We would like to thank First Citizens Bank for sponsoring today's webinar. All right. Hello, everybody, and thank you for joining us today. My name is Cody Giblett and I'll be your moderator for today's session. So the title of today's webinar is SBA loan Opportunities for Minority-owned Businesses, Programs, Benefits, and Eligibility. In presenting today's webinar, Uh, is Adrian. Adrian is the executive director of SBA lending at First Citizens Bank and has decades of experience in business lending. But before we bring on Adrianne to begin her presentation, I'd like to first show you how to navigate today's platform. So, as you can see, you have multiple windows on screen. In each window on screen, you can resize and reshape to customize your viewing experience. Now, this isn't all the tools that are available for uh uh this program. There are other tools offscreen that you can find in the toolbar on the left-hand side of your screen. Uh, for instance, we have um more information about the presenter and and and things like that. Um, also we have the um certificate for attendance. So if you need a certificate for attending today's webinar, there should be a tab that you can click on to bring a window on screen to get more information about that. And again, um, all those windows you can click and drag to customize today's viewing experience. Now, um, about the slide deck, I know we have a lot of people ask if they can have the slide deck. We will be sending a link to the slide deck and the webinar recording to all attendees in a post event email. You can also download the slide deck by going to the resource window, which should be on your screen. Again, if you don't see that window on your screen, you can find it in the toolbar. Um, and then, uh, another thing that that we have some users experiencing is a muted media player when they log in. So when you log in, if your media player is muted or turned down, please, uh, uh, click in the media player and, and find the volume slider and just make sure it's unmuted, and then go ahead and turn it up to the volume of your liking. We also have live close captioning, so um you should find the the closed captioning window below the media player. Again, uh, you can resize that if you want to make it bigger, if it's hard to read, you can make it larger, um, and then you can also change closed captioning to Spanish if you'd like to follow along, uh, in Spanish. And then finally, we'll be doing a live close captioning at the end of today's presentation. So if you have any questions, please submit them using the Q&A window and we'll try to get to them. Um, as many as we can in the last minutes of today's webinar. And so with that, I'd like to bring on Adrian to begin her presentation. Adrian. Good afternoon and good morning to those of you on the West Coast. My name's Adriany. Um, I'm extremely grateful to have the opportunity, uh, to be with you today, and I hope you find the information I'm gonna share today valuable. As Cody said, as we go through the slides, I encourage you to jot down any questions that you have so that we can go through those and hopefully I can answer as many as I can. Um, so we are going to get started, um. Before I share some data around SBA lending and uh to minorities, we know that minority businesses are underserved market for business loans, and we don't think it should be that way. So how do you change that? Well, we think education and information around the program. That are available and how to access them is the key. So today we are gonna talk about two of the most used SBA programs, the A and the loan, what they can be used for, how to determine if you're eligible, and helpful tips for putting together an application package. So I wanted to share some numbers so that you could see uh what has been done historically in the SBA lending arena. So uh this is the five year trend from to . SBA's fiscal year end is , so we actually just finished uh fiscal year . And so this is the data for the entire year. And you can see the breakdown in minority lending by percentages each year for A lending has been pretty consistent. It did increase a little after , um but it dropped a little in . So in , it was % of total loans to minorities in , it was %. loans, however, have told a little bit of a different story. In , % of the loans were to minorities, and that has increased to and to %. So that is definitely on a positive trend, um, but I would say that there is still some work to do and we're hoping that this program and this information helps to impact that. So we're gonna talk about all of the different programs at a very high level and then dive a little deeper into the A and specifically. So, A is actually uh has an umbrella of different products and um the first two that are on here, A and A Small loan, are the regular A program that everybody is more familiar with. Uh, the A program is for loans that are greater than , and up to million, and A small loans are $, and less. And the reason that there's a difference in the uh loan limits for and by making that two separate programs is that SBA has made it easier for a lender to do a small loan. They've made it easier for the underwriting criteria for some of the documentation requirements. And so hopefully, that results in a more streamlined process, um, that allows borrowers to get access to that money a little faster. The A program for over , does require a lot more documentation. Um, it also requires more analysis on the business's ability to repay. Um, so those, that, but they all follow the same core structure, eligibility requirements, things like that, which we'll talk about. The International trade program um is for a business that is currently exporting, has a plan to export, or has been negatively impacted by importing. It is, it is structured and uh set up exactly like the A program except for those additional. Criteria and the bank gets a % guarantee on those loans, which may help encourage them to take on the additional risk that's involved with exporting businesses, um, which is why the SBA has it as a separate program to encourage exporting and lending to export, exporters. The A Express program is actually very similar to the small loan program. It is $, and less. It can be a term loan or it can be a line of credit. So that's the big difference between the small loan program. Um, and that line of credit can be revolving, uh, it usually will or revolve for several years and then amortize the balance