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Appendix A-Summmary of Loan Programs

Appendix B-Sumnmary of SBA Forms

1. Application for Business Loan

2. Application for Business Loan-Short Form

3. Application for Low Doc Loan

4. Schedule of Collateral

5. Collateral Documents

6. Statement of Personal History

7. Statement of Personal History and Qualification of Management

8. Personal Financial Statement

9. Application for Small Business Size Determination 

10. Size Status Declaration

11. Lender’s Application for Guaranty

12. SBA Note

13. SBA Unconditional Guarantee

14. SBA Unconditional Limited Guarantee

15. SBA CDC/504 Note

16. Standby Creditor’s Agreement

17. Surety Bond Guarantee Agreement

18. Amendments to License Application

19. Draw Against Debenture Letter

20. Draw Against Participating Securities Commitment

21. Board of Directors Resolution

22. Compensation Agreement for Loan Servicing

23. 504 Debenture

24. 8(a) Personal Eligibility Statement

25. Application for Working Capital Guarantee

26. SBA Capital Certificate

Executive Summary

The Small Business Administration was developed in 1953 to provide government loans and serve as an advocate for small business concerns.  Today, the SBA supports small business through loan guarantee programs that works in conjunction with commercial banks. The loan guarantee program provides guarantees to small businesses that lack creditworthiness or access to larger capital markets. The SBA is not engaged in lending but guarantees a portion of the loan that a bank has considered too risky.  Last year the SBA approved more than $12 billion loans to more than 1 million small business owners.  The federal agency also provides financial and management assistance to small businesses.  

The 7(a) Loan Guaranty Program: The 7(a) Loan Guaranty Program is the SBA's primary loan program.  A 7(a) loan can be used to expand or renovate facilities; purchase machinery, equipment, fixtures and leasehold improvements; finance receivables and augment working capital; refinance existing debt with compelling reason; finance seasonal lines of credit; construct commercial buildings; and/or purchase land or buildings.

The SBA can guarantee as much as 80 percent on loans of up to $100,000 and 75 percent on loans of more than $100,000. In most cases, the maximum guaranty is $750,000 (75 percent of $1 million). Exceptions are the International Trade, DELTA and 504 loan programs, which have higher loan limits.  The SBA also has other specialty loan programs that can be used to solve specific financing needs.

Why Consider the SBA?

The SBA provides another option for companies that have been refused debt financing using a traditional underwriting assessment.  

Benefits

Faster

1. SBA has improved the response time on loan review process by designating preferred lenders that are able to control many of the underwriting decisions that were once completed solely by the SBA.

2. Low-Doc process enables 72 hour turnaround time on loans up to $150,000

3. SBA Express without loan approval

4. Prequalification Program

Improved Terms/Cost

1. SBA has extended repayment terms to 5 to 10 years for working capital and up to 25 years for Real Estate, Construction and Equipment

2. By providing security, SBA caps the interest rate that a bank can charge on the “secured” loan.  In most instances this amount is 2%-3% above prime.

3. Creates viable option to equity.

Improved Process

1. Formalized process including advice, information on business plan development, and financial management of growing business through Service Corps of Retired Executives “SCORE” and Small Business Development Centers.

Negatives

1. Collateral- SBA collateral requirements can be strict as some applicants are asked to pledge between one-fifth and one-half of the assets to launch a new business.

2. Dual Approval Process- primary lender must approve the loan and process to SBA for approval.  Utilizing Preferred Lenders is critical in mitigating this negative.

3. Paperwork- Traditional 7(a) loan involves an extensive amount of paperwork depending upon the size and type of loan.

Our Interpretation: SBA works best with established businesses that have a track record and a sound financial plan.  SBA provides these companies with a viable debt option as opposed to equity financing.  We also believe that in some instances the SBA serves as a crutch for commercial banks allowing then avoid complex underwriting decisions.  Overall the SBA has been successful in providing debt financing as witnessed by the 37% increase in 7(a) financing over the past year.

General Guidelines for Accessing Debt

1. Forge relationships with bankers and other sources before capital is needed.

2. Third-party referral- use professionals that you know to lead you to potential money sources.

3. Go to the right source for the right financing.  Don’t waste time trying to get start-up capital out of a bank if you don’t have collateral.  Don’t go looking for an investor if you need short-term operating capital.  Make sure the amount required is not below the minimum financed by that source.

4. Be willing to negotiate.  Talk in terms of making deals and win-win situations. “How can we make this work?”  A little humility will go a long way.

