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SBA Procedural Notice

g

11/5/96

 Set ExpDate"12/31/96" 12/31/96
	TO:
	All Employees
	CONTROL NO.:
	5000-803

	SUBJECT:
	Procedures for Expedited Purchase of SBAExpress, Export Express and CommunityExpress Loans in Liquidation
	EFFECTIVE:
	6-11-2002 


The Office of Capital Access is continuing to work with lenders, SBA’s servicing and processing centers, and Agency field offices to identify changes and enhancements to SBAExpress/CommunityExpress that will further streamline the programs and make them more efficient and cost effective for lenders as well as the Agency.  During those discussions, lenders advised that the Agency’s policy of requiring a lender to fully liquidate a loan prior to SBA’s purchase was a roadblock to the lender’s full use of the program.  This is particularly true when liquidation is delayed by circumstances beyond the lender’s control. 

Under SBAExpress, SBA had originally stipulated that it would not purchase a defaulted loan until after the liquidation had been concluded.  However, lenders advise that this policy significantly increases the costs and complexity associated with SBAExpress’s relatively small loans, because it necessitates that the file be handled repeatedly.  Also, after 90 days these loans are listed on the lenders’ “90 Days Past Due Report”, which is closely monitored and heavily weighted by bank regulators and top bank management.  These factors thus constitute a significant impediment to our lending partners’ aggressive use of the SBAExpress program. 

As a result, SBA, upon request of a lender, will immediately purchase any SBAExpress or CommunityExpress loan which had an original balance of $50,000 or less as well as any Export Express loan, regardless of size.  Also, when requesting the purchase of an SBAExpress loan of $50,000 or less, the lender will not be required to substantiate any disposition of business assets.  In addition, the Agency will immediately upon request purchase any SBAExpress loan, regardless of the original amount, involving probate, bankruptcy, judicial foreclosure, litigation, or other unusual liquidation circumstances likely to extend the liquidation process 90 days past the earliest date that the lender can request an SBA purchase.  (Generally the earliest date the lender can request an SBA purchase is when a loan becomes 60 days delinquent.)     

When a lender makes a purchase request for loans over $50,000, it must explain why the liquidation process is expected to be protracted but is not required to submit a liquidation plan.  When SBA purchases an SBAExpress loan before the liquidation is completed, the lender must fully pursue the liquidation to conclusion and must provide SBA with a liquidation status report every 180 days until concluded.  When the liquidation is complete, the lender must provide the Agency with a liquidation report summarizing all collections, and it must forward to SBA its proportionate share of any recovery proceeds not already remitted. 

Lenders should note that, while SBA will expedite the purchase of many SBAExpress loans, lenders do retain the responsibility to aggressively pursue the liquidation of all assets in a timely and prudent manner. In addition, as part of its lender oversight and review responsibilities, the Agency will explicitly evaluate the timeliness and reasonableness SBAExpress lenders’ liquidation activities.  Also, expedited purchases will not affect SBA’s ability to complete purchase reviews, as provided under applicable regulations.   

These changes apply to the SBAExpress, the CommunityExpress, and the Export Express programs.  Questions regarding this notice may be forwarded to Charles.Thomas@sba.gov.

__________________________________

Jane Palsgrove Butler

Associate Administrator 

     for Financial Assistance

Expires: 6-01-2003 
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