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United States
General Accounting Office
Washington, D.C. 20548

Resources, Community, and
Economic Development Division

B-247452
May 15, 1092

The Honorable John J. LaFalce

Chairman, Committee on Small
Business

House of Representatives

Dear Mr. Chairman:

This report responds to your request that we examine the Small Business
Administration’s (sBA) Preferred Lenders Program. Under this program,
sBaA delegates to its best private lenders the authority to approve and
service sBa-guaranteed loans. For sBA’s other private lender programs, the
Certified Lenders Program and the regular loan guarantee program, SBA
retains the task of approving or denying the loan, and in the case of regular
lenders, sBa also performs the credit analysis of the loan applicant.
Because of the greater authority sBa provides to preferred lenders,
preferred loans receive a lower guarantee percentage than those made in
the certified and regular loan programs—a maximum of 80 percent of the
total loan amount. However, regular and certified lenders are subject to
certain sBa-imposed interest rate restrictions, while preferred lenders are
not. From the inception of the Preferred Lenders Program in fiscal year
1983 through fiscal year 1991, over 11,100 preferred loans, totaling $2.9
billion when approved, have been made to small businesses. The program
represents an increasingly greater share of all sa-guaranteed business
loans.

The purpose of establishing the Preferred Lenders Program was to
improve service to the small business community without increasing SBA’s
involvement. In view of this purpose, you requested that we analyze the
program in terms of the number of loans made, loan processing efficiency,
and failure rate of these loans. Specifically, this report provides
information on (1) the preliminary results of the Preferred Lenders
Program, (2) the characteristics of preferred loans as compared with other
sBA-guaranteed business loans, (3) the geographic distribution of preferred
loans and (4) preferred lenders’ compliance with SBA’s regulations as
determined by independent audits.

As part of our examination of preferred lenders, we compared certain
aspects of their performance with that of certified and regular lenders. We
did not, however, examine the performance of certified and regular
lenders. In addition, we did not assess whether or not borrowers under the
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Results in Brief

Preferred Lenders Program would have been deprived of credit in the
absence of the program.

When sBA’s loan programs are measured by the number of loans made,
loan processing efficiency, and loan failure rate, early indications are that
the Preferred Lenders Program has achieved better results than either the
certified or regular loan programs. However, most preferred loans have
not reached the age when loans typically fail, which is about 3 years, and
sBA’s Office of Inspector General (016) has found that preferred lenders
have not always complied with sBA’s rules and regulations.

The number of preferred loans has increased nearly every year since the
program'’s inception in 1983. For example, while 83 preferred loans were
made in 1983, over 280 loans were made in each of the following 2 years,
and the number of preferred loans made over the next 5 years increased at
an average annual rate of 54 percent. In 1990, 2,435 preferred loans were
made. Regarding loan processing efficiency, a 1989 sBa study found that
processing preferred loans takes one-third the time of processing loans
under the certified loan program, and one-quarter the time of processing
loans under the regular guaranteed loan program. This efficiency, in part,
has helped sBa maintain a fairly stable volume of guaranteed lending
despite agencywide reductions in staff. Finally, the failure rate of preferrec
loans is only one-third that of loans made under sBA’s other guaranteed
loan programs. Specifically, of the preferred loans made between fiscal
years 1983 and 1990, 362, or 4.5 percent, failed, while of the certified and
regular loans made during this period, 2,911, or 10.2 percent, and 12,004, o1
15.8 percent, failed, respectively.

Compared with other sBa-guaranteed loans, preferred loans are larger in
dollar amount but have similar interest rates. Preferred loans also more
often receive spA’s maximum guarantee applicable to that program.
Preferred loans and other sBA-guaranteed loans typically are made to
businesses that are similar in terms of their organizational type and
industry.

Lending under the preferred loan program is concentrated geographically.
For example, in fiscal year 1990, 10 of sBa’s 85 district and branch offices
accounted for 61 percent of all of the preferred loans made. These 10
offices were b of the 7 district and branch offices located in California, and
district offices in Newark, New Jersey; Philadelphia, Pennsylvania;
Montpelier, Vermont; Seattle, Washington; and Milwaukee, Wisconsin.
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Conversely, no preferred loans were made in 27 districts in fiscal year
1990, and three or fewer preferred loans were made in 11 districts.
According to sBA, the geographic concentration of preferred loans is due to
a number of factors, including competition among lenders and the regional
economies’ effect on the demand for loans.

Recent audits of the program by sBa’s 01G have found problems with
preferred lenders’ loan making, in particular, the unexplained or unclear
use of loan proceeds and inadequate collateral to secure loans.
Furthermore, sBA’s 1990 Federal Managers’ Financial Integrity Act report
includes as a material weakness in internal controls the agency’s oversight
of preferred lenders, citing a lack of accurate data to properly monitor the
program. To improve the monitoring of lenders, in July 1990 sBa revised its
handbook for the program, adding a review checklist for district office
staff to use when sampling loan files during their periodic visits to
preferred lenders. SBA officials also told us that the agency will include
visits to preferred lenders and reviews of preferred loans in its reviews of
district offices’ internal controls.

Background

In fiscal year 1983, sBA established the Preferred Lenders Program to
improve the delivery of sBAa-guaranteed loans to the small business
community. Under this program, sBA delegated to its best lenders the
authority to approve loans and to perform almost all actions involved in
servicing and liquidating these loans without sBA’s approval. To be
accepted into the program, a lender must, among other things, have
successfully participated in the agency’s Certified Lenders Program;
demonstrated the ability to process, close, service, and liquidate loans
efficiently; and had loan failure rates that do not exceed the national or
local rates. By relying on the expertise of its best lenders, sBa hoped to
reduce its direct involvement in the lending process while continuing to
provide service to the small business community.

By giving lenders unilateral authority for loan decisions, the program
differs from the two other sBa-guaranteed business loan programs
authorized under section 7(a) of the Small Business Act—the regular and
certified loan programs. For regular loans, the lender submits a complete
loan application package to the local sBa office, which performs the credit
analysis and makes the loan decision. Under the certified loan program,
the lender performs the credit analysis; however, SBA makes the loan
decision. For preferred loans, the lender both performs the credit analysis
and makes the loan decision.
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Early Results of the
Preferred Lenders
Program

In making preferred loans, lenders are not restricted by sea's interest rate
ceilings, which apply to the other types of guaranteed loans. Rather,
preferred lenders may charge the maximum interest rates allowable under
state law. As compensation for the greater authority granted preferred
lenders, the agency sets the maximum guarantee percentage for preferred
loans at 80 percent. The maximum guarantee percentage is the percentage
of the total loan amount for which sBA guarantees the repayment of
principal to the lender, not to exceed $750,000. This percentage, which
was increased from 75 percent in January 1990, is less than the maximum
guarantee percentage provided for certified and regular loans, which can
range from 86 to 90 percent depending on the loan amount.

Since preferred lenders have greater authority than other spa lenders, the
agency intends their loans to be made to borrowers who are better credit
risks than borrowers of either certified or regular loans. Preferred lenders
can process loans under all three guaranteed loan programs; however, SBA
requires preferred lenders to process at least 40 percent of their
sBA-guaranteed loan portfolio as preferred or certified loans.

Private lenders can be certified to participate in the Preferred Lenders
Program if they have successfully participated in sBA’s certified loan
program for at least 1 year. In addition, the lenders must have a low rate of
loan failures relative to other lenders’ and must have processed at least 40
percent of their sBa-guaranteed loan portfolio as certified loans during the
preceding year. Lenders initial certification to participate in the preferred
loan program can be for 2 years; after this, certification can be renewed
for up to 2 years. (App. I contains more detailed information on how the
Preferred Lenders Program works.)

When SBA’S loan programs are measured by the number of loans made,
processing efficiency, and loan failure rate, early indications are that the
Preferred Lenders Program has achieved better results than either the
certified or regular loan programs. However, most preferred loans have
not reached the age when loans typically fail, which is about 3 years.

In nearly every year since the preferred loan program'’s inception, the
number of preferred loans made has increased. In fiscal year 1983, the first
year of the program, only 83 preferred loans were made. Since then, the
number of loans made has generally increased each year and in fiscal year
1990, 2,435 preferred loans, originally approved for $736 million, were
made. These 1990 figures represent 15 percent of the number and 20
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percent of the amount of all sBa-guaranteed business loans made that year.
Of the 8,381 preferred loans made since the program began, nearly
three-fourths have been made in the last 3 fiscal years. sBa officials
attribute the program’s increasing share of sBA’s loan volume to several
factors, including an increase in the number of preferred lenders (nearly
doubling in fiscal year 1987 alone).

The program has helped sBA to maintain a fairly stable volume of business
loans despite a 20-percent reduction, between fiscal years 1983 and 1990,
in the staff that process and service loans. In a 1989 study on resource
allocation, sBA found that preferred loans take only a third to a fourth as
much time to process as sBA’s certified and regular loans. sBa officials
stated that if the Preferred Lenders Program were not available, the
agency would not have the necessary staff to perform the loan processing
and servicing that preferred lenders now perform,

The percentage of loans that fail—loans that are in liquidation or have had
their guarantees purchased—is lower for preferred loans (4.6 percent)
than for certified loans (10.2 percent) and regular loans (15.8 percent).
According to sBa officials, the lower failure rate of preferred loans should
be expected since they are to be made to borrowers who are better credit
risks. While the lower rate may indicate that preferred loans are being
made to better credit risks, it should be noted that the average age of
failed certified and regular loans is 3 years, and nearly three-fourths of all
preferred loans are only 3 years old or less. Still, for loans the same age,
the failure rate of preferred loans is less than that of certified and regular
loans.

