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SBA Procedural Notice 5000-687, “PLP Selection Process,” issued on 09-07-2000 introduced the “Lender Evaluation Worksheet” (“Worksheet”), a formula-driven spreadsheet to be used by field offices in making recommendations regarding PLP, SBAExpress and CommunityExpress status for lenders.  Based on experience gained since the worksheet was introduced, the PLP Loan Processing Center (the “Center”) in coordination with District office and Headquarters staff have revised the forms and process to make them more relevant and user-friendly. 

This Notice:  1)  Implements the amended versions of the Worksheets; 2) describes improvements contained in the updated editions; 3) further explains the decision-making process; and, 4) answers frequently asked questions about the worksheets. To better explain these changes, a brief background has been prepared below summarizing the process as detailed in the original Notice followed by specific changes to the Worksheets and the process. 

This information replaces previous instructions about the use of the worksheets as provided in Chapter 3 of Subpart D of 50 10 4.

Background

The goal in implementing this Worksheet approach is to provide greater uniformity in a field office analysis of a lender’s performance as a PLP participant.  The Worksheet approach gives field office staff an opportunity to assess a lender’s fulfillment of particular field office initiatives and seeks to reinforce the field office relationship with its PLP lenders.  Since the SBAExpress and CommunityExpress programs are primarily provided by PLP lenders, we originally planned to use the worksheet system to make decisions on a lender’s status in these pilot programs.  As detailed below, however, the Worksheets will no longer to be used for SBAExpress and CommunityExpress actions.

The basic communication process for decisions involving a lender’s PLP status includes the Center contacting affected district offices for an evaluation of the lender’s performance in the program. The Worksheets provide a profile of a lender’s performance in a district and includes performance data provided by the Center, along with input elements and commentary by district office staff.  Completed Worksheets are gathered by the Center over a two-week period following initial contact with the relevant district offices. After issuing a final reminder, the Center provides a compilation along with its analysis of other relevant information in a memo to the Associate Administrator for Financial Assistance (AA/FA).

The AA/FA makes a decision based on the recommendations presented in the Worksheets as well as all other relevant information, including the status of any related IG investigations, the lender’s standing with its primary regulator, any information provided by the Office of Lender Oversight, and any comments from SBA loan processing and servicing centers.  When taking final action on a lender’s PLP status, the AA/FA will document the basis for her decision.  The PLP Center will notify the field office of the final decision.  Field office staff or the Lender Liaison will discuss the final action with the lender.

Worksheet Modifications

Attached to this Notice are amended Lender Evaluation Worksheets for PLP Nominations and Extensions (11/01/01), PLP Renewals (11/01/01), and a new worksheet format for PLP Expansions (11/01/01). These Worksheets replace the versions attached to Notice 5000-687 and are to be put in use effective immediately.

The following modifications have been made to all worksheet formats:

1. The signature of the Regional Administrator will no longer be required.

2. In order to reflect the importance of a lender review to the PLP consideration, the distinction between PLP and non-PLP compliance reviews has been eliminated in favor of one element titled “SBA Compliance Review.”

3. A category titled “In Compliance” has been added to the list of possible compliance ratings  to allow categorization of review findings in a circumstance where a lender is rated “In Compliance” as the result of a follow-up review conducted after the lender had been found “Not in Compliance.”  This classification has the same impact on the worksheet as a “Generally in Compliance” rating.

4. All Worksheets now contain “National Data" and "District Data" columns, with related input elements.  The PLP Loan Processing Center will enter the raw data on the spreadsheet and selected elements will automatically compute a score.  Other elements will require district office assessments based on the individual field office’s experiences with the lender.

5. All Worksheets now contain a narrative section to allow field office staff to explain the basis behind the points it awarded for those elements that require district office input.  This section must be completed for each request, and will be a critical component in rendering a decision on a request.

