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§120.829

§120.829 Job Opportunity average a
CDC must maintain.

(a) A CDC’s portfolio must maintain
a minimum average of one Job Oppor-
tunity per an amount of 504 loan fund-
ing that will be specified by SBA from
time to time in a FEDERAL REGISTER
notice. Such Job Opportunity average
remains in effect until changed by sub-
sequent FEDERAL REGISTER publica-
tion. A CDC is permitted two years
from its certification date to meet this
average.

(b) A CDC must indicate in its annual
report the Job Opportunities actually
or estimated to be provided by each
Project.

(c) If a CDC does not maintain the re-
quired average, it may retain its cer-
tification if it justifies to SBA’s satis-
faction its failure to do so in its annual
report and shows how it intends to at-
tain the required average.

[61 FR 3235, Jan. 31, 1996, as amended at 68
FR 57981, Oct. 7, 2003]

§120.830 Reports a CDC must submit.

A CDC must submit the following re-
ports to SBA:

(a) An annual report within one hun-
dred-eighty days after the end of the
CDC'’s fiscal year (to include audited or
reviewed financial statements of the
CDC, as applicable, and any affiliates
or subsidiaries of the CDC prepared in
accordance with §120.826(c) and (d)),
and such interim reports as SBA may
require.

(1) The audited financial statements
must, at a minimum, include the fol-
lowing:

(i) Audited balance sheet;

(ii) Audited statement of income (or
receipts) and expense;

(iii) Audited statement of source and
application of funds;

(iv) Such footnotes as are necessary
to an understanding of the financial
statements;

(v) Auditor’s letter to management
on internal control weaknesses; and

(vi) The auditor’s report.

(2) The reviewed financial statements
must, at a minimum, include the fol-
lowing:

(i) Balance sheet;

(ii) Statement of income (or receipts)
and expense;
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(iii) Statement of source and applica-
tion of funds;

(iv) Such footnotes as are necessary
to an understanding of the financial
statements; and

(v) The accountant’s review report.

(b) For each new associate and staff,
a Statement of Personal History (for
use by non-bank lenders and CDCs) and
other information required by SBA;

(c) Reports of involvement in any
legal proceeding;

(d) Changes in organizational status;

(e) Changes in any condition that af-
fects its eligibility to continue to par-
ticipate in the 504 program; and

(f) Quarterly service reports on each
loan in its portfolio which is 60 days or
more past due (and interim reports
upon request by SBA).

(g) Other reports as required by SBA.

[61 FR 3235, Jan. 31, 1996, as amended at 68
FR 57981, Oct. 7, 2003; 73 FR 75518, Dec. 11,
2008]

EXTENDING A CDC’S AREA OF
OPERATIONS

§120.835 Application to expand an
Area of Operations.

(a) General. A CDC that has been cer-
tified to participate in the 504 program
may apply to expand its Area of Oper-
ations if it meets all requirements to
be an Accredited Lender Program
(ALP) CDC, as set forth in §120.840(c),
and demonstrates that it can com-
petently fulfill its 504 program respon-
sibilities in the proposed area.

(b) Local Economic Area Expansion. A
CDC seeking to expand its Area of Op-
erations into a Local Economic Area
must apply in writing to the Lead SBA
Office.

(c) Multi-State CDC Expansion. A CDC
seeking to become a Multi-State CDC
must apply to the SBA District Office
that services the area within each
State where the CDC intends to locate
its principal office for that State. A
CDC may apply to be a Multi-State
CDC only if:

(1) The State the CDC seeks to ex-
pand into is contiguous to the State of
the CDC’s incorporation;

(2) The CDC demonstrates that its
membership meets the requirements in
§120.822 separately for its State of in-
corporation and for each additional
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State in which it seeks to operate as a
Multi-State CDC; and

(3) The CDC has a loan committee
meeting the requirements of §120.823.

[68 FR 57981, Oct. 7, 2003]

§120.837 SBA decision on application
for a new CDC or for an existing
CDC to expand Area of Operations.

The processing District Office must
solicit the comments of any other Dis-
trict Office in which the CDC operates
or proposes to operate. The processing
District Office must determine that the
CDC is in compliance with SBA’s regu-
lations, policies, and performance
benchmarks, including pre-approval
and annual review by SBA of any man-
agement or staff contracts, and the
timely submission of all annual re-
ports. In making its recommendation
on the application, the District Office
may consider any information pre-
sented to it regarding the requesting
CDC, the existing CDC, or CDCs that
may be affected by the application, and
the proposed Area of Operations.

(a) The SBA District office will sub-
mit the application, recommendation,
and supporting materials within 60
days of the receipt of a complete appli-
cation from the CDC to the D/FA, who
will make the final decision. The D/FA
may consider any information sub-
mitted or available related to the ap-
plicant and the application.

(b) SBA will notify the CDC of its de-
cision in writing, and if the application
is denied, the reasons for its decision.

(c) If a CDC is approved to operate as
a Multi-State CDC, the CDC’s ALP,
PCLP, or Priority CDC authority will
carry over into every additional State
in which it is approved to operate as a
Multi-State CDC.

[656 FR 42633, July 11, 2000, as amended at 68
FR 57981, Oct. 7, 2003]

§120.839 Case-by-case application to
make a 504 loan outside of a CDC’s
Area of Operations.

A CDC may apply to make a 504 loan
for a Project outside its Area of Oper-
ations to the District Office serving the
area in which the Project will be lo-
cated. The applicant CDC must dem-
onstrate that it can adequately fulfill
its 504 program responsibilities for the
504 loan, including proper servicing. In

§120.840

addition, the CDC must have satisfac-
tory SBA performance, as determined
by SBA in its discretion. The CDC’s
Risk Rating, among other factors, will
be considered in determining satisfac-
tory SBA performance. Other factors
may include, but are not limited to,
on-site review/examination assess-
ments, historical performance meas-
ures (like default rate, purchase rate
and loss rate), loan volume to the ex-
tent that it impacts performance meas-
ures, and other performance related
measurements and information (such
as contribution toward SBA mission).
The District Office may approve the
application if:

(a) The applicant CDC has previously
assisted the business to obtain a 504
loan; or

(b) The existing CDC or CDCs serving
the area agree to permit the applicant
CDC to make the 504 loan; or

(c) There is no CDC within the Area
of Operations.

[68 FR 57982, Oct. 7, 2003, as amended at 73 FR
75518, Dec. 11, 2008]

ACCREDITED LENDERS PROGRAM (ALDP)

§120.840 Accredited Lenders Program
(ALP).

(a) General. Under the ALP program,
SBA designates qualified CDCs as ALP
CDCs, gives them increased authority
to process, close, and service 504 loans,
and provides expedited processing of
loan approval and servicing actions.

(b) Application. A CDC must apply for
ALP status to the Lead SBA Office.
The Lead SBA Office will send its rec-
ommendation and the application to
the D/FA for final decision.

(c) Eligibility. In order for a CDC to be
eligible to receive ALP status, its ap-
plication must show that it meets the
criteria set forth in §120.841.

(d) Additional application requirements.
The CDC’s application must include
the following:

(1) Certified copy of the CDC’s Board
of Directors’ resolution authorizing the
application for ALP status.

(2) Summary of the experience of
each of the CDC’s loan processing, clos-
ing, and servicing staff members with
significant authority.

(3) Name, address, and summary of
experience of Designated Attorney.
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