Performance of Individual
Lenders

While we were able to compare the Preferred Lenders Program’s overall
performance with the certified and regular loan programs’, we were
unable to compare individual lenders’ performance among programs
because sBA’s data base does not always automatically match loans with
the lenders that made them. Measures of preferred lenders’ performance
(including the number and failure rate of loans made) are important
because SBA uses them to certify participants in the program.

To determine the loan volume and failure rate of each lender participating
in its private lender programs, sBa relies on lender identification numbers
provided by a private vendor. For main banks with branch offices, the
vendor assigns every branch and the main bank a unique identification
number. To obtain a summary of a main bank’s lending, sBa’s loan
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Characteristics of
Preferred Loans

accounting system combines information on all of the branches’ loans and
adds it to the information on the main bank’s loans. However, sBA’s loan
accounting system does not always automatically link loans made by
branch banks with those made by the main bank. This problem is generally
associated with the use of temporary identification numbers.

When the loan activity of a branch is not linked with that of its main bank,
any lending that originates from the branch bank is not accounted for in
the measures of the main bank’s performance. Thus, for regular loans, the
main bank’s loan volume will be understated and the failure rate will be
inaccurate. (See app. II for more details on the results of the Preferred
Lenders Program.)

Preferred loans tend to be larger in dollar amount than certified or regular
loans, but preferred loans have interest rates similar to those of the other
sBa-guaranteed loans. Specifically, in our review, for all three programs,
fixed-rate loans carried an average interest rate of 12 percent, and the
majority of variable-rate loans carried rates of 2.6 percent or less above
the prime rate. (Though we would have liked to analyze the effect that the
term of loans has had on the interest rates charged, we were unable to
because of problems with sBA’s data.) Preferred loans are more often made
at the maximum guarantee percentage than are other sBa-guaranteed
loans. Most borrowers of preferred loans are corporations, existing
businesses, and are in the retail and service industries. Finally, in a
Jjudgmental sample of preferred loans, sBA’s 01G found that all or part of the
proceeds of most of the loans were used by the borrower to repay debt.

Preferred Loans Are Larger
Than Other Loans

Preferred loans are usually larger in dollar amount than certified and
regular loans. Between fiscal years 1983 and 1990, the average size of
preferred loans was $273,000, compared with $192,000 for certified loans
and $182,000 for regular loans. While 41 percent of all preferred loans
were for $250,000 or more, only 26 and 24 percent of the certified and
regular loans, respectively, were for that amount. Conversely, only 20
percent of the preferred loans were for less than $100,000, though 36
percent of the certified loans and 40 percent of the regular loans were for
that amount. The average size of preferred loans has increased 24 percent
in the last 2 fiscal years, after sBA raised the maximum guarantee amount
from $500,000 to $750,000 for all three programs. During the same period,
the average size of certified and regular loans increased by 3 percent and
16 percent, respectively.
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Interest Rates Are Similar

Overall, the interest rates for preferred loans are similar to those for
certified and regular loans. In our review, this was true both for loans with
fixed and variable interest rates. Although interest rates may vary with the
term of the loan, at the time of our review we could not analyze the effect
of loan term on interest rates because SBA’s data on loan term do not
always reflect the original term of the loan.

For the fixed-rate loans we reviewed, there was virtually no difference in
the interest rates charged under the preferred, certified, and regular loan
programs, For all three programs, the average rate was 12 percent.

Fixed-rate loans accounted for about 15 percent of each program'’s loans.

SBA places a higher ceiling for variable interest rates for certified and
regular loans when the term is 7 years or longer—2.75 percentage points
above the lowest prime rate, versus 2.25 percentage points. Variable-rate
loans represent about 85 percent of each program’s loans. We found that
the spread in the interest charged above the prime rate was comparable
for all three programs, with the majority of all loans having interest
spreads of 2.5 percent or less above the prime rate. Furthermore, although
preferred loans are not subject to SBA’s rate ceilings as are certified and
regular loans, our analysis showed that of the preferred loans with
variable interest rates, only 2 percent had rates greater than 3 percentage
points over the prime rate. There were no certified or regular loans with
variable interest rates that high. spa officials believe that market
competition keeps the interest rates for preferred loans in line with the
rates for other spa-guaranteed loans.

Other Characteristics of
Preferred Loans

We also found that preferred loans are more often made at the maximum
guarantee than are certified and regular loans. For example, while 92
percent of all preferred loans are made at the maximum guarantee for
such loans, only 63 percent of certified loans and 59 percent of regular
loans are made at the maximum guarantee applicable for those loans.
Preferred loans and the other guaranteed loans generally are made to
similar businesses. Eighty percent of the preferred loans go to established
businesses, and 70 percent of all certified and regular loans go to
established businesses. Most borrowers are in the retail and service
industries: 60 percent for preferred, 65 percent for certified, and 62
percent for regular loans. Finally, in a judgmental sample of preferred
loans, the 01G found that all or a portion of most of the loans were used to
repay existing debt. (See app. III for more details on the characteristics of
preferred loans.)
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Lending under the preferred loan program is concentrated geographically.
Preferred lenders are most active in three geographic areas, the states of
California and Vermont and, together, the cities of Philadelphia and
Newark. In contrast, many central and southeastern states had little or no
lending under the program. For example, in fiscal year 1990, only eight
preferred loans were made in the states of Alabama, Arkansas, Kansas,
Louisiana, New Mexico, and Oklahoma.

Lending under the preferred loan program is also concentrated in
relatively few sBa districts. For example, in fiscal year 1990, 10 of sBA’s 85
district and branch offices accounted for 61 percent of all preferred loans
made. Conversely, in fiscal year 1990, 27 district offices had no preferred
loans, and 11 district offices had three or fewer.

SBA officials cited many reasons for the concentration of preferred lending.
The number of preferred lenders in a given area, competition among these
lenders, the proximity of preferred lenders to borrowers, the regional
economies’ effect on the demand for loans, and the degree of support for
the program by sBA regional and district offices were among the factors
the officials cited. (See app. IV for more details on the geographic
distribution of lending.)

In fiscal years 1989 and 1990, sBA’s 01G audited the preferred loan program.
Visiting five preferred lenders located in four sBa districts, the 016 found
that these lenders did not always comply with program regulations and
that sBA’s monitoring could be more effective. Most incidents of
noncompliance involved loan making—in particular, the unexplained or
unclear use of loan proceeds and inadequate collateral to secure the loan.
sBA’s Office of Financial Assistance has reported similar findings in its
reviews of loan applications and field reviews of preferred lenders. Also,
sBA's 1990 Federal Managers’ Financial Integrity Act report includes as a
material weakness the agency’s oversight of preferred lenders.
Specifically, the report states that oversight of preferred lenders should be
increased to be commensurate with the increased loan volume and that
incorrect computer data compound the problem.

sBA district office officials overseeing the lenders reviewed by the o1G did
not always agree with the 016's findings. While each office agreed to take
corrective action where appropriate, several strongly took exception to
certain findings. In particular, these offices disagreed most with the o1G's
findings that sBA had an inferior lien position, alternative sources of
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financing were not considered, and a lack of assurance existed that
lenders took corrective action. The 016 maintains that the problems it has
identified are valid and issued a report in September 1991 in which it
recommended that SBA take several steps to improve controls over and
procedures for the preferred loan program, including following up on the
carrective actions of lenders. (See app. V for more details on evaluations

of the program.)

Conclusions

The Preferred Lenders Program was createc to improve service to small
businesses without increasing sBa’s involvement. Early indicators show
that this program has had favorable results in terms of the number of
preferred loans made, the efficiency with which these loans are processed,
and the rate at which these loans fail. The efficiency with which sBA may
process preferred loans, in part, has allowed the agency to maintain the
number of general business loans it guaranteed during a period of
declining staff levels. At the same time, failure rates for preferred loans
compare favorably with those for regular and certified loans. However,
most preferred loans have not reached the age when loans typically fail,
and the 016 has found that some preferred lenders are not complying with
SBA’S rules and regulations for making preferred loans.

Because sBa has not identified all loans with temporary lender
identification numbers and its loan accounting system data base cannot
automatically link temporary and permanent identification numbers, sBa
cannot automatically compile data on the amount of lending by and loan
failures for individual lenders. sBa officials said that while they can obtain
accurate failure rates by manually compiling each preferred and certified
lender’s guaranteed loan portfolio, they cannot do so for regular loans
because of the high volume of regular loans. With the increasing volume of
preferred loans, manually compiling data for preferred lenders will
become increasingly burdensome.

Recommendation

Because of the increasing volume of preferred loans and to ensure that SBA
is aware of the performance of all lenders, we recommend that the sBA
Administrator require the Assistant Administrators for Information
Resources Management and for Financial Assistance to

develop an automated process capable of compiling loan data on

individual lenders and ensure that monitoring staff use this information
when reviewing lender’s performance and renewing lenders’ certification.
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We discussed the findings, conclusions, and recommendation presented in
this report with officials of sBA’s Office of Financial Assistance and
incorporated their comments where appropriate. These officials agreed
with our recommendation to develop an automated method to link all
loans with their respective lenders. As agreed with your office, we did not
obtain written agency comments on this report.

