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	TO:
	All Employees and SBA Lenders
	CONTROL NO.:
	5000-955

	SUBJECT:
	SBA Loans Allowed to For-Profit Subsidiaries of Not-For-Profit Organizations, Including Faith-Based Organizations
	EFFECTIVE:
	4/29/2005


This notice clarifies the eligibility of certain for-profit subsidiaries of not-for-profit organizations, including community and faith-based organizations, for financial assistance under these U.S. Small Business Administration (SBA) loan programs: 7(a); ; Certified Development Company (CDC); and, Microloan. (See 13 Code of Federal Regulations (CFR) § 120.110 (a)).
Pursuant to Executive Order 13342, signed by the President on June 1, 2004, the SBA was, among other things, directed to incorporate community organizations, including faith-based organizations, into the Agency’s programs and initiatives to the greatest extent legally possible.  As a result of that Order, SBA began working with its technical assistance grant recipients, including Service Corps of Retired Executives (SCORE), Women’s Business Centers, and Small Business Development Centers, to extend their technical assistance programs to not-for-profit organizations, including faith-based organizations.  The Agency is now clarifying that for-profit subsidiary companies of community and faith-based organizations may be eligible for SBA financial assistance.  

All SBA borrowers must meet certain eligibility requirements, which are set forth in the Agency’s regulations, found in subpart A of 13 CFR Part 120.  These regulations also prohibit SBA loans to several types of businesses, including not-for-profit businesses or businesses principally engaged in teaching, instructing, counseling or indoctrinating religion or religious beliefs, whether in a religious or secular setting.   

However, for-profit subsidiaries of not-for-profit organizations(including community groups  and faith-based organizations) that meet the Agency’s  eligibility requirements, including SBA’s size standards, are eligible for financial assistance under SBA’s 7(a), CDC and 

Microloan  programs, so long as these subsidiaries are not principally engaged in teaching, instructing, counseling, or indoctrinating religion or religious beliefs.  

Questions regarding this notice may be forwarded to Charles.Thomas@sba.gov on (202) 205-6656 or Joseph.Shattan@sba.gov on (202) 205-7316.
________________________________                              
_______________________
James E. Rivera                                                                        Joseph Shattan
Associate Administrator                                                           Director, Center for Faith-Based
     for Financial Assistance                                                       and Community Initiatives
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