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SBA’s TREATMENT OF CANCELLATIONS OF LOANS
APPROVED PRIOR TO RECOVERY ACT

On March 16, 2009, SBA announced changes in 7(a) and 504 program fees. On the same date,
SBA issued Policy Notice No. 5000-1098 to announce changes to the maximum guaranty for 7(a)
loans. These fees and maximum guaranty percentages were changed by the American Recovery
and Reinvestment Act of 2009 (the “Recovery Act”). The purpose of the Recovery Act is to
stimulate new economic activity, and assist in our nation’s economic recovery. The fee changes
apply to 7(a) loans approved on or after February 17, 2009 and to 504 loans approved or pending
approval on or after that date. The guaranty percentage changes apply to 7(a) loan applications
(except SBA Express loans) received by SBA on or after March 16, 2009.

The question has arisen from the SBA lending industry as to whether an SBA loan approved
before February 17, 2009, may be cancelled and resubmitted to receive the benefit of the change
in fees. In addition, the question has arisen as to whether loans approved prior to March 16, 2009
(the implementation date of Section 502 of the Recovery Act), may be cancelled and resubmitted
to take advantage of the increase in the maximum guarantee percentage of up to 90 percent.

In both scenarios cancellation and resubmission of the same loan would use the limited
appropriations made available under the Recovery Act to provide fee relief and/or an increased
guaranty on loans already approved without the need for the provisions of the Recovery Act and
would be contrary to the intent of the new law to stimulate new lending.

Therefore, SBA will not permit cancelled 7(a) and 504 loans that were approved by SBA prior to
February 17" to be resubmitted as reduced-fee Recovery Act loans, unless the resubmitted loan
is not a replacement for the original loan, as determined by SBA on a case by case basis.
Similarly, SBA will not permit cancelled 7(a) loans approved prior to March 16, 2009 to be
resubmitted as Recovery Act loans eligible for a maximum guaranty of up to 90 percent, unless
the resubmitted loan is not a replacement for the original loan as determined by SBA on a case by
case basis. Requests for such consideration must be submitted by the lender to the Standard
7(a) Loan Guaranty Processing Center in Citrus Heights, California. The request will be reviewed
and a recommendation will be forwarded to the Director/Office of Financial Assistance for
approval.

In making a case by case determination on resubmitted loans, the existence of one or more of the
following factors will make it more likely that SBA will approve the request: i) the loan was
cancelled for reasons other than the passage of the Recovery Act (e.g., the loan was cancelled
because the location for the new business was not available; subsequently another location
became available and a new loan was requested); ii) the new loan is for a different purpose (e.g.,
the original loan was for working capital but the new loan is for the acquisition of real estate); iii)
the new loan is likely to achieve additional economic stimulus (e.g., the previous loan would have
preserved jobs but the new loan will also create new jobs); or, iv) the new loan could not be made
but for the provisions of the Recovery Act (e.g., the loan was cancelled because the borrower
failed to meet a key provision (e.g., appraisal value) in the original loan authorization and,
therefore, the lender would not make the loan now but for the higher guaranty level.) Based on
past cancellation experience in SBA’s loan programs, SBA expects that only a limited number of
borrowers with cancelled loans will meet the criteria for a new loan with reduced fees and/or a
higher guaranty.

It is possible for a lender to apply for a waiver for one part of the Recovery Act (e.g., 90 percent
guaranty) without seeking a waiver for the other. In general, waivers for fee relief, simply to save
the borrower the expense, will not be approved.

In addition, changes to all loans approved prior to February 17, 2009, including loan increases,
will be processed as changes to the original loan in accordance with SBA’s standard practice, and
loan fees will be assessed under the rules in effect at the original approval date.

Finally, if limited debt refinancing is added to a project under the 504 Development Company
Program as permitted by the Recovery Act, changes will be processed as amendments to the
original loan and not as a new loan, in accordance with SBA’s standard practice.
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U.S. Small Business Administration

Karen Gordon Mills Confirmed By Senate as SBA Administrator

On April 3, 2009, the U.S. Senate confirmed by unanimous consent President Barack Obama’s nomination of
Karen Gordon Mills as the 23" Administrator of the U.S. Small Business Administration.

“Small business is the backbone of the American economy,” Mills said upon her confirmation. “The SBA has a vital
role to play in supporting our nation’s small businesses so that they can be the key driver in getting our economy
moving again. | look forward to leading this critical agency at this important time.”