Our review was conducted between September 1990 and October 1991 in
accordance with generally accepted government auditing standards. To
obtain information on the number, failure rates, and characteristics of
preferred, certified, and regular loans, we used sBA’s loan accounting
system data base of all guaranteed loans approved during fiscal years 1983
through 1990. To obtain information on preferred lenders’ compliance
with program regulations, we relied on reports issued during 1990 and
1991 by sBA's 01G, and we reviewed agency memorandums summarizing the
results of field offices’ monitoring visits to lenders.

We interviewed sBA headquarters and district office officials to learn about
the operation of the preferred loan program and reviewed sBA’s policies
and procedures for guaranteed loans. We also reviewed the results of sBA’s
fiscal year 1989 and 1990 Federal Managers’ Financial Integrity Act reports
on internal controls. To assess the reliability of data contained in the data
base, we drew a random sample of loans made in two sBA district offices
and an sBA service center and compared the information in the data base
with that in the loan applications. (See app. VIII for a more detailed
description of our scope and methodology.)

The fields in sBA’s loan data base that contain data on fixed and variable
interest rates were not reliable for one of three offices tested. In addition,
because of a high rate of error for data on loan term, we were unable to
assess the effect loan term has on the interest rates charged. Also, because
10 of sBA’s 85 district offices incorrectly input interest rate data into SBA’s
data base on loans, our analysis excluded data from these districts
(Wilmington, Delaware; Atlanta, Georgia; Boston, Massachusetts;
Springfield, Massachusetts; St. Louis, Missouri; Las Vegas, Nevada;
Concord, New Hampshire; Columbus, Ohio; Nashville, Tennessee; and Salt
Lake City, Utah). Loans made in these districts represented 10, 17, and 11
percent of all preferred, certified, and regular loans, respectively, made
between fiscal years 1983 and 1990. However, because other data fields we
tested showed few or no errors, we believe sBA’s data base is reliable
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overall. (See app. IX for more information on our assessment of the
reliability of sBA’s data.)

As agreed with your office, unless you publicly announce its contents
earlier, we plan no further distribution of this report until 30 days after the
date of this letter. At that time, we will provide copies to the Senate Small
Business Committee, the Administrator of sBa, the Director of the Office of
Management and Budget, and other interested parties. We will make
copies available to others upon request.

This work was performed under the direction of Judy A. England-Joseph,
Director, Housing and Community Development Issues, who may be
reached at (202) 275-6626. Major contributors to this report are listed in
appendix X.

Sincerely yours,

G

J. Dexter Peach
Assistant Comptroller General
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The Preferred Lenders Program

SBA Is Less Involved
in Loan Processing
Under the PLP

The Small Business Administration (sBA) created the Preferred Lenders
Program (pLP) in 1983 in an effort to reduce processing time for loans
made to the small business community. The pLP allows sBA to designate its
private lenders as “preferred,” delegating to them most loan-making
decisions and—by not involving itself with the application and
servicing—streamlining the delivery of financial assistance.

The pLP did not replace sBA’s other two programs that guarantee business
loans, the Certified Lenders Program (cLP) and the regular loan program,
but instead utilizes more fully the expertise of sBA’s best lenders. Since the
PLP's inception, the number of preferred lenders has increased from 19 in
1983 to nearly 160 in 1990. In 1990, PLP loans accounted for about 16
percent of SBA’s general business loans.

Three programs for processing sBa-guaranteed general business loans are
available to lenders. The regular program, sBA’s original program for
guaranteeing loans, has been utilized by over 12,000 private lenders. Many
of these lenders, however, are relatively inactive participants in sBA’s loan
programs. Under the regular program, the lender submits a complete loan
application package to its local sBa office. sBA analyzes the application and
aims to provide the lender with a loan approval decision in about 20
calendar days. Regular loans made up about 60 percent of SBA’s general
business loans in 1990.

For the CLP, SBA relies more upon its 640 participating lenders, which have
been screened for admission into the program. The cLp lender performs
the credit analysis, but sBa retains the authority to approve loans. sBa
endeavors to review and process the loan package within 3 days. In 1990,
cLP loans accounted for about 25 percent of the general business loans SBA
processed.

The pLP is composed of an even more select group of lenders. The nearly
160 institutions that participate in the program are sBA’s best lending
partners, entrusted with full authority to analyze the loan application and
borrower’s creditworthiness; to close and service the loan; and even, if
necessary, to liquidate it. While no firm criteria have been established to
define when pLP loans should be made, they are generally intended for the
most creditworthy clients, who are considered very able and likely to
repay the loans. To ensure that PLP loans are reserved for the strongest
borrowers, if a loan’s circumstances appear ambiguous or unusual, SBA
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encourages its preferred lenders to submit the loan under the cLP or the
regular loan program rather than the PLP.

Participation inthe
PLP Reserved to SBA's
Best Lenders

Because of the responsibility entrusted to preferred lenders, participation
in the PLP is reserved for sBA’s best lenders. To be accepted into the
program, a lender must have successfully participated in the agency’s cLp
for at least 1 year and have processed at least 40 percent of its overall
portfolio of spA-guaranteed loans under the cLP in the preceding year. The
lender must also have a history of submitting to sBA complete, accurate,
and adequately analyzed loan-guarantee applications, and the lender must
have demonstrated the ability to process, close, service, and liquidate
loans efficiently.

In addition to having to meet these criteria, PLP lenders may not have a
loan failure rate that exceeds the national or local rates. Intangibles such
as having a good rapport with the local sBA office are also considered.

SBA’s Assistant Administrator for Financial Assistance is responsible for
designating lenders as “preferred,” on the basis of recommendations made
by the sBA branch or district office and the responsible sBa regional office.
This designation may be conferred initially for up to 2 years and thereafter
renewed for 1 or 2 years at the discretion of the Regional Administrator.
Once admitted to the program, a preferred lender is expected to process at
least 40 percent of its sBa-guaranteed business loans through the pLP
and/or the cLP; lesser participation in the programs could be cause for
nonrenewal.

Lenders that have unacceptably high failure rates or low loan volumes or
that fail to comply with applicable statutes, regulations, or policies may be
suspended or removed from the PLP. These lenders do, however, retain the
right to appeal sBA's decision. Since the program’s start, 61 preferred
lenders have lost their certification. Most terminations (44) have been
owing to lenders’ disinterest, as evidenced by low loan volumes or
inactivity. Other causes have been noncompliance (1), high loan failure
rates (2), takeovers by the Federal Deposit Insurance Corporation (5),
mergers (3), or other reasons (6).
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PLP Loans Not
Subject to SBA's
Interest Rate Cap but
Have Lower
Guarantee

To compensate preferred lenders for their added responsibility, sBa allows
them to charge borrowers the maximum interest rate allowable under the
prevailing state law. For certified and regular loans, sBa limits the
maximum interest rates lenders may charge. To compensate SBaA for the
greater authority it grants preferred lenders, it sets the maximum
guarantee percentage for preferred loans at 80 percent. This percentage,
which was increased from 75 percent in January 1990, is less than the
maximum guarantee percentage provided for certified and regular loans,
which can range from 85 to 90 percent depending on the loan amount. The
lower maximum guarantee percentage helps sBa ensure that participating
lenders use the pLP for borrowers with the strongest credits.

SBA Evaluates Its PLP
Lenders

PLP lenders are subject to a two-part Lender Evaluation Program. The first
part consists of regular evaluations called periodic lender field reviews.
These reviews, which generally involve 1-day visits to a preferred lender,
are conducted by a team of local sBa staff on a quarterly basis for first-year
PLP lenders, and at least annually for all other pLP lenders. During these
visits, sea staff randomly sample loans that have been approved, serviced,
and liquidated under the program’s procedures to verify the completeness
of the loan files. As part of the reviews, sBa staff are responsible for
documenting findings, discussing them with the lender, and developing
plans for any needed corrections. According to sBa, these reviews are not
intended to be adversarial proceedings; rather, they are to be fact-finding
visits, designed to promote the lender’'s understanding of the pLP and
strengthen the partnership between sBa and the lender.

The second part of the Lender Evaluation Program is the pLP Early
Warning Review, under which the local sBa office reviews all PLP loan
applications. The lender forwards the loan application and its own credit
analysis with any attachments to the local sBa office. The purpose of this
review is to identify any problems with the borrower’s eligibility so that
sBA can address them before the loan is disbursed.

The PLP is jointly administered by sBA's district, regional, and central
offices. The Financial Institutions Branch of the Office of Financial
Assistance is responsible for analyzing lenders that district offices
nominate for participation, monitoring lenders’ performance, evaluating
program results, and setting policy. This office also acts as the liaison
among lenders, field staff, and the central office staff.
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Results of the Preferred Lenders Program

Number of PLP Loans
Has Increased

When sBA’s loan programs are measured by the number of loans made,
processing efficiency, and loan failure rate, early indications are that the
PLP has had better results than either the CLP or regular loan program.
Since fiscal year 1983, both the number and dollar amount of PLP loans
have increased nearly every year. At the same time, the program'’s
processing efficiency has helped sBa handle its work load despite a
20-percent reduction in staff. The failure rate for pLP loans, 4.5 percent, is
less than half the failure rate for certified and regular loans; this difference
should be expected since preferred loans are intended for borrowers with
stronger credit. However, when calculated using the dollar amount, the
failure rate of PLP loans is about two-thirds that of cLP and regular loans,
because, on average, PLP loans that have failed are larger than those that
have not. While sBa officials informed us that, on the whole, loan data for
each program are accurate, they pointed out that the data on individual
lenders is not always reliable because of sBA’s inability to automatically
link all loans with individual lenders. As a result, we could not compare
the performance of individual pLP lenders and other lenders.

