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SBA Procedural Notice

11/5/96

 Set ExpDate"12/31/96" 12/31/96
	TO:
	All Employees
	CONTROL NO.:
	5000-874

	SUBJECT:
	Modification of Loans to Microloan Program Intermediary Lenders 

	EFFECTIVE:
	6-18-2003 



Introduction

The SBA has determined that supplemental funding for direct loans made by SBA to microlenders under the Microloan program will no longer be effected via a 327 action, as formerly set forth in SBA Procedural Notice 5000-814, issued July 18, 2002.   Supplemental funding for these loans must be funded via a new note, and this notice establishes the procedures for executing a new note.  These procedures do not apply to loans made by private lenders to intermediaries and guaranteed by SBA under the Microloan Program Guaranteed Lending Pilot.
New Procedure 
The Microenterprise Development Branch (MDB) will continue to process supplemental funding requests from microlenders for loans made directly by SBA.  Upon approval, MDB will inform the appropriate District Director of the amount of the approval and, shortly thereafter, will notify the intermediary.   MDB will also provide instructions and documents to the district and the microlender appropriate to the closing of the new loan.  
SBA will establish a new loan number based on the most recently SBA issued old loan number; thereafter, the old number will be referred to as the "Parent" loan number.  The new loan number will be the same as the most recent old loan number, except for the last digit, which will change each time supplemental funding is approved.   This numbering system will notify the 
Agency accounting system that the new loan is a "sub" loan of the latest existing loan.  
As set forth in SBA Procedural Notice 5000-814, because we do not view supplemental funding as a new loan, intermediary lenders are not required to establish a new Microloan Revolving Fund (MRF) or Loan Loss Reserve Fund (LLRF) for each supplemental funding.  The MRF and LLRF accounts attached to the Parent loan should become security also for the supplemental funding, which is consistent with past procedures except that the accounts will now be security for both the parent and the sub-loan. 
Program Applicability  

These procedures apply to direct SBA loans made to intermediaries under the Microloan Program as follows:   

· New microlenders approved for direct funding on or after October 1, 2002; and,

· Existing microlenders approved for direct supplemental funding on or after October 1, 2002.

SBA direct loans to microlenders made prior to October 1, 2002 will continue through their existing maturity.  However, supplemental funding approved after October 1, 2002, will follow these new procedures, utilizing the most recently established loan number as the Parent, regardless of the age of the loan.  Also, while SBA similarly will fund multi-state microlenders,  SBA will continue to fund and maintain separate loans for each state in which a microlender operates.  

Effect on Microloan Revolving Fund and Loan Loss Reserve Fund accounts 

SBA will continue to require intermediaries to maintain a separate MRF and LLRF account for each “old” loan owed to SBA under the Microloan Program.  However, because SBA will identify supplemental funding approved on or after October 1, 2002, as sub-loans as described above, SBA will not require intermediaries to establish new accounts for each supplemental funding.  SBA now will deposit supplemental loan proceeds will now be deposited to the existing MRF account pertaining to the Parent loan and any sub-loans under that Parent.  Similarly, intermediaries will continue to use the existing LLRF account.  

Multi-state microlenders will continue to have multiple MRF and LLRF accounts to the extent that they will have different loans for each state in which they make microloans.  

MRF and LLRF account requirements for guaranteed loans will not be affected by these new procedures. 

Questions concerning this procedural notice should be forwarded to Jody Raskind, Chief, Microenterprise Development Branch, at 202-205-6497.

_______________________________

James E. Rivera

Associate Administrator

     for Financial Assistance

Expires: 6-01-2004 
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