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USER TIPS: HOW TO USE THIS DOCUMENT

SOP 50 10 6 contains the SBA’s participation requirements for 7(a) Lenders and Certified
Development Companies (CDCs), together known as “SBA Lenders,” and the policies and
procedures governing the 7(a) and 504 loan programs. The SOP is divided into two parts.

Part 1 contains SBA Lender participation and portfolio requirements. Here you will find criteria
for becoming an SBA Lender; types of delegated authority; a brief overview of how SBA
conducts oversight of SBA Lenders; processes for loan reporting, secondary market transactions,
loan transfers, and securitization.

Part 2 is divided into three sections.
Section A: Core Requirements for all 7(a) and 504 loans
Section B: 7(a) Loan Program requirements
Section C: 504 Loan Program requirements

Navigating the SOP in Microsoft Word

The SOP contains bookmarks and built-in style headings to enable easy navigation using the
Navigation Pane, which is a vertical panel on the left of the viewing screen. The Navigation Pane
looks like a table of contents. Clicking on a line will jump you to the corresponding section in the
SOP.

Hint 1: The sections expand and collapse by clicking on the arrows on the far left.

Hint 2: Clicking the “alt” and “left arrow” keys will return you to your original page when you
click on a hyperlink that redirects you to a different place within the SOP. You may need to click
your mouse once before you click the alt and left arrow keys.

Navigation Pane Expanded Navigation Pane Collapsed

4 Part Z 5BA Business Loan Requirements 4 Part 2: SEA Business Loan Requirements

4 Section A, Core Requirements for all 7(a) and 504 Loa [+ Sectiu::n A Core Requirements for al

4 Chapter 1: Primary Eligibility Requirements Includi O B e i Program Specil

A, Operating Business ) )
B. Organized for Profit I Section C. 504 Loan Program Specif
. Located in the United States
4 D, 5mall Under SBA Size Requirernents
1. Size Standards
2. When Applicant size is determined
3. Formal size determinations
4, Affiliation
5. Affiliation based on Management
6. Affiliation Based on Franchise, License, De
E. Demonstrate the Need for Desired Credit

e Method 1: “CTRLA+F” will launch a search screen. From here you can access the
Navigation Pane by selecting Headings. You can also type in a keyword search here.

e Method 2: From the menu bar at the top of the screen, select “View,” and then select the
“Navigation Pane” box in the “Show” group.
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PART 1: PARTICIPATING IN THE SBA 7(A) AND 504 LOAN PROGRAMS

This Part contains:

e Criteria for 7(a) Lenders and Certified Development Companies (CDCs) (defined in 13 CFR
120.10 as “SBA Lenders”) to participate in SBA lending programs;

The different types of delegated authority SBA grants to SBA Lenders;

How SBA Lenders maintain their participating status with SBA;

A brief overview of how SBA oversees its participating SBA Lenders; and

Lender financings and operations, including but not limited to 7(a) loan program secondary
market transactions, loan transfers, securitization, and Lender reporting.

SBA Lenders must act ethically and exhibit good character (13 CFR § 120.140). The SBA
Lender is responsible for the conduct of its Associates (including, but not limited to, Agents and
Lender Service Providers) and staff (including individuals or entities operating under an SBA-
approved professional services contract). SBA Lenders are required to notify SBA immediately
upon becoming aware of any unethical behavior by its staff or its Associates. Examples of
unethical behavior are found at 13 CFR § 120.140.

Exceptions to Policy: When the policy set forth in this Part does not adequately address the
unique circumstances regarding a particular matter, the SBA Lender may submit a request for an
exception to policy through E-Tran to the SBA loan processing center.

The loan processing center will analyze the request and make a recommendation to the D/FA for
504 loans and for 7(a) loans except Export Working Capital Program (EWCP), Export Express,
and International Trade (IT) loans or to the Director, International Trade Finance (D/ITF) for
EWCP, Export Express, and IT loans. The D/FA or D/ITF, or an individual acting in that
capacity, will make the final decision (with the concurrence of the D/OCRM for Export Express
loans).

The D/FA or D/ITF may not approve an exception to policy if such exception would be
inconsistent with a statute or regulation. This procedure may only be used in situations where a
minor deviation from standard policy is necessary for the specific situation. Exceptions to policy
will be considered on a case-by-case basis and the decision will only apply to the specific
request. The decision must be documented in the appropriate Agency loan file.
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SECTION A. 7(A) LENDER PARTICIPATION

CHAPTER 1: LENDER PARTICIPATION IN THE 7(A) LOAN PROGRAM

The 7(a) Loan Program is authorized by section 7(a) of the Small Business Act and is governed
by the regulations outlined in Parts 103, 105, 120, 121, and 134 of Title 13 of the Code of
Federal Regulations (CFR).

This multi-purpose business loan program is administered as a deferred participation program
where SBA guarantees a portion of the loan made by a Lender. The Lender initiates the loan to a
small business and, if the SBA agrees to guarantee the loan, the Lender funds and services the
loan. In the event of default, the Lender conducts the work-out or the liquidation efforts and the
Lender and SBA share in the loss, if any, in accordance with the percentage guaranteed by the
SBA.

Definitions applicable to this section can be found in 13 CFR §8103.1, 105.201, 120.10, 120.420,
and Appendix 3 of this SOP.

Types of lenders that may participate:
e The following lenders may apply to participate with SBA as a 7(a) Lender:

o Federally-regulated lenders, including those lenders regulated by Federal
Financial Institution Regulators (e.g., the Federal Deposit Insurance Corporation,
the Federal Reserve Board, the Office of the Comptroller of the Currency, the
National Credit Union Administration, and the Farm Credit Administration); and

o SBA Supervised Lenders:

= Non-Federally Regulated Lenders (NFRLs, including State-regulated
lenders without Federal deposit or share insurance protection; and

= Small Business Lending Companies (SBLCSs).
e The following lenders may not apply to participate with SBA as a 7(a) Lender:
o SBA-licensed Small Business Investment Companies (SBICs);

o Certified Development Companies (see 13 CFR 8§ 120.820(c), except with respect
to the Community Advantage Pilot Program); and

o Bank holding companies.

A. PROCESS TO BECOME A 7(A) PARTICIPATING LENDER
1. Federally-Regulated Lenders:

a. An institution that has Federal deposit or share insurance protection and is a State
or National bank, a State or federally-chartered thrift institution or a State or
federally-chartered credit union must submit a request in writing to the Lead
District Office (see definition in Appendix 3) serving the geographic area where
the lender’s principal office is located. With the exception of State-chartered
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credit unions, these institutions automatically comply with the Agency’s
examination and supervision requirements under 13 CFR § 120.410.

b. When a State-chartered credit union applies to become a participating Lender:

C.

If the credit union has Federal deposit or share insurance protection, it must
submit an application to the Lead District Office servicing the geographic
area where its principal office is located. The application must include:

a) The name and contact information for the credit union’s state regulator;
b) How often the credit union is examined by its state regulator;

c) Date of the last examination by the state regulator;

d) Evidence of good standing with the state regulator;

e) Evidence of the state regulator’s authorization for the proposed area of
operations;

f) A description of the credit union’s experience in commercial lending
including the dollar value and number of small business loans originated
over the past 12 months;

g) A list of personnel and a brief summary of staff with SBA lending
experience. If the credit union does not have staff with SBA lending
experience, provide a staff training plan for loan origination, servicing,
and liguidation;

h)  An operation plan detailing the nature of proposed SBA lending,
including detailed projections for the first 3 years as an SBA Lender;

1) SBA may request additional information.

If the credit union does not have Federal deposit or share insurance
protection, it must send to the Lead District Office the items required in
paragraph 2.b. below for Non-Federally Regulated Lenders.

The SBA counsel must review the application for legal sufficiency. As part
of that review, SBA counsel must determine that the credit union has the
authority to apply for participation with SBA and, specifically, that the
person who submitted the application has the authority to act on behalf of the
credit union. Applications submitted on behalf of a credit union by a Credit
Union Service Organization (CUSO) or Lender Service Provider (LSP) are
not acceptable.

iv. The Lead District Office must submit the application, any supporting

information, and SBA counsel’s review to OCRM at OCRM@sba.gov for a
written determination by OCRM regarding the State’s level of regulatory
supervision and examination.

A lender must be considered in good/satisfactory standing with its state regulator
and considered to be satisfactory by its Federal Financial Institution Regulator
(FFIR) as determined by SBA. For purposes of participation in the 7(a) program,
SBA considers a lender to be in good/satisfactory standing with its state/FFIR if it
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has satisfactory financial condition and satisfactory small business credit
administration and servicing policies, procedures, and practices. Accordingly, the
lender’s written request to participate must include a written statement that to the
best of its knowledge, the lender has satisfactory: i) financial condition (e.g.,
capital and liquidity); ii) small business credit administration policies, procedures,
and practices that it continues to adhere to in its operations; and iii) small business
servicing policies, procedures, and practices that it continues to adhere to in its
operations. When reviewing good standing or whether a lender is considered
satisfactory, SBA will look to see that a lender does not have significant
deficiencies or weaknesses in these areas. “Significant” may be evidenced by the
number or seriousness of the deficiencies, as determined by SBA in its discretion.
SBA will verify any good standing/satisfactory status statement where possible
with public (e.g., Cease and Desist Orders and Call Reports) and/or non-public
information from the lender’s primary and/or other regulators.

The Lead District Office must determine whether the lender meets the
requirements of 13 CFR § 120.410 to be a 7(a) participant. If the Lead District
Office determines that the lender meets these requirements, it may enter into a
Loan Guaranty Agreement with the lender. The lender will sign an SBA Form
750, “Loan Guaranty Agreement (Deferred Participation),” and return it to the
Lead District Office for execution by the District Director or designee. Once the
SBA Form 750 is executed, the Lead District Office will add the Lender to the
SBA Partner Information Management System (PIMS), which identifies the
Lender as an SBA participating Lender. Note: The District Director or designee
must not sign the SBA Form 750 until after the Lender has signed the form and
returned it to the SBA. The Lead District Office will retain the executed SBA
Form 750 in the Lead District Office’s files.

2. Non-Federally Regulated Lenders:

a.

Non-Federally Regulated Lenders (NFRLS) are entities engaged in small business
lending that are subject to the oversight and supervision by a state regulator
authorized to evaluate the safety and soundness of its regulated members. These
entities operate without Federal deposit or share insurance protection (such as
Business and Industrial Development Companies (BIDCOs)). NFRLs are
authorized by the Administrator to make loans pursuant to section 7(a) of the
Small Business Act. NFRLs are subject to additional regulations specific to SBA
Supervised Lenders (see 13 CFR 88§ 120.460-120.465) as well as all other 7(a)
regulations specific to loan processing, servicing, and liquidation. NFRLs must
have internal controls that meet the requirements set forth for SBLCs in Chapter
2, Small Business Lending Companies, of this Part.