In all but 1 year since fiscal year 1983, the number of preferred loans made
has surpassed the number made the previous year. During this same time,
the combined number of cLP and regular loans made has decreased by 10
percent. As shown in table II.1, the increase in the number of PLP loans
began slowly, and nearly three-fourths of the 8,381 pLP loans made during
fiscal years 1983 through 1990 have been made in the last 3 fiscal years. pLP
loans account for an increasing share of sBA-guaranteed general business
loans. In fiscal year 1990, pLP loans accounted for 15 percent of the number
and 20 percent of the dollar value of all sBA-guaranteed general business
loans.
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Table il.1: Number and Dollar Amount of Approved SBA-Guaranteed Loans

Dollars in millions

Loans, by program

PLP CLP Regular All
Dollar Dollar Dollar Dollar
Flscal year Number amount Number amount Number amount Number amount
1983 83 $237 2,904 $4413 12,389 $2,004.8 15,385 $2,4698
1984 285 77.5 4,281 722.8 12,379 2,103.1 16,945 2,903.4
1985 282 79.5 4,255 768.0 10,896 1,877.3 15,433 2,7248
1986 664 173.6 4,141 753.6 9,399 1,636.0 14,204 2,563.2
1987 976 2541 3,950 7833 9,604 1,726.4 14,530 2,763.8
1988 1,639 400.0 4,250 894.6 9,095 1,710.1 14,984 3,004.7
1989 2,017 541.0 3,837 835.8 8,264 1,680.8 14,118 3,057.6
1990 2,435 736.0 4,031 876.5 9,728 2,1145 16,194 3,727.0
Total 8,381 $2,2854 31,649 $6,075.9 81,763 $14,853.0 121,793 $23,214.3
sBa officials attribute the growth in the number of preferred loans to
several conditions: (1) lenders’ increased confidence in making pLP loans
as these lenders have gotten several years of operating experience; (2) an
increase in the number of preferred lenders from 19 in fiscal year 1983 to
about 160 in fiscal year 1990; and (3) a September 1988 increase in the
maximum guarantee amount for sBA-guaranteed loans, from $500,000 to
$750,000. Though sBA increased the guarantee percentage for PLP loans
from 76 percent to 80 percent in January 1990, it is too early to tell what
effect this change could have on the program.
The PLP Is an In a February 1989 study on the allocation of human resources in sBa field
X offices, the agency measured the time required to complete processing
Efficient Method for tasks for PLP, CLP, and regular guaranteed loans. On the basis of estimates

SBA to Process Loans

from field offices, sBA determined that loan processing under the PLP was
the most efficient means by which the agency processes loans, taking only
one-third and one-quarter the time of processing cLP and regular loans,
respectively. According to an sBa official, the gains in efficiency resulting
from the pLP most benefit those sBaA offices with the highest loan volumes.

While the number of all guaranteed loans has remained fairly stable since
fiscal year 1983, the number of staff engaged in sBA's financial and
investment activities, including section 7(a) loan programs, has declined.
Specifically, between 1983 and 1990, Finance and Investment staffing
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Failure Rate of PLP
Loans Is Low

decreased 20 percent, from 1,614 to 1,212 personnel, owing to staffing cuts
mandated by the Office of Management and Budget.! During the same
period, however, sBA’s overall number of guaranteed loans decreased by
only 8 percent. While sBaA officials said they do not know if the PLP alone
has allowed the agency to cope with staff reductions, they pointed out that
should the program end, sBA would not have staff to perform the tasks that
PLP lenders now do.

The failure rate of pLP loans is lower than those of SBA’s other guaranteed
loans. sBA defines failure rate as the number of loans in liquidation plus the
number of loan guarantees purchased, divided by the number of loans
disbursed. As shown in table I1.2, fewer than 5 percent of all PLP loans
disbursed between fiscal years 1983 and 1990 have failed. This failure rate
is less than half that for sBA’s CLP loans and only one-third that for sBa’s
regular loans. However, calculated using the dollar amount of failed loans
rather than their number, the failure rate for pLP loans is closer to those for
CLP and regular loans.

|
Table 11.2: Fallure Rates of Disbursed PLP, CLP, and Regular Loans, Fiscal Years 1983 Through 1990

Total amount Amount of failed Fallure rate of

Fallure rate loaned (dollars in  loans (doliars in amount loaned

Loan type Total loans Falled loans (percent) millions) millions) (percent)
PLP 7,748 352 4.5 $2,076 $172 8.3
CcLP 28,543 2,91 10.2 5,423 566 104
.Flggular 75,976 12,004 15.8 13,184 1,879 14.3

Note: Failures include loans in liquidation and loan guarantees purchased.

According to sBA officials, the PLP's coniparatively lower failure rate is
expected since preferred loans are intended for borrowers with better
credit—those that have a high probability of repaying the loan.
Additionally, sBA instructs PLP lenders to submit risky or complicated loans
under CLP or the regular loan program so that the agency can become more
involved in making loan decisions.

While pLP loans currently have a lower overall failure rate than cLp and
regular loans, the pLP’s failure rate may increase. As shown in figure 1.1,
loans that have been outstanding for a longer period of time have a higher
failure rate than loans disbursed more recently. This trend becomes
apparent when failure rates are computed separately for the loans

IFigures represent full-time-equivalent employees and exclude Disaster Assistance staff.
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disbursed in each fiscal year. For example, for PLP loans made in fiscal
year 1983, the failure rate is 9.5 percent, compared to 3.3 percent for pLP
loans made in fiscal year 1989, This pattern also exists for the certified and
regular loan programs. Because nearly three-fourths of all pLP loans are 3
or fewer years old, the program’s overall failure rate may increase to be
closer to the rates for the certified and regular loan programs as the pLP
loans get older. Still, the failure rate for PLP loans is lower than the failure
rates for certified or regular loans the same age.

Figure il.1: Faillure Rates Calculated
Using the Number of Disbursed PLP,
CLP, and Regular Loans, by Age of
Loan

30 Percentage

Y R R 2 I B |

~ o ~ - © © A ©
Age of Loan
- PLP

mumm ClLP
s Regular

Note: We determined the age of ioans by the fiscal years in which the loans were approved. For
instance, we considered loans approved in fiscal year 1990 to be 1 year old, and loans approved
in fiscal year 1983 to be 8 years old.

As shown in figure I1.2, failure rates calculated using the dollar amount of
failed loans also are generally higher for older loans. For PLP loans, this
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failure rate is closer to those of CLP and regular loans than is the failure
rate calculated using the number of loans, For pLP loan disbursements 3
years old or less, the failure rates that consider the amount loaned are
much lower, particularly because the total amount loaned under the
program increased substantially in the last few years. Only for PLP loans 7
years old—approved in fiscal year 1984—is the failure rate for the amount
loaned lower than for loans approved the following year.

Figure 11.2: Failure Rates Calculated
Using the Dollar Amount of Disbursed
PLP, CLP, and Reguiar Loans, by Age
of Loan

Problems With Data
Hinder Evaluation of
Lenders

30 Percentage
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Note: We determined the age of loans by the fiscal years in which the loans were approved. For
instance, we considered loans approved in fiscal year 1990 to be 1 year old, and loans approved
in fiscal year 1983 to be 8 years old.

While we were able to compare the PLP’S results with the certified and
regular loan programs’ in terms of the overall number of loans made and
the programs’ failure rates, we could not compare individual preferred
lenders with other lenders because of the inability of sBa’s data base to
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automatically match all loans with the appropriate lenders. sBa officials
stated that while they manually perform this task for the affected pLp and
CLP loans, they do not do so for regular loans because of their high loan
volume. These officials acknowledge that, until corrected, automated data
on the performance of individual regular lenders as reported in SBA’s
management reports can be erroneous.

sBA assigns each lender participating in its guaranteed loan programs an
identification number provided by a private vendor. These seven digit
alphanumeric identifiers are contained in a reference manual supplied by
the vendor to each sBa field office. The manual, consisting of separate
volumes for each state, lists the address of each lender within the state
and the lender’s corresponding identification number. SBA requires that an
identification number be affixed to each loan before the loan can be
entered into the agency’s data base so that the identification number can
be used to compile information on each lender’s loans.

sBa officials said the majority of the problems with the data result from the
system’s inability to automatically link loans with a lender when the lender
has different addresses, such as when a main bank has branch locations.
The problems are generally associated with the use of temporary
identification numbers. Under sBA’s system for identifying lenders,
temporary identification numbers are assigned to lenders that are not
already listed in the reference manuals. These numbers are only to be used
until a permanent identification number is assigned by the vendor, a
process that should take about 3 months, according to sBa officials. Until a
permanent number is assigned, sBa’s data system cannot automatically
link the temporary identification number of a location, such as a branch
office, to the permanent identification number assigned to the main bank.
According to sBa officials, in December 1991 their automated file of
identification numbers contained 2,762 temporary identification numbers.
SBA plans to delete 2,296 of these numbers because they have shown no
activity and to determine why the remaining 466 temporary identification
numbers have not been replaced with permanent numbers.

