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SBA Procedural Notice

g

11/5/96

 Set ExpDate"12/31/96" 12/31/96
TO:
All Employees
CONTROL NO.:
5000-770

SUBJECT:
Premier Certified Lenders Program Loan Loss Reserve Funds
EFFECTIVE:
12-18-2001

SBA Procedural Notice 5000-722 sets forth requirements that Premier Certified Lenders (PCLs) must meet in establishing, controlling, and reporting Loan Loss Reserve Funds (LLRF).   That notice also requires each lead SBA office to monitor and oversee their respective PCLs’ conformance with those requirements.   

While establishing the LLRFs is relatively straightforward, fully protecting SBA’s interest in the accounts requires properly executed control and security agreements.  (Which must be signed by the Agency, the PCL, and the depository institution(s) housing the LLRFs.)  These agreements are complex, and they have been further complicated by recent statutory and Uniform Commercial Code changes.   As a result, the Agency is continuing to work with selected lenders and the 504 industry to develop model agreements that will be commercially viable in most/all jurisdictions. While this process has taken longer than anticipated, we expect to complete and distribute model agreements shortly.

However, lending by PCLs is continuing to expand, and we now have a substantial portfolio of PCLP loans.  As a result, it is critical that lead SBA districts follow-up with their PCLs to ensure the LLRFs have been established and contain the required deposits, even though we do not have finalized security and control agreements.  (The security and control agreements will need to be executed later, when they become available.)  Page 4 of SBA Notice 5000-722 describes the PCLs’ LLRF reporting requirements as well as the district’s oversight responsibilities.  It also notes that a current list of each of the PCL’s required loss reserves may be found on SBA’s Intranet at http://yes.sba.gov/offices/fa/504. 

To reiterate, it is highly important that the LLRFs be established and maintained in the required amounts.  The senior economic development official in each field office is therefore asked to forward via e-mail a status of each PCL’s LLRFs to Charlie Thomas by January 15, 2002.  

_________________________

Jane Palsgrove Butler

Associate Administrator
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