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§120.846

SBA deems it appropriate, it may con-
fer PCLP status for a period of less
than two years.

(f) Area of Operations for PCLP CDCs.
If the SBA approves the CDC’s applica-
tion, the PCLP CDC may exercise its
PCLP authority in its entire Area of
Operations.

(g) SBA approval or decline decision.
SBA will notify the CDC in writing of
an approval or decline of a PCLP appli-
cation. If an application is declined,
SBA will notify the CDC of the reasons
for the decision.

[68 FR 57982, Oct. 7, 2003, as amended at 72 FR
18364, Apr. 12, 2007; 73 FR 75519, Dec. 11, 2008]

§120.846 Requirements for maintain-
ing and renewing PCLP status.

(a) To maintain its status as a PCLP
CDC, a CDC must continue to:

(1) Meet the PCLP eligibility require-
ments in §120.845.

(2) Timely conform with all require-
ments and deadlines set forth in SBA’s
regulations and policy and procedural
guidance concerning properly estab-
lishing, funding and reporting a PCLP
Loan Loss Reserve Fund (LLRF).

(3) Substantially comply with all
Loan Program Requirements.

(4) Remain an active CDC.

(5) In accordance with statutory re-
quirements set forth in section 508(i) of
Title V, 15 U.S.C. 697e(i), establish a
goal of processing at least 50 percent of
its 504 loans using PCLP procedures.

(b) SBA will notify the PCLP CDC in
writing of a renewal or non-renewal of
PCLP status. If PCLP status is not re-
newed, SBA will notify the CDC of the
reasons for the decision.

[68 FR 57983, Oct. 7, 2003, as amended at 72 FR
18364, Apr. 12, 2007]

§120.847 Requirements for the Loan
Loss Reserve Fund (LLRF).

(a) General. PCLP CDCs must estab-
lish and maintain a LLRF (or multiple
accounts which together constitute one
LLRF) which complies with paragraphs
(b) through (g) of this section. A PCLP
CDC must use the LLRF or other funds
to reimburse the SBA for 10 percent of
any loss sustained by SBA as a result
of a default in the payment of principal
or interest on a Debenture it issued
under the PCLP (‘“PCLP Debenture’’).
A CDC that is participating in the
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PCLP as of January 1, 2004, and a CDC
that has participated in the PCLP in
the past but which does not have PCLP
status as of that date, must establish a
LLRF within 30 days of that date to
cover potential losses for all 504 loans
made in connection with PCLP Deben-
tures that remain outstanding as of
that date. A CDC that receives PCLP
status after that date must establish
and maintain a LLRF prior to closing
any 504 loans processed under its PCLP
status. The LLRF is the accumulation
of deposits that a PCLP CDC must es-
tablish and maintain for each PCLP
Debenture that it issues. PCLP CDCs
must coordinate with their Lead SBA
Office to ensure that the LLRF is prop-
erly established, that all necessary
documentation is executed and deliv-
ered by all parties in a timely fashion,
and that all required deposits are
made.

(b) PCLP CDC Ezxposure and LLRF de-
posit requirements. A PCLP CDC’s “Ex-
posure’ is defined as its reimburse-
ment obligation to SBA with respect to
default in the payment of any PCLP
Debenture. The amount of a PCLP
CDC’s Exposure is 10 percent of any
loss (including attorney’s fees; litiga-
tion costs; and care of collateral, ap-
praisal and other liquidation costs and
expenses) sustained by SBA as a result
of a default in the payment of principal
or interest on a PCLP Debenture. For
each PCLP Debenture a PCLP CDC
issues, it must establish and maintain
an LLRF equal to one percent of the
original principal amount (the face
amount) of the PCLP Debenture. The
amount the PCLP CDC must maintain
in the LLRF for each PCLP Debenture
remains the same even as the principal
balance of the PCLP Debenture is paid
down over time.

(c) Establishing a LLRF. The LLRF
must be a deposit account (or ac-
counts) with a federally insured deposi-
tory institution selected by the PCLP
CDC. A ‘“‘deposit account” is a demand,
time, savings, or passbook account, in-
cluding a certificate of deposit (CD)
which is either uncertificated or, if cer-
tificated, non-transferable. A ‘‘deposit
account’ is not an investment account
and must not contain securities or
other investment properties. A deposit
account may contain only cash and
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