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MARKUP OF: H.R. 7903, “TO AMEND THE
SMALL BUSINESS ACT TO ESTABLISH THE
COMMUNITY ADVANTAGE LOAN PROGRAM”
H.R. 8211, “504 MODERNIZATION AND SMALL
MANUFACTURER ENHANCEMENT ACT OF
2020” H.R. 8199, “504 CREDIT RISK MANAGE-
MENT IMPROVEMENT ACT OF 2020” H.R.
8229, “PARITY FOR HUBZONE APPEALS ACT
OF 2020”

WEDNESDAY, SEPTEMBER 16, 2020

HOUSE OF REPRESENTATIVES,
COMMITTEE ON SMALL BUSINESS,
Washington, DC.

The Committee met, pursuant to call, at 10:32 a.m., in Room
2175, Rayburn House Office Building. Hon. Nydia Velazquez
[chairwoman of the Committee] presiding.

Present: Representatives Velazquez, Finkenauer, Golden, Kim,
Crow, Davids, Chu, Mfume, Evans, Schneider, Espaillat, Delgado,
Houlahan, Craig, Chabot, Radewagen, Balderson, Hern, Hagedorn,
Stauber, Burchett, Spano, Joyce, and Bishop.

Chairwoman VELAZQUEZ. Good morning. With a quorum being
present, I call this morning’s meeting of the Committee on Small
Business to order.

Without objection, the Chair is authorized to declare a recess at
any time.

I would like to begin by noting some important requirements.
During the covered period as designated by the speaker, the Com-
mittee will operate in accordance with H.R. 965 and the subse-
quent guidance from the Rules Committee in a manner that re-
spects the rights of all members to participate. Standing House and
Committee rules and practice will continue to apply during hybrid
proceedings as well.

House regulations require members to be visible through a video
connection throughout the proceeding. Due to the nature of a mark-
up, it is extremely important that members follow this rule to en-
sure a quorum can be established and that members’ votes can be
recorded by the clerk.

As a reminder, members can participate in only one proceeding
at a time, so if you have another Committee proceeding or meeting,
please sign off and rejoin later.
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If a member wishes to offer an amendment that has not been
pre-filed, we will take a brief recess to allow for its uploading,
printing, and distribution, then resume.

We may also recess briefly to address technical issues in the
event a member cannot be recognized to speak or offer an amend-
ment.

Finally, for those members physically present in the Committee
room today, we will also be following the health and safety guid-
ance issued by the attending physician that includes social
distancing and especially the use of masks. I urge members and
staff to wear a mask at all times while in the hearing room, and
%‘ thalrllk you in advance for your commitment to a safe environment
or all.

Welcome to our first hybrid markup. Today, we will be consid-
ering four bipartisan bills. Three of them make important changes
to the lending programs to make it easier for small businesses to
access capital. Another will provide much needed uniformity for the
HUBZone appeals process for protest determinations.

I would like to begin by taking a moment to thank the Ranking
Member and all the members of the Small Business Committee for
their commitment to small firms during this particularly tough
year. The coronavirus pandemic has threatened the very existence
of millions of small businesses all across the country. Members of
this Committee were front and center working tirelessly to help
small businesses survive. I commend each and every one of you for
your leadership during these unprecedented times.

For the past 6 months, our Committee has worked around the
clock to make sure the emergency relief reaches struggling small
businesses. While we continue to press for more aid for those that
are bearing the brunt of this pandemic, we must also focus on
SBA’s core programs and responsibilities. Today’s markup is a con-
tinuation of our work to improve day-to-day operations of the agen-
cy.
Prior to the coronavirus, the Committee held numerous hearings
and roundtables to learn what is working and what needs to be im-
proved at SBA. The bills we are considering today are a product
of that work and a testament to our ability to work together day
in and day out on behalf of small businesses. Following in the long-
standing tradition of the Committee, all of the bills are bipartisan.
I am proud of the work of our Committee and am especially grate-
ful to have Ranking Member Chabot as a pioneer in this process.

With that said, let’s turn to the bills under consideration.

H.R. 7903, to establish the Community Advantage Loan Pro-
gram, introduced by Ms. Chu and cosponsored by Mr. Spano.

H.R. 8211, the “504 Modernization and Small Manufacturer En-
hancement Act of 2020,” introduced by Ms. Craig and cosponsored
by Mr. Chabot.

H.R. 8199, the “504 Credit Risk Management Improvement Act,”
introduced by Mr. Bishop and cosponsored by Ms. Craig.

H.R. 8229, the “Parity for HUBZone Appeals Act of 2020,” intro-
duced by Ms. Radewagen and cosponsored by Ms. Houlahan.

I strongly support each of the four bills to be marked up today.

I would now like to recognize our Ranking Member, Mr. Chabot,
for his opening remarks.



3

Mr. CHABOT. Thank you, Madam Chairwoman. And thank you
for holding today’s markup.

As always, I appreciate your willingness to work with me and
with our staff in such a bipartisan manner. All four of these bills
are led by members of both parties, which is now the norm in this
Committee. We find common ground, and that makes our Com-
mittee so successful. Thank you for that.

I will be brief in my opening as we will discuss each bill as it
is called up.

Our Committee continues to be of critical importance to this Con-
gress, and most importantly to our country, especially in these
challenging COVID times. Over the past 6 months, our Committee
has been working nonstop on emergency measures to help our na-
tion’s small businesses to literally survive. As we move forward to-
wards recovery, it is more important than ever that the SBA’s core
programs are operating at an optimum level.

Each of the bills before us today improves some aspect of the
SBA programs that small businesses across the country utilize to
help speed up this country’s recovery. I support each of these meas-
ures, and I want to thank all of our members, both Republican and
Democrat alike for their hard work on these bills. Again, I com-
plement you on your bipartisan operation of this Committee, as we
had done when I was Chair, and we have worked together for
many years now. I think it really works for us and this Committee,
and most importantly, for the country.

I thank you, and I yield back.

Chairwoman VELAZQUEZ. Thank you, Mr. Chabot. The gen-
tleman yields back.

Before we get into the individual bills, are there any members
present who seek recognition for the purpose of making an opening
statement?

Seeing none, we will move to consideration of H.R. 7903, to es-
tablish the Community Advantage Loan Program, introduced by
Ms. Chu and cosponsored by Mr. Spano.

H.R. 7903

The bill codifies the Community Advantage Program known as
“CA,” which has been on a pilot status since it was initiated by
SBA in 2011.

I would like to now recognize the gentlewoman from California,
Ms. Chu, the sponsor of the bill for an opening statement.

Ms. CHU. Thank you, Madam Chairwoman. And thank you to
my colleague, Mr. Spano, for his partnership on this important leg-
islation.

The Community Advantage Program was established as a pilot
at SBA nearly 10 years ago with the goal of meeting the credit,
management, and technical assistance needs of small businesses in
underserved markets. The program provides mission granted lend-
ers with access to SBA 7(a) loan guarantees to deliver financing to
the disadvantaged small businesses that too often lack adequate
access to capital that their businesses need to thrive. This is a
proven success that reaches significantly more women and minor-
ity-owned businesses than the traditional 7(a) program. That is
why I introduced this legislation to elevate the Community Advan-
tage Program from a pilot to one of SBA’s core lending programs.
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I want to thank my colleagues on this Committee for their sup-
port and bipartisan input to make this bill stronger by increasing
targeting of underserved businesses and ensuring that small busi-
nesses in disaster areas can qualify for the program.

This is so important, especially as wildfires rage through Cali-
fornia, including in my very own district. We are facing a long and
challenging recovery once we defeat the coronavirus, and Commu-
nity Advantage can play a bit part in ensuring that no small busi-
nesses are left behind.

Thank you, and I yield back.

Chairwoman VELAZQUEZ. The gentlewoman yields back.

I would like now to recognize the gentleman from Florida, Mr.
Spano, the cosponsor of the bill for an opening statement.

Mr. SPANO. Thank you, Madam Chairwoman and Ranking
Member Chabot for convening the markup today.

I am excited to discuss several important bills and programs that
will continue to assist small businesses from coast to coast.

As a former small business owner myself, one of my main moti-
vations for getting involved in politics was to fight for small busi-
nesses, and I am honored to do that today.

I would also like to thank Representative Judy Chu for working
with me on details to improve the Community Advantage Loan
Program.

The program, which was launched by the SBA a decade ago,
aims to assist small businesses in historically underserved areas.
Through a combination of financial assistance and technical assist-
ance, this program has proven to be a gamechanger for many small
businesses.

In my home state of Florida, there are over 2.5 million small
businesses. However, a remaining challenge for small businesses is
access to capital. Representative Chu and I heard about this during
our Subcommittee on Investigations, Oversight, and Regulations
hearing back in May of 2019 when we discussed the Community
Advantage Loan Program. This program, which provides low inter-
est loans to small businesses, was created by the SBA and con-
tinues today as a pilot program.

H.R. 7903, which I am a proud cosponsor of, brings consistency
and assurances to program participants as it reauthorizes the pro-
gram for 5 more years. H.R. 7903 codifies and strengthens the pro-
gram to better serve businesses. Legislation outlines the mission-
oriented program by defining loan terms and requirements that a
certain amount of loans must be made to small businesses in un-
derserved areas. Additionally, H.R. 7903 outlines important weekly
and annual reporting requirements for the SBA. These reports will
be instrumental as Congress measures the efficiency and the effec-
tiveness of this program moving forward. Now more than ever it
is time to support our small businesses. PPP and the EIDL have
helped small businesses keep their doors open and have saved nu-
merous jobs. H.R. 7903 is another way we can assist these small
businesses in need. My hope is that this bill is a step in the right
direction for small businesses that continue to face challenges find-
ing access to capital as our nation continues to recover.

I urge my colleagues to support this bill, and I yield back.

Chairwoman VELAZQUEZ. The gentleman yields back.
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Now I recognize the Ranking Member for his statement.

Mr. CHABOT. Thank you, Madam Chair. I will be brief.

As the country continues to deal with COVID-19, the SBA’s exist-
ing toolbox of programs provide capital assistance and resources to
America’s main street small businesses. One of the existing govern-
ment-guarantee lending programs that aims to assist small busi-
nesses in underserved areas across the country is the Community
Advantage Loan Program. It was originally created by the SBA
without congressional involvement and thus, currently operates as
a pilot program that lacks oversight benchmarks and comprehen-
sive reporting requirements.

I would like to thank Representative Judy Chu and Representa-
tive Ross Spano for working hard and in a thorough manner to au-
thorize the Community Advantage Loan Program for 5 years. H.R.
7903 not only delivers certainty, but it comprehensively outlines
the intent of the program. It defines the rules of the program for
lenders and businesses and requires strong reporting requirements
to ensure Congress can prudently measure the program.

H.R. 7903 will ensure this program meets the needs of America’s
small businesses while informing Congress of the program’s per-
formance. Now more than ever, the nation’s smallest firms need fi-
nancial assistance and technical assistance. This program delivers
both. I commend Representative Chu and Representative Spano for
putting forth this legislation, and I want to especially thank Rep-
resentative Spano for his service on this Committee and this Con-
gress. He has very aggressively, very well served as the Ranking
Member of the Investigations, Oversight, and Regulations Sub-
committee. He has done a tremendous job doing that, and we ap-
preciate his service and the things that you have accomplished
here will benefit small businesses for quite some time. Thank you
for doing it in a bipartisan manner as you and Representative Chu
have done while you have worked on this Committee.

I urge my colleagues to support this legislation, and I yield back.

Chairwoman VELAZQUEZ. Thank you. The gentleman yields
back.

Are there any other members who wish to be recognized for a
statement on H.R. 79037

Mr. MFUME. Madam Chair?

Chairwoman VELAZQUEZ. Who seeks recognition?

Mr. MFUME. Mr. Mfume.

Chairwoman VELAZQUEZ. Mr. Mfume is recognized.

Mr. MFUME. Thank you very much, Madam Chair.

My congratulations to both Ms. Chu and Mr. Spano.

I have a quick question just for clarification.

The bill establishes, I understand, a working group that will ad-
vise the SBA well into the future, and I am just trying to get clar-
ity on the criteria for the working group. I do not know if I missed
that or not, but if either of the sponsors could expand on that, that
would be great. ,

Chairwoman VELAZQUEZ. Yes. I would ask the counsel to ex-
plain.