5. In determining your company’s ability to repay a loan, lenders will seek a complete business plan including cash-flow projections, a profit and loss statement, a balance sheet, and a detailed explanation of how funds will be used.  These documents need to be complete and accurate to demonstrate the competency of management.

6. Investigate the investigator- review the bank’s financials and confirm the long-term viability of your business partner.

Benefits to Bank from SBA Involvement

1. Bank can underwrite risky loans with default protection provided by US government.

2. Low-Doc programs reduce overhead for banks and enable them to underwrite small loans profitably.

3. Banks can sell loans on secondary market with a greater premium based on reduction of risk provided by US government security.

Bank Underwriting Process

1. How much collateral?

2. How liquid are the assets?

3. How risky is the business and industry?

4. Ability to service debt.

5. Competent Management

6. Company stability and owner commitment

7. Company as compared to industry standards

SBA Introduction

Over the past 47 years the Small Business Administration has been providing capital and securing loans for small businesses throughout the US.  Last year the SBA approved more than $12 billion loans to more than 1 million small business owners.  The federal agency also provides financial and management assistance to small businesses.  

Starting in 1953, the SBA was mandated to aid in the development of small businesses through capital and management support.  A loan guarantee program that provides guarantees to small businesses that lack creditworthiness or access to larger capital markets provides capital support.  Close to 95% of the businesses in the United States qualify as a small business as defined by the SBA.
  

The SBA has gone through some troubling times over the past twenty years with Ronald Reagan citing the agency as an example of government waste.  The SBA has also been considered a dumping ground for unemployed politicians and as a result has been unable to extricate itself form politics to focus on development and support of small business.  President Clinton has tried to invigorate the agency by appointing Aida Alvarez to head the SBA.  Ms. Alvarez has a long history of public service and was on the Clinton-Gore economic transition team following the 1992 election.

SBA History

· 1950s-1970s- Established as an independent federal agency with the sole purpose of assisting small business concerns.

· 1980s- SBA moves from actual lending to loan guarantees in order to more efficiently serve its customer through the use of existing bank infrastructure.

· 1990s- Focuses on supporting growth of Women and Minority owned businesses with directive from government and specific goals to increase lending to underserved segments of the economy.  Streamline application process through Preferred Lending Program and low documentation loans.

· 2000s- Continue focused development of certain economic segments while continuing to streamline transactions and eliminate excessive paperwork associated with loan process.  Increase amount of loans by 200 percent in fiscal year beginning October 1999.

SBA Mission

The mission of the Small Business Administration is to maintain and strengthen the Nation’s economy by aiding, counseling, assisting, and protecting the interest of small businesses and by helping businesses and families recover from disasters.

SBA Risk Profile

Low Risk Transactions










High Risk Transactions



SBA Primary Loan Process

When a small business applies to a lending institution for a loan, the lender reviews the application and decides if it merits a loan on its own or if it requires additional support in the form of an SBA guaranty. The lender then requests SBA backing on the loan. In guaranteeing the loan, the SBA assures the lender that, in the event the borrower does not repay the loan, the government will reimburse the lending institution for a portion of its loss. 

To qualify for an SBA guaranty, a small business must meet the 7(a) criteria, and the lender must certify that it could not provide funding on reasonable terms except with an SBA guaranty. The SBA can then guarantee as much as 80 percent on loans of up to $100,000 and 75 percent on loans of more than $100,000. In most cases, the maximum guaranty is $750,000 (75 percent of $1 million). Exceptions are the International Trade, DELTA and 504 loan programs, which have higher loan limits.

Loan application is submitted to a lender for initial review. If the lender approves the loan subject to an SBA guaranty, a copy of the application and a credit analysis are forwarded by the lender to the nearest SBA office.  After SBA approval, the lending institution closes the loan and disburses the funds. Loan payments are made directly to the lender. As with any loan, borrower is responsible for repaying the full amount of the loan.
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SBA issues guarantee based on review of the risk and is not involved in the actual lending of capital.

SBA Loan Programs

The 7(a) Loan Guaranty Program

The 7(a) Loan Guaranty Program is the SBA's primary loan program. The SBA reduces risk to lenders by guaranteeing major portions of loans made to small businesses. This enables the lenders to provide financing to small businesses when funding is otherwise unavailable on reasonable terms.

There are no balloon payments, prepayment penalties, application fees or points permitted with 7(a) loans. Repayment plans may be tailored to each business.

