SBA Information Notice

TO:
All RAs; DDs; BMs; Field Counsels; All Finance Staff, USEAC,  CONTROL NO.:
5000-632

              PLP and LowDoc Loan Processing Centers, PLP Review Branch, 

              Commercial Loan Servicing Centers; Offices of Field Operations, 

              General Counsel, and International Trade


 SUBJECT:
 Correction to Procedural Notice 5000-630
 EFFECTIVE:
11/1/99
This notice is to correct the PowerPoint Presentation attachment to Procedural Notice 5000-630, Marketing the Y2K Action Loan Program, effective October 12, 1999.  Slide 18 of the PowerPoint Presentation has been revised to reflect the appropriate loan amount.  Slide 18 originally indicated that a borrower with an existing 7(a) loan of $500,000 was eligible to receive up to an additional $500,000 in a Y2K loan.  This is incorrect and the slide now reflects the corrected gross loan approval amount of approximately $735,000.  

Using the example from slide 18, a $500,000 loan with a 75 percent SBA guaranty creates a SBA share (exposure) of $375,000.  The Y2K Action Loan Program allows a maximum SBA exposure of $1,000,000 when the borrower has an existing SBA 7(a) loan.  Disaster loans are not included in this calculation. The Y2K Action Loan Program allows for up to an 85 percent guaranty on loan amounts over $100,000.  Since the existing loan has a SBA exposure of $375,000  ($500,000 x 75% = $375,000), the remaining maximum SBA exposure available for a Y2K loan would be $625,000 ($1,000,000 - $375,000).  This remaining exposure creates a maximum Y2K gross loan approval amount of slightly over $735,000 ($625,000/.85 = $735,294 or $735,294 x .85 = $625,000).  Therefore, the combined maximum gross loan approval amount for the two loans is $1,235,000 ($5000,000  + $735,000). 

Please replace the original PowerPoint with this latest version.   If there are any questions, contact Greg Diercks, Office of Financial Assistance, at gregory.diercks@sba.gov.

____________________

Jane Palsgrove Butler                                                                                                                                                      

Associate Administrator

  for Financial Assistance

Attachment

EXPIRES:  2/1/2000
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