Mr. PELLETIER. Can you describe exactly what you are asking
about the scope of the working group?
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Mr. MFUME. I am trying to figure out what is the criteria to be
a part of or to be included in this working since it is going to be
advising the SBA going forward. It is not to second guess them. I
am just trying to get a sense of how it is to be established.

Mr. PELLETIER. Sure. There are two criteria. Two groups of
folks that can be included. One is geographically diverse represen-
tation of members from among covered institutions participating in
the program. Those are the CA lenders and representatives from
the Office of Capital Access at SBA, the Office of Credit Risk Man-
agement at SBA, and the Office of Economic Opportunity at SBA.

Mr. MFUME. Is there a term to each one of these persons’ serv-
ice on that group?

Mr. PELLETIER. The legislation is silent as to the length of
service.

Mr. MFUME. I beg your pardon?

Mr. PELLETIER. The legislation is silent as to the length of
service.

Mr. MFUME. Okay. Is there a rotation? That is the other point
that I was trying to ask about. Are people rotated on and off peri-
odically, including the fact that they have a length of service? Are
the terms staggered? I am just trying to get a sense. That is all.

Mr. PELLETIER. That is usually taken care of by the working
group themselves. This legislation is silent as to that point exactly.

Mr. MFUME. Okay. All right then. Thank you very much. Thank
you, Madam Chair.

Chairwoman VELAZQUEZ. Thank you, Mr. Mfume. The gen-
tleman yields back.

I now recognize myself.

Many entrepreneurs, especially those from traditionally
undeserved communities, have struggled to access affordable cap-
ital on reasonable terms. The most recent example of this comes
from the Paycheck Protection Program (PPP), where just 12 per-
cent of Black and Latino business owners who apply for PPP loans
reported receiving the amount they asked for. To fill this gap, a na-
tionwide network of nonprofit mission lenders has stepped up to
help these businesses who have been left behind by traditional
lenders. These lenders include SBA certified development compa-
nies, microlenders, and CDFIs, all of whom are empowered to fur-
ther strengthen their communities using this program. So far, the
CA program has been incredibly successful in meeting its goal of
channeling critically needed capital to underserved markets. Ac-
cording to SBA, this program reaches significantly more women
and minorities than the traditional 7(a) loan program. I have been
critical of the 7(a) program because the portfolio basically shows
that they are making the bigger loans, but loans less than $150,000
are the loans that are applied for by minority businesses and fe-
male business owners. There is this gap that exists under the 7(a).
The 504 is filling that gap and it is clear that in the near decade
since its inception, the CA program has matured into a program
that deserves statutory recognition and status. That is why I am
proud to support today’s bill to codify the CA program under the
Small Business Act.

I want to thank Ms. Chu and Mr. Spano for their leadership on
this issue. I encourage all of my colleagues to vote yes.
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If there is no further discussion, the Committee will move to con-
sideration of H.R. 7903.

The clerk will report the title of the bill.

The CLERK. H.R. 7903, to establish the Community Advantage
Loan Program. 3

Chairwoman VELAZQUEZ. Without objection——

Mr. SPANO. Madam Chair?

Chairwoman VELAZQUEZ. H.R. 79—

Mr. SPANO. Madam Chair, I have not amended it.

Chairwoman VELAZQUEZ. Yes. I will go through that.

Without objection, H.R. 7903 is considered as read and open for
amendment at any point.

Are there any members who wish to offer an amendment?

Mr. SPANO. Madam Chair, I have an amendment at the desk
and apologize for jumping the gun.

Chairwoman VELAZQUEZ. The clerk will report the amend-
ment.

The CLERK. Amendment to H.R. 7903

Chairwoman VELAZQUEZ. Without objection, the amendment is
considered as read.

The gentleman is recognized for 5 minutes.

Mr. SPANO. Thank you, Madam Chairwoman.

Florida is home to more than 2.5 million small businesses and
3.5 million small business employees. In my district alone there are
12,000 small businesses and over 100,000 small business employ-
ees. For years, I, too, ran my own small business. I know firsthand
the challenges that small business owners face and the grit and de-
termination necessary to overcome them.

One of the unfortunate challenges that many Florida businesses
combat are the unforeseen impacts of hurricanes, and other weath-
er-related disasters. Today, the Gulf Coast region is actually suf-
fering the impact of Hurricane Sally as it moves ashore, and our
prayers are certainly with them today. Natural disasters leave de-
struction in their wake, including the dreams of small business
owners. That is why I am offering the amendment to bring a bit
of certainty to small businesses that find themselves in the middle
of uncertain circumstances recovering from a disaster. My amend-
ment will include designated disaster areas as an underserved area
as it relates to the Community Advantage Loan Program. This
classification would stand throughout the disaster designation and
for a period of 2 years afterward supporting small businesses
throughout the recovery process.

Additionally, the amendment contains a provision that would
help Congress better understand the role of a small business’s cred-
it score within the Community Advantage Loan Program. In March
of this year, the SBA’s Office of Inspector General released a report
outlining a number of issues within the program, including the role
of a small business’s credit score. My amendment, which requires
the SBA to report on the performance of loans based on credit score
ranges provides a clear metric for Congress to use in evaluation of
the program.

I appreciate the opportunity to offer these two provisions in the
amendment that would strengthen and improve the Community
Advantage Loan Program, and I yield back.
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Chairwoman VELAZQUEZ. Are there any other members who
wish to be recognized for a statement on the amendment?

Mr. CHABOT. Madam Chair?

Chairwoman VELAZQUEZ. Ranking Member Mr. Chabot.

Mr. CHABOT. Thank you. Move to strike the last word.

I want to thank the gentleman from Florida, Mr. Spano, for offer-
ing this amendment that will strengthen the underlying bill. The
amendment contains two important provisions.

First, it makes sure that small businesses that are impacted by
a natural disaster have a place within this program as they recover
and rebuild.

Second, it follows through on the SBA Inspector General Report
by examining the credit scores of small businesses operating within
the program. These changes will enhance the Community Advan-
tage Loan Program and provide Congress with a clear view of the
program’s performance. I know Representative Spano has worked
diligently on this program, including meeting with me to specifi-
cally discuss next steps. I would like to thank him for his hard
work which will benefit people all over the country but especially
in areas which are subject to natural disasters as parts of Florida
are.

I urge my colleagues to support this amendment, and I yield
back the balance of my time.

Chairwoman VELAZQUEZ. The gentleman yields back.

Are there any other members who wish to be recognized for a
statement on the amendment?

Let me recognize myself briefly.

I really appreciate Mr. Spano for offering this important amend-
ment which will strengthen this program, reaching into commu-
nities impacted by natural disasters. With the rise in number and
strength of natural disasters all across the country, it is important
that this Committee improves SBA capital access offerings. I sup-
port the amendment, and I encourage all my colleagues to support
it as well.

The question is now on Amendment 1 offered by the gentleman
from Florida, Mr. Spano.

All those in favor say aye.

Those opposed say no.

In the opinion of the Chair the ayes have it and the amendment
is agreed to.

Are there any other members who wish to be recognized for the
purposes of offering an amendment?

Mr. CROW. Madam Chair, I have an amendment.

Chairwoman VELAZQUEZ. The gentleman, Mr. Crow, has an
amendment at the desk.

The clerk will report the amendment.

The CLERK. Amendment to H.R. 7903 offered by Mr. Crow.

Chairwoman VELAZQUEZ. Without objection, the amendment is
considered as read.

I recognize the gentleman from Colorado, Mr. Crow, for 5 min-
utes.

Mr. CROW. Madam Chair, thank you for the opportunity to
speak on H.R. 7903.



9

Before COVID-19, 83 percent of all entrepreneurs did not have
access to bank loans or venture capital, including SBA loans. Al-
most 65 percent of entrepreneurs relied on personal and family
savings for startup capital. Additionally, although the number of
women and minority-owned businesses is growing, they are less
likely to start their own business due to lack of access to capital,
entrepreneurial training, and networks, the basics of starting a
successful enterprise. Entrepreneurs, particularly those in tradi-
tionally underserved communities, need upfront support to take the
risk of starting a business.

The ongoing pandemic has made these disparities even larger.
The economic hardship brought on by the pandemic continues to
exacerbate previously distressed economies, so creating opportuni-
ties for business growth in a post-COVID-19 economy will be crit-
ical to revitalize the impacted areas. That is why the underlying
bill is so important. It provides an avenue for mission-based lend-
ers who tend to have more relationships and trust in underserved
areas to reach more businesses that are not traditionally eligible
for 7(a) loans.

H.R. 7903 offered by my friend and colleague, Representative
Chu of California, includes a stipulation that lenders operating
under the Community Advantage Program must ensure that at
minimum 60 percent of their loans go to small businesses in tradi-
tionally undeserved markets. These are defined as “low- to mod-
erate-income community, HUBZone, enterprise community, oppor-
tunity zone, or rural areas.”

My amendment would increase the 60 percent stipulation to 75
percent, which would ensure that lenders under the Community
Advantage Loan Program focus their outreach more closely on un-
derserved small businesses.

Small businesses in underserved communities are hurting, and I
believe that this bill with my amendment will resonate with mis-
sion-based lenders and make their objective all the more clear.

I urge my colleagues to support my amendment, and I thank the
Chairwoman for the opportunity to speak on its behalf. I yield
back. .

Chairwoman VELAZQUEZ. The gentleman yields back.

Are there any other members who wish to be recognized on Mr.
Crow’s amendment?

Mr. CHABOT. Madam Chair?

Chairwoman VELAZQUEZ. Ranking Member Chabot.

Mr. CHABOT. Thank you, Madam Chair.

I want to thank Representative Crow for this amendment and
his efforts to improve the Community Advantage Loan Program.
This amendment focuses this program even more on underserved
small businesses. That is a worthy effort. I support it. I support
this amendment and ] yield back.

Chairwoman VELAZQUEZ. Thank you. The gentleman yields
back. Thank you so much, Mr. Chabot.

Again, I will ask all the members to support this important
amendment. It is going to make a large difference for those minor-
ity businesses in underserved communities that are struggling
right now, and I am happy to support it.
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The question is now on Amendment 2 offered by the gentleman
from Colorado, Mr. Crow.

All those in favor say aye.

All those opposed say no.

I am sorry; all those that support the amendment say aye.

All those opposed say no.

In the opinion of the Chair, the ayes have it and the amendment
is agreed to.

Are there any other members who wish to be recognized for the
purpose of offering an amendment?

Seeing none, the question is now on H.R. 7903 as amended.

All those in favor say aye.

All those opposed say no.

In the opinion of the Chair the ayes have it and H.R. 7903 as
amended is agreed to.

The question now occurs on reporting H.R. 7903 as amended to
the House.

All those in favor say aye.

All those opposed say no.

In the opinion of the Chair the ayes have it.

H.R. 7903 as amended is reported to the House.

Without objection, Committee staff is authorized to correct punc-
tuation, make other necessary technical corrections and conforming
changes.

Without objection members have 2 business days to file addi-
tional supplemental, dissenting, and minority views.

H.R. 8211

Our second bill today is H.R. 8211, the “504 Modernization and
Small Manufacturer Enhancement Act of 2020,” introduced by Ms.
Craig and cosponsored by Ranking Member Chabot. This bill will
help manufacturing firms access the affordable long-term capital
they need to sustain and expand operations and create jobs.

I will now recognize the gentlewoman from Minnesota, Ms.
Craig, for an opening statement on H.R. 8211.

Ms. CRAIG. Thank you so much, Madam Chairwoman, for yield-
ing.

I am proud to lead H.R. 8211, the “5604 Modernization and Small
Manufacturer Enhancement Act of 2020,” and I would like to thank
Ranking Member Chabot, the original cosponsor, for his work on
the bill.

The 504 Loan Program backs long-term loans up to $5.5 million
to support investment in major fixed assets such as land, buildings,
heavy equipment, and machinery. The program is delivered by
local, certified development companies (CDCs), which are private,
nonprofit corporations established to promote economic develop-
ment within their communities. The program promotes economic
development, job creation and retention, and expansion of small
businesses throughout a three-part partnership.