A 7(a) loan can be used to expand or renovate facilities; purchase machinery, equipment, fixtures and leasehold improvements; finance receivables and augment working capital; refinance existing debt with compelling reason; finance seasonal lines of credit; construct commercial buildings; and/or purchase land or buildings.

Terms, Rates and Fees

The length of time for repayment depends on the use of the proceeds and the ability of your business to repay.  The period is usually five to 10 years for working capital and up to 25 years for fixed assets such as the purchase or major renovation of real estate or purchase of equipment (not to exceed the useful life of the equipment). 

Both fixed and variable interest rates are available. Rates are pegged at no more than 2.25 percent over the lowest prime rate* for loans with maturities of less than seven years and up to 2.75 percent for seven years or longer. For loans under $50,000, rates may be slightly higher.

The SBA charges the lender a nominal fee to provide a guaranty, and the lender may pass this charge on to you. The fee is based on the maturity of the loan and the dollar amount that the SBA guarantees. On any loan with maturity of one year or less, the fee is just 0.25 percent of the guaranteed portion of the loan. 

On loans with maturities of more than one year where the portion that the SBA guarantees is $80,000 or less, the guaranty fee is 2 percent of the guaranteed portion. On loans with maturities of more than one year, where the SBA's portion exceeds $80,000, the guaranty fee is figured on an incremental scale, beginning at 3 percent.  A standard fee schedule is provided below.

	
	Loan Amount
	Guaranty Rate
	Max Guaranty Amt.

	Totals
	$800,000
	75%
	$600,000

	Layer
	Max Guaranty Amt
	Guaranty Fee Rate
	Guaranty Fee

	1st Layer
	$250,000
	3%
	$7,500

	2nd Layer
	$250,000
	3.5%
	$8,750

	3rd Layer
	$100,000
	3.875%
	$3,875

	Total Guaranty Fee
	
	
	$20,125


All references to the prime rate refer to the lowest prime rate as published in the Wall Street Journal on the day the application is received by the SBA.

Collateral

Our interviews with lenders and borrowers indicated that the need for collateral is subjective in nature and based on risks inherent in the individual deal.  The official literature states that the applicant must pledge sufficient assets, to the extent that they are reasonably available, to adequately secure the loan. Personal guaranties are required from all the principal owners of the business. Liens on personal assets of the principals may be required. However, in most cases a loan will not be declined where insufficient collateral is the only unfavorable factor.  “If a company has a contract or can bring customers over from a previous employer, the bank can count them as assets.  If they can justify that they’ll have revenue when they open the door, we’ll count it.”

Eligibility

The business generally must be operated for profit and fall within the size standards set by the SBA. The SBA determines if the business qualifies as a small business based on the average number of employees during the preceding 12 months or on sales averaged over the previous three years. Loans cannot be made to businesses engaged in speculation or investment. 

Size Standards

	· Manufacturing - from 500 to 1,500 employees

	· Wholesaling ​ 100 employees Services ​ from $2.5 million to $21.5 million in annual receipts 

	· Retailing - from $5 million to $21 million 

	· General construction ​ from $13.5 million to $17 million 

	· Special trade construction ​ average annual receipts not to exceed $7 million 

	· Agriculture - from $0.5 million to $9 million


Information Requirements for Lender 

	· Purpose of the loan 

	· History of the business 

	· Financial statements for three years (existing businesses) 

	· Schedule of term debts (existing businesses) 

	· Aging of accounts receivable and payable (existing businesses) 

	· Projected opening day balance sheet (new businesses) 

	· Lease details 

	· Amount of investment in the business by the owner(s) 

	· Projections of income, expenses and cash flow 

	· Signed personal financial statements 

	· Personal resume(s) 


SBA’s “Ideal” Candidate 

	· Good character 

	· Management expertise and commitment necessary for success 

	· Sufficient funds, including the SBA-guaranteed loan, to operate the business on a sound financial basis (for new businesses, this includes the resources to meet start​up expenses and the initial operating phase) 

	· Feasible business plan 

	· Adequate equity or investment in the business 

	· Sufficient collateral 

	· Ability to repay the loan on time from the projected operating cash flow 


SBA Preferred Lender Contact Information

The most active and expert lenders qualify for the SBA's Certified and Preferred Lenders Program. Participants are delegated partial or full authority to approve loans, which results in faster service. Certified lenders are those that have been heavily involved in regular SBA loan guaranty processing and have met certain other criteria. They receive a partial delegation of authority and are given a three-day turnaround on their applications (they may also use regular processing).

