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	TO:
	All SBA Employees
	CONTROL NO.:
	5000-892

	SUBJECT:
	504 Eligible Project Costs, Administrative Costs, and Fees
	EFFECTIVE:
	11-10-2003


SBA Information Notice No. 5000-885 announced that the final rule for the Certified Development Company (CDC) 504 loan program was published on October 7, 2003 and became effective November 6, 2003. 
Since publication of the final rule, SBA has received inquiries as to whether the final rule revisions to the regulations governing eligible project costs, eligible administrative costs, and eligible fees will apply to all 504 loans closed on or after November 6, 2003 or to all 504 loans approved by SBA on or after November 6, 2003.  
Please be advised that all 504 loans approved by SBA on or after November 6, 2003, must be in compliance with the regulations governing eligible project costs, eligible administrative costs, and eligible fees as revised.  The changes to the regulations governing eligible project costs, eligible administrative costs, and eligible fees are the following:
§120.882 Eligible Project costs for 504 loans.
*
*
*
*
*

(c) Professional fees directly attributable and essential to the Project, such as title insurance, opinion of title, architectural and engineering costs, appraisals, environmental studies, and legal fees related to zoning, permits, or platting; and

     *
*
*
*
*

§120.883 Eligible administrative costs for 504 loans.
     *
*
*
*
*


(d) Borrower’s out-of-pocket costs associated with 504 loan and Debenture closing other than legal fees (for example, certifications and the copying costs associated with them, overnight delivery, postage, and messenger services) but not to include fees and costs described in §120.882;


*
*
*
*
*

§120.971  Allowable fees paid by Borrower. 

(a) CDC fees.  The fees a CDC may charge the Borrower in connection with a 504 loan and Debenture are limited to the following:

     *
*
*
*
*



(2) Closing fee.  The CDC may charge a reasonable closing fee sufficient to reimburse it for the expenses of its in-house or outside legal counsel, and other miscellaneous closing costs (CDC Closing Fee).  Some closing costs may be funded out of the Debenture proceeds (see §120.883 for limitations);


*
*
*
*
*

§120.926  Referral fee.

The CDC can receive a reasonable referral fee from the Third Party Lender if the CDC secured the Third Party Lender for the Borrower under a written contract between the CDC and the Third Party Lender.  Both the CDC and the Third Party Lender are prohibited from charging this fee to the Borrower.  If a CDC charges a referral fee, the CDC will be construed as a Referral Agent under part 103 of this chapter.  
Any questions regarding this notice may be referred to Gail Hepler at (202) 205-7530 or you may e-mail her at gail.hepler@sba.gov.
James E. Rivera

Associate Administrator
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