In December of 2019, the Subcommittee on Investigations, Over-
sight, and Regulations heard from CDC leaders about their experi-
ences with the program and improvements needed. Some of the
issues mentioned were the lengthy and complex loan closing proc-
ess, which has caused third-party lenders to walk away from poten-
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tial deals and the occupancy rules governing the program hindering
the financing of projects for multi-story buildings.

H.R. 8211 would make various improvements to the 504 pro-
gram, making it more accessible to small businesses and ultimately
drive economic development and growth. More specifically, the bill
would increase the maximum loan amount to $6.5 million, require
SBA district offices to partner with SBA resource partners to pro-
vide entrepreneurial development assistance, decrease project costs
for small manufacturers, and increase the job creation retention re-
quirements streamlining numerous administrative processes and
would create an express loan program for loans less than $500,000.

In a time of economic process and unemployment, I believe we
need to continue to invest in our small businesses, specifically
small manufacturers, to promote economic development and the
creation and retention of jobs.

Small businesses are the heart of this economy, and with these
improvements, more small businesses will be able to grow and ulti-
mately contribute to the economic landscape of not only their com-
munities but of this country.

I urge my colleagues to support H.R. 8211, and Madam Chair-
woman, I yield back.,

Chairwoman VELAZQUEZ. The gentlewoman yields back.

Now I recognize the cosponsor of the bill, Mr. Chabot for an
opening statement.

Mr. CHABOT. Thank you, Madam Chair.

Many of the SBA’s government guarantee loan programs have a
strong track record of producing results. Included near the top of
this list is the 504 CDC Loan Program. Year in and year out, the
program helps to transform small businesses and their neighbor-
hoods where they operate. This legislation, which I have cospon-
sored along with my democratic colleague, Ms. Craig—and I want
to thank her for her leadership and hard work on this—will further
enhance and modernize the program in order to assist and serve
small businesses across the Nation. Specifically, the bill expands
the public policy goals that will qualify a small business with a 504
Loan Program. The legislation also puts a focus on small manufac-
turers, as Ms. Craig indicated, by increasing their loan amount and
increasing assistance available to them. Additionally, H.R. 8211
streamlines the 504 Loan Program, the closing process, an creates
an express program for loans below a half million dollars. These
changes will enhance and improve the programs for many small
businesses.

I want to thank again Representative Craig for working with me
on these provisions. I fully support this legislation and urge my col-
leagues to do so as well.

I yield back. i

Chairwoman VELAZQUEZ. Mr. Chabot yields back.

Are there any other members who wish to be recognized for a
statement on H.R. 82117

Seeing none, I would like to recognize myself. I just want to take
this opportunity to thank Ms. Craig and Mr. Chabot for their lead-
ership on this important effort to enhance the ability of small man-
ufacturers to access long-term growth capital through this bill.
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By streamlining the 504 loan closing process, the bill makes pro-
gram compliance easier for CDCs, borrowers, and especially the
third-party lenders who are essential to the 504 loan structure. We
know that closing delays have caused loans to flow through and
businesses to lose out on affordable financing. To that end, Ms.
Craig has put forth a strong proposal to address these issues.

I want to thank my colleagues on this Committee for their con-
tinued support of SBA’s 504 Loan Program, and I encourage all my
colleagues to support the bill.

If there is no further discussion, the Committee will move on to
consideration of H.R. 8211.

The clerk will report the title of the bill.

The CLERK. H.R. 8211, the 504 Modernization——

Chairwoman VELAZQUEZ. Without objection, H.R. 8211 is con-
sidered as read and open for amendment at any point.

Does anyone wish to offer an amendment?

Ms. CHU. Madam Chair?

Chairwoman VELAZQUEZ. Who seeks recognition?

The lady from California, Ms. Chu, is recognized.

Ms. CHU. Yes. Thank you, Chairwoman.

I urge my colleagues to support my amendment to H.R. 8211, the
“504 Modernization Act.”

Chairwoman VELAZQUEZ. I am sorry, Ms. Chu, can you state
for what purpose are you asking recognition?

Ms. CHU. Yes. I am submitting an amendment to H.R. 8211.

Chairwoman VELAZQUEZ. The clerk will report the amend-
ment.

The CLERK. Amendment to H.R. 8211 offered by Ms. Chu of
California. 3

Chairwoman VELAZQUEZ. Without objection, the amendment is
considered as read.

The gentlewoman is recognized for 5 minutes.

Ms. CHU. Thank you, Chairwoman.

I urge my colleagues to support my amendment to H.R. 8211, the
“504 Modernization and Small Manufacturer Enhancement Act of
2020.”

This amendment will make 504 financing available to more small
businesses by offering an alternate job retention goal and will per-
manently authorize and expand the 504 refinancing program. This
builds upon my previous legislation, the CREED Act, which in 2015
revived the refinancing program under 504, allowing more small
businesses to lower costs under existing real estate and fixed asset
tax. In December 2019, I chaired a hearing on the 504 program in
the Subcommittee on Investigations, Oversight, and Regulations. I
commend my colleagues for introducing this bill to address many
of the concerns that small business owners raised during that hear-
ing.
I look forward to supporting this underlying bill and urge sup-
port for my amendment.

Chairwoman VELAZQUEZ. The gentlelady yields back.

Are there any other members who wish to be recognized for a
statement on the amendment?

Mr. Chabot?

Mr. CHABOT. Thank you, Madam Chair. I will be brief.
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I want to thank Representative Chu for working to make adjust-
ments and improvements in this program. The program has made
a real difference in communities and the changes that we are en-
tertaining today, including Ms. Chu’s amendment, will further add
to the program’s mission.

I support the amendment, and I yield back.

Chairwoman VELAZQUEZ. The gentleman yields back.

Are there any other members who wish to be recognized on this
amendment?

Okay. Seeing none, I recognize myself briefly.

I thank the gentlelady from California for offering this amend-
ment, and I appreciate her commitment to affordable loan refi-
nancing.

In a world where small business loans are growing more and
more predatory, Congress should be finding ways to enhance the
ability of small businesses to refinance debt on reasonable terms
through the 504 program. Ms. Chu’s amendment is a step in that
direction, and I am happy to support her amendment.

The question is now on Amendment 1 offered by the gentlelady
from California, Ms. Chu.

All those in favor say aye.

Those opposed, no.

In the opinion of the Chair, the ayes have it and the amendment
is agreed to.

Are there any other members who wish to be recognized for the
purposes of offering an amendment?

I believe the gentleman from Ohio is seeking recognition.

Mr. CHABOT. Thank you. Yes, thank you.

I want to briefly thank the Chairwoman for her efforts with this
markup, this bill, and also this amendment. Once again

Chairwoman VELAZQUEZ. You are seeking recognition. You
have an amendment.

The clerk will report the amendment.

The CLERK. Amendment to H.R. 8211 offered by Mr.
Chabot 3

Chairwoman VELAZQUEZ. Without objection, the amendment is
considered as read.

The Ranking Member is recognized for 5 minutes.

Mr. CHABOT. Thank you, Madam Chair. I was thanking you for
your amendment and working on something else here. We appre-
ciate the cooperation.

This amendment is straightforward. It increases the flexibility of
small businesses to operate within the 504 CDC Loan Program.

If a small business cannot meet the job retention or job creation
requirements within the 504 program, they are still eligible for the
program if they meet a public policy goal. This amendment ex-
pands the list of public policy goals to also include expanding a
small business that has 10 employees or fewer. These small busi-
nesses are often in need of the most support, both when it comes
to resources and financial assistance.

I introduced a bill this past summer that focuses on small busi-
nesses with 10 employees or less in the context of COVID-19. This
amendment is similar and will assist the smallest of small busi-
nesses that hope to utilize the 504 CDC Loan Program. These
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small businesses are truly the “mom and pop” shops down on main
street. They support millions of jobs and transform neighborhoods.
Now is the time to ensure that they have as much assistance as
possible.

I urge my colleagyes to support the amendment and yield back.

Chairwoman VELAZQUEZ. The gentleman yields back.

Are there any other members who wish to be recognized on the
amendment?

Seeing none, I will recognize myself in support of the gentleman’s
amendment.

I really appreciate the Ranking Member’s commitment to small
businesses. Especially at this moment through this pandemic,
COVID-19, we have learned how those smaller of the small busi-
nesses have been left behind when it comes to access to PPP and
even EIDL, the Economic Injury Disaster Loan, and this is why
this amendment is so important.

Mr. Chabot’s amendment is a common-sense proposal that will
improve the bill under consideration and strengthen the 504 pro-
gram’s ability to reach America’s microbusinesses.

I encourage all my colleagues to vote yes.

The question is now on Amendment 2 offered by the Ranking
Member, Mr. Chabot.

All those in favor say aye.

Those opposed, no.

In the opinion of the Chair, the ayes have it and the amendment
is agreed to.

I would like to recognize myself for the purpose of offering an
amendment.

I have an amendment at the desk, and the clerk, please report
the amendment.

The CLERK. Amendment to H.R. 8211 offered by Chair
Velazquez. 3

Chairwoman VELAZQUEZ. Without objection, the amendment is
considered as read.

I recognize myself for 5 minutes.

This amendment seeks to expand the pool of buildings that may
be purchased by small business owners with a 504 loan. Current
occupancy requirements for financing projects to purchase an exist-
ing building requires business owners to occupy 51 percent of the
building and allows them to lease out up to 49 percent. This has
created challenges for CDCs in trying to qualify a two-story build-
ing for 504 financing. Industry stakeholders have advocated that a
change to 50-50 will greatly simplify the process for purchasing
two-story buildings. Although a change to 50-50 would ease the
process for purchasing two-story buildings with a 504 loan, multi-
story buildings would still be ineligible for 504 financing.

In my district in Brooklyn, the majority of buildings are not two
stories. They tend to be four and five-story walkups, typically with
a small business occupying the first floor. Under current rules, that
small business owner will be required to occupy multiple stories of
the buildings if they thought to purchase it with a 504 loan. For
many small firms that is simply unobtainable, making the 504 pro-
gram obsolete for them.
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Earlier in the Congress, our Committee held a hearing on the
504 program, and we heard from a CDC in the Boston area who
said that in the 30 years of being in business, they have only done
53 loans in the city of Boston. That is because so few buildings
there and in densely populated cities across the country cannot
meet SBA’s occupancy requirements. This is a clear gap in the cov-
erage of the 504 program, and this amendment helps fill it.

The bottom line here is that we should be making it easier, not
harder, for small businesses to access affordably priced capital on
reasonable terms. That is the entire point of the SBA loan pro-
grams.

I believe this amendment accomplishes exactly that for small
business owners seeking to expand by purchasing the building they
currently occupy regardless of whether they are in an urban or
rural area.

I urge members to support my amendment.

At this point, are there any other members who wish to be recog-
nized for a statement on the amendment?

Mr. CHABOT. Madam Chair?

Chairwoman VELAZQUEZ. I recognize the Ranking Member.

Mr. CHABOT. Thank you, Madam Chair. I will be brief.

I want to thank the Chairwoman for offering this amendment
which improves the bill. This and the other changes that we are
making will assist numerous small businesses, both in her district,
my district, and districts all over the country to have a better
chance of surviving, operating well, thriving, and creating more
jobs.

Thank you for the amendment. I intend to support it. I would
urge my colleagues to support it and I yield back.

b Cllilairwoman VELAZQUEZ. Thank you. The gentleman yields
ack.

The question is now on Amendment 3 offered by myself.

All those in favor say aye.

Those opposed, no.

In the opinion of the Chair, the ayes have it and the amendment
is agreed to.

Are there any other members who wish to be recognized for the
purpose of offering an amendment?

Seeing none, the question is now on H.R. 8211 as amended.

All those in favor say aye.

All those opposed say no.

In the opinion of the Chair, the ayes have it and H.R. 8211 as
amended is agreed to.

The question now occurs on reporting H.R. 8211 as amended to
the House.

All those in favor say aye.

All those opposed say no.

In the opinion of the Chair, the ayes have it.

H.R. 8211, as amended, is reported to the House.

Without objection, Committee staff is authorized to correct punc-
tuation, make other necessary technical corrections and conforming
changes.