6. All Worksheets now have overrides tied to the outcome of the SBA compliance review.  These overrides will cause automatic recommendations of non-approval or of approval for a shortened period, no matter how well the lender scores in the remaining sections of the worksheet.  This modification is explained in greater detail below.

7. All Worksheets now have minimum loan volume thresholds that restrict the user from completing the form if the requisite loan volume minimums for approval or renewal are not met.

8. All worksheets have been revised and some sections have been renamed to better reflect the nature of the review elements.  Worksheets all feature the following sections:

· Compliance

· Portfolio Performance 

(previously “Credit and Early Warning/Trend Analysis”)

· Marketing and Business Development

(previously “Marketing and Economic Development”)

9.   A separate section for Lending Volume is provided on all but the Provisional Expansion Worksheet.  This Provisional Expansion Worksheet is an adaptation of the standard Expansion Worksheet designed to assess expansion requests in districts where the lender has had little or no prior lending volume.  The section pertaining to Lending Volume has been removed, and points have been re-distributed to the other three sections of the worksheet.  A further discussion of the Provisional Expansion worksheet is provided below.

10. All worksheets have similar instruction sheets which have been revised to expand the instruction to district office staff on the criteria to use in evaluating a lender's local market support and business development effort (formerly known as Marketing and Economic Development).  These criteria focus on the lender's ability to meet the needs of the local small business community as observed by the District Director.

11. The Lender Evaluation Worksheet for PLP Nominations and Extensions, and for PLP Renewals includes a macro command which will be invoked by the PLP Loan Processing Center when a workbook is prepared.  When district offices are given the standard option to run the macro at the start of the worksheet, they should elect to disable the macro.

Process Modifications

Loan Volume Requirements

SBA approves PLP status for lending institutions experienced with SBA’s programs that have demonstrated acceptable levels of performance.  In order to continue to participate in the PLP program, a lender must, among other performance criteria, maintain a level of loan activity that demonstrates the lender’s commitment to the program.  In keeping with this principle, the PLP Nominations and Extensions worksheet along with the PLP Renewal worksheet have been established to require the following loan volume minimums for consideration of PLP status in a field office.

For a PLP Nomination or Extensions of Areas of PLP Status, a lender must have made:

1. A minimum of 10 SBA loans in the last 3 full fiscal years and the current year to date.  For example, in FY2002, you would consider FY 1999-2001 volume along with FY2002 volume year-to-date).

or
2. A minimum of 5 SBA loans in the last full fiscal year and the current year to date.  For example, in FY2002, you would consider FY2001 volume along with FY2002 volume year-to-date).

If the lender does not meet one of these criteria, the worksheet will alert the user that the lender has insufficient volume for PLP consideration. The Center will usually input loan approval data into the worksheet.  The format for entering loan volume minimums for PLP Nominations and Extensions is broken down into two questions.  The first asks the user to input the number of loans made by the lender in the last full fiscal year including the current year to date.  The second question asks the user to input the number of loans made by the lender in the two years preceding the last full fiscal year.  The worksheet will compute the aggregate minimum based on a sum of the two responses.

For PLP Renewals:

A PLP lender must have made a minimum of 4 PLP loans since its last PLP approval or renewal.

If the lender does not meet this criterion, the final recommendation at the bottom of the worksheet will default to “Not Recommended – Insufficient Volume” irrespective of the scores in the remaining sections of the worksheet.

SBA Compliance Reviews

Evaluation of an SBA lender for PLP status includes consideration of the results of the lender’s most recent SBA compliance review.  This review, whether performed by district office staff or by the Office of Lender Oversight, is designed to measure the level of lender compliance with SBA policies and procedures in facets of its lending operation.  The outcome of that review is a critically important factor in SBA’s decision regarding a lender’s PLP status.