over a period of time. A Export Express is just like an express loan, but it's for exporters. It goes up to , as well. And the A Working capital program is actually brand new. It came out maybe or months ago, um. And it's looking to replace two programs that the SBA used to have. Uh, both were asset-based lines of credit, and it goes up to $ million. Uh, the bank lends against receivables and inventory, typically, it can be used for domestic, um, trade or export trade, and, um, only a handful of lenders, I will send. have started working with this because it is brand new, so I, I know that there are banks that are doing it, but it is a very new program. However, I think more and more banks will continue to do it. SBA has made a lot of changes to it to make it more user friendly, um, and it's a loan program and loan structure that would benefit a lot of businesses, um, and that, that, that asset-based line of credit goes up to million. Um, the loan program, so that's the second one we're gonna talk about today, that is primarily used to purchase real estate, although equipment can be financed or included in that as well, um, and it's a very different structure from . So we're going to talk about the differences so you understand what may be a better fit for you if you are looking to finance or refinance or even build commercial real estate. Um, Community advantage program is actually offered by nonprofits. Um, so somebody has to have an SPLC license to offer those, uh, the loan amount goes up to ,, and community development companies or CDCs are actually one of the nonprofits that commonly offer this, although there are other types of nonprofits that offer it as well. And then micro loans go up to ,. And micro loan lenders are uh typically not the same people that offer a A or loan. It's usually uh a different type of program that offers it, but all of these programs you can go to SBA's website, which is SBA.gov, um, and they will have resources and like For microloans, there's a list of micro loan lenders that you can go to your state and find out who um provides those. I believe it's the same for community advantage, but you can also always call your local SBA office and tell them what you're interested in finding out about. Not only can they share information, but they can also tell you what lenders in your areas, um, in your area offers those programs. So, we're gonna dive a little deeper into A loans. So, A loans, like I said, this is the , to million range. Um, it is really used for any legitimate business purpose. Um, they are full. amortizing loans, which that can be beneficial because you don't have the renewal risk of a loan coming up for uh a balloon and you have to get re-approved, you may have to pay for a new appraisal, environmental, there's some cost involved in that. Um, SBA loans are fully amortizing and we're gonna talk about the term, um, and how those can be structured in a minute. Um, the most common use of proceeds is really any business use, and it's usually multiple uses. So while somebody can come in and say I need a day loan for purchase of equipment or purchase real estate, most often it is a combination of proceeds. So somebody may be purchasing a business and um when they do that, they have to move locations, so they're buying new real estate or they may be starting up a business, so they have working. Capital, um, maybe furniture and fixtures, leasehold improvements, maybe a franchise fee. So usually we have several different purposes of loan proceeds, um, which is very important to identify and for the lender to understand because that use of proceeds drives the loan structure and even eligibility on, uh, an SBA loan. So it's important to understand what you need that money for and to be able to comm communicate that to your lender. Um, as I said, the small loan and express loans go up to . depending on the bank and how they're set up, they should have a little bit faster process, um, maybe less documentation requirements. It is, even though SBA allows for some flexibility, it's up to the bank how they use that flexibility in their process. Um, and at the end of this, we're going to talk about questions to ask your lender so you're aware of all of that and can make wise decisions about how you want to proceed. Um, the A loan is guaranteed by the SBA, so the bank or the lender is the one that is actually lending you the money, but they have to meet, um, they have to document eligibility requirements that SBA gives them, and then SBA puts a % guarantee on that loan. So, if you, the bank, uh, did a loan for $, and there was no collateral, and the next day the borrower defaulted and never paid back anything on the loan. Um, then the SBA would give $, to the bank and the bank would take a loss of $,. So the guarantee does not kick in unless the loan goes bad, and it also comes in after the bank has liquidated all of the collateral. So in that same scenario, we had a million dollar loan and we liquidated all of the collateral, we sold. Real estate equipment, and there was a $, balance left, then SBA would give us that check for uh $,. So that is also how the bank is thinking about it, is what is my risk um with the collateral and the guarantee intact. It's also the bank's responsibility to keep the guarantee intact. So when they are requiring things like Documentation that, you know, may not seem normal to you or asking questions that you're not used to. More than likely it has to do with them documenting their file to make sure they have that guarantee, uh, because the bank can lose that guarantee and that defeats the purpose of the SBA program. So it's usually the banker crossing the T's and dotting the I's. Um, some lenders, it's important to know, have preferred status with SBA and that's called PLP status. So what that allows the bank to do is to make loan decisions and eligibility decisions on behalf of the SBA. So when you get the bank's approval, you know that your loan's approved. Um, and some banks don't have preferred status, and if that's the case, they submit a your full credit package that they use to decision the loan, they have to send that to SBA and SBA then makes their own credit decision and eligibility decision on the loan. So it And add some extra time to the process, um, and it can also, you know, result in SBA saying no and the bank said yes or asking for additional information. So it's just really important to know if the bank you're working with has that preferred status