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this part for the size standards of part
121 of this chapter which apply only to
504 loans; and
(e) Be able to demonstrate a need for
the desired credit.
§ 120.101 Credit
where.

not

available

else-

SBA provides business loan assistance only to applicants for whom the
desired credit is not otherwise available on reasonable terms from nonFederal sources. SBA requires the
Lender or CDC to certify or otherwise
show that the desired credit is unavailable to the applicant on reasonable
terms and conditions from non-Federal
sources without SBA assistance, taking into consideration the prevailing
rates and terms in the community in
or near where the applicant conducts
business, for similar purposes and periods of time. Submission of an application to SBA by a Lender or CDC constitutes certification by the Lender or
CDC that it has examined the availability of credit to the applicant, has
based its certification upon that examination, and has substantiation in its
file to support the certification.
§ 120.102 Funds not available from alternative sources, including personal resources of principals.
(a) An applicant for a business loan
must show that the desired funds are
not available from the personal resources of any owner of 20 percent or
more of the equity of the applicant.
SBA will require the use of personal resources from any such owner as an injection to reduce the SBA funded portion of the total financing package
(i.e., any SBA loans and any other financing, including loans from any
other source) when that owner’s liquid
assets exceed the amounts specified in
paragraphs (a) (1) through (3) of this
section. When the total financing package:
(1) Is $250,000 or less, each 20 percent
owner of the applicant must inject any
personal liquid assets which are in excess of two times the total financing
package or $100,000, whichever is greater;
(2) Is between $250,001 and $500,000,
each 20 percent owner of the applicant
must inject any personal liquid assets

which are in excess of one and one-half
times the total financing package or
$500,000, whichever is greater;
(3) Exceeds $500,000, each 20 percent
owner of the applicant must inject any
personal liquid assets which are in excess of one times the total financing
package or $750,000, whichever is greater.
(b) Any liquid assets in excess of the
applicable amount set forth in paragraph (a) of this section must be used
to reduce the SBA portion of the total
financing package. These funds must
be injected prior to the disbursement of
the proceeds of any SBA financing.
(c) For purposes of this section, liquid assets means cash or cash equivalent, including savings accounts, CDs,
stocks, bonds, or other similar assets.
Equity in real estate holdings and
other fixed assets are not to be considered liquid assets.
§ 120.103

Are farm enterprises eligible?

Federal financial assistance to agricultural enterprises is generally made
by the United States Department of
Agriculture (USDA), but may be made
by SBA under the terms of a Memorandum of Understanding between SBA
and USDA. Farm-related businesses
which are not agricultural enterprises
are eligible businesses under SBA’s
business loan programs.
§ 120.104 Are businesses financed by
SBICs eligible?
SBA may make or guarantee loans to
a business financed by an SBIC if
SBA’s collateral position will be superior to that of the SBIC. SBA may also
make or guarantee a loan to an otherwise eligible small business which temporarily is owned or controlled by an
SBIC under the regulations in part 107
of this chapter. SBA neither guarantees SBIC loans nor makes loans jointly with SBICs.
§ 120.105 Special consideration for veterans.
SBA will give special consideration
to a small business owned by a veteran
or, if the veteran chooses not to apply,
to a business owned or controlled by
one of the veteran’s dependents. If the
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