Certified lenders account for 10 percent of all SBA business loan guaranties. Preferred lenders are chosen from among the SBA's best lenders and enjoy full delegation of lending authority. This authority must be renewed at least every two years, and the SBA examines the lender’s portfolio periodically. Preferred loans account for 18 percent of SBA loans. 

The following is a list of preferred SBA lenders in the Boston Area. Nationwide, Fleet Bank is the fourth largest SBA lender.  

	Institution
	Contact Name and Telephone Number

	Fleet Bank Boston
	Sherry Hudson / 1-888-252-3628

	Citizens Bank (Providence)
	Gary Heidel    401-282-4538

	Commerce Bank (Worcester)
	Brain Chandley    508-797-6807

	Danvers Savings Bank
	Colleen McCullough    978-739-0276

	First International Bank (Boston)
	Jack Mello    617-357-0511

	Flagship Bank (Worcester)
	Blaine Marchand    508-799-4321

	Mass Business Development Corp (Boston)
	Karen Machowski    617-350-8877 

	Rockland Trust Company
	John Berton    781-878-6100

	Telephone
	1-800-U-ASK-SBA

	On-Line
	www.sba.gov

	On-Line
	www.sbaloan.com


Small Business Friendly Banks in Massachusetts

	Bank Name
	Location
	Total Score (out of 100)

	Bank of Western, MA
	Springfield
	82.5

	Northern B&T
	Woburn
	82.5

	Enterprise B&T
	Lowell
	77.5

	Slades Ferry TC
	Somerset
	75.0

	Gloucester B&TC
	Gloucester
	75.0

	Rockland TC
	Rockland
	72.5

	Atlantic B&TC
	Boston
	65.0

	Millbury NB
	Millbury
	62.5

	BankBoston (Fleet)
	Boston
	57.5


Ten Reasons for Denying an SBA Loan

1. Borrower is able to obtain funds from private lenders on a reasonable basis.

2. Loan is intended to pay off existing debt, to pay off principal(s) of the business, as in management or partnership buyout, or to replace capital already used for such purposes.

3. The applicant is a nonprofit organization.

4. The loan is intended to be used for lending or investment.

5. The loan is used in the speculation of any kind of property.

6. The loan is intended for the relocation of a business for other than sound business reasons.

7. The applicant is a newspaper, book publishing company, magazine, or similar enterprise with the exception of TV, radio, or cable broadcasting firms.

8. The loan promotes a monopoly or is not consistent with the accepted free competitive standards of the American System of Government.

9. Any of the applicant’s gross income is derived from gambling, except for those small concerns that obtain less than one-third of their income from the sale of state lottery tickets in a state where such activities are legal.

10. You are acquiring or starting another business (if you already own a business) or expanding to an additional location.  However, you may use funds to buy out and/or expand an existing business in its current location.  In addition to the preceding requirements, you must be directly involved in your business.  Absentee ownership is not permitted.

Also, the SBA will judge competency based on the quality of the financial projections that must be included in the loan application.  If there are inaccuracies in the cash flow statements, cost estimates, and profit projections, the application will very likely be disapproved on the grounds that the management ability is questionable.

Other SBA Loan Programs

LowDoc is one of SBA's most popular programs. Once you have met your lender's requirements for credit, LowDoc offers a simple, one-page SBA application form and rapid turnaround on approvals for loans up to $150,000 (for loans over $50,000, you must also provide a copy of U.S. Income Tax Schedule C or the front page of the corporate or partnership returns for the past three years). The SBA will guarantee up to 80 percent of the loan amount. The SBA processes completed applications quickly, usually within two or three business days. Proceeds may not be used to repay certain types of existing debt. Business start-ups, as well as businesses with average annual sales for the past three years not exceeding $5 million and with 100 or fewer employees, including affiliates, are eligible. 

SBAExpress, formerly SBA's FA$TRAK, is available for loans up to $150,000. The program authorizes SBA preferred lenders to use mostly their own forms, analyses and procedures to process, service and liquidate SBA guaranteed loans. The SBA guarantees up to 50 percent of an SBAExpress loan. Loans under $25,000 do not require collateral. This is a change from the FA$TRAK requirements. Like most 7(a) loans, maturities are usually five to seven years for working capital and up to 25 years for real estate or equipment. Revolving lines of credit are allowed for a maximum of five years. 

