
Professional Services Contract Guide

Below are the general items that Notice 5000-787 requires from all CDCs for contracts for professional services.  This listing is a guide and intended only for reviewing “Professional Services” contracts.   If there is a conflict between this guide and SBA’s policies and procedures then SBA’s policies and procedures shall prevail.  
1. The contract must not demonstrate that the CDC is a shell for another entity as a result of the contract.  

2. The contract must not diminish the responsibility of the Board of Directors for the operations of the CDC.
3. The contract must state that the CDC’s Board of Directors specifically acknowledges and retain the ultimate responsibility for all loan approvals and loan servicing actions, as noted in 13 CFR §120.823, and that such responsibility must be carried out independently of any control by the Contractor. 

4. The contract must state that no contractor or associate of the contractor may be a voting or non-voting member of the CDC’s Board of Director. 
5. The contract must contain a statement that the contract is for services performed and that payment is for services actually performed.

6. The contract must clearly state what services the contractor will perform. 

7. The compensation must be broken down by individual if more than one person is being compensated under the contract

8. The contract must contain a description of each individual who is providing services under the contract, whether the individuals are specifically named in the contract.

9. The sources of compensation for services must be clearly stated. 

10. The rate of compensation for all parts of the contract except servicing must be stated at an hourly rate.  The servicing portion may be based on a percentage.  The percentage rate must not exceed the amount authorized by the regulations.  [13 CFR §120.971(a)(3)]
11. The CDC must provide the basis for its determination that the fees are customary and reasonable for similar services in the area.  

12. The contract must not have any provision for additional compensation from CDC fee income such as multipliers or bonuses.

13. The contract must include a provision that allows the CDC to terminate the contract with written notice (usually a 30 to 60 day notice) without penalty at anytime prior to the expiration date of the contract.
14. Contract payments for professional services generally should not exceed 65% to 75% of the CDC’s income.
15. The contract can not be open-ended and the term of the contract must be clearly stated.  

16. The contract must specifically state that all compensation paid to the contractor will be paid by the CDC and that the contractor cannot charge the borrower for the same services.  
17. The contract must specifically state that the contractor is prohibited from requiring a 503/504 applicant or borrower to purchase other services from the contractor as a condition of the contractor’s performing CDC staff or management functions.
18. With regard to the Board of Director’s Resolution, which must accompany the contract:
a. The resolution must contain a statement that the contract is in compliance with 13 CFR §120.824, 13 CFR §120.825 and SBA’s policies.

b. The resolution must contain a statement of understanding that the contract is subject to pre-approval and yearly review by SBA.

c.  The resolution must contain a statement of understanding that submission of the contract with the Annual Report is required. 

If you have any questions regarding these issues, please contact your local SBA office.
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