To become a 7(a) participant, the lender must submit an application containing
the information and documents specified below to the Office of Financial
Assistance (OFA) at 409 Third Street SW, Washington DC 20416, ATTN:
Director, Office of Financial Assistance. The applicant must submit two complete
binders of fully executed paper copies and one executed electronic scanned copy
(in pdf format) to OFA addressing each of the elements set forth below (“NFRL
Application”). The NFRL Application must be complete and organized in tabular
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format. Incomplete NFRL Applications will not be processed by SBA and will be
returned to the applicant. An applicant that submits an incomplete NFRL
Application (as determined by SBA) must wait 30 calendar days before

reapplying.

SBA reserves the right to deny any applicant requesting to become an NFRL in its
sole discretion. In addition to SBA’s evaluation of the elements required below,
SBA may consider risk factors in its evaluation of an NFRL Application. These
factors include, but are not limited to, historical performance measures (such as
default, purchase and loss rate), and other performance data or program integrity
concerns associated with the lender or its senior management team, along with
other relevant information (such as SBA-observed gaps in small business lending
not served by the existing 7(a) Lender population).

b. The Lender’s application must include:
i. Lender’s name, address, telephone number and email address;

ii. A copy of the lender’s organizational formation documents and bylaws filed
with the appropriate authority and certified by an appropriate officer of the
applicant;

iii. The identification of all classes of stock, partnership interest or members
interests, the rights and preferences accorded to these forms of ownership,
including voting rights, redemption rights, distribution rights and rights of
convertibility and any conditions for the transfer, sale, or assignment of such
interests;

iv. The lender’s proposed geographical area of operations, as authorized by the
lender’s state regulator;

v. A list of officers, directors, managing partners, managing members,
Associates (see Appendix 3, Definitions), and holders of 10% or more of any
class of the lender’s capital stock or ownership interest;

vi. An organizational chart showing all officers, directors, managers, and Key
Employees of the lender, which includes senior managers, members of loan
committees, and individuals who have a meaningful participation in the
direction of the operations, policies, or financial decisions of the lender,
including any relationships between the lender and any Associates;

vii. An executed SBA Form 1081, “Statement of Personal History,” and either
FBI Form ED-258 Applicant Fingerprint Form (fingerprint card) or
Electronic Fingerprint Submission (see definition in Appendix 3), each
signed and dated within 90 days of submission to SBA for:

a) Each officer, managing partner, and managing member of lender, and
all holders of 10% or more of any class of stock or ownership, limited
partnership, or member’s interest; and

b) Each director and Key Employee of the lender organization. Directors
and Key Employees must only submit either Form FD-258 (fingerprint
card) or Electronic Fingerprint Submission along with SBA Form 1081
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if the individual answered affirmatively to questions 10a, 10b, 10c, 11a,
and/or 11b on the SBA Form 1081.

A copy of the most recent audited financial statements of the lender;

A copy of the most recent audited financial statements on any entity, other
than natural persons, holding 10% or more of any class of the lender’s stock
or ownership interest;

An operations plan detailing the nature of the lender’s proposed loan activity,
the volume of activity projected over the first 3 years as a 7(a) Lender,
projected balance sheets, income statements and statement of cash flows of
the lender, with alternative profit and loss scenarios based on run rates
equivalent to 70% and 50% of projected loan activity, the type and projected
amount of financing needed to support its lending plan, along with a
discussion of lender’s proposed wind-down plan in the event the lender
decides to leave the program;

A detailed analysis of the lender’s projected secondary market activities
during the first 3 years of operation, including a sensitivity analysis of the
effect any changes in premium from the sale of the guaranteed portion of 7(a)
loans in SBA’s secondary market may have on the lender’s prospective
earnings. The analysis must also include a description of the lender’s plans
(if any) to securitize or sell participations in the unguaranteed portion of 7(a)
loans;

If the lender intends to acquire any 7(a) loans, a written plan detailing the
extent of this acquisition activity in its operating plan, and how the lender
intends to manage the transition of the 7(a) loan portfolio;

A copy of the lender’s policies and procedures governing business loan
origination, servicing, and liquidation;

A copy of the lender’s internal control policies;

A certification that the lender will not be engaged primarily in financing the
operations of an Affiliate, as defined in 13 CFR 8§ 121.103 and 121.301.

A copy of the State or Federal statute or regulations governing the lender’s
operations, including those pertaining to audit, examination, and supervision
of the lender. Each lender bears the burden of demonstrating that it is subject
to continuing supervision by a State or Federal regulatory authority
satisfactory to SBA;

A copy of the latest report covering the examination of the lender, and/or any
regulatory orders if such reports can be released to SBA. If the report cannot
be released or the lender is newly formed and has not been examined by its
primary regulator include a statement to that effect;

xviii. A copy of the license, certificate, and/or charter, if any, issued to the lender

by a regulatory authority;
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xix. A certified copy of a Resolution of the Board of Directors designating the
person(s) authorized to submit the application on behalf of the lender;

xx. Disclosure of any and all actions, proceedings, investigations, or litigation,
pending or threatened, against the lender and/or its Associates, including
complete details of any actions disclosed; and

xxi. A written legal opinion of independent counsel (“Independent Counsel” is
counsel that is not an “Associate” of the lender under 13 CFR 8§ 120.10.),
satisfactory to SBA that addresses whether the lender:

a) Is duly formed, organized, and validly existing in good standing under
the laws of the State of its organization, and is in full compliance with
all Federal, State, and local laws in connection with the formation and
organization of the lender;

b) Has the power, legal right, and authority to conduct business in the
lender’s proposed operating area; and

c) Isin full compliance with all appropriate Federal and State securities
laws.

Once received, the D/FA or designee, in consultation with the Director, Office of
Credit Risk Management (D/OCRM), makes the final determination on the
application and notifies the Lead District Office. If the application is approved,
the Lead District Office will send an SBA Form 750 to the Lender for signature
and return to the Lead District Office.

Note: SBA must not sign the SBA Form 750 until after the lender has signed the
form and returned it to the Lead District Office.

When the Lead District Office receives the SBA Form 750 signed by the Lender:

i. The District Director or designee will execute the agreement, and the Lead
District Office will send a copy of the executed agreement to the D/FA,;

ii. The Lead District Office will add the Lender to the SBA Partner Information
Management System (PIMS), which identifies the Lender as an SBA
participating Lender;

iii. The Lead District Office will retain the executed SBA Form 750 in the Lead
District Office’s files.

Change of Ownership or Control. Control, as defined in this paragraph, means the
possession, direct or indirect, or the power to direct or cause the direction of the
management or policies of an NFRL, whether through the ownership of voting
securities, by contract, or otherwise.

i. SBA’s prior written consent is required for:

a) Any single (or aggregate over time) change of ownership or control of
10 percent or more of any class of an NFRL’s stock or ownership
interests.
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b) Any proposed transaction or event that results in control by any entity or
person(s) not previously approved by SBA.

ii. A new application in accordance with the above requirements must be

submitted for SBA’s prior written consent with respect to a change of
ownership or control transaction. For change of control transactions, the
Lender must reapply for any delegated authorities.

If the proposed change of ownership is for less than a majority interest, SBA,
in its sole discretion, may limit the items required by the Lender in paragraph
2.b., “The Lender’s application must include,” above to support a request for
prior SBA consent.

3. Small Business Lending Companies (SBLCs) (13 CFR 8§ 120.460 - 120.490):

A Small Business Lending Company (SBLC) is a non-depository lending institution that
is authorized by SBA to only make loans pursuant to section 7(a) of the Small Business
Act and loans to Intermediaries in SBA’s Microloan program. See chapter 2, “Small
Business Lending Companies,” of this section for more information on becoming an

SBLC.

4. Export Working Capital Program (EWCP):
To participate in the Export Working Capital Program (EWCP):
a. Existing SBA Lenders:

Note: SBA Form 750, “Loan Guaranty Agreement (Deferred Participation)," was
updated as of July 1, 2019. Lenders with an executed:

July 1, 2019, version of SBA Form 750 are eligible to submit applications for
guaranty under non-delegated processing procedures.

. SBA Form 750 that is prior to the July 1, 2019, version, and that also have an

executed SBA Form 750EX, are permitted to submit applications for
guaranty under non-delegated processing procedures.

SBA Form 750 that is prior to the July 1, 2019, version, and that do not have
an executed SBA Form 750EX, must execute a new July 1, 2019, version of
SBA Form 750 to be eligible to submit applications for guaranty under non-
delegated processing procedures. Such Lenders may contact the local Lead
District Office to request authority to participate.

If the lender meets the criteria set forth above for 7(a) Lenders (or, for
SBLCs, in Chapter 2, Small Business Lending Companies, of this Section
below), and if the lender is approved to participate, the Lead District Office
staff will provide the lender with SBA Form 750, which the lender must sign
and return. Once the executed SBA Form 750 is returned, the District
Director or designee will sign SBA Form 750 and the Lead District Office
staff will enter the SBA Form 750 into the Partner Information System and
notify the Export Finance Manager in the appropriate United States Export
Assistance Center (USEAC). Note: A complete listing of Export Finance
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Managers and USEAC locations may be found at
https://www.sba.gov/article/2017/nov/01/list-useacs-sba-staff.

Note: The District Director or designee must not sign the SBA Form 750 until
after the lender has signed the form and returned it to the SBA.

b. Non-SBA lender:

I. A lender that is not an existing SBA Lender must be approved by SBA to
participate in the 7(a) loan guaranty program before they can participate in
EWCP. Such lenders may contact the local Lead District Office to request
authority to participate in SBA lending.

ii. If the lender meets the criteria set forth above for 7(a) Lenders (or, for
SBLCs, in Chapter 2, Small Business Lending Companies, of this Section
below), and if the lender is approved to participate, the Lead District Office
staff will provide the lender with SBA Form 750, which the lender must sign
and return. Once the executed SBA Form 750 is returned, the District
Director or designee will sign the SBA Form 750 and the Lead District
Office staff will enter the SBA Form 750 into the Partner Information System
and notify the appropriate Export Finance Manager.

Note: The District Director or designee must not sign the SBA Form 750 until
after the lender has signed the form and returned it to the SBA.

c. The Export Finance Manager will consult, advise and train Lenders and small
business exporters on the procedures and benefits of SBA’s EWCP.

d. To request authority to participate in the Preferred Lenders Program (PLP) for
EWCP, see paragraph E.2.j. PLP Lender Authority and Responsibilities, below in
this chapter.

B. LOAN GUARANTY AGREEMENT

The SBA Form 750, “Loan Guaranty Agreement,” provides a basic framework for the
responsibilities and duties of the Lender and SBA when making, closing, and administering any
individual SBA-guaranteed loan.! (13 CFR § 120.400) This agreement is subject to SBA’s rules
and regulations, as amended from time to time. A Lender must execute this agreement prior to
submitting any applications for guaranty to SBA.