or not. The loans are very different from A. As I said at the beginning, these are focused for on real estate purchases, can include equipment, but most of the loans are for real estate, um, and a typical structure, not the exact structure, and I'll tell you um how this could be a little different. Is that the bank actually finances, let's say we have a million dollars project, um, purchasing real estate is a million dollars. The bank is going to do a permanent loan and it's structured like a conventional loan for $,. So they get to determine what the term is gonna be, um, the amortization, uh, the pricing, and the, the origination fees on that loan, and we'll break that down a little further. Then they're gonna do a bridge loan for % of the project. And that bridge loan, after we fully fund it and we get all the required documents, is gonna be paid off by the SBA via a CDC or a certified. Development company and I'll talk about that a little bit more in a minute. So there's this bridge loan for $, and then uh the borrower would put in $, towards that million dollar project, so the equity injection would be %. The CDC is representing the SBA, so they are the ones that they do their internal approval, they The loan number just like we would as a preferred lender, um, you would, uh, they, they are the ones that are responsible for representing the SBA and meeting all of the requirements on that loan. SBA is actually Funding that loan. So the bridge loan that we did for that $, gets paid off, so it, it leaves the bank, and it goes to the CDC and that is funded with a debenture that the SBA sells on the secondary market. And so at the end of the day, you will make a loan payment to your bank for the permanent loan of $, and then you will make um a loan payment on your $, loan that is at the CDC. The benefit of the loan to the borrower is that that $, loan is Either going to have a or year term and amortization, so typically longer than a bank conventional loan. And because it's funded through a debenture that's um funded by the secondary market, it has a low fixed rate for the life of the loan. Um, so I think right now the rates like .%. percent. That rate is determined at the time that they pay off the bank's loan, um, but there's usually not a huge fluctuation in that rate, and it's usually gonna be better than, than market rates. So that is the benefit of a loan in addition um to the lower equity injection requirement. Uh, the benefit to the bank is that they are left after the CDC pays them off with a % loan to value. And so if that loan were to ever go bad and they sold the real estate, more than likely the value of that real estate is going to pay them off in full, and whatever is left would then go to SBA because they would have a junior lien position on the real estate. Um, so, uh, little, little more complicated than the than the A, how that all works, that your banker, of course, would guide you through that. But it's important to know on those loans you were working with the bank and the CDC. You get approval through both, um, uh, you still are ultimately getting an SBA approval, um, but it still is very, a very beneficial structure for real estate loans. So we've talked about some of the benefits already, but oh, you know, big, big picture benefits to SBA lending is that it is going to offer longer amortizations than you would find on a regular bank conventional loan. Um, those longer amortizations, uh, reduce cash flow or improve cash flow, I should say, they reduce your loan payment. Um, and so you may not qualify for a conventional loan because of cash flow, but if you did SBA and your payment was lower, then it Shows that your cash flow could repay that loan and you could get approved. Uh, typically, there are lower down payment requirements. We're gonna dive into that a little bit more. Um, there's less stringent collateral requirements, we're gonna talk about that, and renewal risk. So there are no balloons on SBA loans, um, except on the , the bank's loan, if they want to, they can put a balloon on it, but it cannot be earlier than years. So that's still pretty far out um before you would be looking at um possibly renewing that loan. But on a day loan, it's fully amortizing, um, there's no balloons, so you don't go through that renewal risk. Uh, SBA allows for more lenient credit requirements, um, and bank, banks are usually going to take advantage of that, but it is up to a bank, um, what they decide to do. SBA basically says, here's what we require, um, but a bank doesn't have to follow that. They can add on additional requirements if they want to. So it's important to understand that, um, The banks can implement the SBA program different ways based on their risk appetite. Uh, and then projection-based repayment. And so when you talk about projections, a lot of times you are thinking startups, which obviously that's the case, um, but we see projections a lot of times in expansion. So somebody is in a lease space today and wants to uh buy a bigger space or maybe they own their real estate. And they need to move to bigger space or even add on to their existing space. Um, a lot of times their current cash flow isn't going to show repayment of that expanded space, but expanded space usually is gonna result in an activity that is driving more revenue, driving, uh more cash flow, and And based on that, uh, we can use projections to say, yes, they can't cash flow it today, but the new space is going to give them this amount of revenue and projections show that they will be able to pay it. So it applies for those startups and expansions. Outside of that, a banker is usually going to be looking for historical repayment ability. So eligibility, first thing I want to say is this is not an all-inclusive list. Um, we have a standard operating procedure manual from SBA that is around pages, um, that gives us lots of guidance on eligibility, what we can and can't do. A lot of it is driven on, um, based on use of proceeds. Um, it could be based on collateral, it can be. On entity structure, ownership, and so there's no way of identifying every single eligibility criteria, um, but that is what your, uh, SBA lender would be able to guide you through. But core things that you need to know about eligibility, um, is obviously this is a government guaranteed program they're gonna want you to be officially doing business in the. United States and physically located in the US or its territories. Um, SBA requires that we do loans