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SUBJECT:
Clarification of Policy Notice 5000-673 – Expansion of Allowable Uses of Microloans
EFFECTIVE:
9-14-00

Introduction:

On July 18, 2000, SBA issued Policy Notice 5000-673.  Since the issuance of that policy, SBA has received a number of questions about how the Agency defines private sector lenders and the issue of lien positions.  This Notice will clarify the definition of private sector lenders.  This Notice will also clarify the issue of lien positions in regards to microloans and SBA loans to intermediary lenders.

Clarification of “private sector funds”:

For purposes of Policy Notice 5000-673, “private sector funds” include funds from any non-Federal source.  This may include funds loaned by the intermediary from a non-Federal pool of funds that is separate and distinct from any SBA Microloan Revolving Fund or Loan Loss Reserve Fund operated by the intermediary.  Community Development Block Grant funds are not considered to be Federal funds for purposes of the Microloan Program.

Clarification of lien position requirements:

To clarify SBA’s requirements regarding lien positions, the final paragraph of Policy Notice 5000-673 is deleted in its entirety and replaced with the following:

This Policy Notice does not affect the intermediary’s responsibility for full repayment of its debt to the SBA Microloan Program.  Nor does it affect SBA’s policy of non-interference in credit decisions.  Individual microlenders will continue to be responsible for the individual loan collateral and other credit decisions.

____________________

Jane Palsgrove Butler

Associate Administrator

     for Financial Assistance 
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