CAPLines This specialized umbrella loan program is designed to help small businesses meet their short-term and cyclical working capital needs. The CAPLines can be used to finance seasonal working capital needs; finance the direct costs of performing certain construction, service and supply contracts, finance the direct cost associated with commercial and residential construction performed on a speculative basis (without a firm commitment for purchase); finance operating capital by obtaining advances against existing inventory and accounts receivable: and consolidate short term debt. SBA provides a 75 percent guarantee. There are five distinct programs under the CAPLine umbrella:

· The Contract Loan Program is used to finance material and labor needs for a specific contract or contracts. If used for one contract it is generally not revolving if used for more than one contract at a time, it can be revolving. The loan maturity is used based on the length of the contract, but no more than five years.

· The Seasonal Line of Credit Program finances the short-term seasonal increases of accounts receivable and inventory. The business must have a definite established seasonal pattern and thus must have been in business for a period of 12 months in order to establish that pattern. The loan does not revolve during the season but may be used over again after a "clean​up" period of 30 days. These also may have a maturity of up to five years. The business may not have another seasonal line of credit outstanding but may have other lines for nonseasonal working capital needs. 

· The Builders Line Program provides financing for small general contractors involved in residential or commercial construction or building rehabilitation for resale. Loan maturity is generally three years but can be extended up to five years if necessary. Proceeds are used solely for direct expenses of acquisition, immediate construction, and/or significant rehabilitation of the residential or commercial structures. The purchase of the land can be included if it does not exceed 20 percent of the loan proceeds. Up to five percent of the proceeds can be used for physical improvements that benefit the property.

· The Small Asset Based Line can be used for revolving lines up to $200,000 to purchase inventory, pay direct labor, or finance accounts receivable and is advanced against existing inventory and accounts receivable. Repayment comes from the collection of accounts receivable, and this line of credit must revolve. They do not require periodic servicing and monitoring of the collateral for which service the lender can charge up to two percent annually to the borrower. These lines are generally used by businesses that provide credit to their customers.

· The Standard Asset Based Line is similar to the Small Asset Based Line, but for loan amounts over $200,000. It does require stricter servicing and monitoring, and the lender may pass the costs along to the borrower. 

The Export Working Capital Program is a line of credit for financing foreign accounts receivable. It is a transaction-based program and can be revolving or nonrevolving. The SBA provides a 90 percent guarantee to the lender. The business must have been in operation for at least 12 months prior to the application, and the proceeds can be used to finance materials and labor needed to manufacture or purchase goods and services for sale in foreign markets, including such items as consulting services, overseas travel to establish a market, and participation at trade shows. Funds cannot be used to refinance existing debt or purchase fixed assets. The maturity is generally 12 months or less but can be renewed up to a total of 36 months. 

The United States Export Assistance Center (USEAC) provides assistance and information on a wide variety of export programs including the SBA's Export Working Capital Program (EWCP). In addition, the Center promotes and markets the Agency's International Trade Loan Programs. The USEAC provides a mix of marketing assistance available through the Department Of Commerce, the state SBDC network and the financing assistance available from participating agencies including the SBA and the Export-Import Bank.

Under EWCP, the SBA guarantees up to 90 percent of the loan, up to $750,000. Loan maturities may be for up to three years with annual renewals. Loans can be for single or multiple export sales and can be extended for preshipment working capital and post shipment exposure coverage or a combination of the two. Proceeds can only be used to finance export transactions. The SBA can guarantee up to $1.25 million on an International Trade Loan (ITL) for a combination of fixed asset financing and working capital. The working capital portion cannot exceed $750,000.

International Trade Loan-This program provides short-term and long-term financing to small businesses that are engaged in international trade, preparing to engage in international trade, or adversely affected by competition from imports. The SBA can guarantee up to $1.25 million for a combination of fixed asset financing and permanent working capital. 

Defense Loan and Technical Assistance- DELTA is a joint effort of the SBA and the Department of the Defense to provide financial and technical assistance to defense-dependent small firms affected by defense reductions. The goal is to help affected small firms diversify into the commercial market while remaining a part of the defense industrial base. Reductions affecting business may be the result of any number of actions, such as cuts in defense spending, termination of defense contracts or the closure or realignment of military installations.

SBA may guarantee 75 percent of a loan up to $1.25 million under the 7(a) program, or $1 million under the 504 program. Technical assistance, including help in preparation of a business plan and loan application package, is available through Small Business Development Centers. 

7M-Microloan Program- These loans are provided directly by a network of intermediaries approved by the SBA for the purpose of making microloans (from $100 up to $25,000) to small businesses for the purchase of machinery, equipment, furniture, fixtures, inventory and working capital. These intermediaries also provide technical and management assistance to the owners. Most small businesses that are unable to obtain funding through conventional sources or the other SBA guaranteed loan programs should contact the microloan lenders in their area.

