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APPLICANT AFFIDAVIT ON AFFILIATION
This Applicant Affidavit on Affiliation (Affidavit) is to be completed by the Applicant and submitted to an SBA Participating Lender and if the Applicant is an Eligible Passive Company as defined in 13 CFR 120.10, this Affidavit must also be completed by the Operating Company of the Applicant.  Only small business concerns are eligible for SBA loans, and the size of any affiliates of the small business concern must be considered in determining the size of the small business concern applying for an SBA loan. 
The purpose of this Affidavit and the attached Certification is to require the Applicant and each holder of any ownership interest in the Applicant, and any individual identified in ¶ 2(c) below who controls the management of the Applicant, to provide information and certifications with respect to the Applicant and any affiliates, if any, to assist the Lender/CDC and SBA in determining the size of the Applicant.
1.  I certify that the following persons or entities are the only owners of the Applicant, ______________________, in the percentages of ownership shown below (percentages must add up to 100%; attach additional pages if needed):
Applicant
	NAME						Percentage Owned
____________________________________ 		_______________
____________________________________ 		_______________
____________________________________ 		_______________
____________________________________ 		_______________
Operating Company (this section must be completed if the Applicant is an Eligible Passive Company as defined in 13 CFR 120.10.)
	NAME						Percentage Owned
____________________________________ 		_______________
____________________________________ 		_______________
____________________________________ 		_______________
____________________________________ 		_______________
2.  I understand that the Small Business Administration (SBA) includes the size of any business entity which is an affiliate of the Applicant in determining the size of the Applicant.   For purposes of the Applicant’s loan application, SBA defines affiliates as follows:
(a) Affiliation based on ownership.  For determining affiliation based on ownership:
	(1) A concern is an affiliate of a person (including any individual, concern or other entity) that owns or has the power to control more than 50 percent of the voting equity of the concern.  If no person owns or has the power to control more than 50 percent of a concern’s voting equity, SBA will deem the Chief Executive Officer (CEO) or President of the concern (or other officers, managing members, partners, or directors who control the management of the concern) to be in control of the concern.

	Example:  ABC Corporation owns 60% of the applicant.  ABC Corporation is an affiliate of the applicant.

	(2) If any two or more persons (including any individual, concern or other entity) collectively own or have the power to control more than 50 percent of the voting equity of two or more concerns (the “collective owners”), then there is affiliation between such concerns and between each concern and each collective owner.

	Example:  Joe and Mary, combined, own 56% of the applicant.  They have a combined ownership interest of 75% in XYZ Corporation.  XYZ is an affiliate of the applicant.

	(b) Affiliation arising under options, convertible securities, and agreements to merge.  In determining size, SBA considers options, convertible securities, and agreements to merge (including agreements in principle) to have a present effect on the power to control a concern.  SBA treats such options, convertible securities, and agreements as though the rights granted have been exercised.

		Example: Lila owns 100% of the applicant and 100% of ABC Corporation.  John has an option to buy 51% of Lila’s interest in ABC Corporation.  ABC Corporation would be an affiliate of the applicant even though John holds an unexercised option.
  
	(1) Agreements to open or continue negotiations towards the possibility of a merger or a sale of stock or other equity at some later date are not considered “agreements in principle” and are thus not given present effect.

	Example:  Susan owns 100% of applicant.  She and Sally, who owns 100% of ABC Corporation, begin discussions about a possible merger of their complementary businesses.  ABC Corporation is not an affiliate of the applicant.


	(2) Options, convertible securities, and agreements that are subject to conditions precedent which are incapable of fulfillment, speculative, conjectural, or unenforceable under state or Federal law, or where the probability of the transaction (or exercise of the rights) occurring is shown to be extremely remote, are not given present effect.

	Example: Harry owns 100% of the applicant and 100% of start-up XYZ Corporation.  Harry has given Liza an option to purchase 51% of his stock if the company’s net worth increases by $18 billion in one year.  XYZ is an affiliate of the applicant.  Liza is not an affiliate of the applicant.  

	(3) An individual, concern or other entity that controls one or more other concerns cannot use options, convertible securities, or agreements to appear to terminate such control before actually doing so.  SBA will not give present effect to individuals', concerns' or other entities' ability to divest all or part of their ownership interest in order to avoid a finding of affiliation.

	Example:  Lila owns 100% of the applicant and 100% of ABC Corporation.  John has an option to buy 51% of Lila’s interest in ABC Corporation.  ABC Corporation would be an affiliate of the applicant even though John holds an unexercised option. ABC Corporation would still be considered an affiliate of the applicant even if John and Lila had an agreement that appeared to terminate John’s option to buy 51% at some later date.