LIn July 2019, SBA issued a revised SBA Form 750 that consolidated the separate agreement for short-term loans
(SBA Form 750B) and the Supplemental Guaranty Agreement Export Working Capital Program (SBA Form
750EX) into one agreement that covers a Lender’s authority for processing all 7(a) loans except loans made under
the Community Advantage Pilot Program. The SBA Form 750CA for Community Advantage Lenders remains as a
separate agreement. While the SBA Form 750B, the SBA Form 750EX, and the prior version of the SBA Form 750
will no longer be used, any such previously-executed agreements will remain in effect.
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C. RESPONSIBILITIES OF 7(A) LENDERS
1. In making SBA-guaranteed loans, 7(a) Lenders must:

a. For all loans submitted using the non-delegated process through the LGPC
(including loans from delegated Lenders using this processing method):

i.  Submit applications for guaranty with all required forms, documentation, and
credit analyses, to the designated SBA processing center for review;

ii. Execute the Authorization;
b. For all loans processed using the Lender’s delegated authority:

i. Obtain all required forms and documentation, perform all required credit and
eligibility analyses, and maintain the documentation in the loan file;

ii. Prepare and execute the Authorization on SBA’s behalf and ensure that it
includes all applicable provisions consistent with the loan approval.

c. Close the loan in accordance with the Authorization, all SBA policies,
regulations, and Loan Program Requirements;

d. Maintain complete loan files and allow SBA’s authorized representatives access
to those files during normal business hours (SBA expects Lender’s loan files and
related records to be under the direct control of the Lender, not an Agent or
Lender Service Provider);

e. Service the loan in accordance with SOP 50 57 and regulations;
f. Liquidate the loan in accordance with SOP 50 57 and regulations;

g. Comply with SBA Loan Program Requirements (as defined in 13 CFR § 120.10)
for the 7(a) program, as such requirements are revised from time to time. SBA
Loan Program Requirements in effect at the time that a Lender takes an action in
connection with a particular loan govern that specific action. For example,
although loan closing requirements in effect when a Lender closes a loan will
govern closing actions, a Lender’s liquidation actions on the same loan are subject
to the liquidation requirements in effect at the time that a liquidation action is
taken (13 CFR § 120.180). SBA Loan Program Requirements, Center contacts,
and other information can be found at https://www.sba.gov/partners/lenders/7a-

loan-program; and

h. SBA expects Lenders to exercise due diligence and prudent oversight of their
third party vendors, including Lender Service Providers (LSPs) and other loan
agents, which should include having written policies governing such relationships
and monitoring performance of loans referred by an Agent or where an Agent
provided assistance. SBA will review evidence of such due diligence and
oversight of such relationships when conducting lender oversight activities.
Federally-regulated Lenders are reminded that they must comply with the
requirements of their primary Federal Financial Institution Regulator regarding
third party vendors.

Effective October 1, 2020 Page 19


https://www.sba.gov/document/sop-50-57-7a-loan-servicing-and-liquidation
https://www.sba.gov/document/sop-50-57-7a-loan-servicing-and-liquidation
https://www.ecfr.gov/cgi-bin/text-idx?SID=40c56d244eaa72026eaf7b8c125bb7ec&mc=true&node=pt13.1.120&rgn=div5#se13.1.120_110
https://www.ecfr.gov/cgi-bin/text-idx?SID=40c56d244eaa72026eaf7b8c125bb7ec&mc=true&node=pt13.1.120&rgn=div5#se13.1.120_1180
https://www.sba.gov/partners/lenders/7a-loan-program
https://www.sba.gov/partners/lenders/7a-loan-program

SOP 50106

Part 1, Section A, Ch 1: Lender Participation

2. Preferences:

a. A Lender may not take any action in connection with an SBA-guaranteed loan
that establishes a preference in favor of the Lender (13 CFR § 120.411). A Lender
must be particularly careful to avoid establishing a preference when using its
delegated authority (for example, reducing its existing exposure to the Borrower
through the use of an SBA-guaranteed loan).

b. A Lender must not:

Vi.

Take any side collateral or guaranty that would secure only its own interest in
a loan;

. Obtain a separate guaranty on the unguaranteed portion of the 7(a) loan

without SBA’s approval;

iii. Require a Borrower to purchase certificates of deposit;

Maintain a compensating balance not under the control of the Borrower;

Take a side loan which would have the effect of ensuring a risk-free or
limited-risk investment on the participant’s share; or

Have an SBA-guaranteed loan in a “piggyback” structure.

a) Piggyback financing occurs when one or more lenders provide more
than one loan to a single Borrower at or about the same time, financing
the same or similar purpose, and where the SBA-guaranteed loan is
secured with a junior lien position or no lien position on the collateral
securing the non-guaranteed loan(s). SBA considers “at or about the
same time” to mean loans approved within 90 days of each other.

b) SBA does not consider a scenario where both the SBA-guaranteed loan
and the non-SBA guaranteed loan are for working capital and the non-
SBA guaranteed loan is secured only by working/trading assets to be a
piggyback structure.

c) SBA does not consider a shared lien position with the lender (pari
passu) to be a piggyback structure when the maturity of the non-SBA
guaranteed loan is not shorter than the maturity of the SBA-guaranteed
loan.

c¢. Under the following circumstances, a Lender may make a side loan to the
Borrower to purchase stock of the participating Lender (as may be required by
certain Lenders, such as Farm Credit Administration entities):

The enabling authority of the Lender requires the purchase as a condition for
making the loan.

. The Lender makes a separate side loan not guaranteed by SBA for the

Borrower to buy the stock or debentures. The side loan must be subordinated
to the SBA loan, but the Lender may hold a first lien on any stock
collateralizing the side loan.
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iii. The interest to be charged on the side loan must not exceed the maximum
rate of interest acceptable for SBA-guaranteed loans, and the maturity of the
side loan must not be less than that of the SBA-guaranteed loan.

iv. In the event of default, either on the side loan or the SBA-guaranteed loan,
the Lender may not take any action to collect or liquidate the side loan,
except canceling or retiring the stock securing the side loan, until the SBA
loan has been fully liquidated.

3. Forward Commitments:

A forward commitment exists when a Lender issues a commitment to a builder or
developer to finance future sales of real estate. The SBA will not guarantee loans made
by the Lender to small businesses to purchase such real estate. This is a potential conflict
of interest for the Lender because of its predisposition to make SBA loans in order to
honor their prior agreement with the builder or developer. Such loans are ineligible for
SBA’s guarantee regardless of whether the Lender gets a fee for issuing the commitment.

4. Notifying SBA of Suspected Fraud or Illegal Activity:

SBA Lenders, Borrowers, and others must notify both D/OCRM and the SBA Office of
Inspector General (OIG) of any information that indicates fraud or illegal activity may
have occurred in connection with a 7(a) or 504 loan. Notify D/OCRM at
OCRM@sba.gov. Notify the OIG either at https://sbax.sba.gov/oigcss/ or by mail
(preferably by overnight courier) to the Assistant Inspector General for Investigations,
Office of Inspector General, U.S. Small Business Administration, 409 3 Street, SW,
Washington, DC 20416. Any substantiating evidence should be included when contacting
the Office of the Inspector General and D/OCRM. 13 CFR § 120.197

5. Advertising of Relationship with SBA (13 CFR 8120.413):

a. General Advertising. To further clarify the above referenced section of the Code
of Federal Regulations, a Lender may not use the SBA seal or logo in any manner
in any advertisement, brochure, publication or promotional piece, or state or
imply that the Lender or its Borrowers will receive any preferential treatment by
SBA. However, a Lender may publicize its relationship with the SBA by
identifying itself as an SBA participating Lender. In addition, to protect the
Lender from any perceived misrepresentation or false impression by the public of
SBA endorsement, the SBA has created an SBA-approved window decal and
identical digital icon that may be used in the following manner:

i.  Window Decals. The SBA-approved Lender decal may only be used to
inform the public of the Lender’s relationship with SBA and may not be used
to promote, or appear to promote, the Lender’s non-SBA products or
services. Window decals are available from Lead District Offices for display
in the lending institution’s window, e.g., alongside the required decals of
other regulating institutions such as the FDIC.

ii. Digital Icon on Website. The SBA-approved Lender digital icon is an exact
replica of the window decal and may only be used to inform the public of the
Lender’s relationship with SBA and may not be used to promote, or appear to
promote, the Lender’s non-SBA products or services.
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a) When using the SBA-approved Lender digital icon on a website, the
Lender must include the following public statement: “Approved to offer
SBA loan products under SBA’s Preferred Lenders Program” (or SBA
Express Program, etc.).

b) The Lender digital icon may be downloaded from and must be used in
accordance with SBA’s Lender digital icon guidelines found at
www.sba.gov/document/support-object-object-advertising-your-sba-

relationship.

iii. Digital Icon in Advertising. The SBA Lender digital icon may only be used
in print, television, digital advertising, and exhibit signage, dedicated
exclusively to SBA lending products, e.g., brochure, advertisement,
publication, or promotional piece. The digital icon may only be used to
inform the public of the Lender’s relationship with the SBA and may not be
used to promote, or appear to promote, the Lender’s non-SBA products or
services. The SBA Lender digital icon may not be used on an SBA Lender’s
stationery or business cards.

iv. Digital Icon on Construction Signage. In connection with construction made
possible by an SBA-guaranteed loan, if the SBA Lender initiates the signage
and invites the SBA to add its logo, the SBA Lender digital icon may be used
with the following disclaimer: “This project is made possible by an SBA-
guaranteed loan.” It is also acceptable for the SBA Lender to choose only to
display the disclaimer.

b. Oversight. A Lender’s usage of the window/building decal and any identical
digital icons on its website and how it represents its relationship with SBA may be
reviewed as part of the Agency’s Lender oversight activities.

6. If a Lender makes a major change in its structure or organization after execution of the
SBA Form 750, it must notify OCRM at OCRM@sba.gov (with a copy to the Lead
District Office) in writing. Major changes that may impact continued SBA participation
include:

a. Acquisition by another entity;
b. Merger into another legal entity;
A change of name;

a o

Substantial changes in management;

¢. Establishment of a subsidiary or affiliate, or acquisition of another entity, to
administer Lender’s SBA loan portfolio;

f. Substantial changes in how the Lender handles SBA loans, including a proposed
sale of its SBA loan portfolio;

g. Takeover or closure of the Lender by a regulatory agency; or

7. If Lender enters into an Order or Consent Agreement with its primary Federal Regulator
that may affect the Lender’s 7(a) lending activities, the Lender must notify OCRM at
OCRM@sba.gov within 30 calendar days of the Order issuance.
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8. Record Retention: See Appendix 11, Record Retention Requirements

D. SBA OVERSIGHT OF 7(A) LENDERS
SBA oversees 7(a) Lenders through:
1. Loan and Lender Monitoring System (L/LMS):

d.

