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FREQUENTLY ASKED QUESTIONS 

ASK YOURSELF 

Is Entrepreneurship For You? 

There is no way to eUminate all the risk.s associated with starting a small business. However. you can 
improve your chances of success with good planning and preparation. A good starting place is to 
evaluate your strengths and weaknesses as the owner and manager of a small business. carefully 
consider each of the fOllowing questions. 

Are you It selfstarter? It wI!! be up to you - not someone else telling you 10 develop projects, organize 
your time and follow through 00 details. 

How well do you get along with different personalities? Business owners need to develop working 
relationships with a variety of people including customers, vendors, staff, bankers and professionals 
such as lawyers, Bccountants or consultants, Can you deal with a demanding client. an unreliable 
vendor or cranky staff perSon in the best interest of your business? 

How good are you at making decisions? Small business owners are required to make decisions 
conSlantly, often quick.ly, unde( pressure, and independently. 

Do you have the physical and emotional stamina to run a business18uslness ownership can be 
Challenging, fun and exciting. But it's also a lot of work.. Can you face 12hour work days SIX or seven 
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days a week? 

How well do you plan and organize? Research indicates that many business failufes could have 
been avoided througtl better planning. Good organization of financials, Inventory, schedules, 
produc1ion can help avoid many pitfalls. 

Is your drive strong enough to maintain your motivation? Running a business can wear you down. 
Some business owners feel burned out by having to carry all the responsibility on their shoulders, 
Strong motiva1ion can make the business succeed and will help you survive slowdowns as weI! as 
periods of burnout 

How wUl the business affect your family? The first few years of business startup can be hard on 
family life. The strain of an unsupportive spouse may be hard to balance agains1 the demands of 
starting a business. There also may be financial difficulties until the buslness becomes profitable, 
which could take months or years. You may have to adjust to a lower standard of living or put family 
assets Elt risk. 

On The Upside 

It's true, there are a lot of reasons not to start your own business. But for the right person, the 
advantages of business ownership far outweigh the risks, 
[Top of P~l ITo StartuR_ K1CTabie of Contents] ITo SSA ~om~ Pagru 
"' .. ",,""''' . . ,- .... 

GETTING STARTED 

How to Start a Small Business 

Starting and managing a business takes motivation, desire and talent. U also takes research and 
planning, 

Uke a chess game, success in small business starts with decisive and correct opening moves. 
And, although initial mistakes are not fatal, it takes skill, discipline and hard work. to eegain lhe 
advantage. 

To increase your chance fo( success, take the time up front to explore and evaluate your business 
and person.al goars. Then use this informa1ion to build a comprehenSive and wellthoughtout 
business plan. Ihat will help you reach these goals. 

The proCElSS of developing a business plan will help you think through some important issues that 
you may not have considCfed yet Your plan will become a valuable tool as you set out to raise 
money for youe business. It should also provide milestones to g8Uge your success. 

Getting Started 

Before starting out, list your reasons for wanting to go into business. Some of the most common 
reasons for starting a business are: 


tI You want to be your own boss, 


tI You want financiallndependence. 
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tI' You want crcatfve freedom. 


t/ You want to fully use your skills and k.nowledge. 


NeXl you need to de1ermlne wha1 business is "right for you.~ Ask yourself these questions: 

II What do I !ike to do with my time? 

II What techrllcal skills have J learned or developed? 

tI' What do others say I am good at? 

tI' How much time do I have to run a successful business? 

!II' Do I have any hobbies or interests that are marketable? 

Then you shou!d identify the niche your business wil! fll!. Conduct the' necessary research to 
answer these Questions: 

V Is my idea practical and will i1 fill a need? 

., What is my competition? 

II What is my business advantage over existing firms? 

.; Can I deliver a better quality service? 

., Can I create a demand for your business? 

The finat step before devetoping your plan is the pre~business checKlist. You should answer these 
questions: 

.... What bUSiness am I interested in starting? 

tI What selVices or products willi sell? Where wit! I be located? 

V What skills and experience do I bring to the business? 

tI What wlll be my legal structure? (see overview below) 

t/ What willi name my bUSiness? 

t/ What equipment or supplies willi need? 

fI' What insurance coverage will be needed? 
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..... What financing will ! need? 

II' Whal are my resources? 

II' How will I compensate myself? 

Your answers will help you create focused, wel!researched business plan that shOUld serve as a 
blueprint. It shOuld detail how the business will be operated. managed and capitalized. 

Types of Business Organizations 

When organizing a new business, one of the most important decisions to be made is choos1ng the 
structure of a business. Factors influencing your decision about your business organization 
include: 

.r Legal restrictions 

..... liabilities assumed 

.1 Type of business operation 

...1 Earnings distribution 

V Capital needs 

..... Number of employees 

y' Tax advantages or disadvantages 

.,. Length of business operation 

The advantages and disadvantages of sole proprietorShip, partnership and corporation are listed 
below. 

Sole Proprietorship 

This is the easiest and least costly way of starting a business. A sole proprietorship can be formed 
by finding a location and opening the dOQr for business. There are lik.ely 10 be fees to obtain 
business name registratIon, a fictitious name certificate and other necessary licenses. Attomey's 
fees ror starting the business will be less than the other business forms because less preparation 
of documents is required and the owner has absolute authority over all bUSiness decisions. 

(IgR of Pag!il [I!;LIDIDiYtLKit Table of Conten1!lIJJL&I.V~. Home Page) 

Partnership 

There are several types of partnerships. The two most common types are general and limited 
partnerships. A general partnership can be fonned simply by an oral agreement between two or 
more persons, but a legal partnership agreement drawn up by an attorney is highly recommended. 
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Legal fl):es for drawing up a partnership agreement are higher than those for a sole proprietorship, 
but may be lower than incorporating. A partnership Bgreement could be helpful in solvIng any 
disputes, However. partners are responsible for the other partner's bUSiness actions, as well as 
1heir OVIfl. 

A Partnership Agreement should include the following: 

t/ Type of bus1ness. 

t/ Amount of equity invested by each partner. 

t/ Division of profit or loss. 

t/ Partners compensation. 

" Distribution of assets on dissolution, 


t/ Duration of partnership. 


ri/ Provl~ons for changes or dissolving the partnership. 


II Dlspute settlement clause. 


tI Restrictions of authority and expenditures. 


t/ Settlement in case of death or incapaCitation. 

Corporation 

A business may Incorporate without an attorney, but legal advice Is highly recommended The 
corporate structure is usually the most complex and rnorc costly to organize than the other two 
bUsiness formaUoos. Control dependS on stock ownership. Persons with the largest stoCk 
ownership. not the total number of shareholders, control the corporation, With control of ~ock 
shares t:r 51 percent of stock., a person or group is able to make policy decisions. Control is 
exercised through regular board of directors' meetings and annual stockholders' meetings. 
Records must be kept to document decisions made by the board of directors. Small, closely held 
corporations can operate more informally, but record~keeping cannot be ellmina1ed entirely, 
Officers of a corporation Gan be liable to stockholders for improper actions. Liability is generally 
limited to stock ownership, except where Uaud is inVolved. You may want to incorporate as a "C" 
or "$" c(lrporation, 

LIQR of Page] [To Stilrtup_KiLIf!,t{1~..9.f Contents] [To SBA !:fame Pag~l 
' ..." """ , '"'''' "'" " "''' 

SusinEJlIS Plan Outline 

The foliowing outline of a typical business plan can seIVe as a guide. You can adapt it to your 
specific buSiness. 8reaking down the plan inl0 several components helps make drafting it a more 
manageable tasl\. 

