
D. Underwriting and Eligibility

Decide on population parameters around who is eligible for the loan:

Who counts as a returning citizen? Will any formerly incarcerated individual be eligible for 
a loan or is there a “time limit” as to whom counts as a returning citizen? 

Will you place restrictions on returning citizens with certain criminal charges? Most 
nonprofits do not restrict whom they work with based on past charges, since the 
individual has already served their time for those charges. 

Will you lend to friends/family supporting a returning citizen? Family and friends are often 
critical to supporting a returning citizen in their reentry.

Does an individual need to be working with a referring partner or can any returning 
citizen be eligible for a loan? Some organizations only do loans by referral. The 
community partner can serve as a character reference for the individual.
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Look for alternative indicators of stability. The purpose of a Reentry Opportunity Loan is 
to help individuals achieve stability upon reentry. This means that their lives are likely not 
yet stable and traditional measures of stability, such as length at a job or home, will not be 
appropriate underwriting factors. Alternate indicators of stability could include:

A social support network—friends/family who are actively supporting the individual, a 
mentor/sponsor in the community;

Concrete future goals with action steps on how to achieve them;

A record of participating in educational or vocational opportunities while serving time; 

Potential job leads; and

Enrollment in training or active participation in other supportive services.

Don’t compromise on ability to repay (borrower capacity). Implementing an effective 
process for assessing a borrower’s ability to repay is essential to responsible lending.46  
This can mean:

Working with borrowers to complete a household budget that is as realistic as possible 
and includes the projected loan payment;

Calculating a debt-to-income ratio;

Collecting bank statements, copies of bills, a tax return, credit report, benefit letters, 
and/or paystubs for third party verification of an individual’s budget; and 

Offering up-to-date information on resources that can help an individual meet their 
need other than through your loan. 

46 For a full list of essentials to responsible lending guidelines and practices for small-dollar credit, survey CFSI’s The Compass Guide to 
Small-Dollar Credit.
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Use alternative data to assess “character” and bolster underwriting. In recent years, 
there has been an influx of innovators utilizing non-traditional credit data to underwrite 
credit-invisible and thin-filed consumers. Such innovators use data ranging from rental 
data, utility payments, work history, and behavioral tendencies during application to assess 
borrower creditworthiness.47 

  Kinecta Credit Union partnered with LexisNexis to use the company’s RiskView 
Score tool to expand access to a loan designed to help borrowers consolidate and pay 
off outstanding payday loans. Utilizing the platform helped Kinecta keep charge-off rates 
for the product below six percent.

Distinguish medical debts from other consumer debts. Medical debt is often not a good 
indicator of someone’s credit worthiness, since medical issues can be outside of one’s 
control. In fact, many CBA members choose not to use a person’s credit score as a key 
factor during the loan application and determination process because of the influence that 
these kind of debts may have.48 However, if a borrower is actively paying back medical 
debt, and has little room in their budget to afford loan payments, it is worth taking this into 

47 For more information on alternative underwriting, see CFSI’s report, Big Data, Big Potential: Harnessing Data Technology for the 
Underserved Market

48 Because of this issue, FICO 9 and other newer score models are starting to consider medical debt differently. 
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account as part of a borrower’s ability to repay (perhaps while considering the borrowers 
debt-to-income ratio and/or budget). 

When possible, give borrowers options for what types of documents they can provide 

and how they can provide them. CBA members reported that one of their biggest 
challenges at application time was getting all the right documents and information from 
applicants. Giving applicants options for the types of documents they can submit, ensuring 
that none of the requirements are duplicative, while also figuring out ways to streamline 
this process can reduce the burden on the applicant, and make the loan application process 
more efficient for you. For example, members have streamlined the application process by 
creating an online portal for submitting documents, helping applicants access documents 
that are available online, and having information on how to get a copy of your social security 
benefits letter on hand. 

For proof of income, borrowers could show proof through paystubs, a tax return, bank 
statements or benefit letters. 

Identify criteria for automatic denial. If there are specific criteria that will lead to 
denial, communicate this to the borrowers upfront. If your organization has requirements 
around credit scores, number of recent overdrafts or late payments, length of time since 
bankruptcy, etc., it is important to be transparent about this from the beginning to save 
everyone time and money. 

Be flexible, but provide equitable treatment. Each borrower will bring a different story and 
circumstance. In some cases, it may make sense to allow for exceptions to the underwriting 
criteria. Your underwriting policies and procedures should outline when and how exceptions 
may be made, and when they cannot. However, flexible underwriting should not interfere 
with being a fair, transparent, and consistent lender. This is particularly important to ensure 
that you are in compliance with all lending laws related to equal access to credit.
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