Small Business Investment Centers (SBIC) -There is a variety of alternatives to bank financing for small businesses, especially business start​ups. The Small Business Investment Company Program is the gap between the availability of venture capital and the needs of small businesses that are either starting or growing. Licensed and regulated by the SBA, SBICs are privately owned and managed investment firms that make capital available to small businesses through investments or loans. They use their own funds plus funds obtained at favorable rates with SBA guaranties and/or by selling their preferred stock to the SBA. SBICs are for profit firms whose incentive is to share in the success of a small business. In addition to equity capital and long-term loans, SBICs provide debt equity investments and management assistance. The SBIC Program provides funding to all types of manufacturing and service industries. Some investment companies specialize in certain fields, while others seek out small businesses with new products or services because of the strong growth potential. Most, however, consider a wide variety of investment opportunities.

The Angel Capital Electronic Network (ACE​Net) is a nationwide Internet-based listing service that provides information to angel investors on small, dynamic, growing businesses seeking $250,000 to $5 million in equity financing. The President of the United States announced ACE​Net, sponsored by the Office of Advocacy of the U.S. Small Business Administration, in October 1996. It is a major effort by the Office of Advocacy to start systematizing, on a nationwide basis, and expanding information available to investors on firms seeking equity financing. Once fully operational, ACE​Net will be run as a private, independent, not ​for ​profit organization.

The Community Adjustment & Investment Program (CAIP) was created to help communities that suffered job losses due to changing trade patterns following the North American Free Trade Agreement (NAFTA). The North American Development Bank has partnered with the SBA and the U.S. Department of Agriculture to make credit available to businesses in eligible communities to create or retain jobs. Business applicants must be able to demonstrate that the loan or loan guaranty will be used to create or preserve at least one job for every $35,000 in loans over a 24-month period.

The Minority Enterprise Development Program, commonly referred to as the 8(a) Program, has been revamped into a business development program that provide entrepreneurs and contractors assistance in understanding, preparation, negotiation and assistance in competing for federal government contract awards. The 8(a) program is still available and growing in the assistance it delivers to small businesses owned by socially and economically disadvantaged persons.

The 8(a) Program is available to American citizens who can demonstrate a potential for success and that the business is owned at 51 percent by eligible persons. Current law creates a presumption that certain groups including African Americans, Asian Americans, Hispanic Americans, Native Americans, as well as several other groups, are socially and economically disadvantaged.

On June 30, 1998, the eligibility criteria was expanded to include language that now affords eligibility to non-minority and disabled individuals who can demonstrate by a "preponderance of evidence" that they have been subjected to racial or ethnic prejudice or cultural bias because of their membership in a particular group. The purpose of expanding the 8(a) business development program was to, in effect, broaden and create a more equitable distribution of 8(a) benefits, improve 8(a) program participant success rates after graduation from the program, establish a 8(a) Mentor/Protégé program, foster joint ventures and revise the small business affiliation rules on bidding on government contracts.

Also, the changes further assist in developing a new Small Disadvantaged Business Program (SDB). The purpose of the SDB Program is to handle activities associated with certifying firms as SDBs and to process protests challenging the disadvantages status of a firm claiming to be an SDB.

In addition, 8(a) business development personnel can assist you through a listing of small business representatives in both the public and private sectors, as well as direct you to specific world wide web sites that provide small business procurement and purchasing-related business assistance. 

SBA Pre-Qualification Pilot Loan (Pre-Qual) Program was developed to provide substantive support and assistance in the small business loan application process to those segments of the small business community that traditionally may have been underserved by the lending community.

The Pre-Qual concept was originally introduced as the Women's Pre- Qualification Pilot Loan Program in June 1994. A Minority Pre- Qualification Pilot Loan Program followed in April 1995. In July 1998, these programs were combined under an umbrella Pre-Qual program to more aggressively market the SBA's loan programs to a wider variety of underserved markets.

The new combined Pre-Qualification Pilot Loan Program was developed primarily to address the following markets, identified by SBA as underserved, via traditional lending programs: women, veterans and minority-owned businesses, as well as exporters, rural markets and certain designated geographical areas and industries.

The Pre-Qual concept revolves around intermediaries who help market the SBA's loan programs and assist prospective borrowers in assembling a viable loan application package. 

To be eligible, a prospective business must be 51 percent or more owned by veterans, women and/or minorities. Export-eligible loans are those made with the intention of significantly expanding existing export markets or developing new export markets. With respect to rural markets, and other specially designated geographical areas or industries, contact your local SBA office for specific requirements.

