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The purpose of this Policy Notice is to announce the implementation of a new policy for the 7(a) loan program that allows a participant lender to charge an assumption fee.  The use of assumptions rather than the creation of new loans is beneficial to small business owners and allows a more efficient use of the limited resources available to the 7(a) program.  In the case of an assumption, SBA does not require a new guaranty fee, and lien positions are often maintained eliminating the need for recording fees.  The fee is intended as an incentive for a lender to retain an existing loan.  

The following language is added to SOP 50 50, Chapter 3, paragraph 8
, “What Fees Can a Lender Charge?”  The new provision will replace the current paragraph 8.a.(4) on page 3-10.  The current paragraph 8.a.(4), “What fees are prohibited?” will be re-numbered as paragraph 8.a.(5). 

 8.a.(4)   Assumption Fee

In the case where a new borrower is assuming an existing SBA 7(a) guaranteed loan, the lender may charge an assumption fee consistent with the lender’s assumption fee on its non-SBA guaranteed loans but must 
not exceed 1 percent of the total outstanding principal balance of the loan being assumed.  This fee may be paid by the seller or the assumptor.  For guidance on assumptions, refer to Chapter 5, “Specific Loan Servicing Actions,” paragraph 10, “Assumption of a Loan by an Unrelated Party.”
A cross reference note will be inserted in Chapter 5, at the end of paragraph 10.d., “SBA counsel review of 327 actions for all loan assumptions” on 
page 5-16 as follows: 

NOTE:  Lender may charge an assumption fee. [see Chapter 3, “Administrative 
   Aspects for Loan Servicing,” paragraph 8.a.(4), “Assumption Fee.”]
Eligibility Issue
In addition, this notice establishes a distinction between the treatment of an assumption of a loan to an ongoing business and an assumption of a loan that is in workout status.  SOP 50 50, Chapter 5, paragraph 10.c.(1)(a) on page 5-14 is modified as follows:
c. How do you process a loan assumption?

(1) You must:
(a) Determine that the business assuming a loan that is not in workout status meets the eligibility criteria for new 7(a) loans (e.g. character, nature of business, size, etc.).  Business assuming loans that are in workout status do not have to meet the eligibility criteria established for new 7(a) loans.  
Existing subparagraphs 10.c.(1) (a-e) are changed to subparagraphs 10.c.(1)(b-f).
There are no changes to the assumption policies for Section 504 loans.  
Lenders and SBA offices are reminded to limit the risks of an assumption by complying with the procedures in SOP 50 50, “Loan Servicing,” Chapter 5, paragraph 10, “Assumption of a Loan by an Unrelated Party” and in Appendix 29, “Loan Assumption Guidelines.”

Please share this Notice with lenders.  Questions from lenders regarding this Notice should be directed to the local SBA field office.  Questions from SBA field office supervisors should be directed A. B. McConnell, Jr., Chief, 7(a) Program Branch at (202) 205-7238.
Hector V. Barreto

Administrator
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