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Introduction

This Policy Notice is issued to change SBA’s policy regarding the amount of accumulated interest a Microloan program intermediary lender may withdraw from its Microloan Revolving Fund (MRF) account(s) and Loan Loss Reserve Fund (LLRF) account(s).  Currently, SBA allows intermediary lenders to withdraw interest earned on the MRF and LLRF accounts as long as a minimum of unloaned funds plus 2 months worth of loan payments are retained in the account.  However, the current policy allows for approval of withdrawals, regardless of SBA’s exposure to losses.

Implementation of new withdrawal policy

Effective on the date of this Notice, SBA will allow intermediaries to withdraw earned income from the MRF and LLRF accounts using a formula that considers the Agency’s exposure to losses, as well as a review of the portfolio for acceptable performance.  

Specifically, the formula will call for SBA to determine the value of the collateral (the total combined value of the MRF, LLRF, and outstanding microloans).  Then, determine the difference between the value of the collateral and the debt owed.  If the value of the collateral is less than the debt, withdrawals will not be considered.  If the value of the collateral is greater than the debt, withdrawals will be considered as described in the next paragraph. 

Withdrawals will be considered on a loan by loan basis.  Therefore, collateral will be considered on a loan by loan basis.  In the event an intermediary is in debt to SBA on more than one loan, the performance of the intermediary’s total outstanding SBA microloan portfolio will be considered because it is an indication of the overall financial health of the lender.  Regardless of the value of the collateral in relation to the intermediary’s debt, if the SBA microloan portfolio is not performing in a satisfactory manner, SBA may deny the request for withdrawal.

__________________

Aida Alvarez

Administrator
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