Without objection, members have 2 business days to file addi-
tional supplemental, dissenting, and minority views.
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H.R. 8199

The next bill under consideration today is H.R. 8199, the “504
Credit Risk Management Improvement Act” introduced by Mr.
Bishop and cosponsored by Ms. Craig. The bill clarifies the over-
sight rule of SBA’s Office of Credit Risk Management with respect
to the CDCs who deliver the 504 Loan Program.

I would now like to recognize Mr. Bishop, the sponsor of the bill,
for an opening statement.

Mr. BISHOP. Thank you, Madam Chairwoman, and Ranking
Member Chabot for holding this critical markup. Thank you also
for the opportunity to lead the “504 Credit Risk Management Im-
provement Act of 2020” in cooperation with Representative Craig
and to address it in this hearing.

As our nation grapples with COVID-19, it is important for Con-
gress and this Committee to consider policy proposals that bolster
the tools available to small businesses. With approximately $5 bil-
lion on lending in fiscal year 2019, the SBA’s 504 CDC Loan Pro-
gram is a very important economic development program in oper-
ation and a crucial tool for small business.

The program with its job creation and job retention requirements
has been transformative for neighborhoods and communities from
North Carolina to Ohio to Texas. With a focus on long-term and
fixed-rate financing, it is often a lending tool that is suited for
growing and expanding small businesses that do not fit traditional
and conventional funding models.

In the 9th Congressional District of North Carolina, the district
I represent, we have over 13,000 small businesses. This represents
over 100,000 small business workers. These small businesses and
their employees play an outsized role in our local and state econ-
omy. When these small businesses are growing, expanding, and
creating jobs, our entire economy flourishes.

That is why it is instrumental for this Committee to continue its
focus on access to capital. I want to thank Representative Craig for
working in a bipartisan manner with me to strengthen the 504
CDC Loan Program.

The “504 Credit Risk Management Improvement Act of 2020”
contains numerous provisions that will ensure the program re-
mains available to small businesses that truly need the SBA’s as-
sistance. The legislation puts a focus on the SBA’s oversight capa-
bilities when it comes to the 504 CDC Loan Program. By outlining
the responsibilities of the Office of Credit Risk Management and
detailing the file review and enforcement authorities at the SBA,
H.R. 8199 will further protect American taxpayer dollars.

Beyond oversight, the legislation also requires the SBA to outline
clear rules for CDCs and small businesses to follow when it comes
to environmental obligations. Too often we hear of roadblocks that
prohibit small businesses from expanding and creating jobs. The
nation’s small businesses, startups, and entrepreneurs are nimble
and quick. When they know the rules of the road, they will adapt
and deliver for customers.

Unfortunately, ambiguous rules get in the way of progress. This
legislation will help remove one of those barriers and provide clear
guidance. Because of the fee structure of the 504 CDC loan pro-
gram, this program has operated on zero cost to the American tax-
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payer. Provisions in my bill will help continue this trend moving
forward.

Small businesses need our help, and I am confident this common-
sense proposal will help thousands of small business owners and
their employees.

I want to again thank Representative Craig for working on this
legislation and thank the Committee for considering it. I urge my
colleagues to vote yes on this bill.

Thank you, Madam, Chairman. I yield back.

Chairwoman VELAZQUEZ. Thank you. The gentleman yields
back.

Now I recognize the gentlewoman from Minnesota, Ms. Craig,
the cosponsor of the bill, for an opening statement.

Ms. CRAIG. Thank you so much, Madam Chairwoman, for yield-
ing.

I first want to say thank you to Representative Bishop for lead-
ing this bill and his work on it. I am proud to be the lead cosponsor
for the “504 Credit Risk Management Improvement Act of 2020.”

This bipartisan legislation would make necessary updates to clar-
ify the Office of Credit Risk Management’s role in administering
the 504 Loan Program and direct the SBA to issue rules for compli-
ance with the National Environmental Policy Act of 1969. This will
would provide clarity asked for by CDC leaders and guarantee that
the 504 program can continue to provide assistance while con-
serving small business’s working capital.

As I have said before, small businesses are the heart of our econ-
omy. We must continue to improve our programs to best serve
these businesses to ensure economic development and investment
in rural economies.

Thank you so much, again, Representative Bishop and Madam
Chairwoman. I yield back.

Chairwoman VELAZQUEZ. The gentlelady yields back.

Are there any other members who wish to be recognized for a
statement on H.R. 81997

Mr. Chabot?

Mr. CHABOT. Thank you, Madam Chair.

As a way to strengthen the popular 504 CDC Loan Program,
Representatives Bishop and Craig have worked in a bipartisan
manner to craft H.R. 8199. This legislation bolsters oversight and
requires clear and concise rules for CDCs and small businesses.
With any government guarantee loan program, oversight is para-
mount. H.R. 8199 outlines the rules and duties of the Office of
Credit Risk Management as it oversees the 504 Loan Program at
the SBA.

Additionally, this legislation requires the SBA to clearly outline
how certain loans must be treated under the National Environ-
mental Policy Act. Small businesses and certified development com-
panies require comprehensive information in order to make daily
business decisions.

I would like to thank Representative Bishop and Representative
Craig again for working in a bipartisan manner to put the nation’s
small businesses first when it comes to the 504 Loan Program.

I fully support the legislation and urge my colleagues to support
it. I yield back.



18

Chairwoman VELAZQUEZ. The gentleman yields back.

Are there any other members who wish to be recognized?

If not, I will speak on this bill.

It is an important bill, and I want to thank both Mr. Bishop and
Ms. Craig for your leadership.

To optimize oversight of the 504 program and all the capital ac-
cess programs at SBA, SBA established the Office of Credit Risk
Management (OCRM) within the Office of Capital Access. OCRM
conducts reviews of lenders to ensure that they are complying with
program requirements. In 2018, Congress passed bipartisan legisla-
tion to codify the office and gave it the tools needed to conduct
proper oversight and hold noncompliant lenders accountable. It was
Congress’s intent that by boosting OCRM and enhancing its en-
forcement powers, the office will minimize the likelihood that the
capital access programs, including the 504 program will face a posi-
tive subsidy.

Therefore, I am pleased Mr. Bishop has introduced this impor-
tant piece of legislation that clarifies OCRM’s oversight role and
enhances its enforcement powers by shifting loan closing file review
responsibilities to OCRM.

I urge my colleagues to support this legislation.

If there 1s no further discussion, the Committee will move to con-
sideration of H.R. 8199.

The clerk will report the title of the bill.

The CLERK. H.R. 8199, the 504 Credit Risk——

Chairwoman VELAZQUEZ. Without objection, H.R. 8199 is con-
sidered as read and open for amendment at any point.

Are there any other members who wish to be recognized for the
purposes of offering an amendment?

Seeing none, the question is now on H.R. 8199.

All those in favor say aye.

All those opposed say no.

In the opinion of the Chair, the ayes have it.

H.R. 8199 is agreed to.

The question now occurs on reporting H.R. 8199 to the House.

All those in favor say aye.

All those opposed say no.

In the opinion of the Chair, the ayes have it and H.R. 8199 is
reported to the House.

Without objection, Committee staff is authorized to correct punc-
tuation and make other necessary technical corrections and con-
forming changes.

Without objection, members have 2 business days to file addi-
tional supplemental, dissenting, and minority views.

H.R. 8229

The final bill up for consideration today is H.R. 8229, the “Parity
for HUBZone Appeals Act of 2020,” introduced by Mrs. Radewagen
and cosponsored by Ms. Houlahan, which ensures the HUBZone
program has the same appeal processes for protest determinations
of the service-disabled, veteran-owned, and the women-owned small
business programs.

I will now recognize the gentlelady from American Samoa, Ms.
Radewagen, the author of the bill, for an opening statement on
H.R. 8229.
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Ms. RADEWAGEN. Thank you, Madam Chairwoman.

I would like to thank my colleague, Ms. Houlahan, for collabo-
rating with me on this important legislation.

The SBA’s various small business contracting programs support
different types of entrepreneurs from women and service-disabled
veterans to minorities and the economically disadvantaged.

By providing these businesses with special federal contracting,
whether a business holds a specific status is critical to determine
whether that company is eligible to compete for these special con-
tract opportunities. Not only does the business have a vested inter-
est in obtaining and maintaining its status, but the federal Govern-
ment also has an interest in making sure these special contracts
are not awarded to fraudulent firms. If a company is suspected to
be ineligible for a status it claims to hold, an interested party can
protest the firm’s status.

For historically underutilized business zones, or HUBZone small
businesses, the initial protest decision is made by the HUBZone
program director, and if the small business disagrees with the deci-
sion, the small business may appeal the protest decision to the as-
sociate administrator of the Office of Government Contracting and
Business Development (AAGCBD).

This differs significantly from the appeals process utilized by the
SBA’s other federal contracting programs. Currently, most of the
SBA’s federal contracting programs authorize the SBA’s Office of
Hearings and Appeals (OHA) to hear the appeal. Unlike the
AAGCBD who directly oversees all the SBA’s federal contracting
program offices, including the HUBZone program, OHA is an inde-
pendent office of the SBA. Leaving the appeal decision to the
AAGCBD raises questions of conflict of interest, whereas housing
that process at OHA will ensure the decision remains separate and
independent from any influence.

Additionally, requiring the AAGCBD to hear these appeals places
the responsibility on the office to have a thorough understanding
of the nuances of SBA’s HUBZone eligibility and size requirements,
procurement law, and have the time and resources to assess the
facts of the appellants’ case in a thorough and impartial manner.

The primary role of the AAGCBD is to oversee all of the SBA’s
federal contracting programs. This duty takes precedence over ad-
judicating HUBZone appeals. In contrast, OHA administrative
judges are primarily tasked with similar appeals, and thus, are
well versed at making these decisions objectively and impartially.
Thus, passage of the bill means that small businesses will have a
greater chance of having a fair and knowledgeable assessment.

Finally, the AAGCBD’s appeals decisions are currently named in
a vacuum. There is no visibility into reasons why a decision was
reached. In contrast, all of OHA’s decisions are published online
and easily searchable. These opinions are critical for small busi-
nesses to obtain a greater understanding of the rules surrounding
the eligibility. Therefore, shifting the responsibility to hear
HUBZone appeals to OHA will provide the public with much need-
ed guidance and transparency.

In sum, H.R. 8229 will bring greater parity, fairness, and trans-
parency between SBA’s HUBZone program and its other federal
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programs. I urge my colleagues to support this common-sense legis-
lation, and I yield back.

Chairwoman VELAZQUEZ. The gentlelady yields back.

I appreciate her work on this issue. Thank you so much for your
commitment on behalf of small businesses.

Are there any other members who wish to be recognized for a
statement on H.R. 82297

I now want to recognize the Ranking Member.

Mr. CHABOT. Thank you, Madam Chairwoman.

I would like to thank the gentlelady from American Samoa, Ms.
Radewagen, and the gentlelady from Pennsylvania, Ms. Houlahan,
for their leadership on this legislation. Ms. Radewagen is joining us
all the way from American Samoa where I believe it is something
like 4 o’clock in the morning. It just goes to show how she and
other members of this Committee are willing to work very hard
and at very unusual hours of the day and night to help our nation’s
small businesses.

As we heard from our colleagues, the current appeals process for
the HUBZone program raises many red flags, including questions
of conflict of interest, lack of transparency and responsibility, and
on and on. The AAGCBD plays a key role within the leadership
structure of the SBA, and we need to ensure that this official is
equipped to successfully supervise all of the SBA’s various federal
contracting programs.

Relieving this official of the duty of hearing HUBZone appeals
will help to do that. Furthermore, the SBA’s Office of Hearings and
Appeals is a fully functioning, independent organization
unbeholden to any of the SBA’s federal contracting offices, and
OHA administrative judges are trained to hear exactly these types
of matters. By moving HUBZone appeals from the AAGCBD’s pur-
view to OHA through the passage of this bill, HUBZone small busi-
nesses will be able to receive impartial, fair, and knowledgeable
treatment of their case. H.R. 8229 makes a necessary and long
overdue correction in the way HUBZone appeals are approached.

I urge my colleagues to support this commonsense legislation,
and I yield back. ,

Chairwoman VELAZQUEZ. The gentleman yields back.

Are there any other members who wish to be recognized on this
legislation?

Okay. I would like to recognize myself briefly.