Introduction 

• Give a detailed description of the business and its goals, 
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• 	 Discuss the ownership of the business and tile legal structure. 

• 	 list the Skills and experlence you bring to the business. 

• Discuss the advantages you and your business have over your competitors. 

In·demh help On develonl.!'ll:L! SQund bUS,"~;$.u::!'an_can be (ound on the SBA Web site in toe 
Starting Area. 

Marketing 

• 	 Discuss the productslservices offered. 

• 	 Identify the customer demand for your productJservice, 

• 	 Identify your market, 115 size and locations. 

• 	 Explain how your producVservlce will be advertised and marketed. 

• Explain the pricing strategy. 

Financial Management 

• 	 Explain your source and the amount of initial equity capital. 

• 	 Develop a monthly operating budget for the first yeaL 

• 	 Develop an expected return on investment and monthly cash flow for the first year. 

• 	 Provide projected income statements and balance sheets for a twoyear period 

• 	 Discuss your breakeven point. 

• 	 Explain your personal balance sheet and method of compensation. 

• 	 Discuss who will maintain your accounting records and how they will be kept 

• 	 Provide "what Jr' statements that address altemalive approaches to any problem that may 
develop. 

Operations 

• 	 Explain how the business will be managed on a daytoday basis. 

• 	 Discuss hiring and personnel procedures, 

• 	 Ois{:uss lnsufance, lease or rent agreements, and issues pertinent to your business, 

• 	 ACCQunt for the equipment necessary to produce your products Of S6Nices. 

• 	 Account for production and delivery of products and services. 
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Concluding Statement 

• 	 Summarize your buSiness goals and objedives and express your commitment to the 
success of your business. 

• 	 Once you have completed your business plan, review it with a friend or busIness assoclate 
Of a Service Corps of Retired Executives (SeORs) or Small Business Development Center 
(SBDC) counselor, (See SCORE and SBOC listings in this guide), 

• 	 \Nhen you feel comfortable with the content and strudure make an appointment to reView 
and discuss it with your lender. The business plan is flexible document that should change 
as your business grows. 

To Lease or Not to Lease: Things To Know 

Get The Answers 

Here are some questions to ask before signing a lease: 

1. 	 Does the lease specitrcally state the square footage of the premIses? The total rentable 
square footage of the building? 

2. 	 Is the tenant's share of expenses based on total square footage of the building or the 
square footage leased by the landlord? Your share may be lower if it's based on the total 
square footage, 

3. 	 Do the base year expenses reflect full occupancy Or are they adjusted to full occupancy 
(i.e.• base year real estate taxes on an unfinished building are lower than in subsequent 
years)? 

4. 	 Must the landlord provide a detailed list of expenses, prepared by a CPA, to support 
increases? 

5. 	 Does the lease clearly give the tenant the right to audit the landlord's books or records? 

6. 	 If use of the building is interrup1ed, does the lease define the remedies available to the 
tenant, such as rent abatement or lease cancellation? 

7, 	 [f the la!1dlord does not meet repair responsibililies, canlhe tenant make the repairs, aUer 
nalice to the fandlord, and deduct the cost from the rent? 

6, 	 Is the landlord required to obtain nondisturoa(lce agreements from current and future 
lenders? 

9. 	 Dons the lease clear1y define how disputes will be decided? 

(Source: 327 Questions to A$k 6oforo You SJgr'l 0 l.oll'o. by B. AIM Whlilion (fl Ala" Whitsel'; Ce ,(roC) 4~Z44ac,~ 

Learn The Lingo 


t/ You get to be your own boss, 
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tI' Hard work and long hours directly benefit you, rather than increasing proms for someone. 


f/ Earning and growth potential are far less limited. 


t/ A new venture is exciting, 


t/ Running a business will provide endless variety, challenge and opportunities to learn. 


Lease- terms you should know: 

Lessor 

Lessee 

Right of First 
Refusal 

Gross Lease 

Triple Net Lease 

Percentage Lease 

Sublet 

Assig n Lease 

Anchor T enaot 

Exclusivity 
PrQvision 

CAM 

Nondisturbance 
Clause 

i.Jmdlord 

Tenant 

Before vacant space is ren1ed to someone else, landlord must offer it to the 
current tenant with the same terms that will be offered to the public. 

Tenam: pays flat monthly amount landlord pays aU operating costs, 

including property taxes, insurance and utilities, 


Tenanl pays base rent. taxes, insurance, repairs and maintenance. 


Base rent, operating expenses, common area maintenance. plus 

percentage of tenant's gross income (most common for retalters in shopping 
malis). 


Tenant rents aU or part o-f space to another business; tenant is s1111 

responsible for paying all costs to landlord. 


Tenant turns lease over to another business, which assumes payments and 
Obligations under the lease. 

Major store or supermarket that attracts customers to a shOpping center. 

Shopping center can't lease 10 another who provides the same product or 
service that exis1ing tenant does. 

Common area maintenance charges including property taxes, secufity, 
parking lot lighting and maintenance; may not apply to anchor tenants in 
retail leases. 

Tenant cannot be forced to move or sign a new lease if building or shopping 
cen1er Is sold or undergoes foredosure, 

lIruLoiE'l!g~J [Io.'$.!artup' Kit Table of Conlenlsl ffil.§!'lb Yome Pag~l 

FINDING THE MONEY YOU NEED 

Financing Your Business Start-Up 

orie key to a successful business startup and expansion [s your abi!ity to obtain and secure appropriate 
financing, Raising capita! is the most basic of all business activities. But, as many new entrepreneurs 
quickly discover, raising capital may not be easy; in fact, it can be a complex and frustrating process, 
However, if you are infatmed and have planned effectively, raising money for your business will not be 
a painful experience. 

This information summary focuses On ways a small business can raise mOfley and explains how to 
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prepare a loan proposal. 

Finding the Money You Need 

There are several sources 10 conSider when looking for finanCing. n is important to explore all of your 
options before making a decision. 

Petsonal savings: The primary source of capital for most new businesses comes from savings and 
other forms of personal resources. While credit cards are often used: to finance business needs, there 
may be better options available, even for very small loans. 

Friends and relatives: Many entrepreneurs look to private sources such as friends and family when 
starting out in a business venture. Often, money is loaned interest free or at a low interest rate, which 
can be beneficial when getting started. 

Banks and credit unions: The most common source of funding. banks and credit unions, will provide 
a loan if you can show that your business proposa! is sound. 

Venture capital finns: These firms help expanding companies grow in exchange fOr equity or partla! 
ownership. Be sLlre to visit ACE~NEr, SBA's AngeJ Capital Electronic Network. ACE-Net gives new 
options to both small companies looking for Investors and investors looklng for promising opportunities, 

[ICP.J2! Pagg] [TO startup Kit Table of Contents) jTo SBA Home Pag@] 

Borrowing Money 

It is often said that small business people have a difficult time borrowlng money. This is not necessarily 
true. 

Banks make money by lending money, However, the inexperience of many smal{ business owners In 
financial matters often prompts banks to deny loan requests. 

Requesting a loan when you ate oct propeny pte pared sends a Signal to your lender. That messatie is: 
High RiSK! 

