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This notice announces the issuance of Revision "E" to SOP 50-10(4) and identifies the major policy clarifications and changes contained therein.  The changes are highlighted with shading.  While Revision "E" makes numerous technical changes, this notice only enumerates the significant changes and clarification to policy and procedures.  The effective date for Revision “E” will be December 1, 2000. 

Regulatory Amendments

13 CFR §120.10 was amended to include a definition on rentable property. (page 6)


13 CFR §120.111 was amended to make multiple operating companies eligible for financing. (page 45) 

7(a) and 504 National Authorizations

The boilerplates reflect the latest policy and procedures in SOP 50-10(4) as revised or the latest 5000 series policy and procedure notices approved by Headquarters. 


The requirements to be imposed on any first security lender when SBA guarantees a 7(a) loan in second position are now specified. (Page 22)


Guidance is given on who prepares the Authorization. (Page 97)


Policy is established that field counsel are only required to review authorizations for those loans that include non-standard boilerplate language.  (Note: OGC and OFA have agreed to continue the temporary process where counsel continues to review all authorizations. Separate guidance will be provided). (Page 98)


Clarification is given that PLP and PCLP lenders cannot use their own non-SBA approved loan authorization language more than once without SBA approval. (Page 98)


The SBA authorization will no longer be referred to as a "Loan Agreement".  A sample "Loan Agreement" is attached to the boiler plates as a guide for lenders.  (Page 98-1)  


The term "loan authorization" is being replaced with the term "authorization" in the SOP.


The flood insurance provision has been amended to specify the use of FEMA Form 81-93 to determine whether flood insurance is required.  (Page 108)


The child support provision has been revised.  (Page 129)


The building standards condition requiring construction, including leasehold improvements, to meet earthquake hazards is revised for clarity.  (Page 133)


A specific date for execution of the Guaranty Agreement by the lender is no longer required.  Therefore, it has been deleted from the list of requirements. (Page 349)

Credit Elsewhere 


The credit elsewhere standards have been revised as follows:


The use of an "overabundance of collateral” as a reason to classify existing debt as unreasonable is clarified.  (Page 13 & 14)


Balloon provisions are classified as unreasonable while interest only amortization may be classified as reasonable.  (Page 14-1 & 14-2) 


Clarification is provided on who is impacted by the "Utilization of Personal Resources" rule.  (Page 15) 


Liquid assets that secure other debt (over 6 months old) can be exempted from the calculation of available liquid assets under "Utilization of Personal Resources" rule.  (Page 23-1)

Elimination of Ownership Interest

A person can be relieved from the requirements of utilizing their personal resources and being subject to a character review when they completely divest themselves from the applicant concern prior to application.  (Page 23-3)


A person can be relieved from the personal guarantee requirement when they completely divest themselves from the applicant concern prior to disbursement.  (Page 23-4)

Prior Loss to the Government – Clarification is provided about the applicability of a prior loss that is subsequently paid in full to the “Prior Loss” rule.  (Page 43)

Multiple Operating Companies - Procedures for determining the correct NAIC Code (formerly SIC code) to use when multiple OCs are involved is provided.  (Page 50) 

Lien Recordation - Clarification is provided that the lien value to be recorded must equal the amount of the loan.  (Page 95)

Loans To Aliens 


The specifications for when a business owned by an alien(s) is not eligible for SBA financial assistance have been clarified. (Page 31)


The policies pertaining to when a business owned by an alien(s) is eligible for SBA financial assistance have been revised. (Page 70 through 70-6).  Some of the changes include:



Immigrants with permanent status replace aliens with visas. 



The policy that an alien must be able to remain in the US for half the term of the loan is eliminated. 



Verification of INS status is now required. 



Requirements related to loans to businesses owned by foreign nationals have been enhanced.  

Debt Refinancing  


The requirement that each debt being refinanced in a multi debt-refinancing scenario has to contribute at least a 10 percent substantial benefit has been eliminated.  (Page 56)


Notes with balloon payments are considered unreasonable.  (Page 14-1) 


Notes with balloon payments are exempted from the substantial benefits test.  (Page 56)  


Interest only notes are exempted from the substantial benefits test.  (Page 57) 


Lenders can refinance their own debt providing the debt has been current for the past 36 months rather than current forever. (Page 58)

Loans to Purchase Businesses with Existing SBA Loans – Policy is clarified to require that an application to purchase a business with an existing SBA loan must be processed through standard processing procedures. (Page 59-1)

Repayment Analysis - A requirement is added that says when an applicant business has to rely on rental income to be able to demonstrate overall repayment, the analyst must separately analyze and document both the operational and rental repayments.  (Page 60-4)  

Contents of Application - Clarification is provided that a listing of all collateral with a value of $500 or more must be part of every application. SBA Form 4 Schedule A is a satisfactory way for the applicant to convey this information. (Page 146)

Rentable Property 

The determination of how much space a business that builds or acquires a facility with SBA proceeds can lease to an independent third party is clarified, by defining rentable property to only include interior space.  (Page 60-1)