The examples in table II.3 illustrate how the number of loans a main bank
makes and its failure rate can change when loans made by branch offices
are properly accounted for. The examples represent actual cases in which
sBA corrected the identification numbers for loans of branch offices.
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. _____________________________________________|
Table I1.3: Lending by Three Main Banks and Thelr Branches

Fallure rate

Disbursed loans Falled loans Percentof  Percent of
Lender Number Amount Number Amount number amount
Lender 1
Main 1,357 $172,612,993 197 $18,627,033 145 10.7
Branch 1 68 7,916,013 60 4,428,861 88.2 55.9
Branch 2 12 1,510,136 12 1,369,229 100.0 90.6
Combined 1,437 $182,039,142 269 $24,425,123 18.7 13.4
Lender 2
Main 208 $33,979,087 37 $4,357,751 17.7 12.8
Branch 1 13 2,300,710 10 1,410,749 76.9 61.3
Branch 2 29 4,301,620 23 2,517,153 79.3 58.5
Combined 250 $40,581,417 70  $8,285,653 28.0 20.4
Lender 3
Main 394 $52,996,794 98  $9,700,196 24.8 18.3
Branch 1 41 6,020,039 0 0 00.0 00.0
Combined 435 $59,016,833 98  $9,700,196 22.5 16.4

For the examples above, SBA’S management reports on the lending by
individual lenders did not include the branches’ loans in the main bank’s
statistics because the temporary identification numbers for the branch
banks identified them as separate financial institutions. As a result, lender
1's number of loans and failure rate were understated by 80 loans and 4
percentage points (14.5 percent versus 18.7 percent). Lender 2's number of
loans and failure rate were understated by 42 loans and 10 percentage
points (17.7 percent versus 28.0 percent). Lender 3's number of loans was
understated by 41 loans, and the lender’s failure rate was overstated by 2
percentage points (24.8 percent versus 22.5 percent).

The inability of sBA’s system to automatically link identification numbers
can also affect banks that have merged under a new name, in which case a
new identification number has to be assigned to both banks, or banks that
have been taken over by another bank, in which case one of the banks
must receive a new identification number. According to sBa officials,
sometimes the old identification number remains in effect without being
linked to the new identification number. Any additional loans made under
the old identification number will not be accounted for in statistics on
loans made under the new identification number. sBa officials have also
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found in their data system different permanent identification numbers
designating the same bank.

sBa officials agree that there is no systematic process that identifies
temporary identification numbers that are not linked to permanent
numbers. Unless sBA personnel identify and manually link the information
on loans made by a branch bank to a main bank’s information, the two will
always be reported separately.
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and Lenders

PLP Loans Are Larger
Than CLP and Regular
Guaranteed Loans

Preferred loans are generally made for larger amounts than sea’s certified
and regular guaranteed loans. Overall, preferred loans have interest rates
similar to those for sBA’s other guaranteed general business loans. In a
Jjudgmental sample of preferred loans, sBA’s Office of Inspector General
(01G) found that all or a portion of most loans sampled was used to repay
debt. While the loan guarantee may be reduced for loans involving the
repayment of debt owed to the lender, over 90 percent of all pLP loans and
about 60 percent of CLP and regular loans were made at the maximum
guarantee. Borrowers of preferred loans tend to be established corporate
entities, primarily from the retail and service industries, while most
lenders are banks.

PLP loans are larger on average than CLP and regular 7(a) guaranteed loans.
For pLP loans made between fiscal years 1983 and 1990, the average
amount was $273,000, compared to $192,000 for cLP loans and $182,000 for
regular loans. As shown in table III.1, while 41 percent of PLP loans were
for amounts of $250,000 or more, only about 25 percent of cLP and regular
loans were of this size.

The average size of PLP loans dramatically increased when SBa raised the
ceiling on all guaranteed loans from $500,000 to $760,000 in September
1988. (This ceiling applies to the amount of the loan that is guaranteed.
The total amount of the loan may be greater.) This change has increased
the average amount of PLP loans by 24 percent over the last 2 fiscal years.
This increase compares to a 3-percent increase in the average amount of
cLP loans and a 16-percent increase in the average amount of regular loans.

Table Nll.1: Distribution of PLP, CLP,
and Regular Loans, by Amount, Fiscal
Years 1883 Through 1890

Percentage of loans, by program

Loan amount PLP CLP Regular
$50,000 or less 9 15 20
$50,001 - $99,999 11 21 20
$100,000 - $249,999 39 38 36
$250,000 - $499,999 25 18 17
$500,000 - $749,999 11 6 6
$750,000 or more 5 2 1
Total 100 100 100
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Overall, the interest rates for PLP loans are similar to those for cLp and
regular loans. This is true for both loans with variable and fixed interest
rates. Variable-rate loans accounted for 81 percent of the pLP loans, 87
percent of the cLP loans, and 85 percent of the regular loans made between
fiscal years 1983 and 1990.

Our assessment of the reliability of sBA’s data base showed that 10 district
offices erroneously entered variable interest rates as fixed interest rates.
These errors were found for all loan types, pLP, CLP, and regular. We
therefore excluded from our analysis the interest rate data from all 10
offices and performed our analysis of interest rates using data from the
remaining district offices. Loans made in these 10 districts represented 10,
17, and 11 percent of the pPLP, CLP, and regular loans, respectively, made
between fiscal years 1983 and 1990. However, according to sBA, omitting

_ data on these loans did not affect our overall analysis of interest rates.

(See app. IX for details on our assessment of the data base’s reliability.)

Variable Rates Were
Similar for All Three
Programs

For variable rate loans, interest rates did not appreciably differ among the
three loan programs. As shown in table II1.2, 27 percent of pLP loans had
interest rates that were more than 2.5 percentage points above the prime,
compared to 32 percent of cLP and 36 percent of regular loans. Only 2
percent of PLP loans had interest rates above 3 percentage points over the
prime. sBA officials stated that market competition keeps interest rates for
PLP loans in line with the rates for other guaranteed loans.

Table II.2: Distribution of Varlable
Interest Rates for PLP, CLP, and
Regular Loans, Fiscal Years 1983
Through 1980

Percentage of loans, by program

interest above prime rate PLP CLP Regular
0.5% and below 1 5 3
051-1.0 3 4 4
1.01-1.50 15 10 7
1.51-2.00 29 25 24
2.01-250 24 24 26
251-3.00 25 32 36
Above 3.0% 2 0 0
Total 100* 100 100

Note: Analysis does not include loans from 10 SBA district offices.

"Does not equal 100 percent because of rounding.
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SBA’s regulations require that for certified and regular loans, lenders may
not charge interest rates more than 2.25 percentage points over the lowest
prime rate for loans with terms of less than 7 years and 2.76 percentage
points over the lowest prime rate for loans with terms of 7 years or longer.
Because the interest rate charged may vary with the term of the loan, we
attempted to compare the interest charged for preferred loans with that
for other guaranteed loans of similar term. However, we were unable to
perform this analysis because of problems with sBaA’s data on loan term.
Specifically, in assessing the reliability of the data base, we estimated that
for one of three district offices assessed, data on loan term was in error for
16.1 percent (+10.8 percent) of the records.

Most of the errors occurred for liquidated loans for which data on loan
term (called maturity months) had been changed when the loans were
serviced to reflect the remaining months outstanding on the loans instead
of the originally approved term of the loans. sBA officials stated that these
changes are intended to reflect the effect of deferments granted during the
life of the loans. When asked how without having accurate data on loan
term they ensure that lenders do not exceed the applicable interest rate
limitations, sBA officials explained that they ensure compliance at the time
the loans are approved.

Average Fixed Rates Were
the Same for All Three
Programs

Most Preferred Loans
Sampled by the OIG
Used to Repay Debt

For fixed-rate loans, interest rates were no different for pLP loans than for
other sBa-guaranteed loans. For fixed-rate loans made under each of the
three programs between fiscal years 1983 and 1990, the average interest
rate was about 12 percent. Fixed rate loans accounted for 19 percent of
the PLP loans, 13 percent of the cLP loans, and 15 percent of the regular
loans during this period.

In its fiscal year 1989 and 1990 audits of the pLP, SBA'S OIG reviewed a
sample of 165 loans at five participating lenders. Of the 165 loans sampled,
49 were described in sufficient detail in the audit reports to show how loan
proceeds were used. As shown in table IIL.3, 30 loans (61 percent), were
used to repay debt, either solely or in combination with other uses. Debt
repayment accounted for $10,380,222, or 45 percent of the total dollar
amount of these loans. Of the amount used to repay debt, $3,362,193 (32
percent) was used to repay debt owed the preferred lender and $7,018,029
(68 percent) was used to repay debt owed other lenders. Lenders may
make a loan that will be used for repaying existing debt only if the loan’s
guarantee percentage is reduced so that the lender’s risk is not changed.
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Table lIi.3: Use of Loan Proceeds

Use of ioan Number of ioans
Repayment of debt owed to preferred lender 1
Repayment of debt owed to another lender 6
Repayment of debt owed to pretferred lender and to another

lender 3
Repayment of debt owed to preferred lender and other uses 6
Repayment of debt owed to another lender and other uses 12
Repayment of debt owed to preferred lender and to another

lender, and other uses 2
Working capital only 5
Working capital and other uses 3
Other uses excluding working capital (purchases of machinery

and equipment, land/building, construction, etc.) 1"
Total 49

Note: Uses were for a portion of loans judgmentally selected for review by SBA's OIG.

More PLP Loans
Receive the Maximum
Guarantee

Under certain circumstances, lenders are obligated to reduce the
maximum loan guarantee percentage. One such circumstance occurs if a
substantial portion of the loan proceeds is used to repay debt owed to
financial institutions, particularly debt owed the lender of an
sBA-guaranteed loan. Given the high incidence of debt repayment for pLP
loans sampled by sBA’s 01G, we queried the loan data base to determine the
percentage of PLP loans made at the maximum guarantee. As shown in
table II1.4, 92 percent of all preferred loans were made at the maximum
guarantee.! In comparison, only 63 percent of cLP loans and 59 percent of
regular loans were made at the maximum guarantee. We could not
determine from the information available in the loan data base why only 8
percent of pLP loans were made at less than the maximum guarantee.