SBA’s Office of Hearings and Appeals provides independent
quasi-judicial reviews of certain SBA program decisions. While
OHA hears appeals for protest determinations concerning the sta-
tus of a small business as a service-disabled, veteran-owned small
business or a woman-owned small business, unfortunately, it does
not do the same for the HUBZone program. By requiring SBA to
issue regulations granting OHA jurisdiction over these appeals,
H.R. 8229 advances our efforts in this Committee towards uni-
formity among SBA’s contracting programs. More importantly, it
capitalizes on OHA’s expertise and promotes efficiency. Finally, be-
cause OHA opinions are published, this bill will encourage trans-
parency and consistency in judgments.

I commend Ms. Radewagen and Ms. Houlahan for working to-
gether on this legislation, and I urge colleagues to support the bill.
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If there is no further discussion, the Committee will move on to
consideration of H.R. 8229.

The clerk will report the title of the bill.

The CLERK. H.R. 8229

Chairwoman VELAZQUEZ. Without objection, H.R. 8229 is con-
sidered as read and open for amendment at any point.

Does anyone wish to offer an amendment?

Seeing none, the question is now on H.R. 8229.

All those in favor say aye.

All those opposed say no.

In the opinion of the Chair, the ayes have it and H.R. 8229 is
agreed to.

The question now occurs on reporting H.R. 8229 to the House.

All those in favor say aye.

All those opposed say no.

In the opinion of the Chair, the ayes have it.

H.R. 8229 is reported to the House.

Without objection, Committee staff is authorized to correct punc-
tuation, make other necessary technical corrections and conforming
changes.

Without objection, members have 2 business days to file addi-
tional supplemental, dissenting, and minority views.

I thank all the members for their participation today.

If there is no further business to come before the Committee, we
are adjourned. Thank you.

[Whereupon, at 11:40 a.m., the committee was adjourned.]
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APPENDIX

116TH CONGRESS ' ’
2D SESSION H. R. 7903

To amend the Small Business Act to establish the Community Advantage
. Loan Program.

IN THE ﬂOUSE OF REPRESENTATIVES

Jurny 31, 2020

Ms. Jupy CHU of California (for herself and Mr. SPANO) introduced the
following bill; which was referred to the Committee on Small Business

A BILL
To amend thé 'Small Business Act to establish ﬁhe‘ '
~ Community Advantage Loan Program.

1 Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,
SECTION 1. COMlVIUi\TITY ADVANTAGE LOAN PROGRAM. |

Section 7(a) of the Small Business Act (15 U.S.C.
636(a)) is amended by adding at the end the following:

GRAM.—

3

4

5

6 “(37) COMMUNITY ADVANTAGE ‘LOAN PRO-
7 |

8 “(A) PURPOSES.—The .purposes of the
9

Community Advantagé Loan Program are—
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“(1) to create a mission-oriented loan
guarantee program that builds on the dem-
onstrated success of the Community Ad-
vantage Pilot Program of the Administra-
tion, as established in 2011, to reach more
underserved small business concerns;

- “(i1) to increase lending to small busi-

ness concerns in underserved and rural

markets, including veterans and members
of the military community, small businesé
concerns owned and controlled by socially
and economically disadvantaged individ-
uals, women, and startups;

“(iii) to ensure that the program
under this subsection (in this paragraph
referred to as the ‘7(5) loan program’) is
more inclusive and more broadly meets
cong'ressiona.l intent to reach borrowers
who are unable to get eredit elsewhere on
reasonable terms and conditions;

“(iv) to help underserved small busi-
ness concerns become bankable by utilizing
the small-dollar financing and business
support experience of mission-oriented

lenders;
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v 3
“(v) to allow certain mission-oriented
lenders, primarily nonprofit financial inter-
mediaries focused on economié develop-
ment in underserved markets, to access
guarantées for loans under this subsection
(in this paragraph referred to as ‘7(a)
loans’) of not more than $250,000 and

provide management and technical assist-

ance to small business concerns as needed,;

“(vi) to provide certainty for the lend-
ing partners that make loans under this
subsection and to attract new lenders; and

~“(vii) to encourage collaboration be-
tween mission-oriented and eonventional‘
lenders under tlﬁs subseetiéri in order to
support underserved small business con-
cerns. |
“(B) DEFINITIONS.—In this paragraph—

“(1) the term ‘covered institution’
means—

“ a devélbpmentbﬂcompany, as
defined in section 103 of the Small
: Business Investlllellt Act ‘of 1958 (15

U.8.C. 662), participating in the 504

Lioan Guaranty program established
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urider title V of such Act (15 U.S.C.

695 et seq.);
“(1I) a nonprofit intermediary, as
defined in subsection (m)(12), partici-

pating in the microloan program

under subsection (m);

“(I) a non-Federally regulated

entity certified as a community devel-

opment financial institution by the

. Community . Development ~Financial

Institutions Fund established under
secﬁon 104(a) of the Riegle Commu-
nity Dé\relopment and Regulatory Im-
provement Act of 1994 (12 U.S.C;
4703(a)); and

©“(IV) an eligible intermediary, as
defined in subsection D), as in ef-
fect on the day before the date of en-
actment of this paragraph, that par-
ticipated in the Intermediary Lending
Pilot Program established under sub-
section (1)(2);

(1) the term ‘existing business’

means a small business concern that has

been in existence for not less than 2 years
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on the date on which a loan is made to the

‘small business concern under the program;

“(i1i) the term ‘new business’ means a
small business concern that has been exist-
ence for not more than 2 years on the date
on which a loan is made to the small busi-
ness eoncern under the program;

“(iv) the term ‘program’ means the
Community Advantage Lioan Proéram es-
tablished under subparagraph (C);

“(v) the term ‘Reservist’ means a
member of a reserve component of the
Armed Forces named in section 10101 of
title 10, United States Code;

“(vi) the term ‘rural area’ means any

county that the Bureau of the Census has

" defined as mostly rural or completely rural

in the most recent decennial census;

“(vii) the term ‘serviée-connected’ has
the meaning given the term in section
101(16) of title 38, United States Code;

“(viii) the term ‘small business con-

cern in an underserved market’ means a

~ small business concern—

“(I) that is located in—



e

NS NN L N T TR N

[ T N R N R S B O R N R T T e e S e S et S o g = O
th A W = O 0 e NNl W = O

*HR 7903 IH

27

“(aa) a low- to moderate-in-
come community; | ‘
“(bb) a HUBZone; |

et} a edmmunity that has
been designated as an empower-
ment zone or an enterprise com-
_mﬁnity under section 1391 of the
‘Interna'l Revenue Code of 1986;

“(dd) a eoxﬁmunity that has
been designated as a promise'
zone by the Secretary of Housing

- and Ur'ban Development;

“(ee) a community that has
been designated as a qualified
opportunity zéne under section
1400Z~1 of the Iﬁternal Revenue
Code of 1986; or :

v “(ff) a rural area;

“I) for whiehA more than b0
percent of the employees reside in 5
low- or moderate-income community; -

“(IIT) that is a startup or new

- business;’

“(IV) owned and edntrolled by

‘socially and economically . disadvan-
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taged individuals, including Black
Americans, I—Iiépa.nie Americans, Na-
tive Americans, Asian Pacific Ameri-
eans, and other minorities;

(V) owned and controlled by

“(VI) owned and eontrblled by
veterans; .

C“(VII) owned and controlled by
service-disabled veﬁerans;

“(VIII) not less than 51 percent
owned and controlled by‘ one or
more— ’ ,

“(an) members'of the Armed

Forces participating in the Tran-

' éition Assistance ProgTam of the

Department of Defense;

“(bb) Reservists;
“(ec) spouses of veterans,
~ members of the Armed Forces, or

Reservists; or .

“(dd) surviving spouses of
veterans who died on active duty
or as a result of a service-con-

nected disability; or
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“(IX) that is eligible to receive a
- veterans a,d;zantage loan; |
“(ix) the term ‘small business conecern
owned and controlled by socially and eco-
“nomically disadvantagéd individuals’ has
‘the meaning given the term in section
8(d)(3)(0);
“(x) the term ‘startﬁp’ means a busi-
ness that has not yet opened; and
| ‘(xi) the term ‘veterans advantage
loan’ means a loan made to a small busi-
ness concern under this subsection that is
eligible for a-waiver of the guarant‘ee fee
ﬁnder paragraph (18) or the yearly fee
under paragraph (23) because the small
business concern is a concern deséribed in
subclause (VI), (VII), or (VIII) of clause
(viid). ‘ ‘
o Y0) BSTABLISHMENT —There is estab-
lished a Community Advantagé Loan Program
under which the Administration may guarantee
loans made by cdvered institutions under this
subsection, including loans made to small busi-

ness concerns in. underserved markets.

«HR 7903 IH
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“(D) ProGrRAM LEVELS.—In each of fiscal

years 2021 through 2025, not more than 10

percent ' of the number of loans guaranteed

under this subsection may be guaranteed under

the program.

«HR 7903 IH

“(E) NEW LENDERS.—

“(1) FISCAL YEARS 2021 AND 2022 —In
each of fiscal years 2021 and 2022—

“1) nl)t more than 150 covered
institutions shali .participate in the
program; and |
~ “(I) - the Administrator ~shall
allow for new appiicants and give pri-
ority to applications submitted by any
covered institution that is located in
an area with insufficient lending
under the program.

“(ii) FISCAL YEARS 2023, 2024, AND
2025.—

“I) IN GENERAL.—In each of

fiscal years 2023, 2024, and 2025—
“(aa) except as provided in
subelause (II), not nioi'e than

175 covered institutions‘ shall

participate in the program; and’
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“(bb)  the - Administrator
shall allow fér' new applicants
and give priority to applications
submitted by any covered institu-
tion that is located inr an area

with insufficient lending under

* the program.

“(II) EXCEPTION FOR FISCAL

YEAR 2025~—In fiscal year 2025, not
more than 200 eovered institutions

may participate in the program if--

“(aa) after reviewing the re-

port under subparagraph {M)(iii),

 the Administrator determines

that not more than 200 covered

institutions may participate in

the ﬁrogram; |
“(bb) the Administrator no-

tifies Congress in writing of the

determination of the Adminis-

trator under item (aa); and
“(ce) not later than July 30,
2024, the Administrator notifies

‘the public of the determination of
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the Administ}rator under - item
(aa).
“(F) GRANDFATHERING OF EXISTING

LENDERS.—Any covered institution that par-

" ticipated in the Commumity Advantage Pilot

Program. of the Administration and is in good
standing on the day before the date of enact-
ment of this paragraph—

“(i) shaﬁ retain designé,tion m the

. program; and ‘

. “(i1) shall not be required to submit

an application to participate in’the pro-

gram. '

“(@) BEQUIREMENT TO MAKE LOANS TO
UNbERSERVED ’MARI{ETS.—Not less. than 60
percent of loans made by a covered institution
under the program shall consist of loané made
to small business concerns in underserved mar-
kets.

' “(H) MAXIMUM LOAN AMOUNT.—.

“(i) IN GENERAL.—Except as pro-
vided in clause (ii), the maximum loan
amount for a loan guaranteed under the
program is $250,000.

“(ii) EXCEPTION.—

+HR 7908 IH
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“I) IN GENERAL.—The Admin-
istration may, in the diseretion of the

B ’Administration, approve a guarantee
of a lpan under the program that is
more than $250,000 and not morg
than $350,000.

“(II) NOTIFICATION.—Not later
than 2 days after approving the guar-
antee of a loan under subeclause (),
the Administration shall -pfovide noti-
fieation of the approval to the covered

institution making the loan.

“(I) INTEREST RATES.—

- () IN GENERAL.—Except as pro-

vided in clause (ii), the maxinmum allowable

‘interest rate preseribed by the Administra-

tion on any financing made on a deferred
baéis pursuant to the program shall not
exceed the maximum allowable interest
rate in effect on September 1, 2018.

“(ii) MoDIFICATION.—The ~Adminis-
tration shall not modify the maximum -al-
10Wable interest rate described in clause Q)
unless the Administration provides the

public with an opportunity to comment for.
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a period of not less than 180 days before
implementing the modified intérest rate.