based on creditworthiness and that the borrower shows they have the ability to repay that loan. Um, can be projection-based, but the projections have to be reasonable and we have to actually document why we believe the projections. Um, you have to show, uh, and really you don't, the banker does, but we have to show that you couldn't have gotten that loan conventionally. So that does not mean you have to go out and get decline letters before you can get an SBA loan. And talking to your banker or, or SBA lender, a lot of times they can determine which may be a better fit for you, but you may benefit from the longer amortization of an SBA loan versus what that bank has to offer for that product. Um, so a lot of times it's just making it, the bank has to say, yes, we couldn't do what this customer needs conventionally, but we can SBA. So the customer doesn't show cash flow with a -year amortization, but we can do a -year amortization and it does cash flow. Um, or if the borrower put down % on a conventional loan, that may wipe out their access to working capital and impact their business where on an SBA loan maybe that down payment is less and they get to keep some of their capital reserves. So, um, that's really up for the bank to help make that determination, but it's important to know that if you could qualify easily for a conventional loan, it's usually more beneficial to you, but it's also an eligibility requirement for SBA. We also have to show that you don't have a prior loss with the government. So this could be a government guaranteed student loan, um, like a VA house loan, anything like that, uh, we actually have to search in a database to see if there's ever been a loss to the government. However, I will tell you that sometimes those things have come up and we've let somebody know and they were able to make that whole for the government and we were able to proceed. So even though that there may be some things that um come up through eligibility, a lot of times there's ways around it and you want a beggar that can help you navigate that. Um, and then meeting SBA size requirements, you can see there's a hyperlink in here. It takes you to SBA site, which is a list of all industries based on NAS codes and The size uh on that list is either revenue or number of employee based. However, SBA allows us to use an alternative size standard which is easy to let people know if they qualify or not. So the alternative size standard is, um, does the business have more than million and Tangible net worth and not or but and million in net income at uh for the last two years, both, both of the last two years. So that's a pretty big business that can qualify for SBA loans and so I think it's important to, to share that um alternative size standard. And then there are businesses that FBA deems to be ineligible. This is not a complete list, but I did include the link to the reg that um includes the entire list. Nonprofits are not eligible for SBA passive businesses. So a lot of times we get applications from somebody who works full time and they want to buy a business that somebody else is gonna run for them on the side. That's a passive business and not eligible for SBA. They want owner operators. um, as who we're financing. Life insurance companies aren't eligible, um, lending institutions that more than a third of the revenue is from gambling, um, then that's not eligible and illegal activities, what comes to mind, uh, most often or gets asked most often is about marijuana businesses. So, marijuana is legal in a lot of states, but it is still federally illegal and this is a federally uh. program. So, um, those businesses are not eligible. However, there are hemp businesses and CBD businesses that fall under the legal definition um for of the government, and we can finance those. So uh we have ways of of figuring that out and, and determining that based on the federal regulations, but it's a good example of, of what would be an illegal business that somebody may want to come and ask for financing. Um, sorry, there we go. Uh, use of proceeds. So we got , usually real estate, purchase, construction, um, we can also refinance real estate that is already owned and do cash out on that. Um, and then a lot of times people will use for large equipment purchases or equipment that's included in the real estate that's being purchased. A, uh, you know, anything to do with commercial real estate. Equipment inventory, FFNE, um, leasehold improvements, working capital, debt refinance, um, so usually if somebody's constantly refinancing debt, that's not what you want to use the program for. But if you had to get financing to get your business started, um, and it's extensive debt as high interest or short terms and it's really impacting your cash flow, you could refinance that over years and Free up cash flow to be more successful as your business. Definitely a reason to look at SBA. Um, A loans are often commonly used for business acquisitions, so that's somebody buying somebody else's business %. It can be a partner buyout, so partners and one's leaving, and it's the payment for that partner to leave and the other two stay in their state, their stock increases in that business as a result. Uh, it can also be for a partner buy-in. So, you know, maybe you own a business, you have somebody that wants to come in, they can't get a personal one for that SBA and actually that's a recent rule change will allow you to finance for that partner buy-in. Um, it's a very common uh reason to, to use the A program. Uh, next is the collateral. So, uh, on the loans, it's pretty straightforward, taking the real estate that is being financed as collateral. The bank permanent loan has a first loan and the loan that the CDC and does, it has a second lien on that collateral. Sometimes they require UCC liens, um, sometimes they require life insurance, that's not very often. It's usually just the real estate, um, the subject real estate that's being financed. On A program, uh, they have a different rule, and this is the minimum rule a bank has to follow, um, and then the bank can do more if they want. So obviously, we finance the or I'm sorry, take as collateral the assets that we're financing. And then we have to take all business assets that are available until the loan is considered fully secured on margin values and So I'll give an example. My rounded numbers, a million dollars, we have a million dollar piece of real estate. A bank may say to us that we use a % margin