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§120.421

(i) Loss Rate—A securitizer’s ‘‘loss
rate,” as calculated by SBA, is the ag-
gregate principal amount of the
securitizer’s 7(a) loans determined un-
collectable by SBA for the most recent
10-year period, excluding SBA’s current
fiscal year activity, divided by the ag-
gregate original principal amount of
7(a) loans disbursed by the securitizer
during that period.

(j) Nondepository Institution—A ‘‘non-
depository institution” is a Small
Business Lending Company (‘‘SBLC”)
regulated by SBA or a Business and In-
dustrial Development Company
(““BIDCO”’) or other nondepository in-
stitution participating in SBA’s 7(a)
program.

(k) Securitication—A ‘‘securitization”
is the pooling and sale of the
unguaranteed portion of SBA guaran-
teed loans to a trust, special purpose
vehicle, or other mechanism, and the
issuance of securities backed by those
loans to investors in either a private
placement or public offering.

[64 FR 6507-6509, Feb. 10, 1999, as amended at
73 FR 75511, Dec. 11, 2008]

§120.421 Which
securitize?

Lenders may

All SBA participating Lenders may
securitize subject to SBA’s approval.

§120.422 Are all securitizations sub-
ject to this subpart?

All securitizations are subject to this
subpart. Until additional regulations
are promulgated, SBA will consider
securitizations involving multiple
Lenders on a case by case basis, using
the conditions in §120.425 as a starting
point. SBA will consider
securitizations by affiliates as single
Lender securitizations for purposes of
this subpart.

§120.423 Which 7(a) loans may a Lend-
er securitize?

A Lender may only securitize 7(a)
loans that will be fully disbursed with-
in 90 days of the securitization’s clos-
ing date. If the amount of a fully dis-
bursed loan increases after a
securitization settles, the Lender must
retain the increased amount.
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§120.424 What are the basic conditions
a Lender must meet to securitize?

To securitize, a Lender must:

(a) Be in good standing with SBA as
defined in §120.420(f) of this chapter and
determined by SBA in its discretion;

(b) Have satisfactory SBA perform-
ance, as determined by SBA in its dis-
cretion. The Lender’s Risk Rating,
among other factors, will be considered
in determining satisfactory SBA per-
formance. Other factors may include,
but are not limited to, on-site review/
examination assessments, historical
performance measures (like default
rate, purchase rate and loss rate), loan
volume to the extent that it impacts
performance measures, and other per-
formance related measurements and
information (such as contribution to-
ward SBA mission);

(¢c) Use a securitization structure
which is satisfactory to SBA;

(d) Use documents acceptable to
SBA, including SBA’s model multi-
party agreement, as amended from
time to time;

(e) Obtain SBA’s written consent,
which it may withhold in its sole dis-
cretion, prior to executing a commit-
ment to securitize; and

(f) Cause the original notes to be
stored at the FTA, as defined in
§120.600, and other loan documents to
be stored with a party approved by
SBA.

[64 FR 6507-6509, Feb. 10, 1999, as amended at
73 FR 75511, Dec. 11, 2008]

§120.425 What are the minimum ele-
ments that SBA will require before
consenting to a securitization?

A securitizer must comply with the
following three conditions:

(a) Capital Requirement—All
securitizers must be considered to be
“well capitalized” by their regulator.
SBA will consider a depository institu-
tion to be in compliance with this sec-
tion if it meets the definition of ‘“‘well
capitalized” used by its bank regu-
lator. SBA’s capital requirement does
not change the requirements that
banks already meet. For nondepository
institutions, SBA, as the regulator,
will consider a non-depository institu-
tion to be ‘‘well capitalized” if it main-
tains a minimum unencumbered paid
in capital and paid in surplus equal to
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