“(J) TRAINING AND TECHNICAL ASSIST-

ANCE.—The Administrétion—

“(1) shall in person and online, pro-

vide upfront and ongoing training and

technical assistance for covered institutions
making loans under the program in order
to support prudent lending standards and
improve the interface between the covered
institutions and the Administration;

“(ii) shall ensure that the ,training

‘and technical assistance described in clause

(1) | is provided for free or at a low-cost;
and . | |

“(ii) may entéf into a contract to
provide the training or technical assistance
deseribed in clause (1) with an organization
with expertise in lellding under this sub-
section, mission-oriented lending, and lend-
ing to underserved markets.

“(K) DELEGATED AUTHORITY.—A covered

mstitution is not eligible to receive delegated

authority from the Administration under the
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program until the covered institution makes not

less than 7 loans under the program.

«HR 7903 TH

‘(L) REGULATIONS.—

“(1) IN GENERAL.—Not later than

180 days afﬁer the date of enactment of

this paragraph and in accordance with the
notice énd comment, procedures under sec-
tion 553 of title 5, United States Code, the
Administrator shall promulgate regulations
to carry out the program, whichvshall——-

“M outliile the requirenients for
participation by covered institutions in
the program; |

“(II) define pefformance metries
-for eovered institutions participating
in the program for the first time,
which are required to be met in order
to continue participating in the pro-
'gT am;

“(III) determine the credit score
of a small business concern under
which the Administration is required
to underwrite a loan provided to the
small business eoncern under the pro-

gram and the loan may not be made
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using the delegated authority of a cov-
ered institution;

“(IV) require each covered insti--
tuﬁori that sells loans made under the
program on the seconda.lfy market to

establish a loan loss reserve fund,

which—

‘ “(aa) with respect to cov-
ered institutions in good sténd-.
ing, including the covered institu-
tions deseribed in subparagi‘aph
(), shall be maintained at a
level equal to 3 percent of the
outstanding guaranteed- portion
of the Ioans; and

“(bb) with respect to. any
other covered institution, shall be
maintained at a level equal to 5
percent of the outstanding guar-
anteed portion‘ of the loans; and
“(V) allow the Administrator to

require additional amounté to be de-
posited into a loan >losvs reserve fund
established by a covered institution

under subelause (IV) based on the
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risk characteristics or performance of
the covered institution and. the loan
portfolio of the covered institution.
“(i) PLot PROGRM'I.-— | ‘

“(i) REVERSION.—Beginning on
the date of enactment of this para-
graph and ending on the day before
the date on which the regulations pro-
mulgated by the Administrator under
clause (i) take 'effeet,' the Adminis-
trator mayvonly carry out the Commu-
nity Advantage Pilot Program of the
Administration based on af)pliéable
program guidelines, requirements, and

other policy in effect on September 1,

2018, exeept that the definition of un-

_derserved market shall include—

“(aa) a community and an
area described in items (ee) and
(ff),. respeétively, of subpara-
graph (B)(viii)(I); and

“(bb) Smaﬂ business con-

cerns described in clauses (IV)
and (V) of sﬁbparagraph
(B)(viii).
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“I0 TERMINATION.—Beginning
on the date on which the regulations
promulgated by the Administrator
under clause (i) take effect, the Ad-
ministrator may mnot carry out the
-Community Advantage Pilot Program
of the Administraﬁon.

“(M) REPORTING.—
“(1) WEEKLY REPORTS.—
| “(I) IN GENERAL—The Admin-
istration shall report on the website of
the Adlninistration, as part of the
weekly reports on lending épp'rova,ls
under this subsection—
”(aa)k on and after the date
of eﬁactment of this paragraph
~until the date on which the regu-
lations promulgated under sub-
paragraph (1)(i) take effect, the
number and dollar amount of
loans guaranteed under the Com-
munity Advantage Pilot Program
of the Administration; and
“(bb) on and after the date

on which the Administration be-
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ging to approve loans under the
program, the number and dollar
~amount of loans guaranteed
under the program.
“(II) SEPARATE ACCOUNTING.—

The number and dollar amount of

loans reported in a weekly report

_ under subelause (I) for loans guaran-

teed under the Community Advantage
Pilot Prog"ram of the Administration

and under the program shall include a

* breakdown by the categories of race,

ethnicity, and gender of the owners of
the small business coneerns.
“(i1) ANNUAL REPORTS.—

“(I) IN GENERAL.—For each of

the first 5 fiscal years in which the

program is in effect, the Adminiétra-
tion shall submit to the Committee on
Small Business and Entrepreneurship
of the Senate and the Committee on
Small Business of the House of Rep-
resentatives, and make publicly avail-
able on the internet, information

about loans provided 'under the pro-
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“gram and under the Community Ad-

~vantage Pilot Program of the Admin-

istration.
“an CONTENTS.%Each report,

submitted and made.p_ublicly available

~ under subclause (I) shall include— -

“(aa) the number and dollar
amounts of loans provided to
small business concerns ‘under
fhe_program and under the Com-
munity Advantage Pilot Program
of the ~Administration, including
a breakdown by—

“(AA)_ the gender of the
owners of the small business
coneern; ‘ /

“(BB) the race and
ethnicity of the owners of

the small business concern,
disaggregated in a manner
that captures all the racial
groups specified in the

American Community Sur-

vey conducted by» the Bu-

reau of the Census;
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“(CC)  whether  the
small business concern is lo-
cated in an urban or rural
area; and

“(DD)  whether the

- small business concern is a

00—

startup, an existing busi-
ness, or a new business, as’
provided in the weekly re-
ports on lending approvals

under this subsection;

“(bb) the proportion of loans

-deseribed in item (aa) compared

“(AA) other 7(a) loans

of any amount;

“(BB) other 7(a) loans

" of similar amounts;

“CO) express' loans
provided under paragraph
(31) of similar amounts; and’

b“(DD) other 7(a) loansb

of similar amounts provided

" to small. business concerns

in underserved markets;
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“(ee) a comparison of the
number and dollar amoﬁnts of
loans provided to small business

concerns under the program,

_ under the Commuﬁity Advantage

Pilot Program of the Administra-

tion, and under each category -of

“loans deéeribed in item (bb), bro-

ken down by— '

“(AA) loans of ‘not

more fhan $50,0(50; |

' “(BB) loans of more
than $50,000 and not more
than $150,000;

“CC) loans of more
than $150,000 and not more
than $250,000; andi

“(DD) 1oans Vof more

" “-than $250,000 and not more
than $350,000;

“(dd) the number énd dollar
amounts of loans provided to
small business concerns under
the progiam and under the Com-

munity Advantage Pilot Program



o=y

[\] [\ [y ®] [ N L e B [ ook e o ok et I
L N - R = R B O T o R e B

«HR 7903 IH -

43

22
of the Administration by State,

and the jobs ereated or retained

within each State;

“(ee) with ‘respect to loans
provided to small business con-
cerns under the program and
under the Community Advantage

Pilot Program of the Administra-

- tion——

“(AA) the performance

| of the loans provided by

each type of covered institu-
tion;

“(BB) the performance
of the loans broken down by
loan size;

| “C0) fhe “predictive
‘purchase rate of the loans;
“(DD) the early default
" rate of the loans; ’

“(EE) the 12-month

default rafe of the loans;
| “(FF) the ' cumulative

- default rate for the loans for
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the 5-year period preceding
the report; |
| “(GG)  the charge-off
rates of the loans; .
“(HH) the charge-off

rates as a percent of the un-

. paid principal balance as in

table 9 of the annual bﬁdget
éllblnitted by the Adminis-
tration; énd

“(II) the purchase rates
as a pefcent of the unpaid
prineipal balance as in table

8 of the annual budget sub-

mitted by the Administra-

tion;

"‘(ff) a list of covered insti--

tutions- participating in the pro-
gram and the Community Advan-
tage Pilot Program of the Ad-

- ministration, including-—

“(AA) the name, loca-
tion, and contact informa-

tion, such as the website and
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telephone number, of each
covered institution; and
“(BB) a breakdown by
the number and dollar
amount . of fhe loans -ap-
proved for | small business
. coﬁce’rns; and
‘“{gg) the benchmarks estab-
lished by the working group

under éubparagiaph (N)(@).

‘“(IIT) TIMING.—An annual re-
port -required wunder this clause
shall— |

“(aa) be submitted and
made publidy éwaﬂable nof later
than October 15 of each year;
and

“(bb) cover the lending ac-
tivity for the fiseal year that
ended on September 30 of that
same year. _

“(iil) GAO REPORT.—Not | later. than
3 years after the date of enactment of this
ﬁaragraph, the Comptroller General of the
United States shall submit to the Adminis-
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trator, the Committee on Small Business
and Entfépreneurship of the Senate, and
tht; Committee on' Small Business of the
House of Representatives a report—
b“(I) assessing— ‘
“(aa) the extent to which
the program fUifills the require-
. ments of this paragraph; and
“(bb) the performance of
covered institutions participating
in the program; and
“(II) providing recommendations
on the administration of the program
and the findings under items (aa) and

- (bb) of subelause (I).

“(N) WORKING GROUP.—-

“(1) IN GENERAL—Not later than 90

days after the date of enactment of this

paragraph, the Administrator shall estab-
lish a Community Advantage Working

A Group, whic@ shall—

“T) include—
“(aa) a géogmphically di-

verse representation of members
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" from among covered institutions
participating in the program; and
“(bb) representatives from-
the Office of Capital Access of
the Administration, including the
Office of Credit Risk Manage-
ment, the Office of Financial As-
sistance, and the Office of Eco-
nomic Opportunity;

“(IT) develop recormmendations

~on how the Administration eén effec-

tively manage, support, and promote
the program )and the mission of the
program;

“(IIT) establish metrics of sue-

" ecess and benchmarks that reflect the .

mission and population served by cov-

ered institutions under the program,

~which the Administration. shall use to

evaluate the performance of those cov-
ered institutions; and '

“(IV) institute regular and sus-

 tainable systems. of comumunication be-

tween the Administration and covered
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institutions participating in the pro-

gram. ' '

“(ii) REPORT.—Not later than 180
days after the date of enactment of this
paragraph, the Administrator shall submit
to the Committee on Small Business and
Entrepreneurship of the Senate and the
Committee én Small Business of - the
House of Répresentatives a repért that in-
cludes— )

“(T) the recommendations of the
Community Adw;antage - Working:
Group established under clause (i);
and v »

“(II)- a feeoxmnended plah and

 timeline for implementation of those
V ieeommenciati011s.: |

. “(0) TERMINATION.—The authority to

carry out the program under this paragraph

shall terminate on September 30, 2025.”.

«HR 7903 IH
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1161H CONGRESS |
2D SESSION H' R.

To amend the Small Business Investment Aect of 1958 to improve the loan
guaranty program, enhance the ability of small manufacturers to access
affordable capital, and for other purposes.

(Original Signature of Member)

IN THE HOUSE OF REPRESENTATIVES

Mrs. CRAIG introduced the following bill; which was referred to the Committee
on

To amend the Small Business Investment Act of 1958 to
improve the loan guaranty program, enhance the ability
of small manufacturers to access affordable capital, and
for other purposes.

1 Be it enacted by the Senate. and House of Representa-
tives of the United States of America in Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the “504 Modernization and

W s W N

‘Small Manufacturer Enhancement Act of 20207
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1 SEC. 2. ADDITIONS TO POLICY GOALS FOR THE DEVELOP-

2 MENT COMPANY PROGRAM.

3 Section 501(d)(3) of the Small Business Investment

4 Act of 1958 (15 U.S.C. 695(d)(3)) is amended—

5 (1) by redesignating subparagraphs (A) through

6 (L) as subparagraphs (B) through (M), respectively;

7 ‘(2) by inserting before subparagraph (B) (as so

8 redesignated) the following:

9 “(A) workforce development through work-
10 based or work-integrated training, which shall
11 be satisfied by demonsjcrating that a small busi-
IV ness concern that is a sﬁbject of the project
13 has— -

14 : “(i) a documented in-house training
15 program, the duration of which is not
16 _ | shorter than 12 weeks; or

17 ' “(ii) entered into a contract with an
18 entity—

19 - 4D to provide trained applicants
20 | for any open pbsition of employment
21‘ at the small business concern; and

22 ’ “(II) that ensures that any appli-
23 cant proxrided\_to the small buSiness
24 " conecern un&er subeclause (I) has un-

25 : dergone not fewer than 12 weeks of
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training that is relevant to the open
pOéition described in that subclause,”;

(3) by am_eriding subparagraph (D) (as so re-
designated) to read as follows: | '

“(D) expansion )of minority-owned, em-
ployee-owned, or women-owned business devel-
opment,’’;

(4) in subparagTalah (L) (as so redesignated),
by s_’_criking “producers, or” and inserting ‘“pro-
ducers,”’; |

(5) in subparagraph (M) (as so‘ redesignated),
by striking the period at the end and inserting a

comma,;

(6) by inserting after subparagraph (M) the fol-
lowing neW‘ subbaragraphs:‘ | |

“(N) enhanced ability for small business

~ concerns to reduce costs by using energy effi-

cient products and generating renewable en-
ergy, or

“(0) aid ‘revitalizing of any area for which

a disaster has been vdeclared or determined

under subparagraph (A), (B), (C), or (E) of

section 7(b)(2) of the Small Business Act.”;

and
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4
(7) in the flush text following subparagraph
(0), as added by paragraph (6), by striking “sub-

_‘paré;g"raphs (J) and (K)” and inserting “subpara-

graphs (K) and (L)”.