L/LMS is an internal SBA data system that includes the use of historical data and
predictive small business credit scoring. All SBA 7(a) loans with an outstanding
balance are credit-scored quarterly. Data on 7(a) loans are aggregated, analyzed,
and evaluated to assess the credit quality of each individual 7(a) Lender’s
portfolio of SBA-guaranteed loans. SBA uses this information to monitor the
performance of 7(a) Lenders individually and in comparison to their peers and the
7(a) program portfolio.

Using SBA’s L/LMS system, SBA assigns all 7(a) Lenders a composite rating.
The composite rating reflects SBA’s assessment of the potential risk to the
government of that 7(a) Lender’s SBA portfolio. The specific performance factors
which comprise the composite rating are published from time to time by SBA’s
Office of Credit Risk Management (OCRM). In general, these factors reflect both
historical 7(a) Lender performance and projected future performance. SBA
performs quarterly recalculations on the common factors for each 7(a) Lender, so
7(a) Lenders’ composite risk ratings are updated on a quarterly basis.

SBA has established peer groups to minimize the differences in loan performance
relative to portfolios of different sizes. The peer groups are based upon gross
outstanding SBA loan dollars. For 7(a) Lenders, they are:

i. $350,000,000 or more

ii. $100,000,000 - $349,999,999

iii. $10,000,000 - $99,999,999

iv. $4,000,000 - $9,999,999

v. $1,000,000 - $3,999,999

vi. $0 - $999,999B (active with at least one loan disbursed in past 12 months)
vii. $0 - $999,999A (inactive with no loans disbursed within the past 12 months)

SBA assigns a composite rating of “1” to “5” to each 7(a) Lender generally based
upon its portfolio performance, as reported in L/LMS. A rating of “1” indicates
strong portfolio performance, the least risk, and requires the lowest degree of
SBA management oversight (relative to other 7(a) Lenders in its peer group). A
“5” rating indicates weak portfolio performance, the highest risk, and requires the
highest degree of SBA management oversight. (See 13 CFR 8§ 120.10 (definitions
related to Risk Rating); 13 CFR 8 120.1015 (Risk Rating System); 75 FR 9257
March 1, 2010; 75 FR 13145, March 18, 2010; and 79 FR 24053, April 29, 2014
(Risk Rating Notices)) As set forth in the Risk Rating Notices, SBA may take into
account rapid growth that may skew metrics and other factors in considering a
Lender’s risk.
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2. Lender Portal:

a. SBA communicates Lender performance to individual 7(a) Lenders through the
use of SBA’s Lender Portal (Portal). The Portal allows a 7(a) Lender to view its
own quarterly performance data, including, but not limited to, its current
composite risk rating, peer and portfolio metric averages, and its PARRIS score
(as discussed below). Portal data includes both summary performance and credit
quality data. Summary performance data is largely derived from data that 7(a)
Lenders provide to SBA through SBA Form 1502 and 172 Reports; therefore,
7(a) Lenders bear much of the responsibility for ensuring data accuracy. If a 7(a)
Lender reviews its performance components and finds a discrepancy with its
records, the 7(a) Lender should contact OCRM.

b. SBA 7(a) Lenders with at least 1 outstanding SBA Loan may apply for the Portal
access. Currently, SBA issues only one Portal user account per 7(a) Lender.
Submission of initial requests for a Portal user account must be submitted to
SBA’s OCRM, and must include the following information:

i. Request must be made by a senior officer with proper authority of the 7(a)
Lender (Senior Vice President or higher);

Ii. Request must be sent via overnight mail or courier to the SBA’s OCRM at
409 Third Street SW, Washington DC 20416, ATTN: Director, Office of
Credit Risk Management;

iii. Request must be made using the 7(a) Lender’s stationery;
Iv. Request must include the user’s business card;

v. The stationery and business card should include the 7(a) Lender’s name and
address;

vi. The request must include the following data:
a) SBA FIRS ID Number(s);
b)  Account user’s name and title;

C) Account user’s mailing address, telephone number and email address at
the 7(a) Lender;

d) Requesting officer’s name and title; and

e) Requesting officer’s mailing address, telephone number and email
address at the 7(a) Lender.

vii. Once SBA receives and approves the user’s request, SBA will forward the
approval to SBA’s Portal contractor for issuance of a user account name and
password. The Portal contractor will email the user his or her username and
password within approximately 2 weeks of account approval. The user can
then access its data by logging into the SBA Lender Portal web page. Before
accessing the Portal, Lenders must agree to the terms of a Confidentiality
Agreement, which is found on the SBA Lender Portal web page.
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viii. Lenders are responsible for complying with and maintaining the Portal user
accounts and passwords as set forth in the Confidentiality Agreement on the
Portal web page, and as published by SBA from time to time. Lenders are
also responsible for timely informing SBA to terminate or transfer an account
if the person to whom it was issued no longer holds that responsibility for the
7(a) Lender. Lenders must take full responsibility for protecting the
confidentiality of the user password and the 7(a) Lender Risk Rating,
PARRIS score, and confidential information and for ensuring the security of
the data. See 13 CFR § 120.1060. A Lender is not permitted to share access
to the SBA Lender Portal or its portal information with an individual or
entity operating as a Lender Service Provider or other third party.

3. Monitoring and Reviews: (13 CFR 8§ 120.1025 and 120.1050 - 1060)

L/LMS provides performance information that allows SBA to monitor and conduct
reviews of all Lenders. L/LMS-related monitoring/reviews serve as the primary means of
reviewing Lenders with less than $10 million in gross outstanding SBA loan dollars
although SBA may determine, in its discretion, to conduct other more in-depth reviews
(e.g., Analytical, Targeted, Full, or Delegated Authority Renewal) of these Lenders. SBA
may also perform Desk Reviews, Secondary Market Evaluations, Loan-by-Loan
Reviews, Other Reviews, and pilot test reviews. In addition to these types of reviews,
SBA may perform for SBA Supervised Lenders Safety and Soundness Examinations and
Quarterly Condition and Certification of Capital Compliance Reviews. (“L/LMS-related”
refers to the L/LMS reviews and the SBA Lender Profile Assessment (LPA) including
the PARRIS Score (defined below).) SBA will contact the Lender if the review detects
performance issues or trends requiring further discussion.

a. For Lenders with more than $10 million in gross outstanding SBA loan dollars,
L/LMS details historical and projected performance data:

i. For use in planning and conducting more in-depth reviews or examinations;
ii. To assist in prioritizing more in-depth reviews or examinations; and
iii. To monitor Lenders between the more in-depth reviews or examinations.

b. SBA’s 7(a) risk-based reviews generally feature a composite risk measurement
methodology and scoring guide, known as “PARRiS.” PARRIS is an acronym for
the specific risk areas or components that SBA reviews: Portfolio Performance;
Asset Management; Regulatory Compliance; Risk Management; and Special
Items.

c¢. Additionally, in accordance with 13 CFR § 120.1010, a Lender must allow SBA’s
authorized representatives, including representatives authorized by SBA’s
Inspector General, during normal business hours, access to its files to review,
inspect and/or copy all records and documents relating to SBA-guaranteed loans
or as requested for SBA oversight. In keeping with Lender’s responsibility to
maintain complete loan files and to allow SBA’s authorized representatives access
to those files during normal business hours, SBA expects that all loan files and
related records will be under the direct control of Lender (not an Agent or Lender
Service Provider).
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d. SBA may request reports on a case-by-case basis.

¢. Additional information regarding reviews and examinations can be found in:

V.

13 CFR 88§ 120.1050-1060;

SBA Policy Notice 5000-1332: Revised Risk-Based Review Protocol for SBA
Operations of Federally Regulated 7(a) Lenders (December 29, 2014),
available for download at https://www.sba.gov/document;

SBA Information Notice 5000-1397: Updated PARRIS Methodology for

Oversight of SBA Operations of Federally Regulated 7(a) Lenders (November
15, 2016), available for download at https://www.sba.gov/document;

SBA Policy Notice 5000-1940: Revised Risk-Based Review/Examination

Protocol for SBA Supervised Lenders (January 18, 2017), available for
download at https://www.sba.gov/document; and

SBA’s SOP 51 Q0.

f. Lender oversight fees. Lenders are required to pay SBA fees to cover the costs of
examinations and reviews and, if assessed by SBA, other Lender oversight
activities.

(13 CFR § 120.1070)

The fees may cover:

a) The cost of conducting L/LMS-related reviews/monitoring of a 7(a)
Lender;

b)  The cost of conducting more in-depth reviews of a 7(a) Lender (e.g.,
Analytical, Targeted, and Full Reviews, Delegated Authority Reviews,
Quarterly Condition and Certification of Capital Compliance Reviews
(for SBA Supervised Lenders), Secondary Market Evaluations, and
related review activities, such as corrective action assessments);

c) The cost of conducting loan reviews (e.g., Secondary Market loan-by-
loan reviews);

d) The cost of conducting safety and soundness examinations of an SBA
Supervised Lender (SBLCs and NFRLSs); and

e) Any additional expenses that SBA incurs in carrying out Lender
oversight activities (e.g., technical assistance and analytics to support
the monitoring and review program, supervision and enforcement
activity costs, salaries and travel expenses of SBA employees, and
equipment expenses directly related to Lender oversight.

. In general, where the costs that SBA incurs for a review, examination,

monitoring, or other Lender oversight activity are specific to a particular 7(a)
Lender, SBA will charge that Lender a fee for the actual costs of the
oversight activity. For example, for most examinations or reviews conducted
under i.b) through d) above, SBA will invoice each Lender for the amount
owed following completion of the examination or review.
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iii. In general, where the costs that SBA incurs for the Lender oversight activity
are not sufficiently specific to a particular Lender, SBA will assess a fee
based on each 7(a) Lender’s portion of the total dollar amount of SBA
guaranties in SBA’s total portfolio or in the relevant portfolio segment being
reviewed or examined, to cover the costs of such activity. For these fees,
such as the L/LMS related reviews/monitoring and other Lender oversight
activity expenses incurred under i.a) and i.e) above, SBA will invoice each
Lender on an annual basis.

a) The invoice will state the charges, the date by which payment is due and
the approved payment method(s).

b) The payment due date will be no less than 30 calendar days from the
invoice date.

c) SBA may waive the fees assessed under this paragraph f(iii) for those
Lenders owing less than a threshold amount if SBA determines that it is
not cost effective to collect the fee.

iv. Payments that are not received by the due date shall be considered
delinquent, and SBA will charge interest and other applicable charges and
penalties as authorized by 31 U.S.C. 3717. A Lender’s failure to pay any of
the fee components described above, or to pay interest, charges and penalties
that have been charged, may result in a decision to suspend or revoke a
Lender’s eligibility to participate in SBA’s loan programs or participant’s
delegated authority or other remedy available under law. (13 CFR §
120.1070)

v. For the schedule of fees that SBA charges for certain activities, refer to SBA
Notices that SBA may issue and update from time to time. For example, see
SBA Information Notice 5000-19008, FY 2019 Updated Fee Schedule for
SBA Oversight of 7(a) Lenders (January 1, 2019).