To be successful in obtaining a Ican, you must be prepared and organized, You must know exactly how 
much money you need, why you need it, and how you will pay it back, You must be able to convince 
your lender that you are a good credit risk, 

SBA Loan Maturities 

SBA loao programs are generally intended to encourage longer term small business financing, but 
actual loan maturities are based on the ability to repay, the purpose of the loan proceeds, and the 
useful life of the assets financed. However, maximum loan maturities have been established: iWenty· 
five years (or real estate; up to ten years for equipment (depending on the useful life of the equipment): 
and generally up to seven years for working capital. Shortterm loans are also available through the 
SBA to help small businesses meellhelr short term and cyclical working capital needs. 

Types of Business Loans 

Terms of loans may vary from lender to lender, but there are two basic types of loans: shOrtterm and 

http://www.sba.gov/startinglwidenentircstartup.html 1115/01 
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longterm. 

Generally, a Shortterrn loan has a maturity of up to one year. These include workingcapitalloans, 
accountsreceivable loans and lines of credit. 

Longterm loans have maturities greater than one yesr but usually less than seven years. Real estate 
and equipment loans may have maturities of up to 25 years. Longterm loans are used for major 
business expenses such as ptlrchasing real estate and facilitics, construction, durable equipment 
furniture and fixtures, vehicles, etc. 

How to Write a Loan Proposal 

Approval of your foan roquest depends on how we!! you present yourself. your business, and your 
financial needs to a lender, Remember.lcnders want to make loans, but toey must make loans they 
k.now wHl be repaid, The best way to improve your chances of obtaining a loan is to prepare a written 
proposal. 

A well written roan propos.ld contains: 

General Information 

V' Business name, names of principals, Social Security number for each principal, and 
the business address. 

V' Pu~pose of the 10a(1 exactly whaf the loan will be used for and why i1ls nee<.led, 

tI' Amoun1 required the exact amount you need to achieve YOtif purpose,' 

Business Description 

V' History and nature of the business details of what kind of business it is, its age. 
number of employees and currenl business assets. 

V' OwnershIp structtire details on your company's legal structure. 

Management Profile 

DevelOp a shOrt statement on each principal in your business; provide background, education, 
experience, skills and accomplishmen1s. 

Market Information 

vi Clearly define your company's products as well as your mark.els. 

fI Identify your competition and explain how your business competes in the marketplace. 

r/ Profile your customers and explain how your business can satisfy their needs. 

Financial Information 

linp :llwww.sba.gov/startinglwidenentirestartup.lltml lIIS/OJ 
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V' Financial statements balaltoo sheets and income statements for the past three years. 
If you are startlltg out, provide a ptojected balance. sheet and income statement. 

II' Personal financial statements on yourself and other principal owners 01 the business. 

v' Collateral you would be willing to pledge as security for the loan. 

Check out our Training Workshop.:. on writing a good loan proposal. 

How Your Loan Request Will Be Reviewed 

When reviewing a loan request, the lender is primarily concerned about repayment To help determine 
this abiLty, many loan officers will order a copy of your business credit report from a creditreporting 
agency. inerefore, you should work with these agenCies to help them present an accurate picture of 
your business, using the credit report and the information you have provided, the lending officer will 
consider the following issues: ' 

tI Have you invested savings or personal equity in your business totaling at least 25 percent to 
50 percent of the loan you are requesting? (Remember, a lender or investor will nOl finance 
"100 percent of your business.) 

V' Do you have a sound record of creditworthiness as indicated by your credit report, work 
history and letters of recommendation? Tllis is very important. 

,/ Do you have sufficient experience and training to operate a successful business? 

t/ Have you prepared a loan proposal and business plan that demonstrate your understanding 
of and commitment to the success of the business? 

t/ Does tM business have sufficient cash now to make the monthly payments? 

rIou of Elllwl rIo Startup Kit Tabl!Lof ContQ01§1 rIo SSA Home e?JlID 

SBA Financial Programs 


The SBA offers a variety of financing options for small businesses. 


Whether you are looking for a long~tenn loan for machinery and equipment, a genera! worl<ing capital 
loan, a revolving Ijne of credil, or a microloan, the SBA has a financing program to fit your needs. 

These programs are discussed In detail in the Assistance section 0' this guide and additIonal in-depth 
information IS available on SBA's Web site in the Fin!!D.9ioo area, 

REGULATIONS 

Government Regulations and Your BusIness 

It may be Inconceivable to you that your homebased consul1Jng service or handknit sweater business 
would have to comply with any of the numerous local, Slate and federal regulations, but in all likelihood 
it will. Avoid the temptation 10 ignore regulatory details. Doing so may avert some red tape in the short 
tenn. but couid be an obstacle as your business grows. Taking the time 10 research the applicable 
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regula1ions is as important as knowing your market. 

Below is a checklist of the most common requitements Ihat affect small businesses, but It Is by no 
means exhaustjve. Bear in mind thai regulations vary by industry. If you're in the food service 
business, for example, you will have to deal with the health department. If you use chemical solvents. 
you will nave environmental compliance 10 meeL Carefully investigate the regulations thai affect your 
Industry, Being out of compliance could leave you unprotected legally, lead 10 expensive penallies, and 
jeopardIze your business, 

""" 

Business Licenses 

There are many types of licenses. You need one to operate legatly almost everywhere. If the busIness 
is located within an incorporated City limits, a license must be obtained from the cfty; if outside the city 
limits, then from the county. For more information contact the county or city office in your area. 

You may also try gQlrjgJQ.your state Home Page, locating their "SEARCH" feature and typing in 
"business license" or "county information", 

......1.. 
Certificate of Occupancy 

If you are planning on occupying a new or used building for a new business, you may have to apply for 
a Certificate of Occupancy from a city or county zoning department For more information contact the 
county or ci1y offlce in your area. 

You may also try goingJ!LyouJ sta1~ Home Pag~, loca1ing 1he!r "SEARCH" feature and typing in 
"certifi<:ate of occupancy" or "county information", 

Business Organization 

There are many forms of legal structure you may choose for your business, The most common 
structures are Sole Proprietorships, General and Limited Partnerships. C and S corporations and 
Limited Liability Companies. Each legal structure offers organizational options which are appropriate 
for different personal situations and which affect tax and liability issues. We suggest you research each 
legal structure thoroughly and consult a tax accountant andJor attorney prior to mak.ing your decislon. 
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Fictitious Business Name 

Businesses that use a name other than 1he owner's must register the fictitious name with the county as 
requil'ed by the Trade Name Registration Act. This does not apply to corporations dolng business under 
their corporate name or to those practicIng any profession under a partnership name. For more 
information contact your state or local government. 

