§120.972

the Debenture is issued by SBA. The
portion of the processing fee paid by
the Borrower may be reimbursed from
the Debenture proceeds;

(2) Closing fee. The CDC may charge a
fee to cover an amount sufficient to re-
imburse it for reasonable legal ex-
penses of in-house or outside legal
counsel. The CDC may also charge a fee
to cover reasonable miscellaneous clos-
ing costs. Closing costs, other than
legal fees, may be funded out of the De-
benture proceeds;

(3) Servicing fee. The CDC will charge
a monthly servicing fee of not less than
0.5 percent per annum nor more than 2
percent per annum on the unpaid bal-
ance of the loan as determined at five-
year anniversary intervals. A servicing
fee in excess of 1.5 percent in a Rural
Area and 1 percent everywhere else re-
quires SBA’s prior written approval,
based on evidence of substantial need.
The servicing fee may be paid only
from loan payments received. The fees
may be accrued without interest and
collected from the CSA when the pay-
ments are made;

(4) Late fees. Loan payments received
after the 15th of each month may be
subject to a late payment fee of 5 per-
cent of the late payment or $100,
whichever is greater. These fees will be
collected by the CSA on behalf of the
CDC; and

(5) Assumption fee. Upon SBA’s writ-
ten approval, a CDC may charge an as-
sumption fee not to exceed 1 percent of
the outstanding principal balance of
the loan being assumed.

(b) CSA fees. The CSA may charge an
initiation fee on each loan and a
monthly servicing fee under the terms
of the Master Servicing Agreement.

(c) Other agent fees. Agent fees and
charges necessary to market and serv-
ice Debentures and Certificates may be
assessed to the Borrower or the inves-
tor. The fees must be approved by SBA
and published periodically in the FED-
ERAL REGISTER.

(d) SBA fees. (1) SBA charges a 0.5
percent guarantee fee on the Deben-
ture.

(2) For those loans approved after Oc-
tober 1, 1995, SBA charges a fee of 0.125
per annum on the unpaid principal bal-
ance of the loan as determined at five-
year anniversary intervals.
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(e) Miscellaneous fees. A funding fee
not to exceed 0.25 percent of the Deben-
ture may be charged to cover costs in-
curred by the trustee, fiscal agent,
transfer agent.

§120.972 Oversight and evaluation of
CDCs and ADCs.

SBA may conduct an operational re-
view of a CDC or ADC. The SBA Office
of Inspector General may conduct, su-
pervise or coordinate audits pursuant
to the Inspector General Act. The CDC
or ADC must cooperate and make its
staff, records, and facilities available.

CDC TRANSFER, SUSPENSION AND
REVOCATION

§120.980 Transfer of CDC to ADC sta-
tus.

SBA shall transfer to ADC status any
CDC that fails to meet the activity
level required by SBA, on average over
two consecutive fiscal years. SBA shall
notify the CDC in writing of the action
and of the opportunity for a hearing
pursuant to part 134 of this chapter at
least 10 business days prior to the
transfer. During the pendency of a
hearing, SBA’s action will remain in
effect.

§120.981 Voluntary transfer and sur-
render of CDC certification.

A CDC may not transfer its certifi-
cation or withdraw from the 504 pro-
gram without SBA’s consent. The CDC
must provide a plan to SBA to transfer
its portfolio. The portfolio may only be
transferred with SBA’s written con-
sent. If a CDC desires to withdraw from
the 504 program, it must forfeit its
portfolio to SBA. SBA may conduct an
audit of the transferring or withdraw-
ing CDC.

§120.982 Correcting CDC servicing de-
ficiencies.

SBA may require corrective action,
including the transfer of existing or
pending financings to another CDC in
good standing. SBA must notify the
CDC in writing of any servicing, re-
porting or collection deficiencies and
the corrective actions to be taken. SBA
may instruct the CSA to withhold serv-
ice and late fees and may assess the
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