	(c) Affiliation based on common management.  Affiliation exists where the CEO or President of a concern (or other officers, managing members, partners or directors who control the management of the concern) also controls the management of one or more other concerns.  Affiliation also arises where a single person or entity that controls the board of directors of one concern also controls the board of directors or management of one or more other concerns.

	Examples: Mark is the CEO of the applicant and of ABC Corporation.  ABC Corporation is an affiliate of the applicant.

Mark is CEO of the applicant and owns 51% of ABC Corporation.  ABC Corporation is an affiliate of the applicant.
Applicant, through its duly authorized officer, hereby certifies that all information herein is true and complete to the best of its knowledge and belief.  Applicant also certifies that each holder of any ownership interest in the Applicant and any individual identified in ¶ 2(c) above who controls the management of the Applicant has completed the attached Certification.
I understand that if I knowingly make a false statement, I can be fined up to $250,000 and/or imprisoned for not more than five years under 18 USC 1001; if submitted to a Federally insured institution, under 18 USC 1014 by Imprisonment of not more than twenty years and/or a fine of not more than $1,000,000. 

If Applicant is a proprietor, general partner or manger/member of a limited liability company, sign below.

By:   _____________________________________

If Applicant is a Corporation, sign below:
Corporate Name and Seal Date

By:  ______________________________________
Signature of President

Attested by:  ________________________________
Signature of Corporate Secretary
Date:  __________

CERTIFICATION

This certification must be completed by the Applicant as follows:
· For a sole proprietorship, the sole proprietor; 
· for a partnership, all general partners and all limited partners owning 20% or more of the equity of the firm; 
· for a corporation, all owners of 20% or more of the corporation and each officer and director;
· for limited liability companies (LLCs), all members owning 20% or more of the company, and each officer, director, and managing member.

In addition, this certification must be completed by each individual or entity that has an affiliation based upon the criteria in Paragraph (2) of the Applicant Affidavit on Affiliation.  
I, ___________________________, hereby certify to the best of my knowledge that under the criteria for possible affiliation defined above in Paragraph (2) of the Applicant Affidavit on Affiliation:
 I have no affiliations.
OR
 I have the following affiliations:
(List the name of the affiliate and whether the affiliation arises under Paragraph (2)(a), (b) or (c).)
1. ____________________________________________ under paragraph _________.
2. ____________________________________________ under paragraph _________.
3. ___________________________________________    under paragraph _________.
4. ___________________________________________    under paragraph _________.
5. ___________________________________________    under paragraph   ________.
6. ___________________________________________    under paragraph   ________.
7. ____________________________________________ under paragraph   ________.
8. ____________________________________________ under paragraph ________.
(Attach addendum pages as necessary to complete the disclosure)

I also certify that I am making these representations in order to demonstrate that the Applicant is a small business concern and eligible for an SBA loan.  I understand that SBA and the Lender/CDC will make a final determination as to affiliation based upon the totality of the circumstances.  All determinations as to possible affiliation with a franchisor or licensor will be made by the Lender/CDC and SBA and are not a part of this Certification.
I understand that if I knowingly make a false statement, I can be fined up to $250,000 and/or imprisoned for not more than five years under 18 USC 1001; if submitted to a Federally insured institution, under 18 USC 1014 by Imprisonment of not more than twenty years and/or a fine of not more than $1,000,000. 

If an individual, proprietor, general partner or manger/member of a limited liability company, sign and date below.

By:   _____________________________________
	Printed Name:  _____________________________


If Applicant is a Corporation, sign below:

Corporate Name: ______________________________________  

By:  ________________________________________
Signature of President
	Printed Name:  _______________________________
(SEAL)


Attested by:  ________________________________________
Signature of Corporate Secretary
			  Printed Name: __________________________	

Date:  ____________







PLEASE NOTE: You are not required to respond to any collection of information unless it displays a currently valid OMB approval number. The approval number for this Affidavit is 3245-XXXX. The estimated burden for completing this form is XXX hours. Comments on this estimated burden should be sent to US Small Business Administration, Chief, Administrative Information Branch, 409 3rd St., SW, Washington, DC 20416 and Desk Officer for the Small Business Administration, Office of Management and Budget, New Executive Office Building, Room, 10202, Washington, DC 20503.  PLEASE DO NOT SEND FORMS TO OMB.
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