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Introduction

The SBA is extending and enhancing the SBAExpress Pilot Loan program.  Under SBAExpress, selected lenders are allowed to use mostly their own forms, procedures, and analyses to process SBA loan applications on an expedited basis through the Sacramento PLP Center.  We have decided to extend SBAExpress as a pilot through September 30, 2005, and to make it available to most SBA lenders as well as some lenders not currently participating with the Agency.  We are also enhancing SBAExpress by making it a more appealing loan product for borrowers and lenders and by further streamlining its loan processing requirements and procedures.  These revisions are designed to substantially increase the number of lenders that offer SBAExpress and the number of small loans approved by the Agency.   

Key Features of the Enhanced SBAExpress
The following summarize the program’s major revisions and enhancements:

· SBAExpress includes a major new emphasis on increasing the numbers of small SBA loans, particularly loans of $50,000 or less.

· It will be opened up to many additional lenders; as many as 2,400 SBA lenders previously not meeting minimum SBAExpress volume requirements will be eligible. (These lenders must continue to meet an 85 percent currency rate requirement on SBA loans, be in good standing, etc., to be eligible.)

· The program will be offered to lenders not formerly participating with SBA, if they meet certain eligibility requirements. 

· The maximum loan amount for SBAExpress will be increased to $250,000.

· Lenders will be allowed to charge up to 6.5 percent over prime rate for loans of $50,000 or less and up to 4.5 percent over the prime rate for loans over $50,000. 

· SBA will expedite purchases of all SBAExpress loans with remaining balances of $50,000 or less, all Export Express loans, and all SBAExpress loans where liquidation may be delayed. 

· Lenders may opt to have Treasury liquidate all SBAExpress loans with remaining balances of $50,000 or less, if there is no bankruptcy, foreclosure or cross-collateralization with another SBA loan.

· Qualified lenders will be authorized to make SBA eligibility determinations. 

· Most SBAExpress loan applicants will be required to sign just one two sided SBA form, which is retained by the lender and is not sent on to the Agency. 

· Qualified lenders will be required to forward only a single page of borrower information to the Agency. 

Participation Requirements for Existing SBA Lenders 
We will open SBAExpress to those SBA lenders that previously did not meet the Agency’s minimum SBA loan volume requirements.  This will allow many small and/or rural lenders access to the streamlined and expedited processing procedures available under SBAExpress.  However, in opening the program to these lenders, it is critically important that SBA field offices, particularly the Lead SBA Offices, work closely with these new participants to ensure they are fully familiar with SBAExpress program requirements.  To be eligible to participate in SBAExpress, these lenders must:   

· Have achieved at least an 85 percent currency rate on their SBA 7(a) portfolio (excluding CommunityExpress loans) for the last 3 complete fiscal years plus the elapsed portion of the current fiscal year (lenders achieving at least an 85 percent currency rate may be approved for up to a 1 year term, while lenders achieving a 90 percent currency rate may be approved for up to a 2 year term); 

· For lenders regulated by a federal/state oversight authority, be in good standing with their primary regulator and currently have no enforcement actions or agreements with their regulators that are unacceptable to SBA;

· Have been reviewed by SBA in the past year and received an acceptable rating; 

· Have received no major substantive objection from its Lead SBA Field Office; 

· Have the concurrence of the Office of Lender Oversight;

· Be current in filing SBA required 1502 reports; and,

· Be current in remitting required SBA guarantee and servicing fees. 

Participation Requirements for Existing SBAExpress Lenders

Existing SBAExpress lenders do not need to re-qualify for SBAExpress, but they do need to continue to meet the above requirements to retain eligibility when their current SBAExpress term expires.  However, if existing SBAExpress lenders seek authority to make SBA eligibility determinations pursuant to SBA Notice 5000-804, they must have: (1) Processed at least 25 SBA loans in SBA’s most recent fiscal year; (2) Received a positive recommendation for eligibility authority from their Lead SBA Office; (3) Received a lender review in the last year; 

(4) Received an acceptable rating as a result of that review; (5) Achieved an acceptable performance on the eligibility portion of that review; and, (6) Have the concurrence of the Office of Lender Oversight.  Lenders interested in requesting authorization to make SBA eligibility determinations should forward their request to Richard Taylor, Director, Sacramento Loan Processing Center, 501 I Street, Suite 12-100, Sacramento, CA  95814-2322 or fax to (916) 930-2160. 

Participation Requirements for Non-SBA Lenders 

SBA is also opening SBAExpress to all lenders not currently participating with SBA, provided that they:

· Have significant experience processing smaller size business loans;

· Are in good standing with their primary federal/state regulator; 

· If a bank or thrift institution, have at least 20 commercial or business loans for $50,000 or less outstanding for the date closest to its fiscal year end;

· If an institution other than a bank or thrift, show at least 20 commercial or business loans for $50,000 or less outstanding for the date closest to its fiscal year end; 

· Have received appropriate training on SBA’s policies and procedures - Again, it is critically important that SBA field offices, particularly the Lead SBA Offices, work closely with these new SBA lenders to ensure they are fully familiar with SBA’s requirements;

· Have the concurrence of the Office of Lender Oversight; and,

· Have no major substantive objections from the field office covering the territory where the lender is headquartered.  

However, due to the potential broad reach of their marketing and promotional practices, many of these prospective new SBA lenders could generate significant volumes of SBA loans.  As a result, we will limit these lenders’ SBAExpress loan volumes until we can analyze their implications for the Agency’s lending authority and the underlying quality of their SBAExpress portfolios.  We will thus limit lenders not currently participating with SBA to a yearly maximum of $25 million of SBA lending authority in their initial years of participation.  During this period, the OLO will conduct a review of their operations and assess their performance.  OFA will thereafter authorize higher volumes as appropriate based on available information.     

Rollout Plans for the Program 

Concurrent with the effective date of this notice, OFA will fax the enclosed letter to what our records show as eligible SBA lenders.  However, due to continuing personnel changes and mergers in the banking industry, we cannot be certain our lender records are complete.  As a result we would strongly recommend SBA field offices follow-up on a local basis.  The enclosed letter may be adapted and used to contact local lenders as deemed appropriate by the field.   

New SBAExpress lenders seeking SBAExpress authority should forward their intentions to Richard Taylor, Director, Sacramento Loan Processing Center, 501 I Street, Suite 12-100, Sacramento, CA  95814-2322 or fax to (916) 930-2160.  Questions regarding this notice may be forwarded to Charles.Thomas@sba.gov.

__________________________________

James E. Rivera 

Associate Administrator 

     for Financial Assistance

Attachment 

Expires: 7-01-2003 
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