The worksheets for PLP nomination or extension have been modified so that PLP status cannot be recommended for any lender rated as “Minimally in Compliance” or “Not in Compliance” on its most recent SBA compliance review.  Current PLP lenders rated as “Minimally” or “Not in Compliance” will be limited to 1-year or 6-month extensions of status, respectively.  To verify  that the lender has taken appropriate corrective actions, when a lender is approved for a 6-month extension based on its most recent compliance review rating, OLO will be requested to work with the appropriate field office to assure that a new lender review is completed before the expiration of the brief PLP renewal period.  These PLP term limits will be effective without regard to the total score achieved by the lender from the other sections of the worksheet. If a subsequent follow-up compliance review continues to reflect a lender “Not in Compliance”, the PLP Renewal worksheet will recommend disapproval of the renewal request.  

The lender’s compliance review rating is critical to the PLP approval process.  Consequently, all PLP requests must include information regarding the lender’s most recent PLP or non-PLP review conducted within one year of the worksheet evaluation.  The AA/FA will consider requests for a waiver of the compliance review requirements in connection with a PLP Nomination or Renewal request only if there are special circumstances.   

PLP Expansion and Extension requests will be handled in a similar fashion, and will not be considered if a lender has received a “Not in Compliance” rating.

Scoring Threshold for PLP Nominations

The reduction in the qualifying score for PLP Nominations will be extended to September 1, 2003.  This will align the orientation period with the timetable for PLP Renewals and Expansions set forth in Notice 5000-687.

PLP Expansions

To better reflect the reality that exists within the lending community, SBA has created a new Lender Evaluation Worksheet for use with PLP expansion requests.  This worksheet allows for varying treatment of lenders based on their loan volumes when considered on an office-by-office basis.  This change addresses a number of comments from lenders interested in expanding their PLP authority into districts where they may have had little or no prior SBA lending activity. In those instances, the Lender Evaluation Worksheet for Expansions is referred to as a Provisional Expansion.  The term “Provisional” is used to reinforce the interim nature of a lender’s Expansion request, and specifically one that is based primarily on prospective lending activity.  We have re-distributed the points in a PLP Provisional Expansion Worksheet to three primary areas: Compliance, Portfolio Performance, and Marketing & Business Development. The first two units are based on national data elements and the SBA compliance designation assigned to a lender. The third unit provides the district office with the opportunity to gauge a lender’s ability to meet the local financing needs of their small business community, and allow a district office to assess the lender based on the feasibility of a business development plan.  District offices will need to provide sufficient detail to support the point awards  (or not awarded) in the narrative section of the worksheet.

The provisional nature of this Lender Evaluation Worksheet does not imply that SBA’s approval is conditional.  OFA will honor the approved term, and will re-evaluate PLP status in an expanded territory when a lender’s existing PLP status is up for renewal.  Since the expansion approval, however, has relied on prospective business development in the expanded territory, material variances between projected and actual activity disclosed at the time of PLP renewal will need to be fully explained by the lender and could be the basis for withholding PLP renewal in that district.

Assessments based on Limited Experience

In some cases a district office will have to evaluate the processing, closing, and liquidation capabilities of a lender that has done little or no lending in its area.  In that case, the district may use its best judgment, relying upon the business development plan presented by the lender to the district.  It also can obtain information from other district offices, from its knowledge of a lender’s centralized operations, or from the lender’s most recent SBA compliance review.  The district then should award points based on its assessment of the information obtained, and provide narrative comments on these elements in the space provided in the worksheets.

SBAExpress and CommunityExpress
Differing program requirements for SBAExpress and CommunityExpress, as compared to the PLP program, limit the utility of the worksheets.  Effective with the release of this Notice, SBA will discontinue the use of PLP worksheets for lender requests involving these two programs.  The PLP Loan Processing Center will continue to distribute data on these two programs to district offices for their comment and recommendations.  District office responses are expected to be written narratives and should be sent to the PLP Loan Processing Center on or before the comment deadline set by the Center.