and therefore, if we liquidate it, we expect to get $, for this. And banks can use different liquidated values for the assets they take as collateral. Um, and for SBA, they actually use % for real estate. Um, so in that example, it would be an $, value. So if you're financing real estate for a million dollars, we're gonna value it at $, that's a $, shortfall, assuming you're not financing working capital and closing costs. Um, and so it's important to know that the SBA requires the bank to take all Business assets based on those values. After that determination, if the loan is not fully secured, we are required to take any real estate that is personally owned by any of the owners or guarantors of the of the loan that has more than % equity in it. After that, if the loan is not fully secured, then we can. Move forward and close an unsecured and under secured loan if we have met that basic requirement. So it may be that there are no business assets and may be a service company, um, but then it's up to the bank. So each bank is going to have different requirements of whether or not they will do an unsecured loan, um, or if they require additional collateral on top of the SBA's requirements or not. Um, oh, and the other thing I should say, let me go back real quick, life insurance, I will tell you is typically required on A loans, especially to close that gap in collateral. Um, the only time you really see that waived is if the loan is, you know, fully secured, um, and there's not a risk there or You have multiple owners, or more owners, and um they can all run the business if something happened to one of them. Um, but if you have a single owner and something happened to them, the bank is gonna want to be able to liquidate collateral and have life insurance to cover the rest so that they, um, get fully paid. So Nexus equity injection for a loan, it starts at %, and that's what we see most often. If the loan is for a startup, SBA requires an additional %, so % equity. If it's special use based on SBA's definition of of special use property, then it's %, so that could be %. And if it's startup and special use, then the total equity would be %. For a A loan, SBA only has one equity requirement, and they used to have more requirements in the past, and those are gone. They leave it up to the bank to determine how much equity should be required on, on a on any given loan. But if it's for a business acquisition, they require a % down payment, no matter what. A bank can require more, but there's a minimum of %. Um, but everything else is up to the bank on what equity injection they are gonna require. And if there is any required equity injection, you have to document it. Um, so really important to keep receipts. Spreadsheets are helpful if there's a lot of different, um, sources of equity that um the bank does have to document that in their file. Um, Let's see, loan terms. So loans are either gonna be or years for real estate, and again, the second loan that the SBA and CDC do, that is a fully amortized loan, no balloons. The first loan. That the bank does is up to the bank. They can't have a balloon earlier than years on a real estate loan, um, but they can do a fully advertising loan, or they can have that, um, that balloon, that's completely up to them and, and may be negotiable even. Uh, A loans, if % or more of the use of proceeds is going to be used to for real estate purchase, construction, renovation, um, then the term of the loan can be years. So if the rest of the proceeds are working capital, um, equipment purchase, inventory purchase, it can still be included in that and go the full years. Uh. If commercial real estates on the loan but less than %, then they actually do a blended term. So if % of the uh loan is for real estate, then % of the loan will be based on a year term, and % that isn't real estate would be based on a -year term. So maybe your blended terms around years, something like that. And then everything else that doesn't involve real estate is years, including working capital. So typically, you are either gonna have a or year loan with SBA and again, no balloons, fully advertising loan. Interest rates. Um, so this is the table of interest rates. This is the maximum rates that SBA sets, so up to a bank what they can charge that loans less than ,. I don't see a lot of bankers or banks that use the SBA optional peg rate as the index. Usually it's Wall Street Journal Prime, um, which you can look up. At any point in time and and see what that is. So less than , would be up to prime + ., to to , plus , or up to + , to , up to prime plus ., and then anything over , the max rate is prime + %. The interest rates, um, on the permanent loan that's determined by the lender, and on the SBA loan, that rate is not determined until they do their loan to pay off the bank's bridge loan, um, but it's based on the -year treasury for a -year term and a -year treasury for a or year term loan, um, and it's set at the time that the, the debenture is funded to pay off the bank's loan. Fees for the A, so these change every year. So these are the new fees as of October st, because remember SBA's fiscal year is September th, um, and so they, uh, change their fees October st for the next fiscal year. Uh, so loans that have a maturity that exceed months, which is everything except for an SBA. Express or working capital loan, the fees, um, and they call them upfront fees, but it's what we refer to as a guarantee fee for loans less than a million is %, and that's been in place for a year or two, which has been very beneficial to borrowers that are needing, you know, the, the smaller loan amounts under a million, um, that used to be, I think, .. So this is a relief to small businesses and um really good that they have this for another year. Our loans from a million to , it's calculated on the guaranteed portion of the loan, which is typically %. It's .% of the guaranteed portion up to a million and then over a million, it's .% on that amount. Um, and then if it is an express loan that's less than months, there's a much smaller guarantee fee, but as soon as it exceeds months, it, it goes up to the higher amounts that we went over. Um, and then on loans, the bank charges typically an origination fee on their loans. It is always going to include at least .% on the, that first loan that the bank is doing because they have to pay that as a participation fee to SBA when SBA pays them off. Um. But it can range um from bank to bank of of what their origination fees are. And then when the SBA and CDC pay off that bridge loan, they are going to add fees to your loan, um, and this adds up to what, .