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SBA reworks low-income loan program

Sacramento Business Journal - by Kent Hoover Washington bureau chief

The U.S. Small Business Administration plans to restructure its Community Express program, which provides higher government guarantees and expedited processing on loans made to small businesses in low-income areas.

The SBA will extend the pilot program in its current form through Sept. 30. Changes to the program will go into effect Oct. 1, and it will remain a pilot program through Dec. 31, 2009.

The changes include a clearer definition of who is eligible for Community Express loans. Small businesses with a principal office in a low-income Hubzone or an area covered by the Community Reinvestment Act will be eligible for these loans, as will any small business seeking a loan of $25,000 or less. Loans made through special SBA initiatives to support economic development also will be eligible for the program.

Lenders who make Community Express loans are required to arrange management and technical assistance for borrowers. Under the restructured program, lenders will be able to use the SBA’s online Small Business Training Network and other agency resources to meet this requirement.

The SBA also reduced the maximum interest rate that lenders may charge for Community Express loans. For loans with maturities of less than seven years, the maximum rate will be the prime rate plus 2.25 percent. For loans with maturities of seven years or more, the maximum rate will be prime plus 2.75 percent. Lenders will be allowed to charge an additional 2 percentage points for loans of $25,000 or less, and an additional 1 percentage point for loans between $25,000 and $50,000.

Under current rules, Community Express lenders can charge up to prime plus 4.5 percent for loans of $50,000 or more and prime plus 6.5 percent for loans under $50,000.

Up to $250,000 can be borrowed through the Community Express program. The loans share the streamlined procedures of the SBA Express program, but the agency guarantees between 75 percent and 85 percent of Community Express loans, compared with only a 50 percent guarantee for SBA Express loans.
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