PLP Actions Involving Combined Entities

Over the past year, we have found that the Worksheet process of assembling comments from district offices based on mergers or acquisitions of lenders is not efficient.  With this Notice, we are repealing the use of the Worksheets for actions associated with lender mergers and acquisitions. District office comments regarding conflicting information they may have that involves a lender merger or acquisition should be sent to the Center on or before the comment deadline set by the Center.

OFA Treatment of Non-responses

In the section on “Procedure for PLP, SBAExpress and CommunityExpress Renewal,” Procedural Notice 5000-687 states:  “If a district did not provide its Worksheet response, the lender will not be renewed for that area.”  That sentence is hereby deleted.  In accordance with existing practice, if a district does not provide its Worksheet response regarding a renewal, the AA/FA will decide whether to renew the lender’s status based on all other available information.

Frequently Asked Questions and Answers
Here are the answers to some frequently asked questions:

Q1:  Which Worksheet is used for which type of action?

A1:

Type of Action
Worksheet Used

PLP Nomination
Nomination

PLP Renewal
Renewal

PLP Expansion
Expansion or Provisional Expansion

PLP Extension
Nomination

Q2:  When we receive the Worksheet from the Center, what data is filled in by the Center and what data does the district fill in?

A2:

Nominations and Extensions Worksheet

Center Fills In
District Fills In

Date, District, Lender, Lender ID


Minimum Requirements for Consideration


Compliance:  Payment of SBA Fees
Compliance:  SBA Compliance Review Rating

Compliance: 1502 Reporting


Lending:  Total 7(a) Loan Volume
Lending:  Total 7(a) Loan Volume – Points Awarded

Portfolio Performance:  Currency Rate
Portfolio Performance:  Processing Assessment

Portfolio Performance:  Default Rate
Portfolio Performance:  Closing Assessment

Portfolio Performance:  Loss Rate
Portfolio Performance:  Liquidation Assessment


Portfolio Performance: Currency Rate Difference (from data provided by Center)


Portfolio Performance:  Default Rate Difference (from data provided by Center)

Marketing & Business Development:  Small Loans 
Marketing & Business Development:

Loan Volume (from data provided by Center)  Awarded Value

Marketing & Business Development:  Loans to New Businesses 
Marketing & Business Development :

Loan Concentration – Awarded Value


Marketing & Business Development: Local Market Support – Awarded Value

Renewal Worksheet

Center Fills In
District Fills In

Date, District, Lender, Lender ID, Date PLP Term Ends


Compliance:  SBA Compliance Review Rating


Compliance:  Payment of SBA Fees


Compliance: 1502 Reporting


Lending:  Total 7(a) Loan Volume
Lending:  Total 7(a) Loan Volume - Points Awarded

Lending:  PLP Loan Volume
Lending:  PLP Loan Volume  - Points Awarded

Portfolio Performance: Currency Rate
Portfolio Performance:  Processing Assessment

Portfolio Performance:  Default Rate
Portfolio Performance:  Closing Assessment

Portfolio Performance:  Loss Rate
Portfolio Performance:  Liquidation Assessment


Portfolio Performance: Currency Rate Difference (from data provided by Center)


Portfolio Performance:  Default Rate Difference (from data provided by Center)

Marketing & Business Development:  Small Loans 
Marketing & Business Development:

Loan Volume (from data provided by Center)  Awarded Value

Marketing & Business Development:  Loans to New Businesses 
Marketing & Business Development :

Loan Concentration – Points Awarded 

Economic Development:  Small Loans
Marketing & Business Development: Local Market Support – Points Awarded

Expansions Worksheet

Center Fills In
District Fills In

Date, District, Lender, Lender ID, Date PLP Term Ends


Compliance:  SBA Compliance Review Rating


Compliance:  Payment of SBA Fees


Compliance: 1502 Reporting


Lending:  Total 7(a) Loan Volume
Lending:  Total 7(a) Loan Volume -  Points Awarded  [element not listed on Provisional Expansion worksheet]

Portfolio Performance: Currency Rate
Portfolio Performance: Processing Assessment:  - Points Awarded