% of the SBA's portion of the loan. So that, that second loan that gets done. So how to find a lender, and I believe I put the, uh, that may be, that may not be a hyperlink, sorry about that. Um, it's easy to find if you go to SBA's website and look for lender match. I actually may have a link at the bottom. Um, but SBA has a lender match program. You can go to their website, you can type in what you're looking for, and it will give you a List of banks that are participating in that program and who, you know, you may want to call and then you select who you want to hear from on that list. So it has gotten better and better over time. Um, the banks, you have to sign up to use this, but a lot of them do and, and get a lot of benefit out of being connected to people looking for money. So I definitely recommend that. Um, you should always talk to your bank that you bank with to see if they offer the program, um, and think you're a good candidate, and and talk to other banks as well. Um, so there's a, a lot of lenders and like I said, you can go to SBA's website to get a list of people that participate in the program that can help you make those decisions. Excuse me, so I highly recommend when you are talking, whether you talk to one bank, whether you talk to banks, um, that you interview your lender, you ask questions, uh, to make sure that you understand how they operate and what they can and can't do. So we talked about that PLP status. Um, if it's a seven-day loan, you wanna ask if they're a preferred lender or not, doesn't mean that you shouldn't move forward with them if they aren't. Um, but if they aren't, I would ask how long that they or their team has been doing SAA loans to make sure you, you have somebody with expertise that's able to guide you through the process. Um, ask what programs they offer, um, because they may not offer, you know, there's a lot of different programs and not all banks offer all programs. You want to know how long they've been doing SBA loans, um, and it may not be just the bank, but maybe the team as well, you know, you may have a bank that just started doing SBA loans two years ago, but your banker has been doing it for years. You're just looking for that expertise and, um, and working with somebody. Uh, maybe ask how many loans they've closed in the last year, and I did include a link that will take you to a website that will show you that. Um, you can ask, you know, I've shared that they, a bank can have additional collateral requirements beyond what SBA requires. So ask those questions. Do you follow SBA's minimum collateral requirements or do you require additional collateral? Ask about their equity injection requirements because like I said, each bank can determine what they're gonna require given different situations. Um, and then what third-party reports will be required. So if there's real estate, you're probably gonna have an appraisal and an environmental. If you're purchasing a business, there's probably gonna be a business valuation. Um, if you're purchasing real estate, there may be a survey. Required. Um, if there's construction, they may have uh surveys and site visits and construction management companies. So just important to know on the front end what other reports would be required and what the cost of those may be. Um, and then a lot of banks uh collect fees upfront to pay for reports. So asking that question of what fees are required and when, again, just so you can be prepared and know what to expect in the process. Um, and then ask if you can finance your closing cost. Uh, on loans, there are some costs that are not eligible, so you'll want to know about that because you would have to pay that out of pocket above and beyond your equity injection requirement. Um, on A loans, a lot of time closing costs are included, um, but if a bank has a collateral requirement, you may not be able to, so you just want to know that upfront. And then how do you apply? Do they have a package that they would send to you? Do they use a software that you log on and and fill out, um, do you send things over email, so just understanding what that process would look like. And speaking of process, this is a typical loan process. Obviously, everybody's can be a little different, but I think that it's close to what a lot of banks follow in some way, shape, or form. Um, there's usually an initial review of some basic financial information to understand if, you know, they're able to help you, if you're eligible for the financing and, you know, fit in their credit box, um, and so be prepared with information, which I'm gonna go over next uh to have that discussion and then know that they're gonna have more documentation uh to collect from you after that, especially if the It's a A loan. A loans, we have more eligibility requirements to document. Um, on loans, it's the CDC's responsibility to document eligibility, not the bank. So, um, you may see that more from the CDC. Once they get a full application of what's needed, that's when it goes into underwriting, credit analysis, and decisioning. They're looking at cash flow, they're looking at. Management experience they're looking at the industry, um, credit, uh, information, and I will tell you as best practice, share as much information as you can up front. It's better that you tell the story rather than somebody else uncovering it um later on their own. Um, I, I feel like whenever we know what we're working with up front, we can get creative and, and overcome those obstacles. And then after the bank has decision the loan, if it's approved, uh, SBA approval has to be obtained. So even for a PLP lender for a day loan, the bank has to submit basic information, not a lot, but we have to submit it to SBA to get a loan number. That documents SBA's approval. Um, and when we send that, SBA does some checks against different databases, um, to make sure that what we've sent to them is accurate, and if it is, then they give us the loan number, usually within hours it's pretty quick. Uh, and then after you get SBA approval, you're in closing. There's additional documents to provide during the closing process, um, and things that are needed in order to perfect the lien, um, entity documents, things like that, and then you close and fund your loan. So again, high-level overview of a common process that you'll