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If yoir application is not quite strong
enough to securea businessloan through

traditional channels, you might be able -

to get one that is guaranteed by the U.S,
Small Business Administration; '

The SBA exists to stimulate and
foster economic development by help-
ing new businesses get started and by
helping established ones grow. One

of the SBAs programs is to guarantee
a certdin percentage of a loan for-eli- ~

gible businesses.

~ 'The SBA does not 1tse].flend rnoney_
to small businesses. Rather;’ businesses:

must apply for an SBA-backed loan

through a bank or otherlender that par-::
ticipates in the SBA program. The SBA
simiply guarantees up to 85 percent of

the loan (for loans of up to $150,000, or

up to 75 percent for loans greater than
that amount) in case the borrower de-
faults. The lender, who assumes the re-
maining percentage of the risk, makes
the decision about whether it will grant
the loan to the borrower. =

: SBA-backed - loans’ typlca]l}r “have
. which vary from industry to industry.
~ Your business cannot be owned or oper-

longer terms than other types of loans,
which tranislates to _lower monthly pay-

ments for growing businesses. Howev-
er, they also have fees, and since you're

dealing with the government, the ap--
. plication process typically takes longer

and requires more paperwork than it
does with a traditional loan.. :

The SBAs most popular loan type is
the 7(a), a broad product that can be
used by most business types for a wide
range of purposes, such as real estate
purchases, working capital, equipment

and furnituré purchases and debt refi- -

nancing (under certain conditions). It is

- commonly used to start a new business
orto expand or acquire an existing one.

The maximum 7(a) loan amount is
$2: million, with the SBA guarantee-

- ing $1.5 million.. The maximum loan. -
maturity is 25 years for real estate or

equipment, or generally seven years
(but sometimes 10 years) for working
capital. When the loan will be used for

several purposes, the maximum matu-

rity can be a weighted average of those

" maturities. -
" Most business types are ehglble for an

SBA loau "There are size limits, however,

ated by a larger cornpany, nor can it be
the biggest company in its field of busi-
ness. Other requirements are that your
business must operate. for profit; it must
be engaged in, or plan to, do business in
the United States or its possessions; have
reasonable owner equity to invest; and

use alternative financial resources, in-

cludmg personal incormne, first. -
In addition to meeting SBA reqmre-
ments. you must meet the lender’s re-

‘quirements, since the  lender will- be

making the final decision. As with any

_ _,.Ioa.u you. must demonstrate an ablhty

to repay the loan from the cash flow in
your business. In addition, good char-

- acter, management capability and. col- '

Tateral will be:considered. All owners

. of 20 percent or more must personall}r
gua.rantee an SBA-backed loan.

If your bank participates in'the SBA
program, ask your contact there about
business loans. If you have a good rela-
tionship with your bank, it may be more

willing to work with you on a loan than

a lender who doesnt know you.

" Before yoi approach a 1ende'1';.you' :
might want to take advantage of the
' SBAs Loan Prequallﬁcatmn Program

In this progi'em. an ‘SBA—designated
intermediary reviews loan applications
for $250,000: or less, works with the

- business owner to-strengthen the appli-

cation when necessary and may sanc-
tion the application before it is taken to
‘a lender for consideration.. -

For. more. information about SBA
programs and loans, visit www.sba.gov
or call (800) U-ASK-SBA.. ..