4. Supervision and Enforcement:

An integral part of overseeing the 7(a) loan program is SBA’s authority to supervise and
take enforcement actions as necessary. For further guidance on Lender Supervision and
Enforcement, see SOP 50 53.

5. Suspension or Revocation:

d.

SBA may suspend or revoke the authority of a Lender to conduct 7(a) program
activities, in accordance with 13 CFR 88 120.1400-1600.

Examples of circumstances that may result in suspension or revocation under the
above cited regulation include but are not limited to:

i. Failure to comply materially with any requirement imposed by Loan Program
Requirements, (e.g., credit elsewhere; maintaining ability within Lender to
originate, service, and liquidate SBA Loans; charging impermissible or
unreasonable fees; 1502 reporting; failing to pay oversight fees);
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ii. Failure to underwrite, service, and liquidate SBA Loans in a commercially
reasonable and prudent manner;

iii. Failure to maintain Lender eligibility requirements for SBA loan programs or
delegated authority;

iv. Engaging in a pattern of uncooperative behavior (after notice);

V. Any other reason that SBA determines may increase SBA’s financial risk, for
example, a Less Than Acceptable examination/review assessment, regulatory
order or agreement, indictment on felony or fraud charges of an officer, key
employee or loan agent involved with SBA Loans for Lender, or repeated
Less Than Acceptable Risk Rating, the latter generally in conjunction with
other grounds.

SBA will consider the severity and frequency of violations among other facts.

. SBA will notify the Lender of a proposed suspension or revocation in accordance

with 13 CFR § 120.1600. The Lender will be provided an opportunity to respond
prior to final action.

6. Receiverships of NFRLs:

a. Upon SBA’s determination that grounds for an enforcement action against a

NFRL exist under 13 CFR § 120.1400, SBA may, pursuant to 13 CFR §
120.1500(c)(3), apply to a Federal court for the appointment of a receiver.
Typically, SBA will use its receivership authority as a remedy of last resort. The
appointment of a receiver is only one of several types of enforcement actions set
forth in 13 CFR 8 120.1500.

. SBA will review the facts and circumstances of the enforcement action when

deciding whether or not to seek the appointment of a receiver. SBA will also
make a determination regarding the scope of the receiver’s duties and powers,
including whether the receivership will be limited to the NFRL’s assets related to
the SBA loan programs. In deciding whether to seek a receiver and in determining
the scope of a receivership, SBA will consider the following:

i. The existence of fraud or false statements;

ii. A NFRL’s refusal to cooperate with SBA enforcement action instructions or
orders;

ili. A NFRL’s insolvency (legal or equitable);

iv. The size of the NFRL’s SBA loan portfolio(s) in relation to other activities of
the NFRL,;

v. The dollar amount of any claims SBA may have against the NFRL; and/or
vi. The existence of other non-SBA enforcement actions against the NFRL.

Under 13 CFR § 120.1400(a)(2), a NFRL that makes 7(a) guaranteed loans after
October 20, 2017, has consented to SBA’s right to seek a receivership in
appropriate circumstances. Such consent is deemed to apply only if the NFRL
makes 7(a) loans on or after January 1, 2018. The NFRL’s consent does not in
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any way preclude the NFRL from contesting whether or not SBA has established
the grounds for seeking the remedy of receivership. A NFRL’s consent to
receivership as a remedy does not require SBA to seek the appointment of a
receiver in any particular SBA enforcement action.

E. DELEGATED AUTHORITY IN THE 7(A) LOAN PROGRAM

SBA may grant delegated authority to lenders to process, close, service, and liquidate certain
SBA-guaranteed loans without prior SBA review. The delegated authorities are:

Preferred Lenders Program (PLP) (Standard 7(a) loans, 7(a) Small loans, CAPL.ines,
EWCP, and International Trade loans);

SBA Express; and

Export Express.

Delegated Authority Criteria

a. In making its decision to grant or renew a delegated authority, SBA considers, in
accordance with 13 CFR 8 120.440 whether the Lender, as determined by SBA in
its discretion:

Has the continuing ability to evaluate, process, close, disburse, service,
liquidate and litigate SBA loans. This includes the ability to develop and
analyze complete loan packages. SBA may consider the experience and
capability of Lender’s management and staff. Review and exam results may
also inform on Lender capability. A minimum level of loan volume may be
needed to make this assessment;

ii. Has satisfactory SBA performance (as defined in 13 CFR 8§ 120.410(a)(2)).

Factors may include, but are not limited to, review/examination assessments,
PARRIS metrics, historical performance measures (like default rate, purchase
rate and loss rate), loan volume to the extent that it impacts performance
measures or is of sufficient level for SBA to assess performance, Lender
Purchase Rating, and other performance related measurements and
information (such as contribution toward SBA’s mission);

Is in compliance with SBA Loan Program Requirements (i.e., SBA Form
1502 reporting, SBA Form 159 reporting, and timely payment of all fees to
SBA). For further guidance on SBA Form 1502 reporting, see Chapter 3,
Lender Financing and Operations below;

iv. Has completed, to SBA’s satisfaction, all required corrective actions;

Is in good standing with SBA as defined in 13 CFR 8§ 120.420(f) (as
determined by SBA in its discretion), and, as applicable, with its state
regulator and is considered satisfactory by its FFIR (as determined by SBA
and based on, for example, information in orders/agreements, and call
reports) (13 CFR § 120.410(e)):

a) The Lender’s written request to participate must include a written
statement that to the best of its knowledge, the Lender has satisfactory:
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(a) financial condition (i.e., is deemed well-capitalized based on size of
entity, has sufficient liquid assets, etc.); (b) small business credit
administration policies, procedures, and practices that it continues to
adhere to in its operations; and (c) small business servicing policies,
procedures, and practices that it continues to adhere to in its operations.
When reviewing good standing/satisfactory status, SBA will look to see
that a Lender does not have significant deficiencies or weaknesses in
these areas. “Significant” may be evidenced by the number or
seriousness of the deficiencies, as determined by SBA in its discretion.
SBA will verify any good-standing/satisfactory status statement where
possible with public (e.g., Cease and Desist Orders and Call Reports)
and/or non-public information from the Lender’s primary and/or other
regulators.

b) In conjunction with this eligibility criteria, SBA reviews whether
Lender is subject to any enforcement action, order or agreement with a
regulator or the presence of other regulatory concerns as determined by
SBA,;

vi. Is not subject to any SBA enforcement actions;

vii. Has not received a major substantive objection from its Lead District Office
relating to the delegated authority criteria set forth in 13 CFR § 120.440; and

viii. Exhibits other risk/program integrity factors (i.e., has rapid growth; low SBA
activity; SBA loan volume; Lender, an officer or director is under
investigation or indictment, inadequate capital, inadequate governance or
management).

Delegated authority decisions are made by the appropriate SBA official in
accordance with Delegations of Authority and are final.

If delegated authority is approved or renewed, Lender must execute a
Supplemental Guarantee Agreement, which will specify a term not to exceed 2
years. SBA may grant shorter terms based on risk or any of the other delegated
authority criteria. See also SOP 50 53, discussion on Shortened and Non-
Renewals of Delegated Authority. Lenders with less than 3 years of SBA lending
experience generally will be limited to a term of 1 year.

d. Changes in a delegated Lender’s structure:

i. Ifadelegated Lender changes its structure or organization in any of the
following ways, it must inform OCRM in writing at OCRM@sba.gov (with a
copy to the Lead District Office) in writing. Changes include:

a) Acquisition by another entity;

b)  Merger into another legal entity;

c) Achange in name;

d) Substantial changes in management
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e) Establishment of a subsidiary or affiliate, or acquisition of another
entity, to administer Lender’s SBA loan portfolio;

f)  Substantial changes in how the Lender handles SBA loans, including a
proposed sale of its SBA portfolio;

g) Takeover or closure of the Lender by a regulatory agency; or

h)  Orders or Consent Agreements issued by a regulator (for additional
guidance see 13 CFR § 120.660(a)(3)) .

. When a delegated Lender’s structure changes and the Lender continues as the

same legal entity that signed the SBA Form 1347, a new SBA Form 1347 is
not required including when:

a) The delegated Lender changes its name;

b) The delegated Lender is acquired by another entity and the delegated
Lender continues as a separate legal entity; or

c) The delegated Lender acquires another Lender and the acquired Lender
does not continue as a separate legal entity.

When a delegated Lender acquires another Lender and the acquired Lender
continues to operate as a separate legal entity, the delegated Lender’s
delegated authority does not transfer to the acquired Lender; however, the
acquired Lender may apply for its own delegated authority.

. SBA will not renew a Lender’s delegated authority or will revoke, suspend,

or terminate a Lender’s delegated authority when:

a) The Lender changes its operations so much that it cannot show that it
handles SBA Loans appropriately; or

b) The delegated Lender is merged into a non-delegated lender (the
surviving Lender may apply for delegated authority).

SBA will terminate the Lender’s delegated authority and prohibit the Lender
from making any new SBA loans when the Lender is dissolved, closed, or
taken over by a regulatory authority.

If any SBA office discovers any of the above circumstances, OCRM must be
immediately notified in writing.

Monitoring and reviews:

SBA uses the L/LMS system to assess Lenders quarterly through the composite
risk rating and other performance metrics. In addition, those Lenders with
outstanding SBA balances of $10 million or more may also receive more in-depth
reviews. See Section A, Ch. 1, Para. D., SBA Oversight of 7(a) Lenders of this
Part above for further information.

Supervision and enforcement:
See paragraph D.4, Supervision and Enforcement above for further information.