Table lil.4: PLP, CLP, and Regular
Loans Made at and Below the
Maximum Guarantee, Fiscal Years
1983 Through 1990

PLP loans CLP loans Regular loans
Percent Percent Percent Percent Percent Percent
Guarantee of number of amount of number of amount of number of amount
Below maximum 8 12 37 48 41 54
At maximum 92 88 63 52 59 46
Total 100 100 100 100 100 100

'Beginning in January 1990, the maximum guarantee allowed on PLP loans is either 80 percent of the
loan amount or $750,000, whichever is less. Previously, the maximum percentage allowed was 76
percent. CLP and regular loans can be guaranteed for 90 percent on loans of less than $155,000 and 85
percent for loans of $1565,000 or more, or $750,000, whichever is less.
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Most PLP Borrowers
Are Corporations,
Existing Businesses,
and in the Retail and
Service Industries

As shown in figure III.1, corporations receive about 60 percent of all pLP
loans, followed by individual businesses (30 percent), and then
partnerships (10 percent). Borrowers in the cLP and regular loan program
follow the same pattern, but these two programs serve slightly more
individual businesses and slightly fewer corporations.

Figure iil.1: Organizational Types of
PLP, CLP, and Regular Borrowers,
Fiscal Years 1983 Through 1890
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As with cLP and regular loans, PLP loans mostly go to established
businesses (those in existence for more than 1 year). As shown in figure
I11.2, almost 80 percent of all PLP borrowers are established businesses.
Similarly, 70 percent of cLP and regular loans go to established businesses.
That relatively fewer PLP loans go to newer businesses may be due to the
fact that newer businesses are generally riskier; SBA instructs PLP lenders
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to submit risky or complicated loans under the CLP or the regular loan
program rather than under the pLP.

Figure H1.2: Distribution of Loans Made
to New and Existing Businesses,
Flscal Years 1983 Through 1990
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As shown in figure II1.3, most borrowers under all three loan programs are
in the retail and service industries. Borrowers in the manufacturing
industry account for an additional 18 percent of PLP loans, and 15 percent
of cLp loans and 16 percent of regular loans. Collectively, restaurants,
grocery stores, and gas stations constitute the majority of borrowers in the
retail industry, while health services, business services, and automobile
repair services represent the majority of borrowers in the service industry.
Borrowers in the manufacturing industry are generally producers of
industrial and computer equipment as well as producers of fabricated
metals.
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Figure H1.3: Distribution of PLP, CLP,
and Regular Loans, by industry of
Borrower, Fiscal Years 1983 Through
1890
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According to sBa officials and agency records, the majority of pLP lenders
are banks. Of the 212 past and present preferred lenders, only 20 have not
been banks. These included four business and industrial development
companies (BIDCO), 11 small business lending companies (SBLC), and five
savings and loans. BIDCOs are nondepository institutions that are regulated
by the state banking commissions. sBLCS are also nondepository
institutions; however, they are regulated by sBA. Since they have no
deposits, SBLCS rely on the loan guarantee to raise lending capital.
Currently, only six SBLCS and two BIDCOS remain in the program.
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(Geographic Distribution of Preferred Loans

'Lending under the PLP is concentrated in relatively few sBa district offices,

while other offices account for little or no PLP lending. PLP lending is
greatest in California and in various eastern states and is least in the
central and southeastern states. The average loan size also differs from
office to office, sometimes substantially. The distribution of borrowers
follows the same pattern as that of lenders.

As shown in table IV.1, 10 of sBA’s 85 district/branch offices accounted for
61 percent of all PLP loans made in fiscal year 1990, Of sBa’s 85
district/branch offices, the top 156 accounted for 74 percent of all pLp loans
made. In contrast, many sBA district offices have little lending under the
PLP. For example, in fiscal year 1990, 27 sBaA district offices accounted for
no PLP loans, while 11 more accounted for three or fewer.

Table IV.1: Distribution of Approved
PLP Loans, by SBA District Office,
Fiscal Year 1990

Number Percent Amount (dollarsin  Percent

District office of loans of loans millions) of amount
San Francisco, Calif. 298 12 $118.1 16
Los Angeles, Calif. 265 11 109.0 15
Montpelier, Vt. 204 8 337 5
Santa Ana, Calif. 151 6 715 10
Sacramento, Calif. 115 5 40.1 5
Newark, N.J. 95 4 25.1 3
Philadelphia, Pa. 93 4 30.1 4
San Diego, Calif. 89 4 31.0 4
Milwaukee, Wis. 83 3 23.5 3
Seattle, Wash. 83 3 15.4 2
All Others 959 39 2379 32
Total 2,435 100* $735.9 100*

*Does not equal 100 percent becauss of rounding.

Lending under the PLP in fiscal year 1990 was most pronounced in three
areas: California (38 percent of PLP loans), Vermont (8 percent), and the
cities of Philadelphia and Newark (8 percent). Also, Milwaukee and Seattle
each accounted for 3 percent of PLP loans. In contrast, many central and
southeastern states had little or no lending under the program. For
example, Alabama, Arkansas, Kansas, Louisiana, New Mexico, and
Oklahoma together accounted for only eight preferred loans in fiscal year
1990.
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Over a broader span of time, the distribution of lending by state is
essentially the same as for fiscal year 1990, as illustrated in figure IV.1.

Figure IV.1: Geographic Distribution of PLP Loans, Fiscal Years 1983 Through 1890
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As shown in figure IV.2, when measured by the dollars loaned, the
geographic distribution of pLP lending is slightly different. For example,
while the average size of pLP loans for sBA’s top 10 offices in fiscal year
1990 was about $337,000, the average size ranged from about $473,000 at
the Santa Ana District Office down to $165,000 at the Montpelier District
Office.

ﬂgurc IV.2: Geographic Distribution of PLP Loans, by Dollar Amount Loaned, Fiscal Years 1983 Through 1880
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sBa officials cited many reasons for the concentration of PLP lending,
including the number of pPLP lenders in a given area and the proximity of

SRS ANVENIRA IL) VR mEwm ot we W - eie mweswewm e ams S e S TS 258 AT

PLP lenders to borrowers, lenders’ marketing efforts, regional economies’
effect on the demand for loans, and the degree of support SBA regional and
district offices provide for the program.

Lending under the PLP is generally greater in more densely populated areas
and in locations where there are a large number of preferred lenders. A
case in point is California, the nation’s most populous state. More
preferred lenders, 26, are in California than any other state, and the
highest number of preferred loans, 2,116, have been made there. Most
borrowers are located in the same state as the preferred lender from
which they get the pLP loan. The highest concentrations of rLP borrowers
are in California, Vermont, New York, New Jersey, and Wisconsin. (See
app. VII for a summary of PLP lenders, by state.)

sBA officials said that lending under the PLP is greater in areas where
lenders market the program more aggressively and that regional
economies have an effect on the demand for loans.

Finally, because the program at the outset was designed as an option for
district offices to use, SBA headquarters officials said that regional and
district offices differ in their support of the pLP. Generally, these officials
said district offices with greater work loads depend more on preferred
lending than offices with lighter work loads. One sBA official believed that
some district offices still have the mistaken notion that preferred lending
could result in lost jobs and therefore remain wary of the program.
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Preferred Lenders Compliance With SBA’s

Regulations

PLP Lenders Not
Always in Compliance
With Rules and
Regulations

In fiscal years 1989 and 1990, sBA’s 01G audited the PLP. The 0IG found that
some preferred lenders did not always comply with program regulations
and that sBa’s monitoring could be more effective. Findings similar to the
01G’s have also been reported by sBA’s Office of Financial Assistance as a
result of its reviews of loan applications and reports based on field
reviews of PLP lenders. To better control lenders, sBa has made a number
of changes to the PLP and is considering more. Some of the proposed
changes could reduce the number of lenders participating in the program.

The 016’s audit covered five preferred lenders located in four sBa
district/branch offices (Jacksonville, Florida; San Antonio, Texas;
Montpelier, Vermont; and Milwaukee, Wisconsin). The overall objectives
of the audit were to determine whether (1) PLP lenders were carrying out
loan processing, servicing, collection, and liquidation in accordance with
SBA’s rules and regulations and (2) the agency was effectively overseeing
PLP lenders.

In the four audit reports issued between March 1990 and January 1991, the
oIG found that for 79 of the 165 PLP loans sampled, or 48 percent, lenders
were not in compliance with sBA’s rules and regulations for the program.
As shown in table V.1, most deficiencies found by the 01G pertained to loan
making. For loan making, the 0IG questioned most often the use of loan
proceeds and various matters affecting loan collateral. The 01G determined
10 loans to be ineligible for the PLP program since their proceeds were
used for purposes disallowed by regulations. These loans often involved a
business’ change in ownership and the payment of debts owed by
principals rather than the borrower. For 17 other loans, the 016 believed
the lender did not properly justify the use of the loan proceeds. For most
of these loans, all or a part of the proceeds was used to refinance debt,
including the repayment of interim advances made by the preferred lender.
For three of these loans, the 01G believed the lender had used the loan to
reduce its credit exposure.

