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	TO:
	All SBA Employees
	CONTROL NO.:
	5000-879

	SUBJECT:
	Approval of New Microloan Program Intermediary Lenders 
	EFFECTIVE:
	7/24/2003


Under the Microloan Program, SBA makes loans and grants to community based non-profit organizations which, in turn, make microloans and provide technical assistance to women, low income, minority, veteran and other individuals in need of business based training and very small amounts of business capital.  During any year, existing intermediaries may apply for supplemental funding to maintain, or expand, their efforts under the Microloan Program.  In addition, organizations that have not previously participated may apply to become intermediary lenders.
When an organization is selected to become an intermediary lender, it is approved for loan funding, which it will re-lend in the form of microloans.  The organization is also approved for grant funding, which it will use to help defray the costs of providing technical assistance to current and prospective microborrowers.
SBA will not approve any new intermediary lender unless grant funding is available to assist with the costs of providing technical assistance from the outset of the lender’s participation, because SBA believes that technical assistance is key to the success of the microborrower and the reduction of program risk.  In addition, regulatory requirements hold that a newly selected intermediary lender may not receive any grant funding until its SBA loan is closed and at least partially disbursed.
Due to the levels of grant funding available this year, coupled with the timing of the year end closing procedures, SBA, at this time, is postponing the approval of any organizations as a new intermediary lender until after the FY2004 budget is released and funding is made available.  Approval of loan funding will continue for existing intermediary lenders as indicated in Procedure Notice Number 5000-864, issued on April 11, 2003. 
Thank you.

____________________

James E. Rivera

Associate Administrator

     for Financial Assistance



Expires: 10/1/2003
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