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A WIN-WIN FOR BUSINESSES AND BANKS: SBA PROPOSES HIGHER LIMITS
FOR LOAN PROGRAMS

SBA Proposes Rule to Amend Size Standards for SBA 7(a) and CDC/504 Loan Programs
By Laurie Satel, Managing Attorney | August 1, 2023

On July 28, 2023, the Small Business Administration (SBA) published a proposed rule in the Federal
Register to amend the alternative size standard for the SBA 7(a) and CDC/504 Loan Program (88 FR
48739) to account for inflation since the size standard was introduced in 2010.

The proposed changes to 13 CFR 121.301(b)(2) aim to increase the tangible net worth maximum from $15
million to $20 million, providing an additional $5 million in e|igibi|i’ry. Addi’riono”y, the size standards for
tangible net income would increase from $5 million to $6.5 million, offering an additional $1.5 million in
eligibility.

This move o|igns with the SBA's ongoing efforts to streamline and modernize its programs, ensuring greater
access to copi’ro| for small businesses across the United States. With the |'1ig|'1er size standards, lenders should
prepare for more businesses becoming eligible for SBA 7(a) and CDC/504 loans, potentially leading to
increased loan demand and a |'1ig|'1er volume of loan opp|icoiions.

The adjustments mean that businesses that were previously ineligible for SBA 7(a) and CDC/504 loans due
to exceeding the ’rongib|e net income or ’rongib|e net worth limits could now quo|iFy under the new opproocn.
This opens up new opportunities for a broader range of companies tfo access much-needed copi’ro| for
growth and development.

The SBA has also proposed an adjustment to the opp|icob|e statutory limits for contract size under the
Surety Bond Guarantee (SBG) Program, with further details yet to be specified.

Lenders may need to reassess their underwriring processes and risk assessments to accommodate the new
poo| of opp|iconrs. The risk profi|es of borrowers could vary under the revised size standards, necessitating
adjustments to credit evaluation and risk management strategies.

Overall, these proposed Cnonges hold the porenrio| fo posi’rive|y impact small businesses, providing them
with enhanced access to vital iunding opportunities for their grow’rn and prosperity. Lenders are encouroged
to review the proposed rule and provide feedback during the comment period fo ne|p snope these poieniio|
reforms.

In conclusion, the proposed Cnonges could offer opportunities for lenders to expond their loan porh(o|ios and
attract new customers. However, it may also require careful evaluation and adaptation of their lending
practices to ei(i(ec’rive|y manage risks and serve the evo|ving needs of small businesses. As the proposed rule
advances, lenders should monitor updores and stay informed about the final regu|orions to be i(u||y prepored
for any cnonges in their |ending operations.
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For more further information please contact the attorneys at Satel Law at 813.563.0636 or email us at
sba@satellawfirm.com

Information contained within this Insight is not intended, and should not be taken, as legal advice or a legal opinion on
any particular set of facts or circumstances. Your receipt of information contained in this Insight is not intended to create
and does not constitute an attorney-client relationship between you and Satel Law. The contents are intended for general
informational purposes only, and are not intended, and should not be taken, as legal advice. You are urged to consult your
attorney concerning any particular situation or specific legal question you may have. We work diligently to remain well
informed and up to date on information and advisements as they become available. As such, please reach out to us if you
need help addressing any of the issues discussed in this Insight, or any other issues or concerns you may have related to
yourself or your business. We are ready to help guide you throughout your journey.
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