Effective October 1, 2020 Page 31



SOP 50106

Part 1, Section A, Ch 1: Lender Participation

g. Suspension or revocation:

See paragraph D.5, Suspension or Revocation above for further information.
2. Preferred Lenders Program (PLP)
13 CFR § 120.450

Experienced Lenders may be designated as PLP Lenders and delegated the authority to
process, close, service, and liquidate most SBA-guaranteed loans without prior SBA

review.

a. PLP Lenders are authorized to make SBA-guaranteed loans without prior SBA
review of eligibility or creditworthiness. An SBA Loan Number is assigned by
SBA upon notification by the PLP Lender of approval of the loan. PLP Lenders
are expected to handle servicing and liquidation of all of their SBA loans with
limited involvement of SBA.

b. Qualifications for Initial PLP Consideration:

The Lender must demonstrate to SBA’s satisfaction that it:

i. Meets the delegated authority criteria set forth in paragraph 1 above; and

ii. Has the continuing ability to evaluate, process, close, and disburse SBA loans
by having processed and fully disbursed at least 10 SBA loans within the past
24 months. Acquired loans do not count towards this minimum amount
needed for SBA to assess Lender against the delegated authority criteria in 13
CFR § 120.440.

c. Process to obtain PLP authority:

i. Toapply for initial PLP authority or to reapply for PLP authority, a Lender
must submit a request along with all applicable supporting documents to
D/OCRM or designee at Delegated Authority@sba.gov.

ii. The Lender’s request should include:

a)
b)

c)

d)
e)

f)

9)

Legal name and address of Lender;
Legal name of any holding company of Lender;

Name, title, address, phone number, email address and fax number for
contact person at Lender;

Lender’s Lead District Office;

A copy of the Lender’s SBA Form 750 and SBA Form 750B, if
applicable;

If Lender was previously a PLP Lender, an explanation of why the
Lender left the Preferred Lenders Program;

A description of the Lender’s history, organization, and management,
including:

i)  When the Lender was chartered;
i) Any recent mergers or acquisitions;
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iii) Personnel who will be in charge of PLP loan activities for the Lender,
have PLP loan approval authority, and their experience with the
Lender, in the industry, and with SBA loans, including any training
they have received; and

iv) Where and how PLP loans will be processed, closed, serviced, and
liquidated,;

h) A good standing/satisfactory statement (as described above in paragraph
E.l.a.v.a) in this chapter) on Lender’s letterhead.

In conjunction with the criteria set forth in 13 CFR 8§ 120.440, SBA may
consider:

a) Any Lead District Office concerns regarding the Lender;

b) The processing, servicing, and liquidation centers’ written opinion of
Lender’s ability to process, close, service and liquidate SBA loans, as
applicable; and

C) The Lender’s commitment to SBA lending.

D/FA will make the final Agency decision in consultation with and upon
receipt of recommendations from D/OCRM.

Upon approval of the PLP application, OCRM notifies the Lender and the
Lead District Office:

a) That the request for delegated authority is approved; and

b) Of the term of the delegated authority (not to exceed 2 years). For
Lenders with less than 3 years of SBA lending experience/data, the
Agency may consider performance over the period of time that the
Lender has been a participating Lender but will limit the Lender’s initial
term of delegated authority to 1 year or less. Lenders that identify
significant differences between the performance numbers developed by
the Lender and those developed by SBA (not related to a lack of
accurate SBA Form 1502 reporting) should contact OCRM.

OCRM sends the Lender an SBA Form 1347, “Supplemental Guaranty
Agreement, Preferred Lenders Program.” The Lender must sign,
attest/witness, and return the executed form to OCRM at
DelegatedAuthority@sba.gov within 30 calendar days before the Lender’s
PLP authority can be effective. OCRM sends the Lead District Office a copy
of the approval letter. OCRM will enter the effective term of the Lender’s
PLP authority on the SBA Partner Information Management System (PIMS).
This is an essential step for Lenders processing PLP loans.

Decline of PLP application:

If the PLP application is declined, OCRM notifies the Lender and Lead
District Office with the reason(s) for decline.
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To reapply, the Lender must submit a request to OCRM at
DelegatedAuthority@sba.gov explaining how it has overcome the reason(s)
for decline.

OCRM will review the request, make a recommendation, and send it to the
D/FA for a final Agency decision. OCRM will notify the Lender in writing of
SBA’s final decision.

Process for Renewal of PLP Authority:

For renewal of its PLP authority, the Lender must demonstrate to SBA’s
satisfaction that it meets the criteria for delegated authority set forth in Paragraph
E.1., Delegated Authority Criteria above.

i. OCRM will generally initiate the renewal process approximately 90 days
prior to the expiration of the Lender’s PLP authority. It is the Lender’s
responsibility to ensure its point of contact information is accurate in PIMS.
However, if the Lender has not received any correspondence from OCRM 60
days prior to expiration of its PLP authority, it must initiate the process by
submitting to OCRM at Delegated Authority@sba.gov a good
standing/satisfactory status statement (as described in paragraph E.1.a.v.a)
above) on the Lender’s letterhead.

ii. OCRM may ask the Lead District Office and SBA’s processing, servicing
and liquidation centers for comments regarding the Lender’s activity for its
most recent PLP term, which may include:

a) Recommendation for or against, and why;

b)  Whether the Lender can process, close, service and liquidate SBA loans;
c) Changes in Lender’s organization or management;

d) Any recurring denial of liability or repair situations with the Lender;

e) Reasons for any unfavorable loan volume or repurchase rate data;

f) Identification of any areas of concern; and

g) An explanation of any discussions with the Lender that may impact the
PLP renewal decision.

Notification of Renewal:

OCRM will approve or decline renewals of PLP authority. OCRM notifies the
Lender and the Lead District Office of the approval and the term.

OCRM sends the Lender a new SBA Form 1347. The Lender must sign,
attest/witness, and return the form to OCRM at DelegatedAuthority@sba.gov
within 30 calendar days before the Lender’s PLP renewal can be effective.

Non-Renewal and Short Renewal:

If SBA determines in its discretion that a Lender does not meet the delegated
authority criteria or that increased supervision is necessary, SBA may:

i. Grant a shorter renewal period; or
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Not grant renewal of delegated authority.

a)

b)

If renewal is declined, OCRM notifies the Lender and Lead District
Office with the reason(s) for decline. The Lender may not make PLP
loans after its PLP authority expires.

To reapply, the Lender must submit a request to OCRM at
DelegatedAuthority@sba.gov explaining how it has overcome the
reason(s) for decline. OCRM will review the request and make the final
Agency decision. OCRM will notify the Lender in writing of the final
decision. See paragraph E.2.h., Reapplying for PLP Authority, below.

See SOP 50 53 on Increased Supervision.

g. Temporary Extension of PLP Authority:

If SBA has not completed the renewal process before the Lender’s PLP authority
expires, OCRM may extend the Lender’s PLP authority for a short, interim period
as determined by the D/OCRM.

h. Reapplying for PLP Authority:

If a Lender’s PLP authority was revoked, not renewed, or voluntarily terminated,
after 6 months the Lender may reapply for PLP authority by following paragraph
E.2.c., Process to obtain PLP authority, above.

i. PLP - Export Working Capital Program (EWCP) Authority:

This program offers the opportunity for SBA 7(a) Lenders with experience
making EWCP loans or who are participants in the Delegated Authority
Lender Program of the Export-Import Bank to apply for PLP authority to
underwrite EWCP loans. Lenders with PLP-EWCP authority are delegated
the same level of authority to process, close, service, and liquidate EWCP
loans as is granted to approved 7(a) Lenders with PLP authority.

a)
b)

c)

d)

. Application requests include the following elements:

Legal name and address of Lender;

Address, city, and state where Lender’s EWCP underwriting will be
performed,

Name, title, telephone and fax numbers and email address of the lending
unit’s primary contact for the EWCP program,;

A copy of the Lender’s SBA Form 750 and/or SBA Form 750EX (if the
Lender has an SBA Form 750 that was executed before July 2019, it
must provide both SBA Forms 750 and 750EX; if the Lender executed
the July 2019 version of SBA Form 750, then only that agreement is
needed);

Identification of the SBA Export Finance Managers the lending unit
works with on EWCP loans (A complete listing of Export Finance
Managers and USEAC locations may be found at
https://www.sba.gov/article/2017/nov/01/list-useacs-sha-staff);
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f) A description of the lending unit’s experience in international trade
lending, including its level of EWCP lending over the last 2 years,
Export-Import Bank (“Ex-Im”) lending activity over the same 2-year
period, and identification of any form of delegated lender authority with
Ex-Im Bank or other trade finance agencies;

g) Identification of personnel in charge of EWCP lending and explanation
of their experience in export trade finance for small concerns; and

h) Documentation supporting the bank’s delegation of authority to the
contact person filing this PLP expansion request.

Completed applications should be directed to the local Export Finance
Manager, who then sends the application to the Director, Office of
International Trade (“OIT”) at SBA. OIT staff will be responsible for
screening and collecting information from the applicable SBA offices on the
current regulatory authority of the Lender and the Lender’s capabilities as an
EWCP participant. OIT will forward its recommendation and the comments
of the other offices to OCRM at DelegatedAuthority@sba.gov to either
concur or non-concur on the recommendation to the D/FA. The D/FA makes
the final decision. The Lender must demonstrate to SBA’s satisfaction that it:

a) Meets the delegated authority criteria in paragraph E.1. above; and

b) Has a satisfactory history of providing trade finance to exporters (both
the Lender and the Lender’s loan officers); and

c) Has been an active participant in the EWCP with SBA and/or with Ex-
Im Bank for at least 6 consecutive months immediately prior to
application and, if not an Ex-Im Bank delegated lender, has booked at
least three SBA EWCP loans during the 24 months prior to application.

. Lenders are notified of the final decision by written letter from OCRM with a

copy to OIT and the Lead District Office. If approved, OCRM will provide
the Lender with SBA Form 2310, “Supplemental Guaranty Agreement —
Preferred Lenders Program (PLP) for Export Working Capital Program
(EWCP) Loans,” which the Lender must execute, attest/witness, and return to
OCRM at DelegatedAuthority@sba.gov within 30 calendar days before the
Lender can submit any loan applications under its PLP-EWCP authority.
Upon receipt, OCRM will execute SBA Form 2310 and enter the information
into PIMS. OCRM will maintain the documentation in its file.

If the PLP-EWCP application is declined, OCRM notifies the Lender, OIT,
and Lead District Office with the reason(s) for decline.

To reapply, the Lender must submit a request to the local Export Finance
Manager explaining how it has overcome the reason(s) for decline. OIT will
review the request, make a recommendation, and send it to OCRM for a final
Agency decision. OCRM will notify the Lender in writing of SBA’s final
decision.
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vi. All PLP-EWCP approvals will be for a period not to exceed the existing term

of the Lender’s PLP authority. The succeeding PLP renewal of the Lender

will include a section on the Lender’s EWCP lending, with comment requests
from OCRM directed to OIT.

