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SBA Procedural Notice

g

11/5/96

 Set ExpDate"12/31/96" 12/31/96
TO:
All RAs; DDs; BMs; Field Counsels; Field Finance, USEAC,  PLP and LowDoc Loan Processing Centers, PLP Review Branch and Commercial Loan Servicing Centers Personnel; and Staff in the Offices of Field Operations, Financial Assistance, General Counsel, and International Trade
CONTROL NO.:
5000-676

SUBJECT:
Expansion of CommunityExpress Pilot Loan Program to Non-PLP Lenders
EFFECTIVE:
7-28-00

The SBA, in cooperation with the National Community Reinvestment Coalition (NCRC), is expanding the CommunityExpress Pilot Loan Program to additional lenders.  Under this pilot, designated 7(a) lenders are authorized to participate in a program designed to increase SBA lending to New Markets small businesses.  This program will share elements of both the SBAExpress and Microloan programs.

The National Community Reinvestment Coalition is a non-profit trade association comprised of about 700 dues-paying community development and advocacy groups.  Members are involved in, and committed to, revitalizing distressed communities.  NCRC’s mission is to ensure fair and equal access in these communities to credit, capital, and banking products and services.  

The CommunityExpress Program developed from the recognition by SBA and the NCRC that a number of segments of the small business community continue to have difficulty accessing capital from traditional lending markets.  These businesses are SBA’s New Markets.  Under Community Express, lenders must specifically identify the geographic markets they intend to service prior to submitting loan applications.  These markets must be Low or Moderate Income (LMI) urban or rural areas or, if not, they must be specific areas identified by zip code, census tract, or other geographic identifier and accompanied by a justification as to why the area should be served by Community Express.  Community Express lenders may also serve borrowers outside pre-designated areas if the applicants fit the SBA’s identified New Markets small businesses.  (New Markets are current and prospective small businesses owned by minorities, women, and veterans who are underrepresented in the population of business owners compared to their representation in the overall population, and businesses located or locating in Low and Moderate Income urban and rural areas.)  

Under CommunityExpress, participating lenders will be authorized to adopt the streamlined and expedited loan processing and approval procedures of the SBAExpress program to serve New Markets small businesses with loans up to $250,000.   Participants will thus be allowed to use, to the maximum extent possible, their own loan analyses, processing procedures, and documentation.  Participants must, however, continue to follow their established and proven internal credit review and analysis procedures for loans of similar size and type made without the government guaranty. 

CommunityExpress lenders will use the abbreviated SBAExpress/CommunityExpress loan application, which will be submitted to the Agency’s centralized processing facility in Sacramento.  The processing center will determine the borrower’s eligibility and issue an SBA loan number (usually within 36 hours), but will not perform any additional credit analysis.  (More complex loans and loans falling outside CommunityExpress program eligibility will be handled by SBA district offices using regular 7(a) loan processing procedures.)  Like SBAExpress, CommunityExpress participants will service and liquidate their loan portfolios using generally accepted commercial banking standards employed by prudent lenders.  Routine Community Express loan servicing and liquidation issues will be handled by the Little Rock and Fresno Servicing Centers, but all purchases will be handled by Fresno.   

Although the CommunityExpress program is similar in many ways to SBAExpress, recognizing the problems and challenges faced by New Markets small businesses, CommunityExpress differs from SBAExpress in some significant ways.  Both SBA and the NCRC believe that technical assistance is often crucial to the success of New Markets small businesses.  As a result, technical assistance is a major component of the Community Express program.  Borrowers can receive both pre- and post-loan closing technical and management assistance from local non-profit providers.   Technical assistance will be arranged and, as appropriate, paid for by CommunityExpress lenders.  NCRC will coordinate and evaluate the technical assistance in cooperation with the lenders and the SBA.  As discussed further in the enclosure from the NCRC, CommunityExpress participants are required to develop a relationship and a signed agreement with a local technical assistance provider and coordinate that agreement with NCRC before CommunityExpress loans will be processed.  (Technical assistance providers are encouraged to become NCRC members.) 

To encourage participating lenders to more aggressively address the needs of New Markets small businesses, and to offset some of the additional cost to lenders for providing technical assistance, SBA’s percent of loan guaranty under CommunityExpress will conform to standard 7(a) practice.  (SBA currently guarantees up to 80 percent for loans of $100,000 or less, and up to 75 percent for loans over $100,000.)  This contrasts with SBAExpress, which carries a maximum SBA guaranty of 50 percent.  In addition, the maximum loan amount under CommunityExpress will be $250,000, as contrasted with the SBAExpress maximum of $150,000.