“l want to thank President Obama for this opportunity to serve as a voice for our nation’s small business owners
and entrepreneurs,” Mills said. “I would also like to express my appreciation to Darryl Hairston for his leadership as
Acting Administrator during this transition, along with everyone at the SBA for the hard work they are doing to
implement the important programs of the Recovery Act.”

In testimony on April 1 before the Senate Committee on Small Business and Entrepreneurship, Mills discussed her
hands-on experience managing and helping to grow small businesses.

“I was there on the factory floor in Arkansas and Ohio working to weather the recession of the early ‘90s,” she said.
“Those experiences give me a deep understanding of what our small businesses need today to survive this
downturn and to prosper in the years ahead. Since then, | have helped grow companies in organic food, and
women’s media, and spent time in rural Maine working with our boat builders and composite technology to help
them compete throughout the globe.”

“The sum of my experience is this: | am a believer in American small business. | am a believer in America’s ability
to manufacture goods and services that are world class, and | am a believer in America’s spirit of entrepreneurship.
This spirit is one of our country’s greatest assets and we need to cultivate it today, more than ever.”

As Administrator of the SBA, Mills will direct a federal agency with more than 2,000 full-time employees, with a
leading role in helping small business owners and entrepreneurs secure financing, technical assistance and
training, and federal contracts. SBA also plays a leading role in disaster recovery by making low interest loans.

Mills, of Brunswick, Maine, was president of MMP Group and has a 25-year career of investing in and growing
small businesses. In 2007, she was appointed by Maine Gov. John Baldacci as chair of the state’s Council on
Competitiveness and the Economy, where she focused on attracting investment in rural and regional development
initiatives. She also co-authored a Brookings Institute paper on competitive clusters.

Mills is also a member of the Council on Foreign Relations and has served as vice chairman of the Harvard
Overseers. She holds a degree in economics from Harvard University and an MBA from Harvard Business School,
where she was a Baker Scholar. Mills and her husband Barry Mills, president of Bowdoin College in Brunswick,
Maine, have three sons. Click Here to read Karen Gordon Mills' Opening Statement at the Confirmation Hearing.

EREE Online Courses:
How to Win Customers in a Slowing Economy
Marketing 101: Guide to Winning Customers
Technology 101: A Small Business Guide

Assessing Financial Needs *
(*Prepared by the South-West Texas SBDC)

Other Online Training Courses may be found on
http://www.sba.gov/services/training/onlinecourses/index.html



http://sbc.senate.gov/hearings/testimony/09_04_01_Mills_hearing/Mills_statement.pdf
http://sbc.senate.gov/hearings/testimony/09_04_01_Mills_hearing/Mills_statement.pdf
http://web.sba.gov/sbtn/registration/index.cfm?CourseId=63
http://web.sba.gov/sbtn/registration/index.cfm?CourseId=30
http://web.sba.gov/sbtn/registration/index.cfm?CourseId=60
http://www.sba.gov/cgi-bin/byebye.pl?TO=http://utsa.edu/sbdcregional/modules/Assessing%20Financial%20Needs/index.cfm?cid%3D22
http://www.sba.gov/services/training/onlinecourses/index.html
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SBA: OUT AND ABOUT!

On April 7, 2007, the Washington Metropolitan Area’s Lender’s Quality Circle convened for the first time in over a year. The
event, held at the AED Conference Center in Washington, DC, was a success. “l thought the meeting went very well” said
Wayne Williams, President of the Quality Circle Steering Committee.

Speakers included Janet Tasker, Deputy Associate Administrator for Capital Access, who discussed how the American
Recovery & Reinvestment Act of 2009 impacts SBA lending, Sally Robertson, President of Business Finance Group, who
provided details on the recent 504 Program changes and enhancements, and Bridget Bean, the new District Director for
SBA's Washington Metropolitan Area District Office, who introduced herself to the attendees.

Lenders looking to join the Quality Circle Steering Committee should contact Wayne Williams by email on
wwilliams@businessfinancegroup.org

Those lenders participating in the afternoon session were provided training on how to submit servicing and purchase
actions to the SBA'’s National Guaranty Purchase Center (NGPC) as well as how to protect their SBA Guaranty on existing
loans. Representing the NGPC were Vanessa Piccioni, Acting Director; Paul Emery and Kevin Hardy. The training session
was well received and we thank Janet, Vanessa, Paul, and Kevin for taking time out of their busy day to address our
lenders.

On April 8, 2009, District Director Bridget Bean and Anthony Hamlett, President of Mid-Atlantic Business Finance
Company presented a check to Rafael Cervantes, President of Cervantes & Associates, P.C., an Engineering Firm,
celebrating the grand opening of Cervantes & Associates, P.C. new location in Chantilly, VA.

