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SBA Policy Notice

g

11/5/96

 Set ExpDate"12/31/96" 12/31/96
	TO:
	All SBA Employees
	CONTROL NO.:
	5000-828 

	SUBJECT:
	$500,000 Limit for Section 7(a) loans
	EFFECTIVE:
	10-01-2002  




SBA begins fiscal year 2003 operating on a Continuing Budget Resolution that imposes short-term budget constraints.  In order to provide assistance to the maximum number of small businesses with the funds available during the Continuing Resolution, SBA is implementing a maximum loan size of $500,000 on regular 7(a) loans approved on or after October 1, 2002.  Previous Administrators took similar action in 1995 and 1997.  The Continuing Resolution will limit SBA loan approvals under the 7(a) program to an average of less than $16 million per day.  (The average daily loan approval volume for 7(a) loans for FY 2002 was $37.4 million.)  The $500,000 limit will allow SBA to provide continuing, uninterrupted financial assistance to the vast majority of small businesses seeking 7(a) financing.  During fiscal year 2002, eighty-seven (87 percent) of the loans made in the 7(a) program were under $500,000.  SBA will revisit the issue of 7(a) loan size limits when the fiscal year 2003 appropriation is passed into law.
This limit applies to the total dollar amount of a loan or loans to a small business and its affiliates approved under the 7(a) program.  To prevent a financing package that exceeds $500,000 from being split into smaller loans, subsequent loans to the same borrower or an affiliated business may only be approved when the total of all loans approved to that borrower during fiscal year 2003 does not exceed $500,000.  Businesses with an existing SBA guaranteed loan may receive up to $500,000 in additional 7(a) loans during fiscal year 2003 providing the total financial assistance does not exceed Agency maximums. 
Lenders may continue to make STAR (Supplemental Terrorist Activity Relief) loans to small businesses adversely impacted by the events related to September 11, 2001, until the earlier of January 10, 2003, or the date the STAR appropriation is exhausted.  The maximum STAR loan size is $2 million.

The Certified Development Company Program (504 Program) is not subject to the $500,000 loan size limitation.  In order to ensure that the Agency makes the best use of its available 7(a) funds, district offices should encourage their 7(a) lenders to take advantage of the 504 Program.  Lenders should be encouraged to use the 504 program to finance eligible acquisitions of real estate, machinery, and equipment, combined with a companion 7(a) loan for other needs.  The maximum SBA guaranteed debenture generally is $1 million (and up to $1.3 million if the financing addresses certain public policy goals).

SBA field office supervisors with questions on this notice may direct their questions to A. B. McConnell, Jr., Chief, 7(a) Program Branch, Office of Financial Assistance by e-mail at Andrew.McConnell@sba.gov.  Lenders should be instructed to direct questions to the local SBA field office.

Hector V. Barreto
Administrator 
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