



SBA Policy Notice

g

11/5/96

 Set ExpDate"12/31/96" 12/31/96
TO:
All SBA Employees and Microloan Intermediaries
CONTROL NO.:
5000-673

SUBJECT:
Expansion  of Allowable Uses of Microloans
EFFECTIVE:
7-18-00

Introduction

This Policy Notice will expand the interpretation of allowable uses for microloans made under the SBA Microloan Program.  In accordance with section 7(m) of the Small Business Act, the  maximum amount for which a microloan may be made is $25,000.  In addition, under current Agency policy, intermediary lenders can use microloan funds as part of a multi-party financing package only if the total financing package does not exceed $25,000.  The purpose of this Notice is to implement a new policy increasing the maximum limit on multi-party financing to $50,000 over the amount of the microloan.

Implementation

In order to allow small businesses to grow, while maintaining a connection to a technical assistance delivery system, SBA will now allow multi-party financing for a total financing package of up to $75,000.  This will allow microlenders and private sector lenders to work together for the good of the small business by using microloans as leverage against larger amounts of financing.  

When leveraging private sector funds with a microloan, the following limitations will apply:

1. The maximum amount that can be loaned under the microloan program is $25,000.

2. The maximum amount that can be leveraged in conjunction with an SBA funded microloan is $50,000, for a total financing package of $75,000.

3. When an SBA microloan is used to leverage private sector funds, the microloan intermediary lender has flexibility in structuring the financing, including taking a subordinate lien position in accordance with prudent lending practices when the circumstances of an individual loan indicates that such a credit decision is reasonable. 

This Policy Notice does not affect SBA’s current policy of maintaining a first lien position on the microloan note, nor does it affect SBA’s policy of non-interference in credit decisions.  Individual microlenders will continue to be responsible for the individual loan collateral and other credit decisions.

____________________

Aida Alvarez

Administrator
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