
	SBA Procedural Notice

g
11/5/9612/31/96
	TO:
	[bookmark: ToNames]All SBA Employees
	CONTROL NO.:
	[bookmark: Control]5000-1211

	SUBJECT:
	[bookmark: Subject]Secondary Market Sales by SBA Lenders  - Reserve Account Agreement Update
	EFFECTIVE: 
	[bookmark: Effective]6-10-2011



On April 15, 2011, SBA issued Procedural Notice 5000-1205 requiring that all SBA Lenders subject to SBA Information Notice 5000-1106 and SBA Procedural Notice 5000-1161 (May 22, 2009 and July 7, 2010, respectively), both entitled “Secondary Market Sales by SBA Lenders”, enter into a Reserve Account Agreement (“Agreement”) with SBA prior to requesting SBA approval to sell loan guarantees into the Secondary Market.  Lenders were required to make a deposit into a Reserve Account before offering the guaranteed interest for sale. For the reasons discussed below, SBA, will allow affected SBA Lenders to request a loan-by-loan review as an alternative procedure to entering into an Agreement and establishing a Reserve Account.  
Notices 5000-1106 and 5000-1161, as incorporated into SBA Standard Operating Procedure (SOP) 50 53 on Lender Supervision and Enforcement (eff. Oct. 1, 2010), required all SBA Lenders that seek to sell loans into the Secondary Market and that are subject to (i) a Cease & Desist order, (ii) a Consent Agreement affecting capital or commercial lending issues, (iii) other supervisory action that cites unsafe and unsound banking practices or other items of concern to SBA, or (iv) where the SBA Lender’s auditor issued a Going Concern opinion on the audited financial statements (collectively, the “Actions”) to notify SBA of these Actions.  SBA would evaluate the additional risk associated with the Secondary Market sale in determining whether to provide SBA’s prior written consent to the sale.  This evaluation generally included, among other things, reviewing the loans to be sold.  
The requirement detailed in Procedural Notice 5000-1205 for such SBA Lenders to enter into an Agreement with SBA was intended to replace the loan-by-loan review and evaluation with a faster solution, while providing SBA a comparable level of protection against risks associated with Secondary Market sales by such lenders. 
Since the issuance of the Notice, SBA has received comments from affected SBA Lenders indicating that some would prefer the loan-by-loan procedure to the Reserve Account.  For those SBA Lenders, particularly those that are small or that sell only a small number of loans, the Reserve Account may pose liquidity constraints and other challenges.  To accommodate these considerations, SBA will allow affected SBA Lenders to request the loan by loan review as an alternative procedure to the Reserve Account.  If the SBA Lender requests the loan-by-loan review procedures, it must notify the Office of Credit Risk Management (OCRM).  Loans previously reviewed previously by OCRM may not be resubmitted to Citrus Heights for reconsideration.  
Upon written acknowledgement by OCRM, a lender requesting a loan-by-loan review must submit their loan(s) for file review to the Standard 7(a) Loan Processing Center in Citrus Heights, California.  The preferable method to submit loan files is electronically through ‘sendthisfile’ Attention Kim Bozzuto.  If sent in hard copy, the loan files should be sent to the following address:  
Standard 7(a) Loan Processing Center
Attention:  Kim Bozzuto
6501 Sylvan Road
Citrus Heights, CA 95610.  
For SBA Lenders that prefer to use the Reserve Account and not have SBA review every loan, the process described in Procedural Notice 5000-1205 will continue to apply.  The lender’s OCRM analyst will work with it to put the Agreement and Reserve Account in place.  
Please note SBA may, on a case-by-case or loan-by-loan basis, in its discretion, request other financial assurances (including a Reserve Account) or other oversight measures or not approve the loan(s) for sale, given the risk, compliance or other concerns of a particular situation.
Questions on this Notice may be directed to Eugene Stewman, Acting Director, Office of Credit Risk Management at (202) 205-3049.  Questions regarding individual loan file reviews in Citrus Heights may be directed to Kim Bozzuto at 916-735-1500, extension 8040.




_____________________ 
Steven J. Smits
Associate Administrator
Office of Capital Access 
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