You may also try gglogJQ..your state Home Paglii, locating their "SEARCH" feature and typing in "trade 
name registration" or "county information"" 
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Protecting Your Idea 

If applicnble to your business, you may want to apply for trademarks. patents and Y.Q.YI..i1QP.YDghts. 
Information regarding these applications is listed below. 
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Trademarks 

Trademarks are names or symbols used in any commerce that is subject to regulation by slate 
government or the U,S, Congress, 

State Registration of a Trademark: 

Trademaf1<.s and sENvice marks may be registered in a state for a term of ten years, For more 
informalion abou1 Applications for Registration of Trademark. Or service Marl< in your state, contact 
your state Qgvemmeru, 

Federal Registration of Trademark and Patent 

To register a trademark: contact: 

U,S, Q~Rar1ment of Commerce 
Trademark Office 
2021 Jefferson Oavls Highway 
Artingtori, Virginia 22202 
(703) 3058341 or(800) 7669199 


To register a patent, contact: 


Asst. Commissioner for Trademarks, Patent Applications 

Washington, D.C. 20231 
(800) 7869199 

AlsO, visll. their web site at tl!lP.;}lwww,usRto.gov 

Caution: Federally registered trademarks may confiict with and supersede state registered business 
and prOOl:ct oames, Businesses are encouraged to check for COnfiicts wl1h federal1rademarks, 

Patents 

Contact: 

Superintendent of Documents 
P.O. Box 371954 

Pittsburgh, Pennsylvania 152507954 

(412) 5121800 

New and useful inventions can be pro~ec~ed by a U.S. patent. Professional assis1ance from a patent 
attomey is strongly urged because patent procedures are detailed and technical. A patent search [s 
performed to see if a patent currently exists on the same or nearly the same device and, If not, to 
make proper application with the Patent Office. 

Note: Only altorneys and agenls registered with the U.S. Patent Office may represenf rnventors in 
related mattel"S. The office has geographical and alphabetical Iffitiogs of the more than 11,000 
regis1ered ~Igents. Only these agents may perform patent searches in the patent office, Inventors or 
their attorneys can make arraogements wilt! one of those agents, U,S. pa1ents are issued by the 
AsSistant Commissioner of Patents. Washington, D.C. 
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Additional information Is provided in 1he publication, Genera/Information Concerning Patents and other 
publications distributed through the U,SJ?atent and Trademark Offic~, 

[Iog of F:'.§ge] [To Startup Kit rab~e of Con1ents: [To S8A Home Pagru 

Contact; 

U,S. Ut'ra!) of Congre:ss 
James Madison Memorial Building 
Washington, D.C, 20559 
(202) 7079100 OmerUne 
(202) 7073000 Information Line 

Copyrights protect the thoughts and ideas of authors, composers and artists. A copyright prevents 
illegal copying of wri11en matter, works of art or computer programs. In order to ensure copyright 
protection, the cOp)lright owner should aJways Include notices on all copies of the work. 
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Tax Information 

Business owners are required by law 10 withhold the following from the wages paid to emplo)lees: 
federal income taxes, state income taxes and FICA (Social Security) Insurance. 

tncome 1axes win also be levied by the federal and state govemments on earnings of any business, 
Therefore, each business must file an income tax return with both agencies. Businesses may be 
required to file estimated tax returns and pay estimated taxes on a quarterly basis. 

For federal tax information, contact: 

The Intemal Revenue Service (IRS) has a number of publications that are available upon request to 
small businesses, One of the most helpful is Your Business Tax Kit, which includes data and forms for 
a Federal Employer Identification Number and a tax gulde for small businesses that can be ordered by 
calling Forms and Publications at (800) 8293676 or through a visit 10 your local IRS office. ' 

You may want to contact your local Soclal§.~.gutity Administration Office for (FICA) Insurance 
Information. 

for State tax information, call your slate government or visil yOU( official Slate WeQ.§,~ 
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Federal Self Employment Tax 

Everyone must pay Social Security Tax. If you are seJfemployed, your Social Security contribution is 
made through the self-employment lax. You will need to calculate how best to report earnings and pay 
your bu~ness taxes, 

Con1act Ule IRS at (800) 8291040, visit YOllr loca! IRS office, go fo the Official IRS vv.~b sUe fo( more 
information. The IRS may seem like a complicated maze, but there are publications, counselors and 
workshops. available to help )'ou sort it out 
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Business Insurance 

like home insurance, business insurance protects the contents of your business against fire, theft aod 
other losses. Contact your insurance agent or brok.er, It is prudent for any business 10 purchase a 
number of basic types of insurance. Some types of coverage are required by law, other simply make 
good business sense. The types of Insurance listed below are among the most commonly used aod are 
merely a starting POint for evaluating the needs at your business. . 

Liability Insurance - 8usinesses may iocur various forms of liability in conducting their normal 
actlvitles. One of the most common types is product liability, which may be incurred when a customer 
suffers hann from uSing the business product. Tnere are many other types of liability, wh.ich are 
freQuently related 10 specific industries. liability law Is constantly changing. An analysis of your liability 
insurance needs by a competent professional is vital in determining an adequate and appropriate level 
of protection for yOllt business. 

Property - Tllere are many different types of property insurance and levels of coverage available. 11 is 
important to determine the property you need to insure for the continuation of your business and the 
level of insurance you need to replace or rebuild. You must also understand the terms of the insurance, 
includmg any limitations or waivers of coverage. 

Business Interruption ~ While property insurance may pay enough to replace damaged or destroyed 
equipment or buildings, how will you pay costs such as taxes, utilities and other continuing expenses 
during 1he period between when the damage occurs and when the property is reptaced? Business 
Interruption (or "business income") insurance can provide sufficient funds to pay your flxed expenses 
during a period of time when your business is not operational. 

"Key Man" - If you (arld!or any other Ind!vldual) are so critical to the operation of your business that it 
cannot (;ontinue in the event of your illness or death, you should consider "key man" insurance" This 
type of polley is frequently required by banks or government loan progr.ams. It also can be used 10 
pmvide continuity in operations during a period of ownership transition caused by Ihe death or 
Incapacitation of an owner or other "key" employee. 

Automobile - It is obvious that a yehicle owned by your business should be insured for both liability 
and replacement purposes, What is less obvious is that you may need special insurance (called "non~ 
owned automobile coverage") if you use your personal vehicle on company business. This policy 
covers the business' Jlabillty for any damage which may result for such usage. 

Office and Director - Under some circumstances, officers and directors of a corporation may become 
personaUy liable for their actlons on behalf of the company" This type of policy covers this liability. 

Home Office -If you are establishing an office in your home, it 1$ a good idea to contact your 
homeowners' insurance company to update your pOliCy to Include coverage for office equipment. This 
coverag9 is not automaticaiJy Included in a standard homeowner's polley, 

Sales Tax Number 

In your state there is a percent sales and use tax whieh applies to the re1ai! purchase, retail site, rental, 
storage, use or consumption of tangible personal property and certain services, In other words. sales 
tax must be collected on just abOut every tangible Item sold" 

A sales tax number is required for each business before opening, The number. plus instructions for 
COllection, reporting and remitting the money to the state on a monthly basis, can be obtained from;, 

htt pjIwww.sba.gov/startinglwidenentirestartup.htm 1 IIlSIOI 



SBA ~ Starting Your Business - Startup Kit - Wide View Page 18 of47 

your sl~ovemment. 
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Other Considerations •.• 

All businesses with employees are required to comply with state and federal regulations regarding the 
protection of employees. For lnforma1lon on state labor laws, wof1\ force: availability, prevailing wages, 
unemployment insurance, unionization. benefits paCkages and employment services contact your state 
g~nenL 

Federa! Information may be obtained by contacting the: 

Unemployment Insurance Tax 

Businesses are required by the stale to pay unemployment insurance tax if the company has one or 
more employees for 20 weeks in a calendar year, Of i1 has paid gross wages of $1 ,500 or more in a 
calendar year. The taxes are payable at a rate of 2.7 percent on the first $8.500 in annual wages (If an 
employee, Go to your state "lqme pag~ to check the figures for your state. 