definitely want to understand from your banker what their process is, um, and, and know what to expect. Uh, so I put on here a list of a what I would consider a typical initial application. Um, you can absolutely wait until you talk to a banker and ask them what they need, but I would highly recommend having these things, you know, start pulling them together so that you're prepared. Um, I provided a link to SBA Form , and some banks have a software system that you answer those questions online. So if you fill this out, they may ask you to fill it out again in their software. So you may not want to fill this out until you talk to a banker, but I think it's really important to read it because that form is going to have all of the questions, um, eligibility questions and things that are gonna determine if the bank will be able to move forward. Also, a banker may have their own personal financial statement, but they, if they want to, they can use SBA. So I've linked that form so that if you want to, you could go ahead and fill that out, but they may have you put it on their form instead, so be ready for that. Uh, tax returns, including all schedules, not just the first couple of pages, um, Business tax returns, it's also a good idea to include financial statements. Um, you want to include an income statement and balance sheet within days, uh, projections if it's a startup or an expansion, and there's a link to scores website for template. Scores templates are wonderful. We send people to them all the time and. We love their projection templates, very detailed, really walk you through the process, um, so I highly recommend those. Business plan, if it's a startup, debt schedule, you're wanting to match your interim balance sheet, um, the balances and at the as of date, and then resumes on owners and key managers. And then again, that use of proceeds detail is really important so that they can understand, determine eligibility, but that also drives documentation requirements. So really good start if you, if you walked in the door with all of this to talk to your banker, you would be hitting the ground running and setting yourself up for success. Um, so speaking of success, keys to success, uh, provide complete information, pay attention to the details, and we know when we're working with our business customers, especially if you're already running a business, you are busy, um, especially during the day and um trying to run your business and keep things going, but it's so important during this process to take the time and set aside working on this night or weekends or getting help to Pull it together and pay attention to the details because partial packages um cause delays and it adds up over time and, and can cause issues. So you want to provide all of the information, be organized when they have questions because they will have questions, um, be responsive, ask questions yourself, make sure you understand the process and you know something's being asked for, ask why, you know, it's your right to understand that. highly recommend taking notes. You are gonna be um given a lot of information, kind of like on this webinar today, and so important to take notes so that you kind of have a document of, of what you've been told and when, um, and also feel free to ask your to summarize what they've told you in an email so that you're both on the same page, um, because they may tell you something, but you're thinking about something else and you don't hear it and it was critical information. So writing down, putting in writing as much as you can is highly recommended. Um, finalize your request before going to underwriting, so try not to change it when it's in closing because that causes delays and realize that changes can also change documentation requirements and sometimes the eligibility. We can learn in closing, a change happens and the loan is no longer eligible, and we can't close it, and nobody wants that to happen. So I included some resources in this PowerPoint. It's links to um different organizations that help uh minorities in different ways. Of course, score is up here at the very top, um, SBA's website, uh, also the Small Business Development Center is a great organization, uh, for help. Um, so I highly recommend you go through these to see if there's, uh, any that can provide some resources for you. And lastly, I wanted to share about small business special purpose credit programs. So these are programs that enhance credit requirements to make it easier for the identified market to have access to credit programs. Um, we are actually working to finalize a special purpose. Credit program for minority and women owned businesses. We're hoping to roll that out at the beginning of next year. Um, but we know that Bank of America, Chase, Zion, and Eastern Bank all offer special purpose credit programs for small business and would recommend you looking into those as well, um, and hopefully that is helpful. So I'm a few minutes over. I hope that's OK, but, um, Cody, I'm happy to answer any questions that you've seen in the chat. Perfect. Well, thank you so much for that presentation. So we have tons of questions to get to and as we ask these questions, I'm gonna go ahead and throw up a quick survey. Uh, it helps us understand how this webinar helped you in your business and how you'll use what you learned in this webinar in your business. So, uh, the first question that we had here. Um, would it be recommended to be certified as a minority owned business to apply for any of these loans, or would that help? It does not. So that, uh, I think that that is definitely a requirement or recommended on the A program, but for a loan on that SBA , there's demographic um questions. I always encourage people to answer those as you saw on that data slide, a lot of those go unanswered. And people may think that if they answer it, that somebody's gonna decline their loan because of it, and I would tell you that is the opposite. Banks and SBA lenders especially are passionate about helping minority-owned businesses and if we have that information, especially if it's a bank that has a special purpose credit program, they will. may be able to make exceptions to make that loan work for you, but just answering the question, um, that, you know, if you qualify for one of those minority classifications and then they have your ownership percentage, um, that will tell somebody if it's a minority owned business and a certification is not required. All right, another