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SBA Information Notice

11/5/96

 Set ExpDate"12/31/96" 12/31/96
	TO:
	All SBA Employees
	CONTROL NO.:
	5000-922

	SUBJECT:
	Assigning Appropriate Maturities for 7(a) Loans Based on the Use of Proceeds
	EFFECTIVE:
	6/17/2004


In an advisory report from the Office of Inspector General (OIG) to the Office of Financial Assistance (OFA), OIG identified an issue regarding lenders assigning inappropriate maturities to loans.

Specifically, in reviewing situations where the borrower received two loans at the same time, the OIG discovered that both loans had maturities of 25 years even though the use of proceeds did not meet SBA’s requirement for the longer term.

Therefore, the purpose of this notice is to remind lenders that the use of proceeds determines the appropriate maturity for an SBA-guaranteed loan.  SBA’s policy regarding maximum maturities for 7(a) loans is found in SOP 50 10(4), Subpart B, Chapter 1, para. 7.  

The regulation governing 7(a) loan maturities is the following:

Sec. 120.212  What limits are there on loan maturities?

    The term of a loan shall be:

    (a) The shortest appropriate term, depending upon the Borrower's ability to repay;

    (b) Ten years or less, unless it finances or refinances real estate or equipment with a useful life exceeding ten years; and

    (c) A maximum of 25 years, including extensions. (A portion of a loan used to acquire or improve real property may have a term of 25 years plus an additional period needed to complete the construction or improvements.)

A maturity of 25 years is reserved for real estate loans.  Maturities exceeding 10 years must be documented to demonstrate that the reasonable economic life of the assets acquired with the loan proceeds is greater than ten years.

If you have any questions regarding this notice, please e-mail Gail Hepler at gail.hepler@sba.gov.

______________________________
James E. Rivera

Associate Administrator

  for Financial Assistance
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