Unemployment insurance must be reported and returns made to the siate, 

Immigration Act 

The Federal l.m.migratioo Reform and ContH~L&ct of 1986 requires aU employers to verify the 
employment ellgibility of new employees. The jaw obligates an employer to process Employment 
Eligibility Verification Form j·9. ihe Immigration and Naturalization Service Office of Business liaison 
offers a selection of information bulletins and nve assistance for this process through the Employer 
Ho1lim~. In addition, INS forms and the Employer HandbooK can be obtained by calling the Forms 
Hotline. 

For Forms: (800) 870·3676 

Employer Hotline: (600) 357·2099 

Health and Satety 

The Feq~ral Occupaliol1i!L$afe1y and Health Administration (OSHA) outlines specific health and safely 
standards employers must provide for the protection of employees. Many states have simflar 

sta,ndards. . 


For state information contact your local OSHA office. 
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Workers' Compensation 

If a business employs three or more people, workers' compensation insurance must be carried 10 
provide protection to those injured in onthejob accidents. The Stale Board of Workers' Compensation 
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aids people whO Med claim assistance. 


For more information contact yQjJr state aovernment. 


Minimum Wage 

Virtually all business entities are subject to the federal minimum wage, overtime and child labor laws. 
Information on these laws and other federal laws, may be obtained from: 

U.S. Q.eJ!artment of ~bor 
Wage and Hour Division 

[[QR of PaggllJ.o ..§!~rtuR Kil Table of Conlenlsl [To SBA Hom.l"ag~1 
""'" , " 

Bar Coding 

The Uniform Code council, Inc., (not a government agency) assigns a manufacturer's 10 code for Ihe 
purposes of bar coding, Many stores require bar coding on the packaged prodUcts they sell. For 
additional Information contact; Uniform Code Council Inc., P.O. Box 1244, Dayton, Ohio 45401, (513) 
4353870. . 

SBA ASSISTANCE 

Financial Programs and Other Assistance 

The Small Business AdminIstration (SBA) is tile largest source of long1erm small business financing in , 
the nation, In Order to determine whether you qualify for, ot if an SSA business loan best suits your 
financing needs, please read this material carefully. If you have further questiMs, please contact your 
banker, one of the active SBA guaranteed lenders-listed in this guide, or an SSA loan officer. 

. 

The 7(a) Loan Guarantv 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 fenders to provide 
financing to small businesses when funding is otlleIWlSB tmavallable on reasonable terms, 

The eligibility requirements and credit criteria of the program are very broad in order to accommodate 
a wide range of financing needs. 

When a small business applles to a fending 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, 
SeA backing on the loan is then requested by tile lender. !n guaran1eeing the lnan, the 8M assures 
the lender that, in the event the borrower does not repay the !oan, the govemmellt will rejmburse the 
lending institution for a portion of its loss, By providing this guaranly, the SBA is able to help tens or 
thousand!. of small businesses every year get financing they would not otherwise obtain. 

To qualify for an SBA guaranty, a smail 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 8M 
can then {luarantee as much as ao percent on roans of up to $100,000 aOd 75 percent on loans of 
more than $100.000. In most cases, the maximum guaranty is $750,000 (7S percent of $1 million), 
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Exceptions are the International Trade, DELTA and 504 loan programs, which have higher loan limits. 

How it Works 

You submit a loan application to a lender for initial review. If the lender approves the loan subject to an 
SeA guaranty, a copy of the application and a credit analysis are forwarded by the lender to ihc 
nearest SBA office. After SBA approval, the lending institution closes the loan and dIsburses Ihe funds. 
You make monthly loan payments directly to the iender, As with any loan, you are responsible tor 
repaying tM full amount of the loan. 

There are no baUoon payments, prepayment penalties, application fees or points permitted with 7(a} 
loans. F~epayment plans may be tailored to each business. 

[Iop of Pag~l ITo Start~ Kit Table of Conte!lfsJ lIo SBA Home Pag.Q] 

Use of Proceeds 

You can use a 7(a) loan 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 sessonaillnes of credit: construct commercial buildings: and/or 
purchase land or buildings. 

T,!rms. Interest Rates and Fees 

The lenuth of time for repayment depends on the use of the proceeds and the ability of your business 
to repay: usually five to 10 years for working capital, and up 1025 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 
overthe 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 Ihe lender a nominal fee to provide a guaranty, and the lender may pass this charge 
on to you. The fee is based un the maturity of the loan and the dollar amount that the SBA guarantees. 
On any loan with a maturity of one year or less, the fee is just 0,25 percent of the guaranteed portion of 
the loan. 

On 10al1s with ma1urities of more than one year wllere the portion that the SeA guarantees IS $80,000 
or less, the guaranty fee Is 2 percent of 1he guaranteed portton. On loans with maturtties of more than 
one year, where the SeA's porUon exceeds $80.000, the guaranty fee 1s figured on an incremental 
scale, beginning at 3 percent. 

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 

You must pledge sufficient assets, to the extent that they are reasonably available, 10 adequately 
secure lhe loan. Personal guaranties are required from all the prfncipal owners of the business. liens 
on personaf assets of the principals may be required. However, in most cases a loan will nO! be 
declined where insufficient collateral is the only unfavorable fador, 
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Eli 9 ibility 

Your bllsiness generally must be operated for profit and fall within the size standards set by the SBA. 
The SSA 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. 
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Maximum Size Standards 

II' 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 

V (-.jeneral construction from $13.5 mimon to $17 million 

v Special trade construction average annual receipts not to exceed $1 million 

tI Agriculture ~ from $0.5 million to $9 million 

ITop of P.g~J ITo Startup M Table of ContentsJ ITo SBA Home."!ll!QJ 

What You Need to Take to the Lender 

Documentation requirements may vary; contact your letlder for the information you must supply. 
Common requirements include the following: 

t/ purpose of the loan 

" History of the business 

t/ Financial statements for three years (existing businesses) 

rI' SGhedule of term debts (existing businesses) 

jI Aging of accounts receivable and payable (existing bUSinesses) 

tI Projected opening day batance sheet (new businesses) 

tI LE'ase details 

tI Amount of investment in the business by the ownet(s} 

v Projections of income, expenses and cash flow 

tI Signed personal financial statements 

V Persona! resume(s} 

What the SBA Looks for: 
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t/ Good character 

." Management expertise and commitment necessary for success 

." Sufficient funds, including the SBA-guaranteed loan, to operate tile business on a sound 
linancla! basis {for new businesses, this includes the resources to meet startup expenses and 
the Inillal operating phase) 

t/ Feasible business plan 

t/ Adequate equity Of investment in the business 

t/ Sufficient collateral 

., AtHlfly to repay the loan on time from the projected operating cash flow 

§~ecial Loan Guaranty Programs 7(!l) Program 

Them are a number of special loan guaranty programs under the 7(a) program that address specific 
needs 0"' startup or established businesses. Tiley are govemed, forthe most part. by the same rules, 
regulations, fees, interest rates, etc., as the regular 7(a) loan guaranty. Your lender can advise you of 
any variations. 