< L-R: Anthony Hamlett, President Mid-Atlantic Business Finance
Company (MABFC); Bridget Bean, SBA WMADO District Director; Tom
Turner of MABFC, Diana Graham of MABFC; Rafael Cervantes,
President Cervantes & Associates, P.C., Thomas Conlon, Vice
President, Cervantes & Associates, P.C.; and Katrina Brauer, Vice
President, United Bank.

v L- R: Bridget Bean, Anthony Hamlett, and Teresita Cervantes.

.I.",r’l.."‘-‘ des ’»{_A"t s s 3040

U \ﬂ‘;‘] .
Thae hendind ¢ 21984 byone A

Hat 8232

| oy i
Memo: H.f;\::: i 5

IF YOU WOULD LIKE TO CONTINUE RECEIVING THIS NEWSLETTER, PLEASE
VISIT http://web.sba.gov/list/ THEN:

1. Scroll down and check the box next to “The Lender's Advantage”.
2. Enter your name and e-mail address in the appropriate boxes at the bottom of the page then click on “Subscribe”.

3. You will receive an e-mail from LISTSERVE @newganges.sba.gov asking you to confirm your subscription
request. In order to complete your request, you MUST respond to that e-mail.

4. Be sure to read the privacy statements of the sponsoring agencies.

For more information on SBA’s loan programs please contact Dave Wiggs, or Robert Carpenter on the number or email address
provided in this newsletter.
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TOP FIVE LENDER RANKING BY CATEGORY

As of March 31, 2009

LENDERS BY TOTAL DOLLARS $ AMOUNT
1. BUSINESS FINANCE GROUP $11,646,000
2. BRANCH BANKING & TRUST (BB&T) $6,943,900
3. CHESAPEAKE BUSINESS FINANCE $3,250,000
4. WILSHIRE STATE BANK $3,065,000
5. SUNTRUST BANK $2,996,400
COMMUNITY BANKS YTD LOANS  $ AMOUNT
1. SONABANK, N.A. 9 $1,933,000
2. ACCESS NATIONAL BANK 6 $2,789,000
3. HOWARD BANK 2 $400,000
4. THE BUSINESS BANK 2 $325,000
5. THE ADAMS NATIONAL BANK 2 $275,000
REGIONAL BANKS YTD LOANS  $ AMOUNT
1. SANDY SPRING BANK 5 $1,325,000
2. SOVEREIGN BANK 2 $150,000
3. CHEVY CHASE BANK, FSB 1 $275,000
4. FULTON BANK 1 $100,000
5. UNION TRUST BANK AND TRUST CO. 1 $100,000
NATIONAL BANKS & NON-BANK LENDERS YTD LOANS  $ AMOUNT
1. BRANCH BANKING & TRUST (BB&T) 35 $6,943,900
2. SUPERIOR FINANCIAL GROUP 20 $192,500
3. SUNTRUST BANK 14 $2,996,400
4. M&T BANK 14 $830,000
5. INNOVATIVE BANK 11 $280,000
CERTIFIED DEVELOPMENT COMPANIES YTD LOANS  $ AMOUNT
1. BUSINESS FINANCE GROUP 16 $11,646,000
2. CHESAPEAKE BUSINESS FINANCE 2 $3,250,000
3. MID-ATLANTIC BUSINESS FINANCE 2 $2,158,000
504 FIRST-TRUST LENDERS YTD LOANS  $ AMOUNT
1. BANK OF AMERICA 3 $1,144,500
2. ACCESS NATIONAL BANK 2 $1,377,500
3. COMMERCEFIRST BANK 2 $679,398
4. SUNTRUST BANK 2 $608,500
5. OLD LINE BANK 1 $4,403,042
MICROLENDERS (MIC) YTD LOANS  $ AMOUNT
1. LATINO ECONOMIC DEVELOPMENT CORP. 2 $8,000

NATIONAL BANK — Operates in multi-geographic regions.

REGIONAL BANK — Operates throughout an entire geographic region i.e., Wash Metro area and

adjacent geographic areas.

COMMUNITY BANK — Includes all other banks which normally operate in smaller geographic

territories than do National and Regional Banks.

CERTIFIED DEVELOPMENT COMPANIES (CDC) — Loan processing for the 504 Fixed-Asset Loan

program.

MICRO LENDER (MIC) — Non-Profit Community Development Groups that provide loans up to

$35,000.
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