SBA Policy Notice





TO:	OFA, OGC, RAs, DDs, Supervisory Loan		CONTROL NO.:  5000-557


	Specialists, Supervisory Economic Development


	Specialists, District Counsels, DELTA 


	Processing Centers, Sacramento PLP Processing Center





SUBJECT:	Changes to the Defense Loan and			EFFECTIVE:  4/23/98


		Technical Assistance (DELTA) Program





The Small Business Programs Reauthorization Act of 1997 was signed into law (PL 105-135) on December 2, 1997.  Section 507 of the Act modifies the DELTA program as follows.





The authority of the SBA Administrator to carry out the DELTA Program shall terminate  when all funds have been expended.  Previously, under PL 104-61, SBA’s authority to carry out the DELTA Program terminated on September 30, 1998.  Given the anticipated loan volume, DELTA will continue to operate for several more years.





The maximum allowable guarantee percentage for DELTA is now 80 percent.  Previously, the maximum allowable percentage was 75 percent.  In dollar amount, therefore, the maximum SBA exposure is $1,000,000 on DELTA loans.  Previously, the maximum dollar exposure was $937,500.  





To be eligible for a DELTA loan, a borrower must demonstrate that, during any 1 of the 5 preceding operating years of the borrower, not less than 25 percent of the value of the borrower’s sales were derived from:





contracts with the Department of Defense (DOD) or defense-related activities of the Department of Energy (DOE); or





subcontracts in support of DOD or defense-related DOE prime contracts.





Previously, to be eligible  for a DELTA loan, a borrower must have derived the 25 percent from sales during its prior fiscal year.  Also, by replacing “fiscal year” with “operating year,”  Congress intended for SBA to count as eligible years only those years during which the borrower actually derived revenues from the operations of the firm.  Those years in which the firm was essentially inoperative are not to be counted as eligible years.  This change, for example, could allow a borrower to be eligible if it met the “25 percent rule” 6 years ago if, during any one of the 5 prior years, it was not operational.





The changes specified in this notice are effective as of December 2, 1997. These changes will be reflected in the first revision of SOP 50 10 4, which is currently being drafted.  Other than the above referenced changes, all other aspects of the DELTA Program remain unchanged.  





Attached are two new versions of SBA forms—SBA 2032, “DELTA Program Eligibility Certification Statement,” and SBA 2033, “DELTA Program Policy Objectives Statement.”   These forms are to be completed and maintained in the loan file.  These forms supersede any previously used draft forms. 





If you have any questions regarding this notice, contact Greg Diercks at 202-205-7538.











Aida Alvarez


Administrator 





Attachments





EXPIRES:  4/1/99�






DELTA PROGRAM ELIGIBILITY CERTIFICATION STATEMENT


[TO BE COMPLETED BY APPLICANT AND PLACED IN SBA LOAN FILE]





[Check all applicable boxes]





I.	I certify and, upon request of SBA, will provide documentation demonstrating that at least 25 percent of the gross receipts from any one of my firm's prior five operating years was derived from the following:





(     Department of Defense prime contracts; and/or





(     Defense-related Department of Energy prime contracts; and/or





   Subcontracts or supplier contracts at any tier in support of Department of Defense and/or                                                     	defense-related Department of Energy prime contracts.








II.   I certify and have provided documentation to evidence that my firm has been adversely      impacted as a result of the following:





(     Reductions in expenditures by the U.S. for defense; and/or





(    Termination or cancellation of a defense contract; and/or





(     Discontinuation of an approved major weapon system(s); and/or





(      Merger or consolidation of the operations of a defense contractor; and/or





(    Closure or realignment of a military installation(s).








III.						OR





   (	My firm is located in a community impacted by defense reductions, as outlined in section II above.








___________           _______________________________________________


DATE               	     SIGNATURE OF OWNER/CEO/PRESIDENT














SBA Form 2032 (1-98)


�



DELTA PROGRAM POLICY OBJECTIVES STATEMENT


[TO BE COMPLETED BY SBA ORIGINATING OFFICE OR PLP AND PLACED IN LOAN FILE]





[Check all applicable boxes]





I have reviewed the DELTA loan application and I certify that the applicant has provided documentation  indicating that the use of loan proceeds will result in the attainment of at least one of the following program policy objectives:





    (	Retention of defense workers whose employment would otherwise be permanently or temporarily terminated as a result of any one of the following:





1.    Reductions in expenditures by the United States for defense; and/or


2.	Termination or cancellation of a defense contract; and/or


3.	Discontinuation of an approved major weapon system; and/or


4.	Merger or consolidation of the operations of a defense contractor; and/or


5.    Closure or realignment of a military installation.





  (  Modernization or expansion of facilities, allowing the applicant to remain in the national technology and industrial base available to the Department of Defense.





    (  Stimulation of new jobs and economic activities in a community adversely affected by reductions in expenditures by the United States for defense.








_________                        _________________________________


DATE			SIGNATURE OF SBA OFFICIAL











NOTE: Summary of DELTA Eligibility Requirements


To be eligible for a DELTA loan, a firm first must be small and meet all current SBA eligibility and use of proceeds requirements.  Second, the applicant must certify that it meets the 25 percent defense dependency requirement. Third, there must be evidence that the applicant's firm has been adversely impacted by defense reductions, or be located in a community that has been adversely impacted by defense reductions, or will utilize loan proceeds to modernize or expand its facilities that will allow it to remain in the national technology and industrial base.  Fourth, if the applicant's firm has been adversely impacted by defense reductions, then it must also meet the policy objective of retention of defense workers.  Fifth, if the firm itself has not been adversely impacted but is located in a community that has been adversely impacted, it must meet the public policy objective of utilizing the loan proceeds to create new job opportunities and economic activity in that community. And sixth, if the applicant is modernizing or expanding its facilities to enable it to remain in the national technology and industrial base, it need only meet the 25 percent defense dependency requirement. 














SBA Form 2033 (1-98)








