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(4) Use an affidavit of loss (form
available from the FTA) to report:

(i) The name and address of the
Registered Holder (and the name and
capacity of any representative actually
filing the claim);

(ii) The Certificate by Pool number, if
applicable;

(iii) The Certificate number;
(iv) The original principal amount;
(v) The name in which the Certificate

was registered;
(vi) Any assignment, endorsement or

other writing on the Certificate; and
(vii) A statement of the circumstances

of the theft or loss.
(b) When the FTA receives notice of

the theft or loss, it will stop any transfer
of the Certificate. The Registered Holder
must send to the FTA all available
portions of a mutilated or defaced
Certificate. When the Registered Holder
completes these steps, the FTA will
replace the Certificate.

§ 120.652 FTA fees.

The FTA may charge reasonable
servicing fees, transfer fees, and other
fees as the SBA and FTA may negotiate
under contract.

Suspension or Revocation of
Participant in Secondary Market

§ 120.660 Suspension or revocation.

(a) Suspension or revocation of
Lender, broker, dealer, or Registered
Holder for violation of Secondary
Market rules and regulations. The AA/
FA may suspend or revoke the privilege
of a Lender, broker, dealer, or Registered
Holder to sell, purchase, broker, or deal
in loans or Certificates for:

(1) Committing a serious violation, in
SBA’s discretion, of:

(i) The rules and regulations of the
Secondary Market; or

(ii) Any provisions in the contracts
entered into by the parties, including
SBA Forms 1085, 1086, 1088 and 1454;
or

(2) Knowingly submitting false or
fraudulent information to the SBA or
FTA.

(b) Additional rules for suspension or
revocation of broker or dealer. In
addition to acting under paragraph (a) of
this section, the AA/FA may suspend or
revoke any broker or dealer from selling
or otherwise dealing in Certificates in
the Secondary Market if:

(1) Its supervisory agency has revoked
or suspended the broker or dealer from
engaging in the securities business, or is
investigating the firm or broker for a
practice which SBA considers, in its
sole discretion, to be relevant to the
broker’s or dealer’s fitness to participate
in the Secondary Market;

(2) The broker or dealer has been
indicted or otherwise formally charged
with a misdemeanor or felony which
bears on its fitness to participate in the
Secondary Market; or

(3) A final civil judgment is entered
holding that the broker or dealer has
committed a breach of trust or a
violation of any law or regulation
protecting the integrity of business
transactions or relationships.

(c) Notice to suspend or revoke. The
AA/FA shall notify the affected party in
writing, providing the reasons therefore,
at least 10 business days prior to the
effective date of the suspension or
revocation. The affected party may
appeal the suspension or revocation
made under this section pursuant to the
procedures set forth in part 134 of this
chapter. The action of the AA/FA shall
remain in effect pending resolution of
the appeal. Revocation shall last a
minimum of 5 years.

Subpart G—Microloan Demonstration
Program

§ 120.700 What is the Microloan Program?
(a) The Microloan Demonstration

Program assists women, low income
individuals, minority entrepreneurs,
and other small businesses (‘‘Microloan
Borrowers’’) who need smaller amounts
of financial assistance, but still have
limited access to credit. The program
has been authorized through September
30, 1997.

(b) Under this program, SBA makes
direct and guaranteed loans to
Intermediaries (as defined below) who
use the proceeds to make loans to
Microloan Borrowers. SBA also may
make grants to these Intermediaries to
be used for marketing, management, and
technical assistance to the Microloan
Borrowers.

(c) SBA also may make grants to
qualified non-profit entities, who are
not Intermediaries, to provide
marketing, management and technical
assistance to Microloan Borrowers
seeking to start or enlarge small
businesses.

(d) An Intermediary cannot operate in
more than one state unless the AA/FA
determines that it would be in the best
interests of the small business
community to operate across state lines.

§ 120.701 Definitions.
(a) Deposit account is a demand, time,

savings, passbook, or similar account
maintained with an insured depository
institution (not including an account
evidenced by a Certificate of Deposit).

(b) Economically Distressed Area is a
county or equivalent division of local
government of a state in which,

according to the most recent available
data from the United States Bureau of
the Census, 40 percent or more of the
residents have an annual income that is
at or below the poverty level.

(c) Grant is a Federal award of money,
or property in lieu of money (including
cooperative agreements) to an eligible
grantee that must account for its use.
The term does not include the provision
of technical assistance, revenue sharing,
loans, loan guarantees, interest
subsidies, insurance, direct
appropriations, or any fellowship or
other lump sum award.

(d) Insured depository institution has
the same meaning as in section 3(c) of
the Federal Deposit Insurance Act, 12
U.S.C. 1813(c).

(e) Intermediary is an entity
participating in the Microloan
Demonstration Program which has made
and serviced microloans to small
businesses for at least one year, and
which provides marketing,
management, and technical assistance to
its Microloan Borrowers. It may be:

(1) A private, nonprofit community
development corporation or other
entity;

(2) A consortium of private, nonprofit
community development corporations
or other entities;

(3) A quasi-governmental economic
development entity, other than a State,
county, municipal government or any
agency thereof; or

(4) An agency of or a non-profit entity
established by a Native American Tribal
Government.

(f) Microloan is a short-term, fixed
interest rate loan of not more than
$25,000 made by an Intermediary to an
eligible small business.

(g) Non-Federal sources are funds
acquired from sources other than the
Federal Government and may include
indirect costs or in-kind contributions
paid for under non-Federal programs.

(h) Specialized Intermediary means
an Intermediary which maintains a
portfolio of microloans averaging $7,500
or less.

§ 120.702 Are there limits on
Intermediaries or loans?

(a) SBA will not allow a quasi-
governmental Intermediary to
participate in the program unless:

(1) No otherwise eligible organization
applies; or

(2) SBA determines that participation
by a quasi-governmental Intermediary is
in the public interest.

(b) In selecting Intermediaries, SBA
will give priority to Specialized
Intermediaries.

(c) SBA will not loan more than $2.5
million collectively per year to the