All exceptions to the interior space rule must be handled by OFA.  Any Lender or CDC seeking a waiver must apply through the local district office. (Page 60-2)

Waivers of Guaranties 


Field offices are authorized to decline requests for personal guaranty waivers without coming to the AA/FA.  (Page 100) 


The requirement for an ESOP & ERISA Trust to personally guarantee can be waived by the field under defined narrow circumstances.  (Page 100)

Environmental - The definition of Primary Collateral is clarified. (Pg 118)

Appraisal – Policy is changed to permit loans with real estate transactions of $1,000,000 or more to be processed without an appraisal providing there is a "Complete Appraisal" prior to disbursement. (Page 104)

Multiple Applications - A procedure is provided for handling multiple applications from the same applicant but different lenders. (Page 144)

SBA Form 912, "Statement of Personal History"   (Pages 147 through 151-6)


An FBI name check must be requested every time that a 912 with affirmative responses is cleared.  (Page 147)


The fingerprint requirement may not be waived in the field for any felony except ones previously cleared by the Associate Administrator for Financial Assistance (AA/FA) or designee, regardless of when the offense occurred.  (Page 148 and 151-1)


To reduce the paperwork burden that can be imposed on LowDoc applicants, the character questions found in Section D of the SBA Form 4-L, "Application for LowDoc Loan", will be used in place of a separate 912 for LowDoc applications. (Page 147)


Center Directors (C/D) of LowDoc Processing Centers (LDPC) now have the same authority as a district office to clear 912s and waive fingerprints.  (Page 571)


The field office or LDPC may clear offenses (misdemeanors or felonies) previously cleared by the AA/FA or designee and waive fingerprints when no new offenses have occurred.  (Page 151-2)

Zero Percent Guaranty - Clarification is provided that an ineligible purpose can not be included as part of any loan SBA guaranties and that no part of an SBA loan may be guaranteed at zero percent.  (Page 202)

Guaranty Fees  (Pages 214 through 221-6)


New procedures for collection of the guaranty fee are delineated in SUBPART "B", Chapter 1. (Pages 214 through 221-6)


A new procedure regarding the centralized notification of past due guaranty fees is explained.  (Page 218)


A new policy is provided regarding the automatic cancellation of the guaranty when the guaranty fee is not remitted within the required time frame.  (Page 219)


The guaranty fee must be paid before reinstatement can occur. (Pg 220)


The guaranty fee payment due date for EWCP loans is amended to be the same as for all other 7(a) loans.  (Page 238)

Preferred Lender Program


Clarification is provided that loans to refinance or payoff existing SBA debt are excluded from the PLP process. (Page 342)


Clarification is provided that reconsiderations of previously declined loans must not be submitted under PLP procedures. (Page 342)


The role of PLP lenders in reviewing and executing authorizations on behalf of SBA is redefined.  Pages 348 and 350.


The prohibition against International Trade loans being processed under PLP procedures has been removed.  (Page 339)

504 


Policy on a 504 borrower's ability to lease up to 20 percent of new space is included.  (Page 422)


The policy regarding eligible closing costs for 504 loans is clarified. (Page 430)


Clarification is provided on the restrictions to any Third Party Loan in 504 project financing.  (Page 453)


All extensions of the disbursement period must now be documented and justified in the ALP CDC's files.  (Page 484)

Loan Increases - Clarification on who processes increases.  (Page 177)

EWCP - Clarification is provided about the Preliminary Commitment application process.  (Page 237)

Balloon Payments - Clarification is provided that loans with a fixed rate interest can not be structured with a balloon payment. (Pages 205/207)

Appendix 6 – The Appendix explaining the Fastrack Loan Program has been eliminated.  The SBAExpress Guide issued April 1, 2000 replaces this appendix.  (Pg 583) 

Appendix 11 - Clarification is provided on how to obtain waivers or ask policy questions from Headquarters  (Pages 685)

SOP Distribution 

An electronic version (PDF File) of the entire SOP including the changes from revision “E” has been added to SBA’s intranet home page at “http://yes.sba.gov”.   A similar version of the SOP will be added shortly to SBA’s internet home page for bankers “www.sba.gov/banking” for use by our participants.  Both of these files will most likely have slightly different pagination from any existing paper copies

Revision “E” involves 354 new pages (front & back) within the overall 776 page SOP.   Due to the amount of pages impacted and the variations in pagination, there are no plans to put an electronic version of just the revised pages on SBA’s home page.

A few printed copies of just the replacement pages will be sent to each district and branch office plus the processing and servicing centers prior to the 12/1/00 effective date.  More copies will be available from SBA’s warehouse after an additional print run is completed some time in December. 

Questions on the changes to the SOP 50-10(4) from SBA field staff should be directed to either A.B. McConnell, Jr., Chief, 7(a) Program Branch or Gail H. Hepler, Chief, 504 Program Branch, as appropriate.  Questions from lenders and other non SBA employees should be directed to the local field office.

______________________

Jane Palsgrove Butler

Associate Administrator

  for Financial Assistance

Expires: 02-01-01