Portfolio Performance:  Default Rate
Portfolio Performance: Closing Assessment – Points Awarded

Portfolio Performance:  Loss Rate
Portfolio Performance: Liquidation Assessment:  - Points Awarded


Portfolio Performance: Currency Rate Difference (data provided by Center)


Portfolio Performance:  Default Rate Difference (data provided by Center)

Marketing & Business Development :

Loan Concentration
Portfolio Performance: Loan Volume (data provided by Center)  - Points Awarded  [element not listed in Provisional Expansion Worksheet]

Marketing & Business Development:  Small Loans
Marketing & Business Development: Local Market Support – Points Awarded

Marketing & Business Development:  Loans to New Businesses 


Q3:  My office has an approved non-PLP SBAExpress lender that is up for renewal.  When I am filling out the Renewal Worksheet, what do I fill out for “Compliance – PLP Review Rating”?  And what will be filled in for “Lending—PLP Loan Volume”?

A3:  Effective immediately with this Notice, district offices will no longer use the PLP Lender Evaluation Worksheet format for SBAExpress or for CommunityExpress. The PLP Loan Processing Center will continue to send district offices relevant historical and performance data when seeking comment in connection with nominations and renewals for these programs.

Q4:  May the district keep its narrative attachment to the Worksheet private from the lender?

A4:  Unless there is confidential information involved, the field office must fully disclose and discuss its Worksheet scoring with the lender. Narrative comments contained in the worksheet are also to be disclosed.  If there is confidential information to be considered (e.g. a pending IG investigation or lawsuit), the district should include that in a second narrative labeled as confidential for Agency use only.  As much information as possible should be included in the non-confidential narrative, so that the lender has as a full understanding of the reasons for the district’s recommendation.

Q5:  For a nomination or extension, what if the lender does not meet the “Minimum Requirement for Consideration?”  Should the Worksheet be completed?

A5:  For a nomination, the district is encouraged not to go forward with the nomination.  If it does proceed, it would be under rare circumstances with sufficient justification to overcome the lender’s failure to meet the loan volume minimum.  For an extension, the district must complete the Worksheet.  The Center and the AA/FA will consider the failure to meet the minimum volume requirement in their evaluations.

Q6:  If a lender just attains the necessary loan volume minimum in the worksheet, am I required to award the maximum amount of points possible?

A6:  No.  The district office should make a comparative assessment of a lender’s volume relative to other lenders subject to the same evaluation criteria in that district.

Q7:  When a lender has a “Not in Compliance” review rating, sometimes the follow-up review gives just an “In Compliance” rating, not a rating of Substantially, Generally, or Minimally.  How many points does an “In Compliance” rating get?

A7:  An “In Compliance” rating will be considered to be the equivalent of a “Generally in Compliance” rating, and will receive the requisite number of points.

Q8:  What is the procedure for new PLP, SBAExpress, or CommunityExpress agreements or expansions based on mergers, etc.?

A8:  The expedited process will not change for considering a new Agreement or an expansion for a lender that has acquired a PLP lender that has ceased to exist, for a PLP lender that has changed its charter, or for a new entity resulting from the merger of a PLP lender.  The same is true for SBAExpress and CommunityExpresss requests. District offices will no longer use the worksheet process to evaluate SBAExpress and CommunityExpress requests or renewals. The district offices will respond to the request for input from the Center if they have any information that conflicts with that provided by the lender or if they have any additional relevant information.  The worksheet format will not be used in the response.
Lender participants that have questions pertaining to this Notice are asked to contact their local SBA District office for assistance. Field offices that have questions may contact john.wade@sba.gov in accordance with procedures outlined in SOP 50 10, Rev E, Appendix 11, "Procedures for Requesting waivers, Reconsideration, and Policy Interpretations." 

_________________________

Ronald E. Bew

Associate Deputy Administrator

     for Capital Access

Expires: 7-01-2003 
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