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Lenders Benefits of SBA LoansLenders Benefits of SBA Loans

Risk Mitigation
Tool

Additional choices
for financing a
small business

Increase liquidity
by selling the SBA

Guaranty
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Overcome internal
loan policies

Expand borrowing
markets

Meets Community
Reinvestment Act

(CRA)



Why the SBA?
Example Risk Weight Capital Ratio Capital Amount Calculation

CommercialLoan for$1,000,000 100% 12% $120,000 .12*$1,000,000
7(a)$1,000,000 NotSold 20%GuaranteedPortion &100% For Un-Guaranteed

12% $18,000$30,000 .2*750000*121*250000*.12
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20%GuaranteedPortion &100% For Un-Guaranteed
7(a)$1,000,000Sold 100% For Un-Guaranteed 12% $30,000 250000*.12



How Does it Work

Federal Loan Guaranty For Small Businesses

Borrower
Needs Capital

Provides
Capital
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Bank

SBA

Provides
Capital

Mitigates Loss to
Lender

Provides
Additional
Services to
Borrower



• No management
experience

• No potential chance of
repayment

• Impractical business
idea

• No financial reserves
• No equity investment

• Experienced management
• High Debt Service Cash

flow
• Sterling credit
• Generous collateral
• Sound business idea
• Financial reserve

Most Viable Business Profile Least Viable Business Profile

• Overall economy
• Lenders’ regulatory

environment
• Lenders’ liquidity (or lack

thereof)
• Lenders’ competitive

environment
• Lender limits on terms and

types of businesses

Factors that determine this
range:
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Lender Range SBA Range

Lenders are comfortable
making loans without
SBA’s guaranty

“NO” Range
(TA Assistance)

• No management
experience

• No potential chance of
repayment

• Impractical business
idea

• No financial reserves
• No equity investment

• Experienced management
• High Debt Service Cash

flow
• Sterling credit
• Generous collateral
• Sound business idea
• Financial reserve

• Overall economy
• Lenders’ regulatory

environment
• Lenders’ liquidity (or lack

thereof)
• Lenders’ competitive

environment
• Lender limits on terms and

types of businesses



What is an SBA Borrower?

 A borrower who may be short on collateral

 A  borrower who does not fit the lenders
standards of lending

 A start-up with no proven history

 A borrower who currently has non-SBA financing
under less than favorable terms
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 A  borrower who does not fit the lenders
standards of lending

 A start-up with no proven history
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7(a) Loan Programs

Program SBA Guarantee

•Standard 7(a) – up to $ $5 million (85% <$150K or 75% on > $150k)

•SBAExpress – up to $350,000 (50%)

•Patriot Express – up to $500,000 (Same as 7a)

• SLA- up to $250,000 (Same as 7a)

• RLA- up to $350,000 (Same as 7a)

• Export Express- up to $500,000 (90% <$350K or 75% on > $350k)

• International Trade - up to $5 million (90% <$350K or 75% on > $350k)

• Export Working Capital - up to $5 million (90% up to $4.5 million max guarantee)

• CAPLines - up to $5 million (Same as 7a)

• Community Advantage- up to $250,000 (Same as 7a)

SBA Program Max Loan Amount SBA Guarantee

Standard 7(a) up to $5 million 85% <$150K or 75% on > $150k

SBA Express up to $350,000 50%

Patriot Express up to $500,000 Same as 7a

SLA up to $250,000 Same as 7a

RLA up to $350,000 Same as 7a
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International Trade up to $5 million 90% <$350K or 75% on > $350k

Export Working Capital up to $5 million 90% -$4.5 million max guarantee
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Use of Proceeds

 Start-up costs

 Expansion

 Purchase machinery, equipment & inventory

 Finance accounts receivable

 Working capital including loan fees/costs

 Leasehold improvements

 Refinance debt

 Change of ownership – purchase a business
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Not An SBA Deal

 Businesses primarily engaged in lending/investment

 Apartments, investment or rental property – landlords

 Non-profit

 If Government has experienced a loss on a previous debt to
the business or applicant

 Pyramid or multi level sales distribution plans

 Speculation, R&D

 A business which restricts patronage – i.e. men or women
only health clubs

 A business engage primarily in gambling activities

 If an applicant is on parole or probation
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PLP vs. Non-PLP

PLP
Delegated Authority

PLP Lenders
underwrite the loan
using SBA provided

checklist for in house
approval

NON-PLP

In many instances,
lenders commence

servicing actions w/o
approval from SBA
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PLP Lenders
underwrite the loan
using SBA provided

checklist for in house
approval

SBA delegates the final credit
decision and most servicing and

liquidation authority to PLP
lenders. SBA continues to

check loan eligibility criteria.

In many instances,
lenders commence

servicing actions w/o
approval from SBA

Submits all loan documents to
the SBA Processing Center for

initial Loan Approval.



Standard Borrower Items

Finished Business Plan

Identified Financial Needs

Current Financial Statements for Business & Personal

3 Years Business & Personal Income Tax Returns

1 Year Projected Income & Expense
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Credit Criteria
 Is Business Realistic/Eligible

 If Refinancing Debt, does it improve the finances of the
business?

 Management Ability

 Repayment Ability

 Adequate Cash Flows

 Sufficient Down Payment

 Collateral

 Acceptable Credit
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 Is Business Realistic/Eligible

 If Refinancing Debt, does it improve the finances of the
business?

 Management Ability

 Repayment Ability

 Adequate Cash Flows

 Sufficient Down Payment

 Collateral

 Acceptable Credit

*The business must be able to meet all of it’s
debt payments (Not Just the SBA Portion)

when being considered for a loan*



Other Aspects of the Credit Evaluation

 Description & history of the business

 Close examination and verification of the Franchise
Agreement (when applicable)

 Site visit to the business or proposed business site

 Discussion of whether business is the subject of any
Federal, State, or local citations that would preclude it
from normal business operations
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Other Aspects of the Credit Evaluation

7(a) Risk based Lender
Review
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7(a) Risk based Lender
Review



Guaranty Fee

SBA Guaranty Fee is based on the guaranteed portion of the loan

• Loans < $150,000 2.0% (lender keeps 25%)
• $150,001 to $700,000 is 3.0%
• $700,001 or more is 3.5%
• An addition 0.25% is charged on the portion more than $1,000,000

*Multiple loans made <90 days apart are treated as one loan for
Guaranty Fee purposes*

The On-going Annual Fee paid by the lender is 55 basis points

SBA ONLINE CLASSROOM: GROWING A BUSINESSU.S. Small Business Administration

SBA Guaranty Fee is based on the guaranteed portion of the loan

• Loans < $150,000 2.0% (lender keeps 25%)
• $150,001 to $700,000 is 3.0%
• $700,001 or more is 3.5%
• An addition 0.25% is charged on the portion more than $1,000,000

*Multiple loans made <90 days apart are treated as one loan for
Guaranty Fee purposes*

The On-going Annual Fee paid by the lender is 55 basis points



Loan Submission
Standard 7(a) & Rural Lender Advantage Loans

Approved by SBA & located at

6501 Sylvan Road, Suite 122, Citrus Heights, CA

Phone: 877-475-2435 (toll free)

E-mail questions to: 7aquestions@sba.gov

PLP, SBA Express, Patriot Express & Small Lender Advantage loans are
Lender approved & Submitted via E-Tran

The eligibility check lists, submission instructions & forms can be
accessed via www.sba.gov/banking
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E-Tran

PLP Lenders- Origination & Servicing
Non-PLP Lenders- Servicing

• Cancel undisbursed loans.
• Terminate guaranty on disbursed loans.
• Decrease undisbursed loans.
• Change the use of proceeds, which does not involve an increase to loan.
• Changes to maturity date or months on loans which have not matured.
• Change loans from revolver to term or vice versa.
• Change legal/trade name or address.
• Change project from rural to urban or vice versa.
• Change principal(s) gender, race, veteran status, citizenship
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Benefits of E-Tran
• We want lenders to handle ALL unilateral servicing actions (address

changes, name changes, etc.) via E-TRAN

• Through E-TRAN lenders will also have the ability to view the status of
their loans post-origination (maturity date, loan payments, etc)

• Guaranty Fee calculator built into E-TRAN servicing module

• Instant turn around on loan servicing actions

• Competitive Advantage:  Ability to respond in the market place and
approve loan changes in an expedited manner

• Overall programming is very “user friendly” and easy to learn

• Instant validation provides comfort that there are no errors in data entry
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E-Tran

Select Access at the top of the page.
Scroll down to Electronic Lending - Servicing (E-Tran) and select the folder.
Options will appear - Select the box Update SBA Loans
***Don't worry about anything but the Update SBA loans option. This will
enable you to make changes to the loans in your portfolio. View SBA loans will
limit the user’s capabilities***

More boxes will then appear, prompting you to enter a Location ID
***Each office will have an individual Location ID***
-Click SEARCH for your Location ID

Contact your local SBA District Office for more information
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E-Tran
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E-Tran Sign Up

To request a User ID and Password, enabling you to view and/or update your SBA
loan, login to GLS and…
Select Request User ID on the left hand side of the GLS homepage

https://eweb.sba.gov/gls/dsp_login.cfm

Delegated loan program lenders must use
SBA Express, PLP, Patriot Express, Export
Express and Small Loan Advantage
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The Lender Matrix

Guide tailored to address
common loan issues
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Exporting
SBA Regional Export Finance Manager

Martin Selander
International Trade Specialist
U. S. Export Assistance Center

2303 Martin Court #315
Irvine CA 92612
(949) 660-8935

Serving Southern California,
Nevada, and Hawaii

Additional information available on line
www.sba.gov/oit

Including copies of all required application forms and detailed program information
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Counseling & Training
Small Business Development Centers: SBDCs provide management assistance
to current and prospective small business owners. SBDC services include
financial counseling, marketing advice and management guidance. Some
SBDCs provide specialized assistance with information technology, exporting
or manufacturing. SBDCs are partnerships primarily between the government
and colleges, administered by SBA.

SCORE Mentors: Sponsored by SBA, SCORE provides free and confidential
counseling, mentoring and advice to small business via a network of business
executives, leaders and volunteers.

Women’s Business Centers: WBCs provides business training and counseling
with the unique needs of women entrepreneurs in mind. WBCs are a national
network of nearly 100 educational centers designed to support women who
want to start and grow small businesses.
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Counseling & Training (Cont.)Veteran’s Business Outreach Centers: VBOCs provide veterans withentrepreneurial development services such as business training,counseling and mentoring.Minority Business Development Agency: MBDA advisors help minoritybusiness owners gain access to capital, contracts, market research andgeneral business consulting.Trade Associations:Mentoring for Government Contractors:Import and Export Assistance:
Additional federal counseling programs can be found on:www.sba.gov
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www.sba.gov
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www.sba.gov/for-lenders
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www.sba.gov/lenders
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Questions ?
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Proposed Upcoming Changes:

Great news for Borrowers/ lenders of SBA guaranteed loans• Greater access to capital/ less paperwork• Streamlining the SBA application process• Strengthening oversight/integrity of the agency’s loanprograms.
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Among The Changes:

• Eliminating the Personal Resource Test: A borrower will no longer be required toobtain a maximum level of personal finance resources for a 7(a) or 504 loan. This willstreamline the loan process by eliminating complicated regulations used to determinethe amount of collateral required.• Revising the Rule on Affiliation: Revising this rule will open access to SBA loans tobusinesses that, under current rules, would not qualify as a small business under SBA’ssize standards by virtue of their association with other companies. It also wouldstreamline 504 loan applications and reduce paperwork requirements for 504 and 7(a)loan applications.• Eliminating the Nine-Month Rule for the 504 Loan Program: Eliminating the Nine-Month rule removes a restriction that limits a business to include in its 504 project onlyexpenses incurred nine months prior to submitting the loan application. The new rulewould allow inclusion of expenses incurred at any time (e.g., projects put on hold formore than nine months due to a natural disaster).
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More Info Available Online:

• For comprehensive information on the newrules and their benefits, visithttp://www.sba.gov/content/revised-oca-regulations-504-and-7a-loan-program
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Walter Stamps
Lender Relations
U.S. Small Business Administration
Los Angeles District Office
330 North Brand Blvd., Suite 1200
Glendale, CA 91203
(818) 552-3201 phone
walter.stamps@sba.gov

Use Every Resource Available!

U.S. Small Business Administration
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Walter Stamps
Lender Relations
U.S. Small Business Administration
Los Angeles District Office
330 North Brand Blvd., Suite 1200
Glendale, CA 91203
(818) 552-3201 phone
walter.stamps@sba.gov

Email: LADOLenderRelations@sba.gov
Webpage: www.sba.gov/ca/la

Helping Small Businesses - Start, Grow and Succeed



Thank you!!
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