SEC. 3. INCREASE IN LOAN AMOUNTS FOR MANUFAC-

 TURING LOANS.

Section 502 of the Small Business Investment Act
of 1958 (15 U.S.C. 696) is amended—

(1) in the matter preceding paragraph (1), by
striking “The Administration” and inserting the fol-
lowing: :

“(a) IN GENERAL.%Tlle Adnﬁnistratioﬁ”; and
(2) in subsection (a), as so,designated—'
(A) in paragraph (2)(A)—
| (1) in the matter preceding clause (i),
by striking “section” and inserting “sub-
section”’; and |
(i) in clause | (i), by striking
“$5.500,000” and inserting “$6,500,000”;
(B) in paragraph (3)(A), by striking :‘tllis
se?ction” and inserting ‘“‘this subseetion”; and
\ (C) in paragraph (5), by striking “this see-

tion” and inserting “this subsection’.
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1 SEC. 4 IMPROVEMENTS TO 504 LOAN CLOSING PROCE-
2 DURE.

3 Title V of the Small Busines‘s Investment Act of 1958
4 (15 U.8.C. 695 et seq.) is amended— ,

5 (1) in section 502, as amended by séetion 3, by
6 adding at the end the following new subsections:

7 “(b) CLOSING.—

8 “(1) AUTHORITY OF CERTAIN DEVELO?MENT
9 COMPANIES.—An accredited lender certified com-
10 pany may take any of the following actions to facili-
11 tate the closing of a loan made under subsection (a):
12 “(A) Reallocate the cost of theprojeet with
13 respect to which the loan is made in an amount
14 that is not more than 10 percent of the overall
15 cost of the project. |
16 “(B) Correct any name that is applicable
17 to the loan, including the name of any bor-
18 rower, guarantor, eligible passive company de-
19 seribed in subparagraph (C)(i), and operating
20 company described in subparagraph (C)(ii).
21 “0) Form any-of the following to receive
22 proceeds of the loan: |
23 ‘1) An eligible passive company that
24 complies with section 120.111 of title 13,
25 Code of Federal Regulations, or any suc-
26 cessor regulation. |
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6
“(ii) If an eligible passive company is
formed under clause (1), an operating com-
-pa,ny with respect to that eligiblé passive
company. ‘ B _
“D). Correcﬁ the address of any property
with respect to which the loan is made.
~ “(E) Correct the pame of any interim
lender or third party lender.

“(F) Change any third party lender or in-

. terim lender if that lender is a finaneial institu-

tion that is regulated by the Federal Govern-
ment or a State government. - |

“(G) Make a guarantoi' a eo-borrower or a
co-borrower a gua‘rantor.

“H) Add a gﬁarantor that does mnot

- ehange ownership with respéét to the loan.

“(I) Reduce thie amount of standby debt

before the closing as a result of regularly sched-

. uled payments.

“(J) Reduce the cost of the project with
respect to which the loan is made. - |
“(2) FEES.—The Admn{st'mtor shall—

“(A) issue a rule regarding the amount of
a closing fee that may be financed in a deben:

ture that is issued by a certified development
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1 company to make 1 or more loans to small busi-

2 ness concerns, the proee_edé of which are used

3 by that concern 'fdr the purposes described in

4 . subsection (a), eéxcept that such amount shall be

5 " not less than $3,500; and |

6 : “(B) periodically update the rule issued

7 under Subparagmph' (A). |

8 “(3) N_ol ADVERSE CHANGE AND FINANCIAL

9 STATEMENT:—Before the closing with respect to a
10 loan made under subsectioh (a), the borrower and
11 © any operating company shall—

12 “(A) make-the'certiﬁeation required under
13 section 120.892 of title 13, Code‘ of Federal
14 o Regulatioﬁs, or any successor regulation; and
15 o “(B) submit to the certified development
16 company a financial statement that is not more
17 K thém 180 days old, which the company. shall
18 ' ~ certify not later than 120 days before the date
19 | on which the certified dévelopment company
20 issues a debenture with respect to the project to
21 | which the loan relates.
22 | ~ “(e) EXPRESS PROGRAM.—An aeprgdited lender cer-

23 tified company may, with reépect to a covered loan, take

24 imy of the following actions with respect to the loan:
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8
“(1) Any action described in any of subpara-
graphs (A) through (J) of subsection (b)(1).
“(2) If the borrower is not deliriquent with re-
spect to thé loan payments— - |
| “(A) permit the loan to sﬁbordinate to a
new third party lender loan for the purposes of
refinancing that third party lender loan, except
that no reﬁnaneed amount with respect to the
loan may be increased in ordér to provibde cash
to the borrower; o
“(B) permit a new party to assume réspon—
sibility for the loan if the original borrower re-
mains on the loan as the original guarantor;
“(C) obtain forece placed insurance cov-
erage for the loan if the borrower has allowed
insurance coverage with respect to the loan to
" lapse; and
““(D) endorse an insurance check with re-
spect to the property that is financed by the
loan in an amount fhat is less than $100,000.
“(3) Certify that the loan is compliant with the
appraisal requirements and ienviromnental policies

and procedures applicable to the loan under Stand-

~ ard Operating Procedure 50 10 6 of the Administra-
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1 tion, effective Auguét 28, 2020, or any successor
2 Standard Operating Pljoéedure.

3 “(d) DEFINITIONS.—In this section—

4 “(1) the term ‘accredited lender certified com-
5 _'pany’ means a certified development éompany that
6 meets the requirelilénts under section 507(b), inelud-
7 ing a certified development company that the Ad-
8 n}iniétration has designated as an aceredited lender
9 -under such section 507(b); and |
10 “(2) the term ‘covered loan’— ‘
11 - “(A) means a loan made under subséction
12 (a) | in an amount that ‘is not more than
13 $500.000; and
14 “(B) does not include a,v loan made to a
15 borrower that is a franchise that, or is in an in-
16 dustry that, has a high rate of default, as annu-
.17 ally determined by the Administrator.”; and
18 (2) by adding -at the end the following new sec-
19 tiom:

20. “SEC. 511. CLOSING AND OVERSIGHT.

21 “(a) SBA DISTRIC‘T COUNSELS.—Beginning on the
22 date of enactment of this section, “ﬁth,respect to the pro-
23 gram established under this title, district eounsels of the
24  Administration shall be subject tb the same requirements,

25 and shall have the same authority and responsibilities; as
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1 in effect with réspect to that program on the day before
2 the date of enactment of this section, except tﬁat——-——
3 “(1) the Office of Credit Risk _Management of
the Administration shall have the responsibility for
all duties relating to conducting file reviews of -loéns
made under this title; and |

: “(2) district counsels of the Administration

shall not have any responsib_ﬂi‘by relating to the re-

© ® 2 w»n A

view of closing packages with I'espect to a loan made
10 under this title.

11 “(b) DESIGNATED ATTORNEYS.—For the purposes of
12 this title, the folloxﬁng provisions and requirements shall
13 apply with respect to a désignated attorney of a certified

14 development company:

5 . “(1) A designated attorney that me‘ets‘ the re-
16 quirements determined under paragraph (2) shall be
17 responsible for certifying documents relating to the
18 dosmg of a loan described in this title.

19 A “(2) The Administrator may determine any
20 continuing education 'requirements that the  des-
21 | ignated attorney shall be required to satisfy in brder
22 to be permitted to close a loan made under this title.
23 . Y3) If, as of the date of enactment of this see-
24 tion, a certified development company does not have

25  a designated aftorney, during the 270-day period be-
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11 ,
ginning on that date of benactment, the certified de-
velopment company may identify such an attorney,

subject to the approval of the Administrator.”.

SEC. 5. CERTIFIED DEVELOPMENT‘ COMPANY LOANS FOR

SMALL MANUFACTURERS.

(a) CONTRIBUTION REQUIREMENT.—Section -

502(a)(3)(C) of the Small Business Investment Act of

1958, as designated by section 3, is amended—

(1) by 1*edeSignating clauses (i), (ii), (iii), and
(iv) as subclauses (I), (II), (III), and (IV), respec-
tively, and adjusting the margins of such subclauses
accordingly; |

(2) by inserting before subelause (I), as so re-
designated, the following:

“(i) for a small business concern that
-1s not a small rﬁ,anufaeturer (as defined in
section 501(e)(7))~f-”;

(3) in subelau'sei (IT), as so redesignated, by
striking “clauses (i) and (ii)” and inserting “sub-
clauses (I) and (II)7; ‘ »

(4) in subclause (IV) as so redesignated, by
striking the period and the end and insérting “oor’
and | ‘

(5) by adding at the end the following:'
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1 “(i1) for a small manufaetufer (as de-

2 fined in section 501(e)(7))—

3 . “(I) at least 5 pereent of the

4 | total cost of the project financed, if

5 the small business eéncern has been in

6 operation for a period of 2 years or

7 bless;

8 “(I1) at least 5 percent of the

9 total cost of the prvojeetv financed, if
10 the project involves a limited or single
‘ll purpoée building or strliéture;

12 “‘(IH) at least 10 percent of the
13 total cost of the project financed if the
14 ~ project involves both of the conditions
15 .se'c forth i{a subclauses (I) and (IT); or
16 “(IV) at least 5 perecent of the
17 total cost of the project financed, in
18 all other 'circumsta‘nees,‘ at the disere-
19 . tion of the development company.”.
20 (b) CREATION OR BETENTION oF JOBS REQUIRE-

21 MENT.—Section 501(e) of the Small Business Investmgnt'
22" Act of 1958 (15 U.S.C. 695(e)) is aménded—

23 - (1) in paragraph (1), by striking “creates or re-
24 tains” ‘émd all fhat follows ‘through th‘e period at the

25 end and inserting “creates or retains 1 job for every
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| .13 ,
$75,000 guaranteed by the Administration, except
that the.arbr‘lount is $150,000 in the case of a projéct
. of a small manufacturer.”; |
(2) in paragraph (2), by striking “‘creates or re-
tains” and all that follows through the period at the
end and inserting ‘‘creates or retains 1 job for evei'y
$75,000 guaranteed by thé Admiﬁistration, exeept
that the amount is $150,000 in the case of a project
of a small manufaeturer
| (3) by redemgna,tmg paragraph (6) as para-
graph (7); and ,
(4) by inserting after paragraph {5) the fol-
lowing: |
“(6) For a loan for a pfojeet direeted,toward the cre-
ation of job opportunities undc.r subs.ection (d)(1), the Ad-
ministrator shall publish oﬁ the website of the Admihistra—
tion the number of jobs created dr retained under the
project as of the date that is 2 years after thé completion
{as determined based on information provided_‘ by the de-
velopment company) of the project.”.

(e) COLLATERAL REQUIRE'\/IENTS —Section

- 502(a)(3)(E)(i) of the Small Business Investment Act of

1958, as de&gnated by seetion 3, is amended by adding
at the end the following: “Additional collateral shall not
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be required in the case of a small manufacturer (as de-
fined in secﬁoh 501(e)(7)).”.

