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6-6-00

As you are aware, SBA is seeking to increase participation in the 7(a) program by Federal credit unions since many community-based credit unions can provide an additional source of potential financing for small businesses, particularly new market ventures.  

The purpose of this notice is to streamline the process required for these entities to apply to participate with SBA as 7(a) lenders.

After discussions with the National Credit Union Administration (NCUA), we have determined that some of the information currently required in connection with a lender’s application to participate in the 7(a) program is also required by NCUA and is verified by NCUA examiners.  Since a Federal regulatory agency is already reviewing these documents, it is not necessary for SBA to duplicate such review.

Therefore, 15 of the 21 items identified by SOP 50 10 4, Appendix 4, paragraph 4(c), will no longer be required from a regulated Federal credit union as part of its application to become a 7(a) participant lender.  Effective immediately, any Federal credit union regulated by NCUA that seeks to participate as a 7(a) program lender needs to submit only the following items:

1. A copy of its Charter, Articles of Incorporation, and by-laws.  This information will be used to determine if the credit union is geographically based and thus eligible for participation in the 7(a) program.  Because of SBA’s requirement that a lender provide open access to its services, employer-based and faith-based credit unions are not eligible;

2. A copy of its loan processing and servicing procedures.  These are necessary to insure that the credit union has procedures in place to appropriately handle loans used for business purposes;

3. A copy of the resolution of its board of directors designating the person authorized to submit the application for the credit union; 

4. A copy of its call report for the most recent quarter.  This will be used to evaluate the financial status of the credit union;

5. A description of the relationship between the credit union and any associates.  The definition of an associate of a lender is set out in the Code of Federal Regulations, 13 CFR 120.10(1).  Because of the way credit unions are structured, it is unlikely that a credit union applicant will have associates.  However, if there are associates, the credit union application must explain any relationship; and

6. Affirmation that the credit union is insured by NCUA.  

Except for the reduced paperwork requirements for credit unions, the field office must process an application from such entities in accordance with SOP guidelines.  When reviewing an application from a credit union, primary consideration should be given to the applicant’s commercial lending experience, particularly its ability to process and service business loans.  You should be aware that in some cases loans that have been made for business purposes may be carried on the credit union’s books as loans made to the individual credit union members, rather than as loans made to businesses.  If this situation exists, you should include these loans when evaluating the credit union’s capacity to make and service commercial loans.

If you have any questions regarding this Notice or the application process to be followed for lender applications from Federal credit unions, please contact John Wade at (202) 205-3647.

_____________________________

Jane Palsgrove Butler

Associate Administrator 

     for Financial Assistance

Expires: 6-1-01
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