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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.:
	5000-913

	SUBJECT:
	 Microloan Program Lending for FY 2004

	EFFECTIVE:
	3/22/2004


Introduction
Under the Microloan Program, SBA makes large loans to community based non-profit microloan intermediary lenders (Intermediaries), which in turn provide microloans to small businesses that need small amounts of financial assistance in the Intermediaries’ local areas.  In addition, SBA provides grant funding to eligible intermediaries to meet, in part, the Agency's requirement that training and technical assistance (T/A) be provided to existing and potential microloan borrowers.  SBA also provides grants to Non-Lending Technical Assistance Providers (NTAPs) to support, in part, their efforts to help low-income individuals obtain private sector funding at micro-levels.  SBA’s approval of Microloan Program loan and grant funding has been delayed in FY2004 due to extended budget discussions and SBA’s operation under a Continuing Resolution.  That process has been completed and SBA is now moving forward to approve Microloan Program loan and grant funds as set forth below.
Change in Grant Funding for Microlenders and Non-Lending Technical Assistance (T/A) Providers for FY 2004
Historically, SBA has awarded grant funding to Intermediaries based solely on the amount of debt owed to the Agency.  However, SBA has concluded that this method does not adequately account for an Intermediary's needs, more accurately reflected by the number of small businesses actually assisted.  Consequently, for FY2004, SBA will allocate Microloan Program grant funds to eligible and performing Intermediaries and NTAPs based on the number of small businesses assisted in FY2003.  Due to statutory limitations, no Intermediary will receive a base grant of more than 25 percent of the debt it owes to SBA.  The base grant will continue to require a 25 percent match.  In addition, Intermediaries that meet the definition of a "specialized lender" (having an average microloan amount of $10,000 or less for the most recent five year period) will also receive a 5 percent adjustment ("bonus" grant).  The bonus grant does not require a match.  SBA has recently notified each Intermediary of the amount of its grant for FY 2004, how that amount was calculated, and the amount of the required match.  
SBA Will First Process New Loan Applications from Existing Intermediaries that Do Not Require Additional T/A Funding from SBA    
SBA will immediately process those applications for new microloan loan funds to existing Intermediaries that SBA has already received.  Intermediaries must provide a plan, acceptable to SBA, which ensures adequate T/A will be provided to its microloan borrowers without additional SBA grant funding.  Additional grant funding will not be provided because base grants for FY04 are calculated to allow each Intermediary to provide post-loan T/A to existing borrowers as well as pre-loan T/A to potential borrowers.  The maximum loan amount available will be $750,000, provided the total debt owed by the Intermediary under the Microloan Program does not exceed the $3.5 million ceiling.  

Priority of Intermediary Funding Following Applications Already Received from Existing Intermediaries.
SBA will next process applications from prospective Intermediaries serving Alaska, New Hampshire, Utah, and the U.S. Virgin Islands, because those areas are not currently served by SBA’s Microloan Program.  These organizations must provide a plan, acceptable to SBA, that ensures adequate T/A will be provided to SBA microloan borrowers without first year support of SBA grant funding.    
SBA will next process already received applications from prospective Intermediaries outside of Alaska, New Hampshire, Utah, and the U.S. Virgin Islands.  These prospective Intermediaries must also provide a plan, acceptable to SBA, that ensures adequate T/A will be provided to SBA microloan borrowers without first year support of SBA grant funding.    
Thereafter, SBA will process new requests from all other potential and existing intermediary lenders in the order they are received and only to the extent that each applicant can support its technical assistance programming without (for new applicants) first year support or (for supplemental funding requests) loan specific supplemental technical assistance support.   

Existing Intermediaries with SBA Guaranteed Lending Pilot Loans May Refinance with SBA Direct Loans
Any Intermediary Lenders that continue to participate in the Microloan Program Guaranteed Lending Pilot program are encouraged to 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 such loans will be made in accordance with the 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 will be taken into consideration for this year's grant level calculations.  Requests for such financing must be received by April 2, 2004 in order to be considered.  
Individuals with questions or concerns regarding this Notice should contact the SBA Microenterprise Development Branch at 202-205-6490.  

______________________

James E. Rivera

Associate Administrator

    for Financial Assistance





Expires: 3/1/2005




EXPIRES:
      PAGE 2
 


SBA Form 1353.2 (12-93) MS Word Edition; previous editions obsolete

Must be accompanied by SBA Form 58

Federal Recycling Program [image: image2.wmf] Printed on Recycled Paper
EXPIRES: 

PAGE 3 

SBA Form 1353.2 (12-93) MS Word Edition; previous editions obsolete

Must be accompanied by SBA Form 58

Federal Recyling Program [image: image3.wmf] Printed on Recycled Paper

[image: image2.wmf][image: image3.wmf]_1073727664.doc


�












