SBA Loans
Guide
The Small Business Administration
(SBA) exists to help spur the
creation of new businesses in the
U.S. by guaranteeing portions
of loans made to these fledgling
enterprises, but that’s not all
it does. The SBA also offers a
variety of other programs to help
established businesses grow,
and some of its programs
target specific communities,
such as women-, veteran-, and
minority-owned businesses.

Help from the SBA: Moving Beyond Early-Stage Companies
MORE FINANCIAL ACCESS THAN YOU THINK

“Most business owners
believe that once they
have received their first
SBA loan for buying their
business, no additional
help is available from that
agency, but nothing could
be further from the truth.”
— Bill Whitehurst, President of Whitehurst
Mergers & Acquisitions

Many businesses that have made the transition to the next stage in their
growth — or are about to — got started with help from a Small Business
Administration 7(a) loan. While there is fairly widespread awareness of SBA
programs designed to help start-up companies, it is less well-known that
the agency also offers additional assistance for more-established firms that
are ready to take the next step. “The SBA uses a variety of parameters to
define what constitutes a ‘small’ business, depending on the industry sector,
but a great many businesses — including some with up to 500 employees
in certain sectors — qualify for these programs,” says John Moshier, Senior
Vice President and National SBA Segment Manager at KeyBank. The loans
can be used for many different purposes and come with government-backed
guarantees up to 85% percent of the loan amount, which often makes them
more accessible to a growing business than a non-SBA loan might be.
“Currently, the SBA has substantial loan programs for working capital,
equipment, and real estate,” says Bill Whitehurst, president of Whitehurst
Mergers & Acquisitions, a Dallas-based business brokerage. “There certainly
are parameters that must be met for the specific business and loan program
being applied for, and in some cases applicants must be ready to pledge
personal assets as collateral if those are available. But the main point is that
many businesses are being held back by not having access to the next level of
working capital for expansion, and for business owners willing to go through
the process, that money may be available through SBA loan programs.”
SBA Loans Guide l Page 1

SBA Loans Guide

Help from the SBA: Moving Beyond Early-Stage Companies
Maximum CDC/504 loan amounts
are tied to the specific goals the
proceeds will be used to achieve.
For example:
Job creation: The maximum SBA
debenture is $5 million for meeting
job creation criteria or a community
development goal. In most cases
that means your business must
create or retain one job for every
$65,000 provided by the SBA, but
the benchmark for manufacturers is
one job per $100,000.

CDC/504 Loans
SBA Certified Development Company (CDC)/504 loans are very similar to the
7(a) loans many companies are familiar with, but they are locked into a longer
repayment period, Moshier says. “In a typical scenario – say the business
owner wants to buy a building – the borrower would put down less than a
conventional loan would require, the bank may make a non-SBA-guaranteed
first mortgage for up to 50% of the purchase price, and the SBA CDC loan
would be for the remaining,” he explains. “The non-SBA bank loan must
meet certain required terms, and the SBA CDC commitment is backed by
a bond debenture. Cash is a valuable commodity for a growing business,
so having to put less down is a significant advantage. The bank’s risk is
reduced in these transaction(s) versus non-SBA-guaranteed loans, making
it easier for qualified borrowers to gain access to the capital they need to
continue expanding.”
The proceeds of a CDC/504 loan can be used to purchase land, including
existing buildings; to pay for improvements, including grading, street
improvements, utilities, parking lots, and landscaping; for the construction
of new facilities or the modernization, renovation, or conversion of existing
ones; and to purchase long-term machinery and equipment. The proceeds
generally cannot be used for working capital or inventory; consolidating,
repaying, or refinancing debt; or speculation or investment in rental real estate
(although there are special exceptions to those restrictions in certain cases).