The 016 questioned 15 loans because the lender had taken a lien position
superior to SBA’s on assets used to secure the loan. For seven loans, the 01G
believed the lender overestimated the value of collateral. In addition, the
01G found that for two loans, the lender sold collateral in excess of
prescribed limits without SBA’s approval. In general, the 016 concluded that
each of the five lenders audited did not always comply with SBA’s rules and
regulations.
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Table V.1: Summary of Findings by
SBA's 0IG

Description of finding Frequency of finding
Loan making 86
Use of proceeds not eligible/not appropriate 10
Use of proceeds not explained/not clear 25
Alternate sources of financing not considered 14
Ability to repay questioned 10
Collateral not adequate 27
Servicing 7
Servicing action inadequate 18
Lender's control over collateral inadequate 62
Liquidation 4
Collateral sold without SBA's approval 1
Lender failed to provide liquidation plans 3
Other 37
L.ender charged prohibited fees 58
Lender sold the unguaranteed portion of the loan 328
Total 134

Note: More than one finding may exist for a loan.
*Instance of noncompliance occurred at one lender only.

Source: Audit reports by SBA's OIG.

In September 1991, sBaA’s 0IG issued a national report on the pLP that
summarized the findings of its audits at the five preferred lenders.! The 016
concluded that sBa needed to do more to ensure lenders' compliance with
PLP lending requirements and to improve the monitoring of lenders. Among
the 016’s recommendations were that SBA revise its requirements to
prohibit preferred lenders from engaging in certain lending practices,
clarify certain regulatory provisions open to lenders’ interpretation, and
follow up on field audits to ensure that lenders take appropriate corrective
action.

The 016G also reported that while sBa district offices had regularly visited
the preferred lenders for the purpose of sampling loans as part of the
Lender Evaluation Program, some district offices failed to raise with the
lenders significant issues regarding compliance, and most offices failed to

INational Audit Report, Preferred Lenders Program (SBA OIG, Audit Report No. 1-2-1-003-317, Sept. 25,
1991).
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Regulations

SBA Seeks to Better
Control Lenders

follow up to ensure that deficiencies were corrected. The 01G also reported
that while the visits detected lenders’ noncompliance with most technical
aspects of SBA’s regulations and operating procedures, the deficiencies
continued to occur in subsequent PLP loans processed. The 016 concluded
that each district office needed to improve its monitoring and evaluation
of preferred lenders.

8SBA district office officials having oversight of the lenders visited did not
always agree with the 01G's findings. While the officials at each office
agreed to take corrective action where appropriate, several strongly took
exception to certain findings. In particular, these offices disagreed most
with the o016’s findings on the subordination of collateral, the need for
financing by sBa, and the effectiveness of sBA’s monitoring.

The findings of the 0IG were corroborated by sBa’s Financial Institutions
Branch of the Office of Financial Assistance, which, through sampling,
examines loan applications and district offices’ reports based on field
reviews. In memorandums summarizing the results of its reviews, the
Financial Institutions Branch noted several common problems, including
incomplete or missing documentation in loan files, missing justification for
refinancing, and missing evaluations of collateral. sBA headquarters also
shared the 01G’s concern over recurring instances of noncompliance.

Despite the Financial Institutions Branch’s and, more recently, the 01G's
reports of lenders’ failure to follow sBA's procedures, only one preferred
lender has been terminated from the program because of noncompliance.
According to sBA, however, some preferred lenders have not had their
certification renewed.

SBA recently has issued a new handbook for agency personnel who deal
with the PLP and has issued new regulations to ensure the continued
servicing of loans by preferred lenders. In addition, sBA is considering
other measures to enhance the administration of the program, some of
which could limit lenders’ participation.

Handbook Revised

In July 1990, sBa issued a revised handbook for the PLP to replace the one
released in December 1984. The rLr Handbook is the agency’s repository
for instructions, guidance, and policy direction for the program. The
revised handbook changes, clarifies, and adds criteria affecting the
selection and retention of preferred lenders; the standards for loan
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making, servicing, and liquidation; and the oversight of preferred lenders.
Regarding oversight, the handbook now includes a “PLP Review Checklist”
for district offices to use when sampling loan files during the periodic
visits to preferred lenders and a “pLP Screening Checklist” for use in
reviewing loan applications. Both are intended to ensure that all aspects of
lenders’ performance are consistently and uniformly monitored. The
revised guidelines also require district offices to monitor the
implementation of corrective actions.

Regulations Revised to
Protect SBA

In January 1990, sBA revised its regulations to (1) prohibit pLP lenders from
selling all or any part of the unguaranteed portion of a loan when that
portion is 20 percent or less of the loan and (2) ensure that lenders
continue to service their loans properly. One lender visited by the 016G had
sold the unguaranteed portion on all of its PLP loans. According to sBA
officials, this lender is no longer in business.

To further strengthen the administration of the program, sBa

has revised the agency’s Computerized Internal Control Review
procedures (which help the agency comply with the Federal Managers’
Financial Integrity Act) to include visits to preferred lenders and reviews
of preferred loans;

is considering setting a minimum percentage of loans to be sampled during
reviews of PLP lenders;

has contracted with a private firm to train lenders in order to make the
training more uniform;

has asked field offices to have lenders provide written reports on their
corrective actions; and

is considering setting a minimum standard of 12 pLP loans per year as a
criterion for continued participation in the pLP—a standard which Office of
Financial Assistance officials believe would encourage lenders to
concentrate on making PLP loans and would eliminate the need for the
agency to monitor lenders making only a few loans.
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Data Supporting Figures in the Text

Table VL.1: Faliure Rates Calculated
Using the Number of Disbursed PLP,
CLP, and Regular Loans, by Age of
Loan (Data Supporting Fig. I1.1)

Faliure rates (percent) based on number of loans, by age of

loan/year disbursed
Program 1000 1989 1888 1987 1986 1985 1984 1983
PLP 0.6 33 6.0 10.0 7.2 7.5 8.3 9.5
CLP 0.7 5.6 9.5 10.4 12.9 139 165 13.5
Regular 0.9 6.0 11.1 13.3 16.1 222. 248 226

Table VI.2: Fallure Rates Calculated
Using the Dollar Amount of Disbursed
PLP, CLP, and Regular Loans, by Age
of Loan (Data Supporting Fig. 11.2)

Failure rates (percent) based on the dollar amount loaned, by age
of loan/year disbursed

Program 1980 1089 1988 1987 1986 1985 1984 1983
PLP 0.6 3.4 15.6 16.5 180 21.2 132 214
CLP 0.6 59 10.2 11.8 13.9 13.8 16.3 14.7
R_egular 0.8 5.6 10.7 13.8 14.4 210 239 222

Table V1.3: Organizational Types of
PLP, CLP, and Regular Borrowers,
Flscal Years 1983 Through 1990 (Data
Supporting Fig. 111.1)

Percentage of borrowers, by

program
Organization type PLP CLP Regular
Corporation 60 53 50
Individual business 30 36 39
Partnership 10 1 11
Total 100 " 100 100

Table Vi.4: Distribution of Loans Made
to New and Existing Businesses,

Percentage of borrowers, by

Fiscal Years 1983 Through 1990 (Data program

Supporting Fig. I11.2) Business type PLP CLP  Regular
New 20 30 29
Existing 80 70 71
Total 100 100 100

Table VL.5: Distribution of PLP, CLP,

and Regular Loans, by Industry of Percentage of borrowers, by

Borrower, Fiscal Years 1883 Through program

1980 (Data Supporting Fig. 111.3) Industry PLP CLP Regular
Retail 30 34 36
Service 30 31 26
Manufacturing 18 15 16
Other 21 21 23
Total 100* 100* 100*

8Does not equal 100 percent because of rounding.
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Table V1.6: Geographic Distribution of

PLP Loans, Fiscal Years 1983 Through Number of Number of
1980 (Data Supporting Fig. IV.1) State PLP ioans State PLP loans
Alabama 1 Nebraska 42
Alaska 1 Nevada 58
Arizona 184 New Hampshire 0
Arkansas 2 New Jersey 466
California 2,116 New Mexico 10
Colorado 33 New York 533
Connecticut 33 North Carolina 39
Delaware O North Dakota 0
Florida 304 Ohio 362
Georgia 178 Oklahoma 28
Hawali 16 Oregon 16
idaho 0 Pennsylvania 462
fllinois 195 Rhode Island 21
Indiana 1 South Carolina 31
lowa 186 South Dakota 7
Kansas 17 Tennessee 46
Kentucky 0 Texas 94
Louisiana 4 Utah 119
Maine 135 Vermont 954
Maryland 116 Virginia 4
Massachusetts 256 Washington 238
Michigan 109 West Virginia 6
Minnesota 123 Wisconsin 457
Mississippi 1 Wyoming 9
Missouri 171 Washington, D.C. 24
Montana 171 Puerto Rico 1
Unknown 1

Total 8,381

Page 43 GAO/RCED-92-124 Small Business



Appendix VI

Data Supporting Figures in the Text

Table VI.7: Geographic Distribution of
PLP Loans by Dollar Amount Loaned,
Fiscal Years 1983 Through 1990 (Data
Supporting Fig. IV.2)

Dollars in millions

Amount ot Amount of

State PLP loans State PLP loans
Alabama 0 Nebraska $6.7
Alaska 0 Nevada 11.7
Arizona $61.2 New Hampshire 0
Arkansas 0.6 New Jersey 142.0
California 713.8 New Mexico 26
Colorado 13.2 New York 161.7
Connecticut 13.0 North Carolina 6.3
Delaware 0 North Dakota 0
Florida 86.7 Ohio 82.5
Georgla 72.4 Oklahoma 9.6
Hawall 3.1 Oregon 24
Idaho 0 Pennsylvania 139.8
llinois 5§3.7 Rhode Island 48
Indiana 0 South Carolina 9.0
lowa 33.4 South Dakota 14
Kansas 5.7 Tennessee 17.7
Kentucky 0 Texas 26.0
Louisiana 1.0 Utah 23.3
Maine 25.0 Vermont 179.1
Maryland 19.3 Virginia 26
Massachusetts 39.9 Washington 448
Michigan 26.5 West Virginia 1.6
Minnesota 33.8 Wisconsin 138.6
Mississippi 0.2 Wyoming 2.4
Missouri 32.0 Washington, D.C. 5.6
Montana 27.6 Puerto Rico 0.5
Unknown 0.3