Low Documentation Loan (LowDoc) 

lowDoc is one of SBA's most popular programs. Onc6.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 pasllhree years), The seA 
will guarantee up 10 80 percent of the loan amount. Completed applications are processed quickly by 
1he SBA, usually within two or three business days. Proceeds may not be used to repay certain types of 
existing debt. BuSiness staf't~ups, as well as buSinesses with average annual sales fOr the past three 
years not exceeding $5 miliion and with 100 or fewer employees, including affiliates, are eligible, 
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SBAEx~ress (formerly FA$TRAKI 

SBAExpress. formerly SBA's FA$TRAK, is available for loans up ~o $150,000. The program authorizes 
SBA preferred lender..> to use mostly their own fOnTls, analyses and procedures to process, service and 
liquidale SBA guaranteed loans. The SBA guarantees up to 50 percent of an SBAExpress loan. Loans 
under $25,000 to not require coHateraL This is a Change from the FASTRAK requirements, Lik.e most 7 
(a) roans, 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, 

Contact your local SE?A office for the names of approved banks" 
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CAPLines 

This specialized umbrella loan program is designed to help small businesses meet their shortterm and 
cyclical working capital needs. The CAPLines can be used to finance seasonal working capital needs; 
finance the direct costs of performing certain construction, sefVice and supply contracts, finance the 
direct cost associated wl1h commercial and residential construction performed on a speculative basis 
(without a finn commitment for purchase); finance operaling capital by obtarnlng advances. against 
existing in'l~ntory and accounts receivable: and consolidate short term debt SBA provides a 75 
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percent guarantee. There are five distinct programs under the CAPLine umbrella: 

The Contract Loan Program is used to finance materia! 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 centrad at a 
time, it can be revoNlng. The loan maturily is used based on the length ofthe contract, bu1 no more 
than five years. 

The Seasonal Line of Credit Program finances the shortterm seasonal Increases of accounts 
receivable and inventory. The business must have a definite established seasonal pattern and thus 
must have been In buslness for a periOd of 12 months in order to establish tMt pattern. The loan does 
not revolve during the season but may be tlsed over again after a ~cleanup" period of 30 days, These 
also may have a maturity 01 up to five years, The business may not have another seasona! Jine of 
credit outstanding but may have other lines for nonseasonal working capital needs. 

The Builders Line Program provides financing for small general contrac1ors involved in residential or 
commercial construction or building rehabilitation for resale. Loan maturity is generally three years bu1 
can be l~xtended up to five years if necessary. Proceeds are used solely for direct expenses of 
acqtlislt on, immediate construdion, and/or significant rehabilitation of 1M, residential or commercial 
structures. The purchase of the land can be included if it does not exceed 20 perceot of the loao 
proceeds. up 10 five percent of the proceeds can be used for physical improvements that benefit the 
property. 

The Small AssetBased 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 coliLlteral for which 
seNice 1he lender can charge up 10 1wo percent annually to the borrower. These lines are generally 
used by businesses who provide credit to their customers. 

The Standard AssetBased Line is similar to the Small AssetBased Line, but for loan amounts over 
$200,000. It does require stricter servicing and monitoring, am:! the lender may pass the costs along to 
the bortower. 

The EX[lort Working Ca[lital Loan 

The Export Working Capital Program is a line of credit for financing foreign accounts receivable, It is a 
transactiofl~based program and can be reVOlving or nonrevalv!ng. The SBA provides a 90 percent 
guaranttre to the lender. The business must have been in operation for alleasl 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, 
oversea~. 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. 

I 

U.S. E>;[lort Assistal)ce Center ilJSMld 

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 aCkiition, 
the Cent,gr 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 nntwork and the financing assistance available from participating agencies including the SBA 
and the Exportlmport Bank, 

Under EWCP. the SBA guarantees up to 90 percent of the loan. up to $150,000, Loan maturities may 
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be for up to three years with annual renewals, loans can be for sing!e or multiple export sales and can 
be extended for preshipment working capital and postshlpment exposure coverage or a comblnation of 
the two. Proceeds can only be used to finance export transactions. The SeA can guarantee up to $1.25 
million on an !nternational Trade Loan (tTL) for a combination of fixedasse1 frnancing and working 
capital. \he wol'1dng capital portion cannot exceed $750,000. 

International Trade Loan 

This program provides shortterm and longterm financing to small businesses that are engaged in 
intemational trade, preparing to engage in international trade, or adversely affected by competition 
from imports. The SSA can guarantee up to $1.25 million for a combination of fixedasset financing and 
permanent workIng capital, 

Defense Loan ..and Technical Assistance (I:)!=LTAl 

DELTA is a joint effort of the SSA and the Department of the Defense to provide financial and 
technical asSistance to defense-dependent small finns affected by defense reductions. The goal is to 
help affected small firms diversify into the commercia! 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 mmtary 
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 Bosiness Development Centers. 

SBA 504 Loan Prog~am 

504 is the SBA's economic development instrument that supports American small business growth and 
helps communities through business expansion and job creation, The SEA 504 loan program provides 
longterm. fixedrate, subordinate mortgage financing for acquisition and/or renovation of capita! assets 
including !and. buildings and equipment. Virtually all types of for-profit small businesses are eligible for 
this program. 

The SBA 5Q4 toan is dIstinguished from other SBA loan programs in these ways: 

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

o 	Fixed interest rate; bOrrower knows cost of occupancy for the next 20 years. 

o 	Rate is usually below marke1 rate. 

o 	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. ' 

. 	0 Collateraf is typ!cally assets financed; allows other assets to be free of liens and available to 
secure other needed financing. 
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o 	 Long1erm: real estate loans are 20-year term, heavy equipment 10 or 20-year terms and are 
selfamortizlng. 

o 	 504 program encourages banks and other lenders to make loans in first poSition On resSQnable 
terms. helps them retain growing customers, and provides eRA credit. 

o 504 program benefits the borrower's community through job creation and retenlion, 

Businesses that receive 504 loans are: 

o 	 Small net worth under $6 million. net profit after taxes under $2 million, or meet other SSA size 
standards. 

o 	 Organlz.ed as forprofll. 

o 	 Any type of business retail. service, wholesale or manufacturing, 

The SSNs 504 lending intermediaries, Certified Development Companies (CDCs) serve your 
community to finance business expansion needs through 504, 1ts professional stan works directly with 
you to tailor a financing package that meets program guidelines and the credit capacity of your 
business. The 504 Loan Program is the first national financing program specifical1y designed for 
expanding small business whose investment will creale jObS" 

lIlm ofp~geJ [Io startuQ Kit Table of Contents] [IQ.§I3A Home Page] 

The Cnrtified and Preferred Lenders Program 

Tile most active and expert lenders qualify for the BBA'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 S8A !oanguaranty processing 
and have met certain other criteria. They receive a partial delegation of authority and are given a 
three-day tumaround 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 SSA's best lenders and enjoy full delegation of !ending authority, This authOrity 
must be re()ewed at least every two years, and the: lender's portfoliO is examined by the SBA 
periodicAlly. Preferred loans accounl for 18 percent of SBA loans, For list of certified/preferred lenders 
in your area contact your lo~L$.~A office, 

[Iop..QLP'jlgf!) [To Startup Kit Tab!e of Content.$J ITo SBA Home Page] 

The 7(MI Microloan Program 

These loans are provkled directly by a network of intermediaries approved by the SBA for the purpose 
of making mlcmloans (from $100 up to $25.000) to small businesses for the purchase of machinery, 
equipment, fumiture, fixtures. inventory and also for working capital. These intermediaries also provide 
technical and management assistance to the owners, Most SniaU businesses who are unable to obtain 
funding through conventional sources orthe other SBA guaranteed loan programs should contact the 
mlcroloan lenders in their area, 

Conatac '{our local SBA ()ffice for Infonnation on loca! Microloan Lenders. 