Public policy: Borrowers are eligible
for up to $5 million of SBA debenture
($5.5 million for small manufacturers)
when meeting public policy goals of
energy reduction or alternative fuels.
The full list of qualifying public policy
goals is expansive and can include
business district revitalization,
expansion of exports, rural
development, increasing productivity
and competitiveness, and expansion
of minority-, women-, and veteranowned business concerns.
In most cases, the assets being
financed serve as collateral for
CDC/504 loans, and the principal
owners of the business are required
to provide personal guarantees as
well. Interest rates are pegged to
five- and ten-year U.S. Treasury
issues for the CDC portion; fees may
be able to be financed with the loan.
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OTHER SBA PROGR AMS FOR GROWING BUSINESSES
> SBA Small Loans. This program falls under the agency’s popular 7(a)
Loan Guarantee Program, which is designed to help entrepreneurs start or
expand their businesses. The Small Loans Program was created to make
lower-dollar loans for business formation and growth more available to
enterprises in underserved communities. The maximum loan size in this
program is $350,000, with the SBA guaranteeing 85% for loans up to
$150,000 and 75% for larger loans.
> SBA Express. This program provides an accelerated turnaround time for
SBA review, compared to other programs. Both term loans and lines of
credit (LOCs) up to $350,000 are available through this program, and the
proceeds can be used for acquiring a business or equipment, refinancing
debt, working capital, inventory, and other business needs. SBA guarantees
up to 50% for loans and LOCs under this program, and lenders may be
able to waive collateral requirements on loans of $25,000 or less. Borrowers
also benefit from reduced documentation requirements relative to other
types of SBA-guaranteed loans.
> SBA Veterans Advantage. SBA Express loans, available in amounts up
to $350,000, typically have an up-front guaranty fee associated with them,
but this program eliminates that fee for qualified veteran-owned businesses.
In order to qualify, a business must be at least 51% owned and controlled
by an individual or individuals who fall into one or more of these groups:
veterans (other than dishonorably discharged); service-disabled veterans;
active-duty military service members participating in the military’s Transition
Assistance Program (TAP); reservists and National Guard members; current
spouse of any veteran, active-duty service member, reservist, or National
Guard member; or widowed spouse of a service member who died while in
service or of a service-connected disability.
> SBA Export Express and International Trade Loan. The Export Express
Program is the SBA’s simplest export loan product. It offers financing up
to $500,000, allows participating lenders to use their own forms and
procedures, and provides an accelerated turnaround time for SBA review,
compared to other programs. The International Trade Loan Program can
provide up to $5 million for fixed assets and working capital for businesses
that plan to start exporting or are looking to expand existing export
operations. More detailed information on eligibility, allowable use of loan
proceeds, and the application processes for both these programs can be
found at www.sba.gov/category/navigation-structure/loans-grants/smallbusiness-loans/sba-loan-programs/7a-loan-program/sb.
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QUALIF YING FOR SBA ASSISTANCE

“You should also have
a good team of trusted
advisors in place —
accountant, banker,
attorney, and any expert
specific to your type of
business, if applicable.
These people can help
you step back and take
a look at whether what
you’re planning to do
really makes sense for
your business.”

All SBA programs have specific requirements for applicants that are presented
in detail on the agency’s various websites. A good starting point is the home
page for SBA loan programs (www.sba.gov/loanprograms), which has links
to the individual programs, their eligibility requirements, and the relevant
application process. Documentation requirements for most programs include
some or all of the following:
• Completed copy of the SBA loan application form for that program (which
can be done online in some cases).
• Personal history and financial statement (SBA Form 912: www.sba.gov/sites/
default/files/tools_sbf_finasst912.pdf and SBA Form 413: www.sba.gov/
sites/default/files/tools_sbf_finasst413_0.pdf).
• Business financial statements supporting your application and
demonstrating your ability to repay the loan. These should include a P&L
statement current within 90 days of your application along with
supplementary schedules from the last three years, and a detailed one-year
projection of income and finances with a written explanation of how you plan
to achieve those goals.
• A list of ownership and affiliations.
• Business certificate and/or license.
• Past loan application history.
• Most recent business income tax return and most recent three years of
personal income tax returns.
• Résumés for each principal of the business.
• Business overview and history, including its challenges and an explanation
of why an SBA loan is needed and how it will help the business.
• Business lease or correspondence from your landlord providing terms
of a proposed lease.
• If the loan is being used to acquire an existing business, additional
documentation related to that business, its finances, and terms of the
sale may also be required.

— John Moshier, Senior Vice President
and National SBA Segment Manager
at KeyBank

Getting started
Being prepared before you
start the application process is
very important and can make
your business a more attractive
candidate for SBA-guaranteed
financing. “Having a solid
business plan is critical, and it’s
surprising how many businesses
actually don’t have one,”
Moshier says.
It’s also a good idea to start
having conversations with your
banker on a regular basis before
you ever even need a loan.
“Define what success looks like
for you. Have a vision that you
can put down on paper and
bring into the bank with you,” he
says. “It’s never too early to start
talking with a banker or an SBA
specialist.”
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