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The Preferred Lenders Program (PLP) and its pilots, SBAExpress and CommunityExpress, have expanded substantially in recent years.  They now include more than 500 lenders, most with multi-district status, and they make up a substantial portion of the Agency’s loan volume.

During this period of rapid growth and expansion by lenders into multi-district areas, it has been difficult to hold lenders to a uniform national standard while maintaining the individual district’s preferences and reinforcing their relationships with PLP lenders. Therefore a new system has been devised to assist in this process.  

The attached “Lender Evaluation Worksheet” (“the Worksheet”) is a formula-driven spreadsheet to be used by field offices in making their recommendations regarding PLP, SBAExpress or CommunityExpress status for lenders.  The Worksheet standardizes the analysis of lenders’ performance, provides an early warning system that can be used in lender oversight, and reinforces the relationship of district offices with PLP lenders.

Starting immediately, field offices will use the Worksheet to make their recommendations as to whether a lender should have its PLP, SBAExpress or CommunityExpress status renewed or extended or its PLP status expanded.  The Worksheet also must be a part of a district’s PLP or SBAExpress nomination package.

For a district with a branch, the district director may delegate duties regarding PLP lenders’ status in the branch to the branch manager. The district must send the Sacramento Loan Processing Center (“the Center”) a copy of the written delegation.  For branch managers with delegations, all references below to “district director” include the branch manager.

How to Use the Worksheet
There is one Worksheet titled “For Renewals and Expansions” (“the Renewal Worksheet”) and one Worksheet titled “For Nominations and Extensions” (“the Nomination Worksheet”).  Each Worksheet is divided into six sections—compliance, lending, credit, early warning/trend analysis, marketing and economic development.  Instructions appear as a pop up message when an element or field is highlighted by the cursor.

The district fills in the information required by the Worksheet.  Except for the marketing section, the non-PLP loan review element of the Compliance Section, and the processing/liquidation and closing assessments in the credit section, the Center will supply the required data to the district.

Each section awards a maximum number of points.  On most issues, points are automatically awarded based on formulas built into the Worksheet program.  In a few areas, the district director must make an assessment and determine the points to award.  The pop up messages explain how to do that.  In certain areas where stated in the Worksheet, the district director must add a narrative.

A total of 100 points is possible.  The number of points awarded, combined with the lender’s last PLP review rating, determines the district’s recommendation. The Formula Sheet, attached to the Worksheet, further explains the scoring process.

If a district director wants to make a recommendation other than that determined by the Worksheet, there must be a strong written justification.  (For example, a lender may receive a high score, but the district knows that all of the PLP staff has just been fired; or a lender may receive a low score, but the district knows that it was affected by a recent disaster or an economic downturn in the area.)  The AA/FA then will consider the written justification.  It is expected that recommendations conflicting with the Worksheet will be very rare.

Renewals and Expansions

A lender must score 75 or more points for the recommendation to be positive for renewal or expansion.  In addition, the lender must have an acceptable PLP review rating for renewal or expansion.  If the score is 75 or above and the lender’s last PLP review rating was substantially or generally in compliance, the recommendation is for a 2-year renewal or for approval of expansion.  If the score is 75 or above and the lender’s last PLP review rating was minimally in compliance, the recommendation is for a 1-year renewal or for denial of expansion.  If the score is 75 or above and the lender’s last PLP review rating was not in compliance, the recommendation is for a 6-month renewal or for denial of expansion.  If the score is 75 or above and the non-compliant lender was found to be still not in compliance at its re-review, the recommendation is for non-renewal or no expansion.

While lenders are becoming familiar with this process and becoming aware of the performance required for renewal, there will be a temporary reduction in the points required for renewal.  For the lender’s first renewal following the date of this Notice, provided the renewal occurs within 2 years of September 1, 2000, a score of 65 points or more will result in a recommendation for a 2-year renewal.  The additional requirement as to the review rating still remains as stated above.

Nominations and Extensions
Since nominations and extensions apply to non-PLP lenders, these lenders will have no PLP loans and no PLP review.  Therefore, the Nomination Worksheet does not have those categories.  The point values of the remaining categories are correspondingly increased.  

A lender must have a score of 75 or above for the district to nominate it for PLP status. For extensions, the district must complete a Renewal Worksheet for each existing PLP lender and a Nomination Worksheet for the lender seeking PLP status.  All of the Worksheets must result in scores of 75 or above for the district to recommend the extension. In addition, the existing lenders must have ratings of substantially or generally in compliance on their last PLP review for the district to recommend the extension.

The lender also must have approved a minimum number of loans for the district to nominate it for PLP status or to recommend an extension.  For small market districts, the lender must have approved 6 loans over the last twenty-four months; for medium markets, the lender must have approved 12 loans; and for large markets, the lender must have approved 18 loans.

As with renewals, there will be a temporary reduction in the points required for approval of nomination or extension while lenders are becoming familiar with this process.  For 1-year from September 1, 2000, a score of 65 points or more will satisfy the requirement for a nomination or for recommendation for extension.  The additional requirement as to the minimum loan volume still remains as stated above.

Review by Region

After the district has completed any Worksheet, it must forward it to the region for review and initial by the regional administrator.  The regional administrator should be provided 3 business days to complete its review.  Despite any action or lack of action by the regional administrator, the district must submit the Worksheets and its recommendation to the Center by the deadlines specified by the Center.