The maximum loan amount under this program is $250,000. If a borrower currently has an SBA loan and the combined loans required as a result of this program are more than $250,000, the request is to be processed through the regular guaranty program.

The Pre-Qualification Loan Program is a 7(a) loan program. Therefore all other terms, conditions and requirements of the 7(a) program apply as prescribed by SBA's policies and regulations

PRO​Net is an electronic gateway of procurement information ​ for and about small businesses. It is a search engine for contracting officers, a marketing tool for small firms and a "link" to procurement opportunities and important information. It is designed to be a "virtual" one-stop procurement shop.

A search engine, PRO​Net is an Internet based database of information on more than 171,000 small, disadvantaged, 8(a) and women owned businesses. It is free to federal and state government agencies as well as prime and other contractors seeking small business contractors, subcontractors and/or partnership opportunities. PRO​Net is open to all small firms seeking federal, state and private contracts.

Businesses profiled on the PRO​Net system can be searched by SIC codes; key words; location; quality certifications; business type; ownership, race and gender; Electronic Data Interchange (EDI) capability, etc. 

A marketing tool, business profiles in the PRO​Net system include data from SBA's files and other available databases, plus additional business and marketing information on individual firms. Businesses on the system will be responsible for updating their profiles and keeping information current.

Profiles are structured like executive business summaries, with specific data search fields that are user-friendly and designed to meet the needs of contracting officers and other potential users.

Profiles provide vendors an opportunity to put a controlled "marketing spin" on their businesses. Companies with home pages can link their web site to their PRO​Net profile, creating a very powerful marketing tool.

As an electronic gateway, PRO​Net provides access and is linked to the Commerce Business Daily (CBD), agency home pages and other sources of procurement opportunities.

The PRO-Net project is a cooperative effort among SBA's offices of Government Contracting, Minority Enterprise Development, Advocacy, Women's Business Ownership, Field Operations, Marketing & Customer Service, the Chief Information Officer, and the National Women's Business Council.

Small Business Innovation Research Program The mission of the Office of Technology is to strengthen and expand the competitiveness of U.S. small high technology research and development businesses in the federal marketplace. The SBIR also provides assistance in achieving commercialization of the results of both the federal research and development programs mandated by the Small Business Innovation Development Act of 1982 and the Small Business Research and Development Enhancement Act of 1992. 

The mission of the Office is carried out through legislated programs including:

· The Small Business Innovation Research Program 

· The Small Business Technology Transfer Pilot Program 

· The R, R & D Goaling Program 

· Advocacy of Federal technology assistance 

The Office of Technology, formerly the Office of Innovation, Research and Technology, is organized into two components: the Research Acquisition Policy Division and the Innovation and Technology Division.

The Office of Technology promotes federal small business high technology programs to improve the competitive capabilities of small research and development businesses with particular emphasis on emerging and underserved small firms. It encourages state-of ​the ​market technology training, technology information exchange and outreach on federal technology programs. It also encourages private and public resource support for the commercialization of federal R & D efforts. It promotes outreach activities to introduce women and minority owned small business concerns to the advantages of competing for federal R & D projects. For more information contact your local SBA office.

SBA 504 Loan Program
504 is the SBA's economic development instrument that supports American small business growth and helps communities through business expansion and job creation. The SBA 504 loan program provides long-term, fixed rate, subordinate mortgage financing for acquisition and/or renovation of capital assets including land, buildings and equipment. Virtually all types of for-profit small businesses are eligible for this program.

The SBA 504 loan is distinguished from other SBA loan programs in these ways: 

· Lower down payment; allows a business to conserve valuable operating capital by injecting just 10% of total project cost. 

· Fixed interest rate; borrower knows cost of occupancy for the next 20 years. 

· Rate is usually below market rate. 

· All project costs can be financed, including acquisition (land and building, land and construction of building, renovations, machinery and equipment) and soft costs such as title insurance, legal, appraisal, environmental and bridge loan fees. Closing costs may be financed. 

· Collateral is typically assets financed; allows other assets to be free of liens and available to secure other needed financing. 

· Long-term: real estate loans are 20-year term, heavy equipment 10​ or 20-year terms and are self amortizing. 

· 504 program encourages banks and other lender to make loans in first position on reasonable terms, helps them retain growing customers, and provides CRA credit. 

· 504 program benefits the borrower's community through job creation and retention. 

Businesses that receive 504 loans are: 

· Small ​ net worth under $6 million, net profit after taxes under $2 million, or meet other SBA size standards. 

