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SBA Procedural Notice

11/5/96

 Set ExpDate"12/31/96" 12/31/96
	TO:
	All SBA Employees, Microloan Intermediary Lenders


	CONTROL NO.:
	5000-864

	SUBJECT:
	 Microloan Program Lending for FY 2003


	EFFECTIVE:
	4/11/2003


Introduction
Under the Microloan Program, SBA makes large loans to community based non-profit organizations (intermediaries), which, in turn, provide microloans to very small businesses in the intermediaries' local areas.  In addition, SBA provides grant funding to intermediaries to meet, in part, the Agency's requirement that training and technical assistance (TA) be provided to existing and potential microborrowers.

The funding levels for the SBA's Microloan Program for FY2003 have been finalized.  Although there is substantial loan funding available, there is a limited availability of grant funding for FY2003.  As a result, the Agency has limited the allocation of TA funds this year.  The agency has allocated TA grant funds to existing intermediaries based on their outstanding loan balance as of March 1, 2003.  Applications for new loan funds and any remaining TA funds will be handled as set forth below.
Requests Already Received from Microlenders 
SBA will first process those applications for new loan money that we have already received.  Because of limited grant funds for TA, SBA will process and provide new loan funds to those approvable microloan applications from existing SBA intermediary lenders who have provided an acceptable plan to involve other technical assistance providers and propose to provide the required technical assistance without the support of new SBA grant funding.  Intermediaries must be able to clearly demonstrate that they will be able to continue to provide technical assistance to their microborrowers under their plan for technical assistance.    The maximum loan amount available is $750,000, provided the total debt owed by the intermediary under the program does not exceed the $3.5 million ceiling.  
Because of limited TA assistance funds, requests for new loans already received from existing micolenders that require SBA technical assistance grants will be processed after requests from new intermediary lenders serving areas not currently served by the SBA Microloan Program.  See below.
Requests from New Intermediary Lenders Serving Areas Not Currently Served by the SBA Microloan Program
Because there are no microlenders serving Alaska, New Hampshire, Utah, and the U.S. Virgin Islands, SBA will give priority to applications received from intermediaries serving these areas.  To receive this priority, the Microenterprise Development Branch at SBA Headquarters  must receive these applications by COB April 30, 2003.        
To the extent grant funding is available, financial assistance for TA will be provided in the form of a grant of 15 percent of the requested loan amount, not to exceed $30,000 in SBA grant funds.  This amount of TA funding will generally support a maximum loan amount of $200,000.  New intermediaries serving these areas will be approved for new loan funds up to this maximum loan amount if their plan for technical assistance includes only SBA grant 
funding. For loan requests over $200,000, the new intermediary must provide the agency with an acceptable plan to involve other technical assistance providers that clearly demonstrates they will be able to continue to provide technical assistance to their microborrowers.  The intermediary must be able to provide the required technical assistance for loan amounts exceeding $200,000 without the support of new SBA grant funding.  Again, the maximum loan amount available is $750,000, provided the total debt owed by the intermediary under the program does not exceed the $3.5 million ceiling.    
In addition, no grants to new intermediaries can be approved until the loan is closed and a loan disbursement has been made from SBA to the new intermediary.  Therefore, any loan to a new intermediary must close, and be at least partially disbursed, by August 15, 2003 in order for them to receive a grant this fiscal year.  
After April 30, applications from these geographic areas will be considered along with other requests from new and existing microlenders.
All Other Requests from New and Existing Intermediary Lenders
SBA will next process those approvable new loan applications already received from existing microlenders which require SBA grant funding and thereafter, new requests from all other potential and existing intermediary lenders.  Again, because of limited TA funding, the Agency will approve these loan applications only to the extent that SBA grant funding is available to support TA funding at a level of 15 percent of the loan amount to a maximum of $30,000.  This will generally limit the amount of SBA's loan to the intermediary to $200,000.  However, if existing intermediaries can demonstrate that they are able to provide technical assistance without SBA grant support for loan funds in excess of $200,000, they may borrow up to a maximum of $750,000 from SBA.   New loans (and technical assistance grants to the extent funds are available) will be processed and approved on a "first-come, first-served" basis.

Existing SBA Intermediaries with SBA Guaranteed Lending Pilot Loans May Refinance with SBA Direct Loans
Existing intermediaries participating in the Agency's Microloan Program Guaranteed Lending Pilot program may refinance their SBA guaranteed loans with Microloan Program Direct Loans.  Intermediaries interested in such refinancing should submit a letter to the Chief of the Microenterprise Development Branch indicating which loans (including the loan number) are to be refinanced.  Loans for the refinancing of Guaranteed Pilot debt will be made in accordance with loan terms for Microloan Program direct loans.  The maximum term will be ten years, interest will be charged over the life of the loan at the current prevailing rate and repayment will begin on the 13th month of the loan.  Appropriate buy downs will be applicable as will Microloan Revolving Fund and Loan Loss Reserve Fund requirements.  Such refinancings will not be accompanied by additional grant funding this year, as the existing debt has already been taken into consideration for this year's grant level calculations.

Contacts for Additional Information
Individuals with questions or concerns regarding this Notice should contact the SBA Microenterprise Development Branch at 202-205-6490 or the individual indicated below based on location:

Contact

Phone Number
For the following Jurisdictions
Justine Alston

202-205-7623

AZ, DC, MN, NY, PR, and Northern VA

Sharon Cheeks
202-205-6493

NJ, NV, IN, IA, ND, NE, GA, MA, MT

Jaunice Cromer
202-401-1469

AK, AR, CA, CT, HI, ID, NM

Anita Jacobs

202-205-7609

AL, DE, KS, KY, MD, MI, WV, MP

Barbara Jones

202-205-7550

Springfield MA, OH, OK, OR, RI, TN, VA 

(except Northern VA), WI (except I-7 and LNRC)

Andean Lewis

202-205-7698

CO, FL, ME, NC, SC, TX, VT, SD

Margie Rich

202-205-7512

LA, MA (except Springfield), MO, PA, 

WA, WY, WI (I-7 and LNRC)

______________________

James E. Rivera

Associate Administrator

    for Financial Assistance
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