Lenders that are participating in the Delegated Authority Lender Program of
the Export-Import Bank of the United States (Ex-Im Bank) (or any successor
Program) are eligible to participate in the PLP-EWCP program. Lenders
should be aware that they must comply with 13 CFR § 120.410(d), which
requires SBA Lenders to “be supervised and examined by either a Federal
Financial Institution Regulator or a state banking regulator satisfactory to
SBA.” Ex-Im Bank Delegated Authority Lenders must comply with the PLP-
EWCP application procedures described above; however, such lenders are
not required to have prior experience with SBA 7(a) lending and are deemed
to be an active participant with Ex-Im Bank for purposes of the application.

j.  PLP Lender Authority and Responsibilities (including PLP-EWCP):

Eligibility Requirements:

In addition to the SBA’s business loan eligibility standards set forth in Part 2,
Sections A and B of this SOP, the following restrictions apply to PLP Loans.

a) Lenders may use PLP only for 7(a) loans. Lenders may not use PLP for
any pilot program unless SBA authorizes use of PLP for the pilot.

b) The following types of loans are not eligible under PLP processing:
i) Disabled Assistance Loans (DAL);

i) Loans to an ESOP (under 13 CFR 8§ 120.350 through 120.354) or to
an eligible small business owned or controlled by an ESOP (see
Section A, Ch. 2, Para. B., Employee Stock Ownership Plans, of this
Part for more information);

iii) Loans to a cooperative or to an eligible small business owned or
controlled by a cooperative (see Section A, Ch. 2, Para. C,
Cooperatives, of this Part for more information);

iv) Loans involving a Single Employer 401(k) plan, including a ROBS
plan, unless the only investment held by the 401(k) plan (including a
ROBS plan) is the equity in the Applicant business;

v) Loans involving a Multiple-Employer 401(k) plan (i.e., a plan that
holds in trust the assets of other businesses), including a ROBS plan
(see Part 2, Section A, Ch. 2, Para. D, 401(k) Plans Including
Rollovers as Business Start-Ups (ROBS) Plan, of this SOP for more
information);

vi) Pollution Control Program Loans;

vii) International Trade Loans not secured by a first lien position on the
assets being financed,;
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viii) Applications Previously Submitted to LGPC for Processing. Once

submitted to LGPC, an application withdrawn by a Lender, screened-
out, or declined by LGPC may not be approved by any Lender under
its PLP Authority. E-Tran will not permit the submission of such an
application under any Lender’s PLP authority for a period of 12
months from the date of the withdrawal, screen-out, or decline of the
application; and

iX) Revolving credits are not eligible except under CAPLines and, if the

X)

c)

Lender has authority from SBA to make PLP-EWCP loans, under the
EWCP.

See Part 2, Section A of this SOP for the types of businesses that are
not eligible for SBA financial assistance.

Additional restrictions specific to PLP refinancing are found in 13 CFR
8§ 120.452, and explained further in Part 2, Section B.

PLP Lenders’ Processing Responsibilities (13 CFR § 120.452(a)):

SBA’s business loan eligibility requirements, credit policy, and procedures
apply to PLP loans. The PLP Lender must stay informed on and must apply
all of SBA’s Loan Program Requirements.

a)

b)

i)

Lender’s Eligibility Review:

A PLP Lender must analyze a PLP loan Applicant’s eligibility in the
same way that SBA analyzes eligibility for a regular 7(a) Applicant.
The PLP Lender must keep in its loan file documentation supporting
its eligibility analysis. SBA will not conduct an eligibility review prior
to issuing a loan number. SBA may review the Lender’s
documentation supporting its eligibility determination as part of any
guaranty purchase request or when conducting lender oversight
activities.

For a PLP loan, size of the Applicant is determined as of the date of
the Lender’s approval of the loan. A PLP Lender may accept as true
the size information provided by the Applicant, unless credible
evidence to the contrary is apparent.

Credit Analysis:

SBA has authorized PLP Lenders to make the credit decision without
prior SBA review. The Lender must perform a thorough and complete
credit analysis of the applicant, establish that the loan is of such sound
value as to reasonably assure repayment and document its analysis in
the loan file.

The Authorization:

PLP Lenders draft the Authorization without SBA review and execute it
on behalf of SBA. The Lender must make sure that all collateral and
other requirements documented in the Lender’s credit analysis are in
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each Authorization. The Lender also must include all SBA-required
authorization provisions.

Closing Requirements:

SBA closing requirements are the same for PLP loans as for non-
delegated 7(a) loans. The same SBA forms are required. The Lender
must obtain all required collateral positions and must meet all other
required conditions before loan disbursement. SBA delegates to the PLP
Lender responsibility for all pre-disbursement Authorization
requirements in this SOP. The only actions that the Lender may not take
on a PLP loan are those specifically reserved to SBA.

Within 15 business days after final disbursement, the PLP Lender must
submit to SBA through E-Tran a copy of the final executed
Authorization, along with any amendments or modifications, and retain
all other documents in the PLP Lender’s loan file. The Lender should
not send SBA any other closing documentation, including disbursement
information, except through the required periodic loan status reports
using SBA Form 1502.

Servicing and Liquidation Responsibilities:

See SOP 50 57, 13 CFR § 120.453, and 13 CFR Part 120, Subpart E for
guidance.

iii. Change of PLP Lender’s Structure:

a)

b)

When a PLP Lender’s structure changes and the Lender continues as the
same legal entity that signed the SBA Form 1347, a new SBA Form
1347 is not required including when:

i) The PLP Lender changes its name;

i) The PLP Lender is acquired by another entity and the PLP Lender
continues as a separate legal entity; or

iii) The PLP Lender acquires another Lender and the acquired Lender
does not continue as a separate legal entity;

When a PLP Lender acquires another Lender and the acquired Lender
continues to operate as a separate legal entity, the PLP Lender’s
delegated authority does not transfer to the acquired Lender; however,
the acquired Lender may apply for its own PLP authority;

SBA will not renew a Lender’s PLP authority or will revoke, suspend,
or terminate a Lender’s PLP authority when:

i) The Lender changes its operations so much that it cannot show that it
handles SBA Loans appropriately;

i) The PLP Lender is merged into a non-PLP lender (the surviving
Lender may apply for PLP authority);
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d) SBA will terminate the Lender’s PLP authority and prohibit the Lender
from making any new SBA loans when the Lender is dissolved, closed,
or taken over by a regulatory authority.

e) Ifany SBA office discovers any of the above circumstances, OCRM
must be immediately notified in writing.

iv. Requests for New SBA Guaranty Agreements:
When necessary, the Lender may obtain a new:
a) SBA Form 750 from the Lead District Office; and
b) SBA Form 1347 from OCRM.

3. SBA Express Program

d.

SBA Express was established as a permanent SBA program under P.L.108-447
and signed into law on December 8, 2004. The program reduces the number of
government mandated forms and procedures, streamlines the processing, and
reduces the cost of smaller, less complex SBA loans. The program allows Lenders
to use, to the maximum extent practicable, their respective loan analyses,
procedures, and documentation. In return for the expanded authority and
autonomy provided by the program, Lenders agree to accept a maximum SBA
guaranty of 50 percent. SBA Express Lenders may make SBA Express loans in
any area of the country and must apply and comply with all of SBA’s Loan
Program Requirements.

Qualifications for Initial SBA Express Lender Authority:

i. An existing SBA Lender must demonstrate to SBA’s satisfaction that it
meets the delegated authority criteria set forth above in paragraph E.1.

ii. For SBA Lenders with less than 3 years of SBA lending experience/data, the
Agency may consider performance over the period of time the Lender has
been an SBA Lender, but generally will limit the Lender’s initial term of
participation to 1 year or less. Lenders that identify significant differences
between the performance numbers developed by the Lender and those
developed by SBA (not related to a lack of accurate SBA Form 1502
reporting) may contact OCRM.

Lenders that do not currently participate with SBA:

In addition to meeting the Agency’s Lender requirements as set forth in paragraph
A., Process to Become a 7(A) Participating Lender above, in support of 13 CFR §
120.440(a)(1), a lender that does not currently participate with SBA also must
demonstrate to SBA’s satisfaction that it:

i. Has at least 20 commercial or business loans for $350,000 or less in its
portfolio at its most recent fiscal year end; and

ii. Ensures its primary SBA loan personnel have received appropriate training
on SBA’s policies and procedures (such training could include Lead District
Office training and/or trade association training that adequately addresses

Effective October 1, 2020 Page 40


https://www.sba.gov/document/sba-form-1502-sba-form-1502-instructions
https://www.ecfr.gov/cgi-bin/text-idx?SID=96140bc8bdf0b7fbd19c2780ad6bffab&mc=true&node=pt13.1.120&rgn=div5#se13.1.120_1440

SOP 50106

Part 1, Section A, Ch 1: Lender Participation

SBA’s regulations and Standard Operating Procedures, including SBA’s loan
processing, servicing, and liquidation requirements); and

d. Has no major substantive objections from the D/OCRM (e.qg., relating to risk or
program integrity.

e. Process to become an SBA Express Lender:

To apply for initial SBA Express authority or to reapply for SBA Express
authority, a Lender must submit a request with all applicable supporting
documents to D/OCRM or designee at Delegated Authority@sba.gov.

ii. As noted above, lenders not currently participating with the SBA must meet

the Agency’s Lender requirements and must become an approved 7(a)
Lender before participating in SBA Express. (An application for SBA
Express authority may be made simultaneously with the application for 7(a)
Lender authority.)

The Lender’s request should include:
a) Legal name and address of Lender;
b) Legal name of any holding company of Lender;

c) Name, title, address, phone number, email address, and fax number for
contact person at Lender;

d) Lender’s Lead District Office;

e) A copy of the Lender’s SBA Form 750 and SBA Form 750B, if
applicable; and

f) A good standing/satisfactory statement on the Lender’s letterhead (as
described in paragraph E.1.a.v.a) above.

iv. D/FA will make the final Agency decision in consultation with and upon

receipt of recommendations from D/OCRM. OCRM notifies the Lender and
the Lead District Office of SBA’s decision.

SBA may limit a new SBA Express Lender to a yearly maximum of
$25 million of SBA Express loans in its first year of participation.

f. Supplemental Guaranty Agreement:

If the Lender’s request for SBA Express authority is approved, OCRM
notifies the Lender of the decision and sends the Lender an SBA Form 2424,
“Supplemental Loan Guaranty Agreement SBA Express Program.” The
lender must sign, attest/witness, and return the form to OCRM at
DelegatedAuthority@sba.gov within 30 calendar days before the Lender’s
SBA Express authority is effective.

If the Lender is a PLP Lender, the term of its SBA Express authority, when
possible, will be aligned with the Lender’s remaining PLP term.

Lenders not currently participating in SBA’s loan programs that are approved
for SBA Express will be limited to an initial SBA Express term of 1 year.
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g. Decline of SBA Express Authority:

If the request for SBA Express authority is declined, OCRM notifies the Lender
and Lead District Office with the reason(s) for decline.

