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This Policy Notice streamlines the process for approving extensions of 7(a) loan disbursement periods by revising SOP 50 10 (4) to extend such authority to SBA field offices and to certain lenders.  This Policy Notice replaces SBA Notice 5000-767, “7(a) Loan Disbursement Periods,” dated 12/12/2001.  This Notice modifies the following sections of SOP 50 10 (4):  

· Subpart A, Chapter 5, paragraph 6.h.  (pages 114 – 114-1); 

· Subpart A, Chapter 6, paragraph 3.b.  (pages 143-144); 

· Subpart A, Chapter 6, paragraph 7.d.  (page 172); and 

· Subpart B, Chapter 1, paragraph 14. (page 213). 

Subpart A, Chapter 5, paragraph 6.h., pages 114 thru 114‑1:  Delete entire paragraph 6.h and replace it with the following new paragraph 6.h.

6.h.  Disbursement Periods

(1) General Guidance.

Disbursement of 7(a) loans should occur as close to loan approval as is prudently possible, considering the needs of the borrower for the funds as well as the requirements set forth in the terms and conditions specified in the Authorization.
(a) Initial disbursement period.  

The initial disbursement should occur within 6 months of the loan approval date.  An extension of the initial disbursement period may be considered when it benefits the borrower. 

(b) Any disbursement period extension.  

Any disbursement period may be extended as many times as necessary, not to exceed 24 months from the date of loan approval.  However, extensions beyond 24 months may be considered only if justified as essential to the borrower, prudent, and commercially reasonable.

(c) Final disbursement period.

An extension of an initial disbursement period does not automatically extend the final disbursement period.  If when processing an extension of an initial disbursement period a lender and/or SBA recognize that the final disbursement period also needs to be extended, a single action may include both extensions.  Documentation must clearly state the revised initial disbursement date and the revised final disbursement date, as distinct from one another.  
(2) Authority to approve extensions of a disbursement period.

(a) Loans processed under a lender’s delegated authority.

A lender that has processed a loan under its delegated authority (e.g., PLP, SBAExpress, etc.) may, for that loan, extend the initial disbursement period beyond 6 months or extend any disbursement period beyond 24 months under its delegated authority.  The lender must fully document its own loan file with the reasons for the extension, along with the other documentation requirements noted in this section.  The lender also must notify the SBA office (where the loan file resides) of the extension along with the revised initial and/or final disbursement dates so that SBA can update its loan database.  

(b) All other loans.

The SBA office where the loan file resides must process all other extensions (not covered by (2)(a) above).  The lender must prepare the request for an extension in accordance with this paragraph 6.h., and submit it to SBA for approval.  Before approving an extension, the SBA office must verify that SBA’s database does not show the loan as fully disbursed (e.g., PMQD01, PMGI11, etc.), and must document the extension of the disbursement period in the Delinquent Loan Collection System (DLCS). 

(3) Documentation of extension action.

Whether the lender requests SBA to approve an extension of a disbursement period or whether the lender that processed the loan under its delegated authority approves the extension, the action must be documented in the respective loan file with the following:  

(a) Initial disbursement period extensions beyond six months.

For an extension of initial disbursement period beyond 6 months, a written request or written concurrence from the borrower must be received and be placed in the loan file.  Without this, the extension request is not eligible and must not be processed.  (This is required to prevent a borrower from being blocked access to alternative financing for an unlimited period of time.  See Subpart A, chapter 6, paragraph 3.b.) 

(b) All approved disbursement period extensions.
(i) Written justification fully supporting the approval of the action taken.

(ii) Written certification by lender that no adverse changes have occurred since the date of loan approval.  Adverse changes are not limited to the financial condition of the business (which must be based on current financial statements), but also include adverse changes to the organization, management, operation of the business, assets of the borrower(s) and guarantor(s), etc.
(iii) Documentation that the guaranty fee has been paid.

(For 504 loan disbursement guidance, see Subpart H, Chapter 20, paragraph 4.)

Subpart A, Chapter 6, paragraph 3.b., pages 143-144, “Processing Two Applications from Two Lenders”:  Delete the 3rd, 4th and 5th paragraphs on page 144.  The 1st and 2nd paragraphs along with the cross reference to Subpart A, Chapter 5, Paragraph 6.h (on the bottom of page 144) remain unchanged.   

Subpart A, Chapter 6, paragraph 7.d., page 172, “Can Disbursement Periods be Extended?”:  Retain the title; delete the contents of the paragraph; insert  “For disbursement period extensions, reference Subpart A, Chapter 5, Paragraph 6.h.” 

Subpart B, Chapter 1, paragraph 14., page 213, “What are the Limits on Disbursements?”:  Delete entire section and insert “Reserved.”
SBA field offices should share this Policy Notice with their lenders.  Questions from lenders should be directed to the local SBA field office.  Questions from SBA field office supervisors should be directed to A. B. McConnell, Jr., Chief, 7(a) Program Branch, at (202)205-7238.

Hector V. Barreto

Administrator
Expires:  8/1/2004
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