Market

/ Inclusiv Recommendations /

A CDFI investment area is defined as a geographic unit (state, county, census tract, block group, 

Indian/Native areas), or as contiguous geographic units entirely located within the United States that 

meets one of the following criteria: (1) has a population poverty rate of at least 20 percent; (2) or has 

an unemployment rate of at least 1.5 times the national average; (3) or for a metropolitan area has a 

median family income (MFI) at or below 80 percent  of the greater of either the metropolitan MFI or 

national metropolitan MFI; (4) or for a non-metropolitan area that has a MFI at or below 80 percent of 

the greater of either the  statewide non-metropolitan MFI or national non-metropolitan MFI; (5) or is 

wholly located within an Empowerment Zone or Enterprise Community; (6) or has a county 

population loss greater than or equal to ten percent for Metro areas or five percent for Non-Metro 

areas.

2. Use Low-Income Geographies as LITP Proxy based on IA criteria

Geographic Proxy for LITP



• Low-Income benchmark based on total family income, adjusted for family size

• Credit unions have no business reason to collect family size and family income data 
from members, except perhaps small percentage of home mortgages applicants

• Leading providers of core data, MCIF and data analytics systems for banks and credit 
unions can provide “modeled” estimates of family income for all members based on 
hundreds of public sources of data for each household.

• Credit unions have used modeled income for LITP classification since early days of 
certification, as it provides more accurate estimate than geographic proxy or individual 
borrower income

/ Inclusiv Recommendations /

3. Accept use of modeled household income data from qualified 
third-party vendors* for LITP classification

Modeled Household Income

* Inclusiv does not offer these services and does not endorse any specific third-party vendor



4. Other Targeted Populations

• “Visual identification” of race/ethnicity violates regulations, cannot be conducted at 
scale and is of biased by subjective decisions of tens of thousands of front-line workers

• CFPB published a detailed methodology that combines of analyses of both names and 
geographic locations to determine probable race/ethnicity using Bayesian statistics

• Research has found these “Bayesian” methodologies to be much more accurate than 
use of surnames or geographic proxies on their own

• Multiple qualified third-party vendors offer race/ethnicity coding to banks and credit 
unions based on the CFPB or enhanced Bayesian methodologies

/ Inclusiv Recommendations /

4. Accept race/ethnicity coding based on Bayesian name/geocoding 
analyses from qualified third-party vendors*

* Inclusiv does not offer these services and does not endorse any specific third-party vendor



1. Investment Areas  

2. Geographic Proxy for Low-Income

3. Modeled Household Income 

4. Other Targeted Populations

/ Inclusiv Recommendations // Target Market Verification /

✓ Extend Investment Areas to Census Block Groups 

✓ Use subset of Low-Income Investment Areas as LITP proxy

✓ Accept modeled household income data from qualified vendors for 
LITP determination

✓ Accept race/ethnicity coding based on Bayesian name/geocoding 
analyses from qualified third-party vendors



/ Bonus Comment!// Target Market Verification /

• CDFI Fund has yet to release proposed modifications of Transaction-Level Report that 
would be required as first step in certification application

• Current TLR is not suited to certification, e.g. 

➢ allows upload of Personally Identifiable Information that could be subject to 
public exposure

➢ requires dozens of extraneous fields of data that have no bearing on certification 
tests

➢ has not demonstrated capacity to handle millions of records

From Inclusiv Comments on Certification Application
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Contact:  bmyers@cdcu.coop

Upcoming Events

Inclusiv CDFI Certification Office Hours

Wednesday afternoons at 3pm ET

To register for the series:
https://forms.office.com/pages/responsepage.aspx?id=URkTPdR2J06IUEAfCbvyu3

PLJRJPufxLqGlvsP1qhthUMVlWWkVYTzBUSk9PQVdBM0ZQVElJRUNSSS4u

https://forms.office.com/pages/responsepage.aspx?id=URkTPdR2J06IUEAfCbvyu3PLJRJPufxLqGlvsP1qhthUMVlWWkVYTzBUSk9PQVdBM0ZQVElJRUNSSS4u
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Pablo DeFilippi

EVP Inclusiv CU Network

Email:  pablo@inclusiv.org

Tel:  212.809.1850 ext. 304

Jules Epstein-Hebert

Director of Membership Growth and Partnerships

Email:  jhebert@inclusiv.org

Tel:  212.809.1850 ext. 211

Thank you!

39 Broadway Suite 2140
New York, NY  10006-3003

www.inclusiv.org