· Organized as for profit. 

· Any type of business ​ retail, service, wholesale or manufacturing. 

The SBA's 504 lending intermediaries, Certified Development Companies (CDCs) serve each community to finance business expansion needs.  The professional staff works directly with each customer to tailor a financing package that meets program guidelines and the credit capacity of the business. The 504 Loan Program is the first national financing program specifically designed for expanding small business whose investment will create jobs.

Case Study

The following case study is presented to provide insight on the SBA process.  The case study was developed based on an interview that was completed with SCORE representatives at the Brockton SBA office.  

Dotun Diyaolu

Dotun Diyaolu, a former pharmacist at Brockton Hospital had an idea for a business.  He discovered the elderly were not being served properly in the home health care industry.  He sought to open his own independent pharmacy that would serve the needs of the elderly by making deliveries and aiding them in the procurement of health insurance reimbursement.  Dotun went to many banks with his idea and quickly learned banks were not interested based on the risk associated with an independent competing against the likes a Walgreens and CVS.  Many of the banks refused to look at his business plan since the endeavor was deemed too risky.  Dotun refused to give up his dream, and decided to go to his local SCORE office.  The SCORE volunteers realized Dotun had a solid business plan that showed his business had real potential to serve a specific niche.  After working to refine the business plan the SCORE volunteers referred Dotun to Rockland Trust Company, a bank that enjoys preferred Loan processor status with the SBA.  This designation allows them to underwrite certain types of loans with minimal approval and paperwork submission to the SBA.  

Dotun was successful in securing financing through Rockland Trust.  He indicated the critical elements in his success were experience, business plan and the SCORE referral.  As for collateral, Dotun needed to come up with 20% of the loan plus his house.  Dotun thought the SBA loan was a win/win situation for both him and the bank. He said the only negative aspect was the amount of time for processing; it took 6 weeks to get his loan approved.

Resources 




Small Business Development Centers- Another reason to utilize the SBA is its invaluable resources and programs that help borrowers and prospective borrowers get in business and stay in business.  The SBA has programs and workshops that help individuals by giving classes on how to write a business plan or tutorials outlining the necessary prerequisites to start a business.  The small business development center (SBDC) provides management and technical assistance, counseling and training to current prospective small business owners. This program is a cooperative effort of the private sector, the educational community, and the federal, state and local governments. There are more than 1000 locations, including universities, state governments, and private sector organizations.

A local satellite SBDC office is located on 142 Beacon Street, Chestnut Hill, Massachusetts 02127.  It operates in a modest-sized house that belongs to the property of Boston College.  The contact point there is Dr. Jack McKiernan who is the Regional Director of the Metro Boston Regional Office.  The office’s phone number is 617-552-4091.  Their fax number is 617-552-2730.  Also located in the same location is the SBDC’s Capital Formation Services.  Don Reilly, Director, BC Coordinating Site, leads this service.

The Service Corps of Retired Executives (SCORE) offers counseling and training for small business owners who are starting, building, or growing a business.  SCORE’s services are free and are delivered through over 12,000 volunteers in more than 700 locations.  SCORE volunteers can offer valuable information to potential SBA borrowers by advising on such subjects as business plan preparation and help with retaining financing.   Art Wish of the Southeastern Massachusetts SCORE Chapter located in Brockton explained most prospective business owners’ plans usually contain overly optimistic sales forecasts that may scare potential lenders.  


Assistance Programs -The SBA offers assistance in many different forms.  For example Women’s Business Centers targets women-owned businesses, and startups, providing long term training and counseling in all aspects of owning, managing, or running a business. 

Interview List

SBA

Scott True, Economic Development Specialist, Boston, MA.  Email: scott.true@sba.gov

SCORE

Arthur Wish, SCORE Volunteer, Brockton, MA

SBDC

Dr. Jack McKiernan

Boston College Location

617-552-4091
LENDERS

Richard Chavez, Enterprise Bank & Trust, 978-459-9000

John Berton, Rockland Trust, 781-878-6100

Bill Crowley, Northern Bank & Trust, 1-800-273-6908, ext 208, northernbank@prodigy.net

BORROWERS

Dotun Diyaolu, RPH, Plaza Pharmacy, Brockton, MA, 508-587-9977

Merrill Lanoue, Merrill’s Shoes, Brockton, MA

ON-LINE

www.sba.gov

www.sbaloan.com- link to commercial bank with information on process and requirements

PHONE

1-800-U-ASK-SBA
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