The SBA, NCRC, and several NCRC affiliated lenders initiated the CommunityExpress pilot with about ten lenders in May of 1999.   SBA is now opening the program to additional lenders, both Preferred Lender Program (PLP) and selected non-PLP lenders that continue to meet the eligibility requirements for the SBAExpress program.  We will forward additional information to eligible PLP lenders and will invite them to participate.  Please note that there are some SBAExpress lenders that no longer meet the original participation requirements for SBAExpress. While we may not remove them from SBAExpress at this time, they are not currently eligible for the CommunityExpress program.    

As with the SBA’s expansion of the SBAExpress program, we are offering CommunityExpress to selected non-PLP lenders in those districts with limited PLP activity.  The 35 offices (see Enclosure I) that derived 20 percent or less of their loan volume from the PLP program will again be authorized to nominate up to two non-PLP lenders for participation in CommunityExpress.  These CommunityExpress nominees may be existing SBAExpress participants or other non-PLP lenders, but each must have: 

(1)  Participated with SBA for at least the last three years; 

(2)  Processed at least three SBA loans per year for each of the last three years; 

(3)  Been reviewed and received an acceptable rating as a result of an SBA lender review (by headquarters or the field office) in the last year; 

(4)  A currency rate (by dollars of all loans) equal to or greater than 90 percent for the past three years (excluding CommunityExpress loans);

(5)  Remained current in filing required 1502 reports;

(6)  Remained current in remitting required guaranty and servicing fees; and,

(7)  Remained in good standing with their regulatory authorities.

Please use Attachment II to make your nominations and be sure to include all requested information, including the identification of targeted markets.  As noted on that attachment, various MIS reports/screens are to be used to determine currency in an individual lender’s 1502 reporting, guaranty fees, servicing fees, and loan portfolio. Please fax or e-mail your non-PLP lender nominees to the attention of Charlie Thomas by August 31, 2000. (Fax number: 202-205-0617.) 

In considering lenders for this program, please emphasize to prospective participants that loan recipients must be current and prospective small businesses owned by minorities, women, or veterans, or businesses located or locating in Low and Moderate Income or high minority urban and rural areas.  

Please also note that lender arranged T/A is integral to the program.  The NCRC will assist lenders to identify qualified T/A providers, and all T/A provider agreements are to be coordinated through the NCRC CommunityExpress program manager (Suite 540; 733 15th Street, NW; Washington, DC 20005; Phone #: 202-628-8866.) 

However, SBA field offices also have extensive experience with both T/A providers and the lenders participating in CommunityExpress. In many cases this experience will be instrumental in the lenders’ development of effective T/A providers.  Please follow up with your lenders and ensure qualified and committed T/A providers are in place and effective T/A agreements are signed. Also, to the extent possible, please monitor the quality of the technical assistance provided, as the SBA and the NCRC will evaluate to quality and impact of the T/A provided under this program. 

__________________________

Jane Palsgrove Butler

Associate Administrator

     for Financial Assistance

Expires: 7-1-01

Enclosure I

SBA DISTRICTS WHERE 20 PERCENT OR LESS

OF LOAN VOLUME IS DERIVED FROM

PLP LENDERS

Fargo
Concord

Augusta
New Orleans

Jackson
Kansas City

Des Moines
Louisville

Sioux Falls
Boise

Cedar Rapids
Honolulu

Anchorage
Madison

Wichita
El Paso

Clarksburg
Charlotte

Syracuse
Nashville

Little Rock
Pittsburgh

Lubbock
Cleveland

Buffalo
Montpelier

Providence
Albuquerque

Casper
Baltimore 

Birmingham
Spokane

Helena
St. Louis

Omaha


Enclosure II

Non-PLP Nominees for Community & SBAExpress Programs
SBA Office:


Name of Lender:


FERS Number:


Address:


Lender Contact Name:


Lender Contact Telephone:


Lender Contact Fax:


Lender Contact E-mail:


Years Participated w/SBA:


Number of Loans Approved FY 1997


Number of Loans Approved FY 1998     


Number of Loans Approved FY 1999



Date Last Reviewed:


Review Rating:


Most Recent Loan Currency Status




Current in 1502 Reporting

__________YES

Current in Remitting Gty & Servicing Fees

__________YES

Territory(ies) in which lender plans to offer program
Planned T/A provider for each territory (if CommunityExpress lender) 












District Director Signature/Date:
__________________________________

Note: Nominees are to be faxed to Charlie Thomas on 202-205-0617.

� District Offices identified during expansion of SBAExpress program as having limited PLP activity -Based on PLP activity through December 1998.


� Currency data should be available through Cognos – Local IRM staffer can assist. 


� As available from PMGI report 011 


� As available from PMGI report 23
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