(d) DEBT REFINANCING.—Section 502(a)(7)(B) of
the Small Business Investment Act of 1958, as designated
by section 3, is amended in the matter preceding clause
(1) by inserting ‘“(or in the case of a small manufacturer
(as defined in section 501(e)(7)), that does not exceed 100
percent of the project cost of the expansion)’’ after “cost
of the expansion”.

~(e) AMOUNT OF GUARANTEED DEBENTURE.—Sec-
tion 503(a) of the Small Business Investment Act of 1958
(15 U.8.C. 697(a)) is amended by adding at the end the
following:

“(8) Any debenture issued by a State or local devel-
opment company to a small manufacturer (as defined in
section 501(e)(7)) with respect to which a gﬁarantee is
made under this subsection shall be in an amount equal
to not more than 50 percent of the cost of the project
with respeet to which such debenture is issued, without

regard to whether good cause has been shown.”.

' SEC. 6. ASSISTANCE FOR SMALL MANUFACTURERS.

Title V of the Small Business Investment Act of 1958
(15 U.B.C. 695 et seq.), as amended by section 4(2), is
further amended by adding at the end the following new

seetion:
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“SEC. 512. ASSISTANCE FOR SMALL MANUFACTURERS.

“(a) IN GENERAL.—The Administrator shall ensure

‘that each district office of the Administration partners

with not less than 1’ resource partner to provide ti"ainin‘g
to small business concerns assigned a North American In-
dustry Classiﬁéation Sysﬁem code for manufacturing on
obtaining assista.néé under the program carried out under
this title, inélﬁding with respeét to the application proces‘s
under ‘t‘hat program énd partnering with - development
companies under this titlie. _
“(b) RESOURCE. PARTNER DeFINED.—In ,t'his see-
tion, the term zresource.partner’ meaﬁs—
 “(1)- a small business dex?elopment center (as
defined in section 3 of the Small Business Aét);
“(2) a. women’s business eenter (glescribed'
under section 29 of such Act);
“(3) a chapter of the . Semce Corps of Retired
~ Executives (estabhshed under section 8(b)(_1)(B) of
such Aet) and |
“4) a Veteran Busmess Outreach Center (de-

seribed under 'section 32 of such Act).”.
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(Original Signature of Member)

116TH CONGRESS o
2D SESSION H o R. ‘

To amend the Small Business Aet to enhance the Office of Credit Risk
Management, to require the Administrator of the Small Business Admin-
istration to issue rules relating to environmental obhgatlom of certified
de'velopment companies, and for other purposes.

IN THE HOUSE OF REPRESENTATIVES

Mr. BISHOP of North Carolina introduced the following bill; wlueh was
referred to the Commxttee on

“A BILL

To amend the Small Business Act to enhance the Office
of Credit Risk Management, to require the Administrator
of the Small Business Administration to issue rules relat-
ing to envir.onmental obligations of certified development
(,ompames and for other purposes. '

1 Be it enacted by the Senate and House of Representa—
tives of the United States of Amem’cav in Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the “504 Credit Risk Man-

n B W N

agement Improvement Act of 2020”.
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~1 SEC. 2. ENHANCEMENTS TO THE OFFICE OF CREDIT RISK.

O e NN e TWwWw N

MANAGEMENT.

Section 47 of the Small Business Act (15 I\;I.S.C_.
657t) is amended— ' ‘
(1) by strikihg subsection (b) énd inserting the
following: | |
' “(b) DUTIES—The Office—

“(1) shall be responsible for—

“{A) supervising— .

“@i) any lender inaking loans under

seetion 7(a) (in this section referred to as
“a “I(a) lender’);

‘(i) any Lending Partner or ‘Inter-
mediary participant of the Adnﬁllistl'ation
inba, lending progl;am of theb_Ofﬁce of Cap-
ital Access of the Administfatibn;

| “4(iil) any small business lending com-

paﬁy or a non-Federally regulated lender

- without regard to the requirements of sec-

tion 23; and

“(iv) any certified development com-
pany described under the program estéb-
lished under title V of the Sm@ﬂ Business
Investment Act of 1958 (réferred to in this
section as a ‘certified development com-

pany’), as provided in subsection (k); and
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3
“(B) conducting file reviews with respect
to loan closings under the program established
undel; title V of the Small Business Investment
Act of 1958, as provided iﬁ subsection (j); and
“(2) may— -
“‘(A) take formal and infofmal enforcement
- actions -against a certified development com-

- pany, as provided in subsection (1); and

' “(B) charge a certified developmenf, com-
pany a fee, as provided in subseetion {m).”; and
(2) by adding at the end the following new sﬁb—
sections: | k |

“G) Loan CrosiNng Fiue Reviews.—With respect

to a loan closing under the program established under title
V of the Small Business Investment Act of 1958, the Of-

fice shall be responsible for the following:

“(1) Conducting a complete file review of a ran-
dom selection of all loan elosiﬁgs,_ the number, fre-

quency, and conduct of which shall be at the discre-

tion of the Office, to ensure program integrity, in-
: ciuding a review of the items listed on the Checklist

for Complete File Review contained in the appro-

priate form of the Administration.
‘“(2) Not later than 60 days after the date on

which each complete file review conducted under
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4 .
paragraph (1) is completed, preparing a written re-
porf documenting the results of that 'reviéﬁr, which
the Office shé,ll send to— » |

“(A) the applicable certified development
company; - '

“(B) the designated attorney that close_d
the loan for the certified development éompa,ny;
and

“(C) the Commercial Loan Service Center.
‘;(3) If a complete file review conducted under

paragraph (1) reveals a deficiency that eould fesult
in a loss to the Administration, requh:ing the appli-
cable eertifiéd development company or the des-
ignated attorney to promptly correct the deficiency.
“(k) SUPERVISiON OF CERTIFIED ‘D.EX'TELOPMENT
CoMPANIES.—With respeet té the supefvision of certified
development companies— ‘

“(1) an émployee’ of the Office shall—

“(A) be present for, and superviée, the re-
viewy of any such company that is conducted by

a contractor of the Office on the premises of

the company; and

“(B) supervise the review of f:my such eom-

pany that is conducted by a contractor of the
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Office that is not conducted on the premises of
the edmpany; and |
“(2)> the Administrator shall—

“(A) develop a timeline for the review by
the Office of certified development companies

and the submission of reports regarding those

reviews, under which the Administrator shall—

“(1) submit to a }eertified development
company a written report of any review . of
the company not later than 90 days after
the date on which the review is concluded;
or

“(i1) if the Administrator expects to
submit the report after the end of the 90-
day period described in‘ clause (1), notify
the company of the expected date of sub-
misSidxl_ of the report and the reason for
the delay; and |
“(B) if a response by a certified develop—-

ment company is requested in a report sub-

~ mitted under subparagraph (A)(i), require the

company to _submit responses. to the Adminis-

trator not later than 45 business days after the

date on which the coinpany receives the report.
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1 “() ENFORCEMENT AUTHORITYl AcamNsT CER-
2 TIFTED DEVELOPMENT COMPANIES: ;
3 - “(1) INFORMAL ENFORCEMENT AUTHORITY.—
4 The Director may take an informal enforcement ac-
5 tion against a certified development company if the
6 Director finds that the company has violated a stat-
7 ~ utory or regulatory requirement .or any requirement
8 in a Standard Operating Procedures Manual -or Pél-
9 icy Notice relating to a program or function of the
10 Office of Capital Aceess. o
11 | “(2) FORMAL ENFORCEMENT AUTHORITY.—
12 - (A) INA GENERAL.—With the approval of
13 the Lender- Oversight Committee established
14 under section 48, the Director may take a fof-.
15 - mal enforcement action against any certified de-
16 | velopment company if the Director finds that
17 ‘the company has violated— o
18 | “(1) a statutory or regulatory require-
19 - ment, ineiuding a requirement relating to
20 the necessary funds for making loans when
21 : those funds are not" made 'évailable to the
22 . éompa,ny from private sources on reason-
23 : able terms; or |
24 ' “i) a}n_ykrrequirement described in a

25 o Standard Operating Procedures Manual or
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7
Policy . Notice ‘relating to a program or
funetion of fhe Office of Capital Access.
4(B) EXFORCEMENT ACfHONS.—‘-The deci-

sion to take an enforcement action against a

_ certified development company under subpara-

graph (A) shall be based on the severity or-fre-
queney of the violation and may include assess-
ing a civil monetary penalty against the com-

pany in an amount that is .not greater than

 $250,000.

“(3) FAILURE TO SUBMIT ANNUAL REPORT.—

With respect to a certified development company
that, as of the date that is 30 days after the date
on which the company is required to submit any re-

port, fails to submit that report, the Director may—

“(A) suspend the company from partici-

pating in the program established under title V

of the Small Business Investment Act of 1958

for a period that is not longer than 30 days; or

“(B) impose a 'pené,lty oh the company in
an amount to be determined by the Director,
except that the amount of the penalty shall be
not more than $10,000.

“(m) FEE AUTHORITY REGARDING CERTIFIED DE-

25 VELOPMENT COMPANIES.—
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“(1) In GENERAL.———EffectiVé one 'yéar after the
“date of the enactment of this subseetion, the Office
may collect from each certified development com-
pany a fee, the amount of which—
“(A) shall be determined on a graduated
scale according to the size of the Aportfblio of
 the certified development cbmpany with respect
to the program carried out under title V of the
Small Businéss Investment Act of 1958; émd
“(B) shall not exceed the amount that is 1
basis point with respect to the value of the
“portfolio described in subparagraph (A).
“2) PAYMENT.—-—_—A certified development com-

pany on which a fee is imposed' under paragraph 1)

shall pay the fee from the servicing fees collected by

.the development compény pursuant to regulation.”.
SEC. 8. RULES RELATING TO OBLIGATIONS OF CERTIFII;ID

| DEVELOPMENT COMPANIES UNDER THE NA-

TIONAL ENVIRONMENTAL POLICY ACT.

(a) IN GENERAL.—Not later than 180 aays after the
date of the enactment of this Aect, the Administrator of
the Small Business Administration shall issue rules to
clarify the procedures necessary for an elig’ible certified

development company to comply with the applicable re-



Somomb.

S S S O vy
N O

OO0 = N A W N

72

9

quirements under National Environmental Policy Act of
1969 (42 U.S.C. 4321 et seq.). |

(b) RULE OF CONSTRUCTION.—Nothing in this sec-
tion shall be construed to modify the requirements of the
National Environmental Policy Act of 1969 (42 U.S.C.
4321 et seq.).

(¢) ELiGIBLE CERTIFIED DEVELOPMENT CQMPANY
DEFINED.—In this section, the term “eligible certified de-
Velopment company’’ means a.certiﬁed development com-

pany defined under title V of the Smfﬂl Business Invest-

" ment Act of 1958 (15 U.S.C. 695 et seq.) that receives

assistance pursuant to such title.
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. (Original Signature of Member)
116TH CONGRESS :
2D SESSION H. R.,

To require the Administrator of the ‘Small Business Administration to issue

. a rule authorizing the Office of Hearings and Appeals to decide appeals

relating to the status of HUBZone business- concerns, and for other
purposes

IN THE HOUSE OF REPRESENTATIVES

Mrs. RADEWAGEN introduced the following bill; which was referred to the
Committee on : )

To require the Administrator of the Small Business\ Adfnillisf
tration to issue a rule authorizing the Office of Hearings

and Appeals to decide appeals ‘,relating to the status
of HUBZone business concerns, and for other purposes

Be it enacled by the Sendte and»Houée of Representa-
tives of the United Stdtes of America in Congress assembled,
SECTION 1. SH6RT TITLE. ,
| This. Act may be cited as the “Parity for HUBZone
Appeals Act of 2020”7, |

A W NN
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‘SEC. 2. AUTHORITY FOR THE OFFICE OF HEARINGS AND

APPEALS TO DECIDE APPEALS RELAT]NG TO
QUALIFIED HUBZONEASMALL BUSINESS CON-
" CERNS.

Not later than 1 year after the date of the enactment
of this Act, the Administrator of the Smaﬂ Business Ad-
ministration shall issue a rule authorizing the Office of
Hearings and Appeals of the Administra;tion to decide all
appeals from formal protest determinations in eonnection
with the status of a concern as qualified HUBZone small
business coneern '(as such term is definedl in section 31(b)

of the Small Business Act (15 U.S.C. 657a(b)).
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