Procedure for PLP, SBAExpress and CommunityExpress Renewals

The Center automatically starts the renewal process for a PLP, SBAExpress and/or CommunityExpress lender a few months prior to the expiration of the lender’s status.  As part of the information it gathers, the Center contacts the districts where the lender has PLP status, provides them with performance data regarding the lender, and asks for their recommendations about renewal.

When the Center contacts a district, it will provide the district the performance data required to use the Worksheet.  The district will respond within the time specified (generally two weeks) by completing and forwarding the Worksheet to the Center.  If a district does not respond, the Center will provide a reminder at the end of the time period and request an immediate response.  The Center will compile the Worksheets received from the districts and provide the compilation, along with its analysis of other relevant information, in a memo to the AA/FA, with copies to the Offices of Lender Oversight and Field Operations.  The Center will note if any districts did not respond to requests for input.

The AA/FA will make a decision based on the recommendations in the Worksheets and all relevant information regarding the lender—such as IG investigations, regulatory status, or performance with processing and servicing centers.  If a decision is made that conflicts with a Worksheet recommendation, the AA/FA will document the reasons for the decision on the memo.  If a district did not provide its Worksheet response, the lender will not be renewed for that area. The AA/FA will forward all decision memos to the Center.

The Center will prepare a letter advising the lender of the AA/FA’s decision.  If a decision conflicts with any Worksheet recommendation, the Center will immediately notify the affected district of the decision and the reasons documented for the decision and will not send out the decision letter until at least 48 hours after the notice to the district.

If the lender has an SBA lender liaison, the Center will forward the text of the letter to the Liaison, with copies to all districts where the lender has PLP status.  The liaison will place the text on its letterhead, sign the letter, forward the letter to the lender, and send a signed copy of the letter to the Center.

If the lender has PLP status in only one district, the Center will forward the text of the letter to the district. The district will place the text on its letterhead, have the letter signed by the district director, forward the letter to the lender, and send a signed copy of the letter to the Center.

If the lender has PLP status in more than one district and does not have an SBA lender liaison, the Center will send the letter to the lender under the Center director’s signature with copies to all districts where the lender has PLP status.

The Center will prepare a new PLP, SBAExpress and/or CommunityExpress agreement and forward it to the lender for signature. For lenders with a Liaison or with PLP status in only one district, the Center will send out the new agreements when it receives a copy of the notification letter to the lender signed by the liaison or the district director.  For lenders with PLP status in more than one district without a liaison, the Center will send out the new agreements with its notification letter to the lender. It is the intention of OFO eventually to appoint lender liaisons for each PLP lender. Once a lender’s status has expired, it may not make any PLP, SBAExpress or CommunityExpress loans until it has signed the new agreement and forwarded it to the Center.

District Communication with the Lender

After a decision letter has been sent to the lender as described above, the district directors involved in the action must meet with the lender and discuss their recommendations.

Procedure for PLP Expansions and PLP and SBAExpress Extensions

When a PLP lender sends a request to the Center for expansion into a new area or a holding company requests extension of PLP or SBAExpress status from one of its lenders to another, the Center will send a request for input to the affected districts.  The input request will include a summary of the lender’s request and relevant performance data.  The districts will use the Worksheet to make their recommendations.

The procedure for the Center’s memo, the AA/FA’s decision, and the notification letter are the same as for renewals above.  For expansions, no new PLP agreement is required.  The lender may begin making PLP loans in the expanded area when the Center sends out the approval letter (for multi-district lenders without a Liaison) or receives a copy of the signed approval letter from the liaison or the district director (for other lenders).  For extensions, the new lender may begin making loans when the signed agreement is received by the Center.

Procedure for PLP Nominations

When a district wishes to nominate a lender for PLP status, it will request performance data regarding the lender from the Center.  The Center will provide to the district the data required to fill in the Worksheet.  When the district submits the nomination to the Center, it must use the Worksheet in place of the written recommendation of the supervisors of the Finance, Portfolio Management, Liquidation and Legal Divisions and the 5-year portfolio data.  The nomination package still must contain the other items required by SOP 50-10(4) along with a letter from the lender certifying as to whether it currently is or in the past 2 years has been subject to an enforcement action by any of its state or Federal regulators or subject to any formal or informal agreements with any of its state or Federal regulators.

The procedure for the Center’s memo and the AA/FA’s decision is the same as for renewals above.  When the Center receives the decision, it will notify the district and provide the text of a letter approving or denying the nomination.  The district will place the text on its letterhead, have the letter signed by the district director, forward the letter to the lender, and send a signed copy of the letter to the Center.  For approvals, when the Center has received a signed copy of the letter from the district, it will send a PLP agreement to the lender. The new PLP lender may begin making loans when the signed PLP agreement is received by the Center.

Procedure for SBAExpress Nominations and Requests for Status
When a district nominates a lender for PLP status, it may include a request for SBAExpress status at the same time.  The district must include in the nomination evidence that the lender has met the special requirements for SBAExpress participation.  

When an existing PLP lender submits a request to the Center for SBAExpress status, the Center will contact the districts where the lender has PLP status, provide them with performance data regarding the lender, and ask for their recommendations about SBAExpress participation.  The districts must use the Worksheet as their response.  The procedure for the Center memo, AA/FA decision, notice to lender, and SBAExpress Agreement will be the same as that for SBAExpress renewals.

_____________________________

Charles D. Tansey

Associate Deputy Administrator 

      For Capital Access
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