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Questions have arisen about SBA’s loan servicing and liquidation policy for lenders in the Preferred Lenders Program (PLP) when PLP lenders do not have PLP status in an SBA district.  This notice will explain existing policy in regard to these questions. 

What is the statutory basis for PLP servicing and liquidation of SBA loans?

Amendments to the Small Business Act in 1996 provided that PLP lenders have “complete authority to service and liquidate such loans without obtaining the prior specific approval of the Administration for routine servicing and liquidation activities.”

What do SBA’s regulations say?

In 13 CFR §120.453, the PLP lender is advised that it must “service and liquidate its SBA guaranteed loan portfolio (including its non-PLP loans) using generally accepted commercial banking standards employed by prudent lenders.”

What about the Agency’s SOPs?

They are consistent with the statute and regulations, and indicate that SBA policy requires PLP lenders to service and liquidate all SBA guaranteed loans in their portfolios following PLP procedures, without regard to whether a particular loan was approved using PLP processes. 

Does a PLP lender have PLP servicing and liquidation authority in a district where it does not have PLP status?

Yes.  A PLP lender must service and liquidate its entire SBA loan portfolio following PLP policies and procedures in all areas.  See SOP 50 50 4A, Chapter 6, paragraph 5, and SOP 50 51 2A, Chapter 10, paragraph 5.

What if a PLP lender loses its authority to process PLP loans in a particular district – can it still service and liquidate as a PLP lender?

Yes, so long as the lender maintains its PLP status elsewhere and did not lose its status as a result of poor servicing and liquidation activities.

What if a PLP lender loses its PLP status everywhere?

The lender must service and liquidate its entire SBA loan portfolio following regular servicing requirements without the special authority provided to PLP lenders.

What if a PLP lender has servicing and/or liquidation problems in a particular district?

As always, if a field office encounters servicing and liquidation problems with a PLP lender, it must communicate these problems to SBA’s PLP review branch in Kansas City and to the PLP processing center in Sacramento.  These issues will be taken into consideration in the review process and when the lender’s PLP status comes up for renewal.  Also, SBA may always take over liquidation of individual loan cases if the situation warrants.

What happens if a PLP lender notifies SBA that it has ceased making PLP loans – may the lender continue to service and liquidate its loans with PLP authority?

In this situation, the AA/FA will make a decision on a case by case basis as to whether the lender may continue servicing and liquidating as a PLP lender.

If you have questions on this policy, please contact A. B. McConnell, Jr. or Walter Intlekofer in the Office of Financial Assistance.

Jane Palsgrove Butler

Associate Administrator

  for Financial Assistance
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