The Small Business I.weslmenl ComQanyjSBICj Program 
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There sre a variety of allernatives to bank financing for small businesses, especially business startups. 
The Small Business Investment company Program is the gap between the availability of ven1ure 
capital arid the needs of smalt busfnesses that are either starting or growing. Licensed and regulated by 
the S8A, SBles are privatel~ owned end 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 aodJor by selling their preferred stock to the SeA, SBles are for­
profit films whose incentive is to share in the success of a small business. In addition to equity capital 
and longterm loans, SBles provide debtequity investments and management assistance. The SBle 
Program provides funding to all types of manufacturing and service industries. Some investment 
companies specialize in certain fieldS, wtlile others seek out small businesses with new products or 
seevice!' because of the strong growth potential. Most. however, consider'a WIde variety of investment 
opportunities, 

ACENet 

The Al'\{lel Capital Electronic Network (ACENet) is a nationwide Intemet~based listing service that 
provides information to angel Investors on small, dynamic, growing buSinesses seeklng $250,000 to $5 
mlllion in equity financing. ACENet, sponsored by the Office of Advocacy of the U.S. Small Business 
Admif1lslration, was announced by the President of the United States in October 1900. It is a major 
effort by the Office of Advocacy to start systematizing, on a nationwide basis, and expanding 
lnformalion available to investors on firms seek.ing equity finanCing. Once fully operational. ACENet 
will be run as a private. Independent, noHorprorrt organization. 

ACENet is not a matching selVice and does not serve as an investment adviser or brokerdealer. In 
addition, no securities trading takes place on ACE~Net. 

Applications and more detailed information are available at the ACENet tnternet site, which can be 
accessed at http..iLWVfIN.sba.gov/ADVO/a,~ene.t,html. 

(IQP of PagelIIo Startup K~ Table QIJ;gntenlJ;] ~BA HQ!)1~g~1 

cQJomunity Adjustment & Investment Program 

The Communily Adjustment & Investment Program (CAIP) was created to help communities that 
suffered job losses due to changing trade patterns fOllowing ttle North American Free Trade 8greement 
(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 creale Of 
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. 

Minority Enterprise Devel0l>ment Program 

Section SIal Program 

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. rhe 8(a) program is Still available and growing in the Bssistance 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 potenlial 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 Americ,ans, 
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as wet! 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" tha1 
they have been subjected to racial or ethnlc prejudice or culttlral bias because of their membership in a 
particular group, The purpose ot expanding the 8(a) business development program was to, in effect. 
broaden and create a more eqtlitable distribution of 8(a) benefits, improve 8(8) program participant 
success rales after graduation from the program. estabfish a 8(3) Mentor/Protege 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 (SOB). 
The purpose of the SDB Program is to handte ac1ivities associated with certifying firms as SDBs and to 
process protests challenging the disadvantages status of a finn claiming to be an SOB. 

In addition, 8(a} business development personnal can assist you lhrough a listing of small business 
representatrves in both the public and private sectors, as weI! as direct you to specific world wide web 
sites that provide small buSiness procurement and purchasing-related business assistance. 

Contact your loca! SBA office to receive mOfe detailed information orto obtain an 8(a) application. 
Also, don't forget to visit the procurement section of SeA's website, !J..ttQ://w'w'vt,.$.Qlt9Q,y. 

SBA Pre-Qualification [Pr",-qual) Pilot Loan Program ", 

SBA Pre-Qualification Pilot Loan (Pfe~Qual) Program was developed 10 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~Qualillcation Pilolloan Program was developed primarily to address the 
following markets, identified by SBA as undefSe:rved, via lraditlonallending programs; women, 
veterans and minorily~owned businesses, as well as exporters, rural markets and certain de~fgnaled 
geographical areas and industries, 

The Pre-Qual concept revolves around intermediaries who help market the SSA'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 andtor 
minorities. Export-eligible loans are those made with the intention of significantly expanding existing 
export markets or developing new export markets, With resped to rural markets, and other specially 
designated geographical areas or industries, con1aC1 your local SBA offi~ for specific requirements. 

The maximum loan amount under this program is $250,000, If a borrower currenUy has an SBA loan 
and the combined loans required as a result otthis 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 

!?Q,!,,,,mmen! Contracting Assistance 
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The federal government is the largest buyer in the world and small businesses are often at a 
disadvantage when trying to win federal contracts, but the U.S. Small Business AdminIstration (SSA) 
can help overcome the barriers. Working closery with federal agencies and the nation'sleadfng large 
con!ractors. tile SBA worns to ensure 1hat sms.lJ businesses obtain a fair share of govemmen1 contracts 
and subcontracts. The SEA has a number of programs to help small firms do business with the federal 
government 

Through the Prime Contracts Program the SBA helps to Increase the small business share of 
government contracts, It also advocates for the breakout of items purchased through full and open 
competition, SeA procurement center representatives (PCRs) work to expand contracting opportunities 
tor small businesses. PCRs review conttacting actions at major federal procurement centers, review 
the StlbcontraCtlng plans, recommend contracting sources and provide counseling . 

• 

There are two types of PCRs: traditional and breakout Traditional PCRs work to increase the number 
of procurements set aside for small businesses, Breakout PCRs work to remove components or spare­
parts from solesource procurements to procurements through open competitfOli, which generates 
savings fo~ the federal government. 

Visit the SeA's Office of Government Contracting Home Page at llllg:i/www,sba,gov/9£ for a listing of 
PCRs and buying installations nationwide, 

The Subcontracting Assistance Program promotes the full utilization of small businesses by the 
nation's major prime contractors. The Agency's Commercial Marketing Representatives {CMRs} 
concentrate on large businesses that have one or more federal contracts in excess of $500,000. 

The CMR will review these large companies' subcontracting plans in order to identify small business 
sources to satisfy specific needs of the prime contractor. 

The Certificate of Competency Program (Cae) helps small businesses secure Federal contacts by 
providing an appeal process to towbidder firms denied government contracts for a perceived lack of 
ability or financial resources to pertorm the work, A smaU finn may apply to the SBA for a Certificate of 
Competency (CoC) when they are low bidder on such a contract but are considered by the contracting 
agency to be unable to complete the work. The coe Is a document indicating that the firm with the low 
bid has the plant or financial capacity to complete the con1ract. A plant survey and financial analysis of 
the firm is performed by SSA personnel. Within 15 WOl'kdays of teceipt of the referral, the firm and 
contracting officer are notified of SBA's decision regarding the CoC. Issuance of the CaC to the 
successful low bidder usually results in savings to the govemment over the next low bid. 

I!w Size Determination Program ensures that only small firms receive contracts and other benefits 
set aside eXClUSively for small business. When a firm's claim that it is small is challenged, the SBA 
size specialists determine if the firm does, in fact. meet established SBA size standards. Size 
determinations may also be made when requested In connection with other federal contracting 
programs. 