Total $2,285.5
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Summary of PLP Lenders, by State

State

Total number of PLP
lenders, FY 1983 to 1990

Total number of current
PLP lenders, FY 1680
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Summary of PLP Lenders, by State

Total number of PLP  Total number of current
State lenders, FY 1983 to 1980 PLP lenders, FY 1980
Pennsylvania 10 8
Rhode Island 1 1
South Carolina 2 2
South Dakota 3 3
Tennessee 5 4
Texas 10 5
Utah 5 4
Vermont 7 7
Virginia 2 1
Washington 7 7
West Virginia 1 1
Wisconsin 13 11
Wyoming 1 0
Washington, D.C. 1 1
Puerto Rico 1 0
Total 212 151

Page 46

GAO/RCED-92-124 Small Business



:‘ Appendix VIII P

Objectives, Scope, and Methodology

The objectives of our review were to obtain and analyze information on

+ the results of sBA’s PLP,

« the characteristics of preferred loans as compared with other
SBA-guaranteed loans,

« the geographic distribution of preferred loans, and

o preferred lenders’ compliance with sBA’s regulations as determined by
independent audits.

To analyze the results of the program, we gathered information on the
number and amount of loans, failure rates, and processing efficiency
attributable to the PLP, Data on the number and amount of loans were
obtained from sBA's loan accounting system data base of all pLP, CLP, and
regular loans approved from fiscal year 1983 through fiscal year 1990. To
determine failure rates, we divided the number of loans in liquidation plus
the number of loan guarantees sBa purchased by the number of loans
disbursed. Data on resources saved were obtained from sBa headquarters
officials and from an agency study on district offices’ work loads and loan
processing efficiency.

To determine the characteristics of PLP loans and how they compare to
other sBA-guaranteed loans, we analyzed information on the size, interest
rates, use of SBA’s guarantee, and borrowers of loans from each loan
program. Because sBA'S data base did not include the base rate upon which
variable interest rates were computed, our analysis of variable interest
rates was based on the interest rate spread over prime. Lenders may use
any one of three rates as the base rate (i.e., the New York prime rate, their
own prime rate, or the peg rate!), but according to sBa officials, the
differences among the rates are slight. Most lenders use the New York
prime rate, according to one spA official.

To determine variations in the number of loans and dollars loaned under
the PLP across SBA districts, we stratified the loan data base by district
office. To determine variations in the location of borrowers, we used the
same procedure—this time by the borrower’s state.

We obtained data on lenders’ compliance from (1) reports on the pLP by
SBA’s 01G and (2) assessments by SBA headquarters of the quality of district
offices’ field reviews of pLP lenders from May 1987 to October 1990. The
0IG's reports were also the source for information on the use of loan

!The peg rate is the 3-month weighted average of money loaned by the U.S. Treasury for comparable
periods of time. Only 10 PLP loans, 436 CLP loans, and 666 regular guaranteed loans are based on the
peg rate.
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proceeds. We also reviewed sBA’s Federal Managers’ Financial Integrity
Act reports for fiscal years 1989 and 1990.

To assess the reliability of data contained in the data base, we drew a
random sample of loans made in three sBA district offices and compared
the information in the data base to the loan applications. (For a detailed
description of our assessment of the data's reliability, see app. IX.)

Our review was conducted between September 1990 and October 1991 in
accordance with generally accepted government auditing standards.
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Because our analysis of the characteristics of sBA-guaranteed loans relied
on SBA’s automated data, we assessed the reliability of that data and
discussed policies and procedures for maintaining the data base with sBA
district office personnel and officials in the Financial Institutions Branch,
Office of Financial Assistance, and the Office of Information Resources
Management.

We combined this assessment with one conducted for another GAo review
that analyzed sBa’s 7(a) general business loan portfolio. The GAO review of
SBA’s 7(a) loan portfolio used a data base containing all outstanding
general business loans as of September 30, 1990. Our data base included
all pLP, CLP, and regular guaranteed loans approved in fiscal years 1983
through 1990. Although the two data bases differed, of the 234 sample
loans reviewed from the data base containing all outstanding 7(a) loans,
170 were in our data base. Therefore, to estimate the errors in our data
base, we used the results from the earlier assessment of data and
additionally assessed some data. The earlier assessment verified 16 data
elements for two district offices and one service center. Our assessment
verified seven additional data elements at two of the three locations.

We used the statistical samples from the earlier assessment to estimate the
errors in our data base. A random sample of loans was selected at two SBa
district offices and one service center. Table IX.1 shows the number of
errors found for each data element in the samples at the three locations.
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Table 1X.1: Accuracy of SBA’s Data on
Loan Applications

|
Number of errors found, by
location

Data element Chicago Atlanta  Fresno
Loan number

Office

Original loan type

Current loan type

Organization code

Bank code

Major program

Standard industrial classification
SBA percentage

SBA interest

Bank interest

Maturity months

Loan status

Bank number

Bank name

Loan approval date®

Liguidation date®

Business type®

Variable interest rate®

Gross loan amount®

Borrower's name®

Borrower's address® 1
Original universe 1825 . 3,302 11,610
Original sample size 75 79 80
Adjusted universe 1,460 2,215 8,272
Adjusted sample size 60 53 57
8For this element, the sample size was different, and the universe was adjusted to reflect this.
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bData element not verified for the Chicago District Office.

Since we used a sample (called a probability sample) of loan files to
develop our estimates, each estimate has a measurable precision, or
sampling error, which may be expressed as a plus/minus figure. A
sampling error indicates how closely we can reproduce from a sample the
results that we would obtain if we were to take a complete count of the
entire universe, using the same measurement methods. By adding the
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sampling error to and subtracting it from the estimate, we can develop
upper and lower limits for each estimate. This range is called a confidence
interval. Sampling errors and confidence intervals are stated at a certain
confidence level—in this case, 95 percent. A confidence interval at the
95-percent confidence level means that in 95 out of 100 instances, the
sampling procedure we used would produce a confidence interval
containing the universe value we are estimating. Table IX.2 lists the
estimated percentage of occasions each data element is erroneous.

We did not evaluate the quality of the loans or the procedural aspects of
the PLP, CLP, and regular 7(a) loan program, limiting our analysis to
verifying the accuracy and reliability of selected data base fields from sBA’s
data base on outstanding loans. The data fields we used in this report were
acceptable for performing our analyses.

Table I1X.2: Estimated Errors in Various
SBA Loan Application Fields and the
95-Percent Confidence intervals

Estimated percentage in error* (95-percent
confidence interval)

Data element Chicago Atlanta Fresno
Loan number 0 0 0
Office 0 0 0
Original loan type 0 0 0
Current loan type 0 0 0
Major program 0 0 0
SBA interest 0 0 0
Loan status 0 0 0
Bank number 0 0 0
Bank’s name 0 0 0
Organization code 0 38 53
(0-6.0) (0.5-12.8) (1.2-14.4)

Bank code 0 0 35
(0-6.0) (0-6.9) (0.4-12.0)

Standard industrial 0 o] 53
classification (0-6.0) (0-6.9) (1.2-14.4)
SBA percentage 0 38 0
(0-6.0) (0.5-12.8) (0-6.4)

Bank interest 33 11.3 0
(0.5-11.2) (1.7 -21.0) (0-6.4)

Maturity months 15.0 15.1 5.3
(5.0-25.0) (4.3-25.9) (1.2-14.4)

(continued)

Page 51 GAO/RCED-92-124 Small Business




Appendix IX
The Reliability of SBA's Loan Data Base

Estimated percentage in error® (85-percent
confidence interval)

Data element Chicago Atlanta Fresno

Loan approval date b 0 0
(0-7.3) (0-16.1)

Liquidation date b 4.2 0
(0.6-14.1) (0-6.6)

Business type b 0 9.1
(0-9.4) (3.2 - 19.6)

Variable interest rate b 97.6 5.4
(87.6 - 99.9) (1.2-14.6)

Gross loan amount b 8.0 1.8
(2.4 -18.9) (0-9.6)

Borrower's name b 0 1.8
(0-7.3) (0-9.6)

Borrower's address b 2.0 16.1

(0.1 -10.9) (5.3 - 26.8)

*Except where noted, the data slements with zero errors are estimated to have confidence
intervals of O - 6.0 percent in the Chicago District Office, 0 - 8.9 percent in the Atlanta District
Office, and O - 6.4 percent in the Fresno Service Center. Estimated errors and confidence
Intervals are calculated on the basis of the number of errors for the adjusted universe and sample
size, as shown in table VII.1.

bData element not verified for the Chicago District Office.
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Appendix X 4

Major Contributors to This Report

James R. Yeager, Assistant Director
ggsourl::l?;’y and Mathew J. Scire, Assignment Manager
Economic
Development
Division,

Washington, D.C.

. : James S. Moore, Evaluator-in-Charge
Detroit REglona'l Laurie Bruneel Arora, Evaluator
Office Edmund O. Price, Programmer/Analyst
Chicago Regional John Zarem, Programmer/Analyst
Office
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