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SUBJECT:
2001 Microloan Program Legislative Changes
EFFECTIVE:
1-24-2001

On December 21, 2000, President Clinton signed “The Consolidated Appropriations Act of 2001” (PL 106-554), which, among other things, reauthorizes the U. S. Business Administration’s (SBA) 7(m) Microloan Program.  The legislation also makes several significant changes regarding loans and grants made under the program.  The effective date for the changes is December 21, 2000.

The following changes are effective for the 7(m) Microloan Program in terms of lending: 

1. The maximum dollar amount that an intermediary lender may loan under the Microloan Program has been increased from $25,000 to $35,000.  

2. Because the maximum microloan amount has been increased to $35,000, the maximum amount of a multi-party financing has been increased from $75,000 to $105,000.  Intermediaries may continue to leverage microloans with a 2:1 ratio of non-SBA funds to SBA funds.  When a microloan is less than $35,000, the total financing package continues to be limited to not more than three times the microloan amount.  

3. Verification that a microborrower is unable to obtain financing elsewhere is now required on all microloans over $20,000.  This amount was increased from $15,000.

4. An organization may now be considered for “specialized lender” status if its microloan portfolio averages $10,000 or less.  This was increased from $7,500.  Organizations are not required to apply for “specialized lender” status.  This status is determined automatically at the annual review of each participant’s file.  A specialized lender is eligible to receive a larger reduction in its interest payment to SBA.

5. Congress has stated its goal for a nationwide microloan average as $15,000.  This was increased from $10,000.

6. SBA is now authorized to fund up to 300 microlenders nationwide.  This was increased from 200.  

The following changes are effective for the 7(m) Microloan Program in terms of grants to .  Non-lending Technical Assistance Providers (NTAPs): 

1.   NTAPs are now authorized to receive up to $200,000.  This is an increase from the former level of $125,000. (See the next section for  amounts available this year.)

2.  SBA has also been authorized to increase the number of NTAPs to 55.  This is an increase from the previous maximum of 25. 

Based on the amount of funding available for grants this year, as compared to use of funds during previous fiscal years, technical assistance funding will be awarded during fiscal year 2001 as follows:

1. The maximum base grant amount awarded to any intermediary lender will be 20 percent of the intermediary’s outstanding debt to SBA.  This amount will be reduced by any amount of unused funds awarded in previous years.  Grants will continue to require a 25 percent match of cash or in-kind contributions.

2. Bonus grants to “specialized” intermediaries will be awarded in the amount of 5 percent of the intermediary’s outstanding debt to SBA.  This amount will not require a match. 

3. Grants to NTAPs will be capped at $125,000. 

Any questions on these changes should be directed to Jody Raskind, SBA Chief of the Microenterprise Development Branch, at (202) 205-6497 or via email at jody.raskind@SBA.gov.

_______________________

Jane Palsgrove Butler

Associate Administrator

     for Financial Assistance

4-01-2001
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