



SBA Procedural Notice

11/5/96

 Set ExpDate"12/31/96" 12/31/96
TO:
All Employees
CONTROL NO.:
5000-680

SUBJECT:
Expansion of CAIP/SBA Pilot Loan Program to include the 504 Loan Program
EFFECTIVE:
8-10-00

Overview:

SBA has been a participating agency in the U.S. Community Adjustment and Investment Program (CAIP) since August 1997 through the 7(a) financial assistance loan program. (SBA Notice No. 5000-530)  Under this initiative, for borrowers that qualify, the guaranty fee that the borrower normally pays is paid by the North American Development Bank (NADBank).  To date, approximately 280 7(a) borrowers have benefited from the CAIP and more than 2,700 jobs have been created or retained by these businesses. 

Effective the date of this notice, SBA will also participate in the CAIP through its 504 program.  SBA’s 504 program is set forth in Title V of the Small Business Investment Act of 1958 (the “Act”).  When a 504 financing is closed under this CAIP-504 pilot, NADBank will pay the following one-time fees:

· The Participation Fee which the senior lender is responsible for pursuant to section 503(d)(2) of the Act:

· The Certified Development Company (“CDC”) processing fee which a CDC may charge a borrower pursuant to section 120.971(a)(1) of SBA regulations: and

· The SBA guaranty fee which SBA charges a CDC for administrative expenses related to the guaranty of the CDC’s debenture sold to fund the 504 financing pursuant to section 503(d)(1) of the Act and section 120.971(d)(1) of SBA regulations.

Eligibility:

All proposed 504 projects must be located in an area that has been designated for SBA participation by the CAIP Finance Committee.  A list of eligible areas for SBA participation can be found at SBA’s Home Page at “http://www.sba.gov/financing/frcaip.html.”  (Please note that NADBank also maintains a list of eligible areas for other CAIP related purposes, and in some cases the NADBank list will vary from the SBA list of eligible areas.)  The SBA list is regularly updated to add newly eligible areas and to remove areas no longer eligible, so please consult the listing before submitting loans for approval.

To be considered for CAIP, a 504 project must create one job in an eligible area for each $35,000 of debenture.  The only exception is when a job that otherwise would be lost to low-cost foreign competition will be saved by the CAIP 504 loan.  That job may be counted towards the one-job-per-$35,000 debenture criteria as long as it is supported by adequate documentation and approved by the CAIP Finance Committee.  In the case of part-time workers, they may be combined to meet this requirement.  (Each 40 hours worked during a week equals one full-time equivalent.) 

Projects fulfilling other goals, including other 504 public policy goals described in SOP 50-10(4), Subpart “H”, Chapter 10 are not eligible for CAIP.  Each CAIP loan must meet the job creation requirements.   

Fees Covered by NADBank:

The amount of the fees that will be paid by NADBank is determined at the time of endorsement by the CAIP Finance Committee.  When a 504 project is endorsed for participation in CAIP by the Finance Committee, the funds to pay these fees are obligated at that time.  This establishes the maximum amount that will be paid by NADBank for this project.  As a result, while the 504 debenture may be decreased subsequent to the Finance Committee’s endorsement, it cannot be increased.   Any cost over-runs must thus be funded by the lender and/or the borrower, but any resulting increase in the lender participation fee must be paid by the lender or the borrower.

Field Office Procedures:

All loans processed under this program will be processed by the local SBA district or branch office and will be subject to current SBA 504 policies and procedures – except where modified by this Notice.  CAIP loans may not be processed as PCLP loans.  Field offices are responsible for providing all necessary information for processing CAIP 504 loans through the Finance Committee.

Please note the following procedures that apply specifically to CAIP 504 loans.

· Transactions may be submitted for CAIP 504 consideration on or after the effective date of this notice.  Transactions previously approved are not eligible for CAIP.

· SBA field offices will continue to evaluate the 504 loan’s eligibility and creditworthiness, but will not approve the loan, pending the CAIP Finance Committee’s endorsement.

· The field office will forward SBA Form 2021 (borrower’s certification of jobs) and SBA Form 2022 (loan summary) to Paul Bishop, SBA Office of Financial Assistance (OFA), by fax (202) 481-4851 or (202) 205-7722.

· OFA will review the summary and forward it to the Finance Committee with a recommendation for endorsement.

· The Finance Committee will either decline or “endorse” SBA’s recommendation within 5 working days.

· If endorsed, OFA will notify the local office of the approval and will obligate the funds for payment at debenture funding.

· No payments will be made from obligated funds until the loan is closed and the debenture funded.  If participating CDCs exercise their option to request interim (partial) payment of the CDC fee from the borrowers, it must be refunded to them when the debenture is funded.

· The Central Servicing Agent (CSA) will notify OFA when the debenture is about to be funded.  SBA Form 1506 must identify in Part 6, Section C, that the SBA guaranty fee (2a) and the CDC fee (2c) will be paid by CAIP.

· OFA will initiate payment of all fees to Colson Services Corporation equal to the lesser of final fees or the amount obligated at endorsement.

· Colson will remit the guarantee fee and the lender participation fee to SBA and the CDC fee to the CDC.

· All loans approved under this program must be identified as partnered with CAIP by so indicating via Loan Accounting System Screen LSA 001.  As indicated on the LSA Screen 001, the right hand column of data includes a new entry on line 14: “FOR CAIP ENTER “X”.  Please be sure all CAIP loans are appropriately coded.

· CAIP funds may only be used for completed projects at the time the debenture is issued.  No CAIP-funded payments will be made to CDCs if a 504 project is cancelled, withdrawn, or alternatively financed.

Any questions regarding this notice may be e-mailed to Paul.Bishop@sba.gov.

_____________________________   

Charles D. Tansey

Associate Deputy Administrator

    for Capital Access

Expires: 8-1-01
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