


SBA Lender Information Update
The SBA and the Office of Capital Access understand the commitment that your organizations have made to SBA’s 7(a) loan program and to the small businesses of America.  We believe in and value this partnership.

As an Agency, we have built our partnership by continually improving our programs to benefit both America’s entrepreneurs and your needs.  We understand that this temporary program stoppage is difficult, and we are making every effort to resolve it as soon as possible.

      SBA is experiencing a temporary program stoppage due to the lack of an annual appropriation and an unprecedented high demand from small businesses seeking SBA-backed loans.  Unfortunately, Congress has not yet passed an appropriations bill to fund the SBA for Fiscal Year 2004 (which began October 1, 2003).  
       The SBA has worked hard to maximize opportunities for entrepreneurs by creating flexible loans that fit the needs of America’s small business community, including the 7(a) loan program.  
 
       In October-December of last year, the SBA tracked an uptick in loan demand.  In December, the SBA decided it was necessary to request a cap on the maximum loan size under the 7(a) loan program to $750,000 through the end of the current fiscal year, effective Jan. 8, to ensure the program was able to continue to operate.
 
       The $750,000 cap would leave the majority of small business credit customers unaffected since historically, 95% of all 7(a) loans are under $750,000. 
 
       After the cap was announced, already-high demand for loans picked up sharply as lenders rushed to facilitate loans for higher amounts before the cap took effect. (For example, the average daily loan amount in November ’03 was $51 million; after the announcement that daily rate doubled and in some cases nearly tripled to over $150 million a day.)
 
       Due to this extraordinary demand, SBA reached the funding limit imposed by the Continuing Resolution (CR). 
 
       SBA officials are now working with Congress to get approval to for an additional apportionment of funds to spend beyond the limitations imposed by the CR. If Congress alleviates the restrictions of the CR, SBA expects to receive an additional $470 million to resume making 7(a) loans and restart the program. 
 
       SBA encourages lenders to suggest that borrowers take advantage of the Certified Development Company Program (504 Program) when the borrower’s financing needs qualify for funding under the 504 program.  The 504 program is not subject to the current $750,000 cap and 504 loans can be used to finance eligible acquisitions of real estate, machinery, and equipment. Furthermore, borrowers could also combine a 504 loan with a companion 7(a) loan for other needs.
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