good question that we had here, are these, um, are the credit checks based on a personal or business credit? It's actually both, um, and obviously, if it's a startup, there would not be any business credit background, but both business and personal is pulled. Right. And I would say that, you know, if you know that something's on your credit report, but business or personal, tell that story up front, have it in writing. Like, here's what happened, here's the why, here's why it's not going to happen again. We get those stories all the time, and yes, some banks have minimum. Creditscore requirements, but that doesn't mean they can't make an exception. Um, and one of the most common ones is medical. I think most banks will look at that and, and be able to understand what may be going on there, um, but tell your story, put it in writing, and it helps, I promise. All right, another good question here is what qualifies you as a minority owned business? Uh, I guess people could define that differently. I will tell you for what we are doing for our special purpose credit program for those that would qualify is % or more owned by a minority. Um, but I, I don't know if that is the case for other programs or anything else that anybody would be doing. Um, I, I mean, technically, any ownership by a minority is a minority-owned business, um, so it depends on what program you're trying to qualify for. All right. Another good question here. Is, uh, if you currently have a SOB SBA loan, would you be able to get a second loan? Yeah, great question. Uh, you can get SBA loans up to the maximum guarantee amount. So I said that the maximum loan amount is million, that's guaranteed at %. So the maximum guarantee amount is $,,. So as long as it doesn't exceed that amount, then you're good. Um, so that's the maximum amount SBA will guarantee at any given time for a borrower. Um, and sometimes we've had borrowers refinance an older SBA loan with a conventional loan and get a new SBA loan for their new project. All right, and another good question here, as I understand the SBA has multiple different uh loan programs for underserved communities that could be mean minority owned communities, um, and, and, and things like that. Somebody's asking, do any of these loans mentioned here today, um, are, are women considered in any of these loans today, or is that a different loan program with the SBA? So, the loan programs I went over today are not minority or women owned specific, they are for anybody. The last slide I went over with the special purpose credit program, the banks that have those each get to define their own. Criteria of who that is for, um, ours will be for minority and women owned businesses, um, but the A and program are not specifically for that. There are resources that help them, um, but it depends on the bank if they have any specific programs, but SBA does not have a specific program or even. You know, a, a fee waiver or benefit or anything like that for a minority owned business or a women-owned business. Um, they just have a lot of resources for those people. All right, let's see here. And yeah, this is a great question. How long does the SBA process typically take? I'm surprised that wasn't the first question. So I will tell you it depends on the bank, and that is absolutely one of the questions that you want to ask your banker. It is a very hard question to answer, um, because the majority of the time really depends on the borrower, and that is why I put on there how important it is to be organized, be complete, and be responsive, um, because it doesn't take the bank, I mean, we have more documentation. to review than a normal loan, but it doesn't take us that much longer, but it does take the customer longer because they have more documentation than they would normally have to get that they have to collect and they're busy. Um, and so usually the time it takes is the time that it has taken the, the customer to collect the documentation and provide it or they provide it and it isn't quite what we asked for or it's not complete or it's not. Detailed enough. So that's why I put those keys to success in there, um, because that's what we would see. I would say in general from beginning of application to closing, if you are responsive and get the items in there and the bank is good at what they're doing, days is a completely reasonable expectation from beginning to end. Um, however, if there are delays, there could also be unexpected delays. There can be, um, Appraisal delays or an environmental phase one report says that a phase two is needed and that takes more weeks. So there's things that come up that you can't expect, um, but you know, it could take to days if you don't have somebody who's getting you the information you need. So it really is borrower dependent. So if you're dedicated to being responsive and getting everything on that list and being organized, you can, even on a bank that may take longer. You can make that process much faster and control it um yourself just by being being prepared and being available. All right. Well, thank you so much for answering those questions. That's all the time we have for questions a day. Again, we would like to thank First Citizen for sponsoring today's webinar. Um, if we didn't have a chance to address your questions, we do have a few options. Of course, uh, we encourage you to reach out uh to Adrian using the contact information she provided here on screen. You'll get this slide deck in a post event email. You can download it now using the resource tab. So if you're not able to click on that quickly enough, that's OK. You'll you'll be able to To, uh, uh, click on it when you get that PDF. Um, we also encourage you to reach out to your score mentor if you're not working with a score mentor, we encourage you to work with one. We have thousands of them all across the country, um, some former SBA, uh, employees, so, um, people that, that, that know, uh, answers these questions as well. You can find them based on their zip code or based on their industry expertise. Uh, but with that, I'd like to give a very special thanks to Adrian for presenting today's webinar and for Citizen for sponsoring. Thank you so much for your time. And for sharing your valuable information with the square audience today. Thank you for having me. All right. And so with that, we'll go ahead and close out today's webinar. Take good care of everybody, and we look forward to seeing you next time. Bye everyone. 