To reapply, the Lender must submit a request to OCRM at
DelegatedAuthority@sba.gov explaining how it has overcome the reason(s) for
decline. OCRM will review the request, make a recommendation, and send it to
the D/FA for a final Agency decision. OCRM will notify the Lender in writing of
SBA’s final decision.

h. Renewals of SBA Express Authority:

For renewal of its SBA Express authority, the Lender must demonstrate to SBA’s
satisfaction that it meets the delegated authority criteria set forth in paragraph E.1.
above.

i. OCRM will generally initiate the renewal process approximately 90 days
prior to the expiration of the Lender’s SBA Express authority. It is the
Lender’s responsibility to ensure its point of contact information is accurate
in PIMS. However, if the Lender has not received any correspondence from
OCRM 60 days prior to expiration of its SBA Express authority, it must
initiate the process by submitting to OCRM at DelegatedAuthority@sba.gov
a good standing/satisfactory status statement (as described in paragraph
E.l.a.v.a) above) on the Lender’s letterhead.

ii. OCRM may ask the Lead District Office and the appropriate processing,
servicing, and liquidation centers for comments regarding the Lender’s
activity for its most recent SBA Express term, which may include:

a) Recommendation for or against, and why;

b)  Whether the Lender can effectively process, close, service and liquidate
SBA loans;

c) Changes in Lender’s organization or management;

d) Any recurring denial of liability or repair situations with the Lender;
e) Reasons for any unfavorable loan volume or repurchase rate data;

f)  Identification of any areas of concern; and

g) An explanation of any discussions with the Lender that may impact the
SBA Express renewal decision.

iii. Lenders that have participated in SBA Express for 2 years or more may be
renewed in the program for 2 years, SBA in its discretion may renew for less
than 2 years if Lender or program circumstances warrant. Lenders
participating in SBA Express for less than 2 years may be renewed in SBA
Express for an additional year and may be renewed for terms of up to 2 years
thereafter.
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Notification of Renewal:

OCRM makes the decision and notifies the Lender and the Lead District Office of
the approval and term. OCRM sends the Lender a new SBA Form 2424. The
Lender must sign, attest/witness, and return the form to OCRM at
DelegatedAuthority@sba.gov within 30 calendar days before the Lender’s SBA
Express renewal can be effective.

Non-Renewal and Short Renewal:

If SBA determines in its discretion that an SBA Express Lender does not meet the
delegated authority criteria or that increased supervision is necessary, SBA may:

I. Grant a shorter renewal period; or
ii. Not grant renewal of the delegated authority.

a) Ifrenewal is declined, OCRM notifies the Lender and the Lead District
Office with the reason(s) for decline. The Lender may not make SBA
Express loans after its SBA Express authority expires.

b) To reapply, the Lender must submit a request to OCRM at
DelegatedAuthority@sba.gov explaining how it has overcome the
reason(s) for decline. OCRM will review the request and make the final
Agency decision. OCRM will notify the Lender in writing of the final
decision. See paragraph E.3.l. Reapplying for SBA Express Authority,
below.

See SOP 50 53, for more information on increased supervision.

. Temporary Extension of SBA Express Authority:

If SBA has not completed the renewal process before the Lender’s SBA Express
authority expires, OCRM may extend the Lender’s SBA Express authority for a
short, interim period as determined by the D/OCRM.

Reapplying for SBA Express Authority:

If a Lender’s SBA Express authority was revoked, not renewed, or voluntarily
terminated, after 6 months the Lender may reapply for SBA Express authority by
following paragraph E.3.e., Process to become an SBA Express Lender above.

m. SBA Express Lender Authority and Responsibilities

i. SBA Express Lenders may make SBA Express loans in any area of the
country.

ii. Applications Previously Submitted to LGPC for Processing. Once submitted
to LGPC, an application withdrawn by the Lender, screened-out, or declined
by LGPC may not be approved by any Lender under its SBA Express
Authority. E-Tran will not permit the submission of such an application
under any Lender’s SBA Express authority for a period of 12 months from
the date of withdrawal, screen-out, or decline of the application.
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iii. An application that did not receive an acceptable credit score under 7(a)
Small Loan procedures may be withdrawn prior to submission through
E-Tran or SBA One and may be processed under SBA EXxpress.

iv. See Part 2, Section A, for the types of businesses that are not eligible for
SBA financial assistance, and Part 2, Section B, Ch. 2 of this SOP for other
restrictions on SBA Express loans.

v. SBA Express Lender’s Processing Responsibilities:
a) Lender’s Eligibility Review:

1) SBA Express is a streamlined program, so complex or ambiguous
eligibility issues should be processed using Basic 7(a) Loan procedures
rather than through SBA Express. SBA grants SBA Express Lenders
increased responsibility for screening applicants and loans for SBA
eligibility. SBA Express Lenders must be fully familiar with SBA’s
eligibility requirements as set forth in the SBA Loan Program
Requirements and must screen all SBA Express Applicants and loans
to ensure they meet those requirements.

i) Lenders may rely, in many instances, on certifications provided by the
Applicant, several of which are included in the SBA Express
application documents. In the case of size, the Lender may rely on
information provided by the Applicant at the date of application,
unless the Lender has credible evidence to the contrary.

iii) Certain eligibility issues require additional lender review and/or
verification. Lenders must follow all 7(a) loan eligibility requirements
and maintain appropriate documentation supporting their eligibility
screening in the loan file.

iv) Lenders must carefully review and screen SBA Express Applicants
and loans to ensure they meet SBA’s eligibility requirements before
transmitting the SBA Express guaranty request and supplemental
information via E-Tran.

v) Lenders must ensure all required forms/information are obtained,
complete, and properly executed. Appropriate documentation must be
maintained, including adequate information to support the eligibility of
the Applicant and the loan, in the Lender’s loan file.

b) See Part 2, Section A, Core Requirements for all 7(a) and 504 loans, and
Section B, Ch. 2, SBA Express Loans, for eligibility and underwriting
requirements.

n. Closing, Servicing and Liquidation:

i. The SBA Express Lender must close, service, and liquidate its SBA Express
loans using the same reasonable and prudent practices and procedures that
the Lender uses for its similarly-sized, non-SBA guaranteed commercial
loans.
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ii. Within 15 business days after final disbursement, the SBA Express Lender
must submit to SBA through E-Tran a copy of the final executed
Authorization, along with any amendments or modifications, and retain all
other documents in the SBA Express Lender’s loan file. The Lender should
not send SBA any other closing documentation, including disbursement
information, except through the required periodic loan status reports using
SBA Form 1502.

4. Export Express Program

a. The Export Express Program was designed to help SBA meet the export financing

needs of small businesses too small to be effectively met by existing SBA export
loan guaranty programs. It is generally subject to the same loan processing,
making, closing, servicing, and liquidation requirements as well as the same
maturity terms, interest rates, and applicable fees as the SBA Express Loan
Program. Any differences between the Export Express requirements are set forth
in the appropriate section of this SOP. (For example, certain uses of loan proceeds
are allowed under Export Express that are not allowed under SBA’s other lending
programs. See Part 2, Section B, Ch 4, Para. A. Export Express, of this SOP.)

b. Becoming an Export Express Lender:

i. Lenders must have a signed SBA Form 2426, “Supplemental Loan Guarantee
Agreement Export Express Program,” to make Export Express loans.

ii. The procedures for receiving Export Express authority are different based on
the Lender’s existing authority:

a) Active SBA Express Lenders:

i) Lenders that currently have SBA Express authority that would like to
make Export Express loans must submit a request to SBA. The request
should be submitted to the Lender’s Lead District Office or SBA
Export Finance Managers the lending unit works with on Export
Express loans. These offices should submit the Lender’s request to
OCRM, at DelegatedAuthority@sba.gov. Note: A complete listing of
Export Finance Managers and USEAC locations may be found at
https://www.sba.gov/article/2017/nov/01/list-useacs-sba-staff.

i) D/FA will make the final Agency decision in consultation with and
upon receipt of recommendations from D/OCRM.

iii) OCRM will send the Lender the approval letter and SBA Form 2426
with a copy of the approval letter to OIT and the Lead District Office.

iv) The Lender must sign, attest/witness, and return the form to OCRM at
Delegated Authority@sba.gov within 30 calendar days before the
Lender’s Export Express authority can be effective.

b) Existing 7(a) Lenders that Do Not Participate in the SBA Express
Program:
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i) Existing 7(a) Lenders that would like to participate in the Export
Express Program must submit a request to its Lead District Office or
USEAC. These offices should submit the request to OCRM at
DelegatedAuthority@sba.gov.

ii) If the request was received from the Lead District Office, OCRM wiill
contact the Export Finance Manager in the appropriate USEAC for
comments and process the request in accordance with the procedures
and process for the SBA Express Program, as described in paragraph
E.3.e., Process to become an SBA Express Lender, above.

iii) Lenders can request SBA Express and Export Express authority
simultaneously but are not required to do so.

iv) D/FA will make the final Agency decision in consultation with and
upon receipt of recommendations from D/OCRM.

v) If approved, OCRM will send the Lender the approval letter and SBA
Form 2426, with a copy of the approval letter to OIT and the Lead
District Office.

vi) The Lender must sign, attest/witness, and return the form to OCRM at
DelegatedAuthority@sba.gov within 30 calendar days before the
Lender’s Export Express renewal can be effective.

iii. To obtain or renew Export Express authority, SBA Express Lenders must
demonstrate to SBA’s satisfaction that it:

a)

b)

c)
d)

f)

Meets the criteria for delegated authority set forth in paragraph E.1.,
Delegated Authority Criteria, above;

Can effectively process, make, close, service, and liquidate Export
Express loans;

Is in compliance with SBA Loan Program Requirements;

Has received no major substantive objections regarding renewal from
the Lead District Office covering the territory where the Lender
generates significant numbers of Export Express loans; and

Has received acceptable review results on the Export Express portion of
any SBA-administered Lender reviews.

OCRM will generally initiate the renewal process approximately 90
days prior to the expiration of the Lender’s Export Express authority. It
is the Lender’s responsibility to ensure its point of contact information
is accurate in PIMS. However, if the Lender has not received any
correspondence from OCRM 60 days prior to expiration of its Export
Express authority, it must initiate the process by submitting to OCRM at
DelegatedAuthority@sba.gov a good standing/satisfactory status
statement (as described in paragraph E.1.a.v.a) above) on the Lender’s
letterhead.
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g) OCRM may ask the Lender’s Lead District Office and the appropriate
processing, servicing, and liquidation centers for comments regarding
the Lender’s activity for its most recent Export Express term, which
may include:

i) Recommendation for or against, and why;

i) Whether the Lender can effectively process, close, service and
liquidate SBA loans;

iii) Changes in Lender’s organization or management;

iv) Any recurring denial of liability or repair situations with the Lender;
V) Reasons for any unfavorable loan volume or repurchase rate data;
vi) ldentification of any areas of concern; and

vii) An explanation of any discussions with the Lender that may impact the
Export Express renewal decision.

iv. D/FA will make the final Agency decision on initial requests for Export

Vi.

Vii.

Express authority, and D/OCRM will concur or non-concur in
recommendations to the D/FA. OCRM will approve or decline renewals of
Export Express authority.

SBA will generally grant Lenders Export Express loan authority for a term
that aligns with the Lender’s SBA Express term, unless the D/FA determines
a shorter term is appropriate. The maximum term for all Export Express
Lenders is 2 years. For lenders that have not participated in SBA Express
prior to applying for Export Express authority, the term may be less than 2
years 