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11/5/96

 Set ExpDate"12/31/96" 12/31/96
TO:
All RAs; BMs; Field Counsels; Field Finance; PCLP Loan Processing Center; Commercial Loan Servicing Centers; and Staff in the Offices of Field Operations, Financial Assistance, and General Counsel


CONTROL NO.:
5000-669

SUBJECT:
Certified Development Company (CDC) Annual Reports
EFFECTIVE:
6-26-00

This notice has been sent to remind field offices and CDCs of the Agency’s 504 Loan Program policy regarding CDC Annual Reports.  This notice addresses report due dates, report requirements, and the handling of CDCs with reports that are past due.

Title 13, part 120, section 830(a) states that a CDC must  submit an “annual report within 90 days after the end of the CDC’s fiscal year, and such interim reports as the SBA may require.”

SOP 50-10, Subpart H, Chapter 4, paragraph 9.a.(1) states:

“Submission Requirement.  Within 90 days after its fiscal year end, a CDC must submit to the SBA field office two copies of an annual report on its activities and operations.  The SBA Form 1253 and 1253A describe in detail the information that must be included.

The district office can permit an extension of up to 60 days if the CDC is waiting for its year-end financial statements.  The SBA district office in which the CDC’s headquarters is located is responsible for receiving and reviewing these annual reports.  These reports assure SBA that the CDCs maintain their capability to operate within the scope of the program and to make sure that no adverse changes have occurred at the CDC.”

SOP 50-10, Subpart H, Chapter 4, paragraph 9 further states:

“Incomplete or Missing Reports.  SBA may cease accepting and processing loan applications if the CDC fails to comply with the annual report requirements.  Further, if the CDC has not filed an acceptable annual report with SBA within 90 days following the close of its fiscal year, the Office of Borrower and Lender Servicing may advise the central servicing agent (CSA) to withhold all monthly servicing fees due to the CDC until such time as the report has been filed and accepted by the field office.”

CDC Annual Report Due Dates

To summarize, a CDC Annual Report is due to the SBA field office responsible for the CDC’s oversight no later than 90 days after the close of the CDC’s fiscal year.  Upon receipt, field offices have 60 days to review the report and submit the report to Headquarters, together with the field office analysis of the report.  Field offices are permitted to grant the CDC a unilateral extension of up to 60 days only if the CDC is awaiting its year-end financial statements.   

Effective with the issuance of this notice, field offices must notify Headquarters of any extensions granted so that Headquarters can enter the extension date into the 504 Lender Monitoring System.  These extension notifications must be e-mailed to:  John.Anderson@sba.gov.  A listing of CDC annual reports due or past due is posted on the SBA Intranet 504 web page, http://yes.sba.gov/offices/fa/504.

Requirements of Report Submission to Headquarters

The Annual Report must be completed according to SBA Forms 1253 and 1253A, copies of which are found in Appendix 8 of SOP 50-10.  All elements included in the guide must be completed in order for Headquarters to accept the report.  It is the field office’s responsibility to analyze the reports for completeness prior to submission to Headquarters.  The Annual Report submitted to Headquarters also must include a completed Form 1253A  as well as the field office analysis.  A suggested format for the analysis is also found in Appendix 8.  However, many district offices choose to analyze the CDC’s performance in more depth, which is encouraged.  

Incomplete reports, or those missing the field office analysis, will be returned to the field office for correction and will be considered past due.

Past Due Reports
Over the last year, Headquarters has emphasized the enforcement of CDC Annual Report requirements.  While many CDCs have submitted their reports on time, a significant number  continue to remain in violation of SBA regulations and policy. 

These reports are a crucial component to the long-term health of the 504 Loan Program.  In order for SBA to continue to increase its reliance on its lender-partners, the timely submission of these reports and the accompanying field office analysis is required.  Current annual reports are a requirement for 504 loan processing, CDC expansion requests, changes in status including becoming an ALP CDC or PCLP CDC and renewal of status.

SBA field offices are permitted by policy to cease accepting 504 loan applications from any CDC that has not submitted an acceptable annual report within 90 days of the CDC’s fiscal year end to the field office responsible for CDC oversight .  [SOP 50-10, Subpart H, Chapter 4, paragraph 9.a.(6)]  Beginning October 1, 2000, field offices that initiate such actions must notify all other field offices in the CDC’s area of operations as well as Headquarters.  Headquarters will notify the PCLP processing center if the CDC is a PCLP CDC.

Beginning October 1, 2000, if an acceptable CDC Annual Report, including the field office analysis, has not reached Headquarters within 7 months of the end of the CDC’s fiscal year, or 9 months if Headquarters has been notified by the field office of an extension granted to the CDC by the field office:

1.  Headquarters will notify the SBA field office responsible for the CDC’s oversight (and the PCLP processing center if the CDC is a PCLP CDC) to cease accepting 504 loan applications from the CDC if the SBA field office has not already taken that action itself. 

2.  The SBA field office responsible for the CDC’s oversight must then notify all other field offices within the CDC’s area of operations to cease accepting 504 loan applications from that CDC until Headquarters has received an acceptable annual report and analysis.  

3.  Once Headquarters receives an acceptable report and analysis, it will notify the SBA field office responsible for CDC oversight to resume accepting 504 loan applications.  That field office will be responsible for contacting the other field offices within the CDC’s area of operations to resume accepting applications also.  Headquarters will contact the PCLP center.

As a reminder, Headquarters also has the authority to advise the CSA to withhold a CDC’s monthly servicing fee income if the CDC has not submitted an acceptable annual report to SBA within 90 days of the close of the CDC’s fiscal year.  [(SOP 50-10, Subpart H, Chapter 4, paragraph 9.a.(6)]

Any questions regarding this notice may be referred to John.Anderson@SBA.gov.

___________________________________________  

Jane Palsgrove Butler

Associate Administrator

   for Financial Assistance

Expires: 06-01-01
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