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House Small Business Subcommittee Hearing on the 

Shutdown and SBA Programs 
 

Overview 
On Tuesday, February 26, the House Small Business Subcommittee on Investigations, Oversight, 
and Regulations held a hearing titled “Shutdown Lessons: SBA Capital Access Programs.” The 
hearing, which was originally scheduled for February 12, focused on how the 35-day partial 
government shutdown affected the operations of the Small Business Administration (SBA), the 
Office of Capital Access (the Office), and the SBA loan programs. The hearing also examined the 
challenges the Office faced in processing the backlog of loans upon the government reopening.   
 

Witnesses 
 Mr. William M. Manger, Associate Administrator, Office of Capital Access, United States 

Small Business Administration 
 

Opening Statements 
In his opening remarks, Mr. Manger noted that during the shutdown the SBA was unable to 
approve loans or accept new loan applications for 20 full business lending days. Throughout the 
lapse, the SBA posted a notice on their financial system, and Mr. Manger engaged the industry as 
needed to respond to questions. The Office also closely examined their program functions to ensure 
compliance with the Anti-Deficiency Act. Although most routine activity in the office ceased 
operation, certain processes were able to continue, including: the administrative closing of certain 
previously approved and obligated 504 loans, limited lender oversight and risk management of our 
loan portfolio, microloans through intermediaries since they already received funding separate 
from the CR, disaster loan processing through SBA servicing centers, and online lender match 
platform. Once funding was restored, the loan systems were immediately made operational and the 
Office posted a notice to all lenders that the SBA was opened.  
 
Certain process improvements put in place by Administrator McMahon greatly enhanced the ability 
of the SBA to resume operations. Mr. Manger provided the example that by the end of 2018, the SBA 
had cut in half the time it takes to process and approve loans applications. This played a key role in 
allowing them to adequately handle the high volume of loans that came through upon reopening. 
 
As of Friday, February 22, the SBA had approved over 7,900 loans, totaling $3.7 billion, since 
resuming operation on January 28. The SBA is now back to pre-lapse levels in all lending categories.  
 

Question and Answer Session 
Chairwoman Judy Chu (D-CA) noted many loan applications were affected by the shutdown, 
including those submitted prior to the government closing and were pending, as well as the 
applications which could not be submitted due to the shutdown. Chairwoman Chu asked how many 
total applications were pending when SBA resumed operations. Mr. Manger clarified that the SBA 
service system was disabled during the shutdown so no loans were coming into the queue. 
However, all of the loans that came in since reopening and turning on the system have been 
handled. For applications submitted prior to the shutdown, there were a couple hundred non-
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delegated loans which were unable to be processed. Mr. Manger noted certain 504 loans that were 
submitted prior to the closing were able to be processed by excepted employees. 
 
Chairwoman Chu questioned how the backlog for non-delegated loan applications was handled. Mr. 
Manger said the SBA dealt with them on a first-in, first-out basis. He clarified that if there was an 
urgent loan that needed to be taken care of, the lender could contact the SBA to prioritize the 
application.   
 
Chairwoman Chu stressed that many small businesses were in dire need of financing during this 
time. She wanted to know if there was a significant increase in applications when the SBA reopened.  
Mr. Manger said they saw a large volume come in for the first several days. He further noted 
applications have actually remained high since the initial wave. Chairwoman Chu then asked if 
there was any way to isolate the lending programs from being frozen due to a lapse in 
appropriations. Mr. Manger stated the Anti-Deficiency Act prohibits the Office from providing any 
guarantees on loans during a shutdown.  
 
Ranking Member Ross Spano (R-FL) thanked Mr. Manger for the regular updates his office 
provided on the status of its operations since the shutdown. Ranking Member Spano inquired if the 
Office expects to have any new policy notices, SOPs or other regulations, and, if so, what would be 
the timeline. Mr. Manger stated there was a recent update to an SOP (50 10 5(K)) which will take 
effect April 1 to give the SBA and lenders time to adjust to the changes. The SBA is also currently in 
the rulemaking process to amend how the SBA Express Program is governed. The program has 
operated for 20 years simply by SOP so the SBA has proposed a new rule to incorporate the 
program into SBA regulations. The rulemaking was noticed in September of 2018 and the Office is 
reviewing comments now. Mr. Manger believed a final rule will be ready in the summer of 2019.  
 
Ranking Member Spano asked about the implementation of law that was established last Congress 
by H.R. 4743, the Small Business 7(a) Lending Oversight Reform Act of 2018. Mr. Manger noted the 
SBA had one year to finalize the changes required by the law and fully expects the agency will be 
able to meet the deadline (June 2019).  
 
Mr. Manger was asked what he would like to achieve this year and what are the challenges his office 
is facing. He and his office would like to ensure the SBA loan programs are available to all 
Americans, no matter where they live. To do so, the SBA has implemented a fee-reduction for loans 
made in rural areas as well HUBZones to help provide access in these areas. The fee-relief is for 
loans up to $150,000.  
 
Rep. Tim Burchett (R-TN) asked if there was any legislation Congress has or can introduce to help 
small business owners access capital. Mr. Manger brought attention to the President’s budget 
request in the previous year. The SBA asked to increase the SBA Express cap for loans from 
$350,000 to $1 million in exchange for a reduction in the guarantee by the federal government from 
75 percent to 50 percent. He noted the program has not been performing as well recently and 
believes increasing the cap will help revitalize it.  
 


