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SBA Procedural Notice

11/5/96

 Set ExpDate"12/31/96" 12/31/96
	TO:
	All Employees 
	CONTROL NO.:
	5000-999

	SUBJECT:
	Options for More Timely Processing  of  Character Determinations Available to Lenders
	EFFECTIVE:
	10/05/2006


The purpose of this Notice is to announce that SBA is now offering lenders an alternate way to get character determinations finalized for 7(a) and 504 business loan applicants.  This Notice does not revise the procedures in Standard Operating Procedure (SOP) 50 10 (4) (E); rather it clarifies procedures to inform SBA personnel and lenders of alternatives of which they may be unaware.  Also, this Notice reminds field office/processing center and headquarters staff about the required documentation for character determinations, in order to allow more expeditious processing and decisionmaking. 
BACKGROUND CHECK ALTERNATIVES:
Existing procedures require that any business loan applicant answering affirmatively to any of the three character questions on SBA Form 912 “Statement of Personal History” (Form 912)  go through a background check and character determination.  [SOP 50 10(4)(E), Subpart A, Chapter 6, Paragraph 4.d.]  Currently, SBA conducts two types of background checks:  (1) a Name Check, which requires a search of available records based on a person’s name and social security number (SSN); and (2) a Fingerprint Check, which searches available records based on the person’s name and SSN plus a complete and legibily written FD-258 Fingerprint Card (Fingerprint Card). 

When an applicant discloses a felony, the SOP requires that the background check be a Fingerprint Check.  When an applicant discloses a past offense(s) that was classified as a misdemeanor, the background check can be a Name Check.  In either case, lenders must send the Form 912 package to SBA’s Office of Inspector General’s Office of Security Operations (OSO) for processing.
Upon receipt of the Form 912 package, OSO checks for completeness, logs acceptable requests into its system, and transmits the materials to either the name check or fingerprint sections of the FBI depending upon the offense and/or information provided.  Currently, the FBI generally takes 30-45 days to process Fingerprint Checks and 120 days or more to process Name Checks. 

As of the effective date of this Notice, in order to faciliate a more timely review of a Form 912 where an applicant discloses an offense(s) classified as a misdemeanor, the lender will have the option of submitting a completed Fingerprint Card along with the Form 912, regardless of the type of offense reported on the Form 912.  When the OSO receives a Form 912 package that includes a Fingerprint Card, it will automatically request a Fingerprint Check from the fingerprint section of the FBI even if the offense(s) reported on the Form 912 is a misdemeanor.  If OSO receives the Form 912 without a fingerprint card, OSO will request a Name Check unless the offense indicated is a felony, in which case the Form 912 will be returned so that the Fingerprint Card can be completed.   It is anticipated that a Form 912 submitted with a Fingerprint Card will produce a more expeditious character determination.  
When the OSO receives the FBI Name and/or Fingerprint Check results, OSO generally takes one to two weeks to review the results along with the Form 912 package and either clears the applicant for loan processing or refers the case to the Office of Financial Assistance (OFA) for a character determination.  OSO’s referral to OFA includes a memorandum describing the FBI results as well as comparing the results with the applicant’s disclosure on the Form 912.  The OSO memorandum also highlights if the applicant had previously applied for SBA assistance but was declined due to a finding by OFA of lack of good character, or if the applicant had previously applied and was cleared for SBA loan processing. 

Upon receipt of the OSO referral memorandum, OFA generally takes five working days to issue a character determination in the form of a memorandum to the originating field office/processing center, which includes a copy of the OIG referral memorandum.  OFA will determine either that the applicant has good character, or that an applicant is ineligible for financial assistance due to lack of good character based on his or her status in the criminal justice stystem.  OFA transmits its memorandum to the originating field office/processing center via email attachment.  The field office/processing center then must advise the lender in writing of the Agency’s decision.  The OFA and OSO memorandums as well as the FBI reports are internal and deliberative documents and also contain information protected by the Privacy Act and, as a result, must not be released to the lender or applicant. 
RECONSIDERATIONS
The Agency will consider a request submitted by an applicant for reconsideration of a finding of lack of good character.  The applicant, either directly or through the lender, should send a written request for reconsideration to the Associate Administrator for Financial Assistance.  Factors that contribute to a favorable reconsideration include additional information provided by the applicant that satisfactorily explains the circumstances of the prior offenses; a statement from the applicant indicating that he or she understands the significance of the previous offenses; and/or the passage of time between the date of the prior offenses and the date of application, during which the applicant has not committed additional offenses and has generally led a responsible life and made a contribution to the community.  OFA's goal is to process a request for reconsideration within five working days. 

REMINDERS:

Complete Form 912 packages:  As additional means of ensuring timely processing of character determinations, field office/processing center staff should submit a complete, accurate, and detailed Form 912 package, which consists of:
· Name of originating field office/processing center;
· Name, address, SSN and telephone number of applicant;
· Loan amount;
· Name, address, and telephone number of lender;
· Date of offense(s), name of offense(s), location of offense(s), and detailed disposition of offenses including any court documentation (i.e., jail time, probation, fines, including dates of each event, etc.), including all available court documentation; 
· Signature and date not more than 180 days prior to submission to OSO; and,
· Memorandum from originating field office/processing center with staff contact       

      name and telephone number.

Ineligible businesses:  Please be reminded that under SBA regulations [13 CFR 120.110(n)], if an Associate of a business loan applicant discloses that he or she is under indictment for a felony or a crime of moral turpitude, or on parole/probation for any crime, that applicant is ineligible for SBA financing.  Field office/processing centers considering an application that includes a Form 912 that discloses such information must decline the loan application and should not submit it to OSO or OFA for processing. 

Requests for status of background checks:  After 30 days from the date that a Form 912 package has been submitted to OSO, field offices/processing centers may request the status of background checks from Angeline Williams of OSO at Angeline.Williams@sba.gov.

Questions regarding this Notice may be directed to Shawn McKeehan of OFA via email at christopher.mckeehan@sba.gov or via telephone at (202) 205-7729.

_________________________
Michael W. Hager
Associate Deputy Administrator

     for Capital Access

Expires: 10/01/2007 
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