The Surety Bond Guarantee Program 

The Surety Bond Guaramee (SSG) Program provides small and minority contractors with conlracting 
opportunities ror which they could not otherwise compete. By law, prime contractol'S to the federal 
government must post surety binds on federal construction projects valued at $100,000 or more. Many 
state, county, municipal and private sector contracts also require bonding, but small and minority 
businesses may not be able to obtain bonds through regular commercial channels. Through this 
program, the U.S, Small Business Administration (SBA) can guarantee bid. performance and payment 
bonds for contracts up to $1,25 million for eligible small contractors. 
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A surety bond IS a tl1reeway agreement between the surety company, the contractor and the project It 
binds the contractor to comply with the terms of a contract. If the con1rsctor IS unable to do so, the 
surety assumes the responsibility and ensures that tM project is completed. The SBA guarantees· 
surety (:ompanies against a percentage of losses sustained as a result of a contra'ctor's default on a 
guaranteed bid, payment or perfonnance bond, 

There are four major types of surety boods: 

(.') 	 Bid guaranlees the bidder will enter ioto a conltact and fumish the required payment and 
performanco bonds. 

o 	 Payment guarantees payment from tM contmctor to parties who furnish labor, materials, 
equipment and supplies. 

o 	 Performance guarantees the contractor will fulfill the contract In accordance with its terms. 

o 	 Ancillary bonds which are incidental and essential to the performance of the contract 

The SSG Program consists of the Prior Approval Program and the Preferred Surety Bond Program, 
Under the Prior Approval Program, the guarantee may range from 80 to 90 percent of the losses 
sustained under a guaranteed bond, and the surety must obtain SSA approval for each bond. Under 
the Preferred Surety Sond Program, selected sureties receive a 70 percent bond guaraniee and are 
authorized to issue, sefVice and monitor bonds without the SSA's approval. 

Eligibility 

Contractors In addition (0 meeting the surety's bondlng qualifications, a contractor must meet the 
SBA's size eligibility standards for a small business. Businesses In the construction aM service 
industries can qualify il their average annual receipts for the last three years, including those of any 
affiliates, do not exceed $5 mimon. Your SSA district office can answer any questions regarding 
eligibility. 

Bonds The SSA can guarantee bonds for contracts up to $1.25 million. A contract bond (bid, 
performance or paymen1) is generally eligible for an SBA guarantee if the bond is: 

() 	 listed in the Contraa Bonds :section of the Surety Association of America's "Manual of Ru!es, 
Procedures and Classlfications"; 

o 	 required by the contract or invitation to bid and: 

o 	e>teeuted by a surety company that is acceptable to the U.S. Treasury (Circular 57) and qualified 
by the SeA. 

An.cmary bonds may also be eligible. For more information, contact youL.§!3.8Jiistrict office. 

Submitting an Application 

The contractor chooses a participating surety company and applies for a speCific bond through a 
bonding agent who represents that surety. The application provides the background, credit and 
finanCial information required by the surety company and the SSA. Contact your SBA district office for 
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a list of local surety agents who can provide the forms required by the SBA. 

Once the surety company receives its completed torms and sufficient underwriting information from 
1he applicant, it processes and undelW~ites the application and decides whether to: 

o oxecute the bond without the S8A's guarantee, 

o execute it only wilh the SBA's guarantee. or 

o deciine the bond even with the SSA's guarantee. 

If surety in the Prior Approval Program determines that the SBA must guarantee the bornt it submits 
an underwriting review, guarantee agreement, supporting documents, and the contractor's application 
forms to the SBA. If the application is for a final bond, the contractor's guaranteefee check is also 
attached. 

A surety in the Preferred Surety Bond Program may issue tile bond withoullhe SBA's approval. Tile 
surety must then report the bond to tile SBA and forward the contractor's fee payment within the 
required ttme. 

[Top of Page] [To StartuQ K" Table of COnlentsl [To SBA Home Page] 

Application Review 

In the Prior Approval Program, the SSA reviews ttle infOrmation, documentation and underwriting 
rationale of the surety company to determine if the application is eligible for Ihe program. If it is, and 
the Information submitted by the surety company appears favorable, the SBA guarantees the bond (the 
SBA may also request addltion<ll information). 

Fees 

The SBA charges fees to both the contractor and the surety company; rates are pubf1shed periodically 
in the Foderal Register. The SBA does not ch<lrge the contractor a fee for an application or a bid bond 
guarantee. 

When the bond is issued, the contractor pays the surety company's bond premlum. This charge cannot 
exceed lhe level approved by the state in which the bond is issued, 

For more information on the Surety Bond Guaranlee Program, contact your loc~J S&A office. 

PRONet is an electronic gateway of procurement information for and about small businesses, It is a 
search engine for contracting officers, a marl<eting tool for small firms and a ~Jink" to proCllrement 
opportunities and important information, It is designed to be a "virtual" onestop procurement shop. 

A search engine, PRONet IS an Internetbased database of information on more than 171,000 small, 
disadvantaged, 8(a} and womenowned businesses. It is free to federal sfld state government agr.mo'es 
as well as prime and other contractors seeking small business contractors, subcontractors and/or 
partnership opportunities. PRONet is open to aU small firms seeking federal. state and private 
contracts. 
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Businesses profiled on the PRONet system can he searched by SIC codes; k.ey words; location; Qua!ily 
certifications; business type; ownership, race and gender; Electronic Dala Interchange (ED!) capability, 
etc, 

A marketing tool. business profiles in the PRONet system include data from SBA's files and other 
available dala bases, plus additional business and marketing information on indivldual firms. 
Businesses on the system will be responsible for updating their profiles and keeping information 
current. 

Profiles are structured lik.e executive business summaries, with specific data 5e3(ch fields that are 
useririendly 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 PRONet profile, creating a vory powerful 
marketing toot 

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

PRONet is available at the SSA web site, hlH~:II'tM'W,sba,g!ri, and is Ilnked to key sources of 
information, assistance and training. To go directly to PRONe1. pttp:IIRro-net,sOO:_oLiQ.Y':. 

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. 

...1.... 
The Small Business Innovation Research Program ISBIR) 

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 SSIR also 
provides assistance in achieving commercialization of the results of both the federal research and 
development programs mandated by the Small 8usiness 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: 

o The Small Business Innovalion Research Program 

o The Small Business Technology Transfer Pilot Program 

o The R. R&D Goaling Program 

o Advocacy of Federal technology assistance 

The Office of Technology, fonner1y 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 
emergino and underserved smalr finns. It encourages state..ofthemai1let technology training, 
technology information exchange and outreach on federal technology programs. It also encourages 
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private and public resource support for me commercialization of federal R&D efforts, 11 promotes 
outreach activities to introduce women and mlnorHyowned small business concerns to the advantages 
of competing for federal R&D projects, For more information contact your local SSA offi(i.§. 

"',,,.......,.... ..........."'.........."...... 
Disaster Assistance 

The SBA's Disaster Assistance Loan Program is the primary federally funded, disaster assistance IQan 
program for funding long range recovery for private sector. nonagricultural disaster victims, Assistance 
is available to businesses of all sizes and to indivlduars, Eligibility is based on an individual's financial 
criteria, Interest rates fluctuate according to statutory formulas, A low interest rate (not to exceed four 
percent) is available to applican1s without credit available elsewhere, A higher rate (not 10 exceed eight 
percent) is available for those with credil available elsewhere, The program provides dIsaster loans 
when a declaration is made by the President or the S8A Administrator. There ate three disaster loan 
programs: 

Ph'ysical Disaster 8uslness Loans - Loans are available to qualified applicant businesses of any size 
for uninsured losses up to $1.5 million to repair or replace business property to predisaster conditions. 
loans may be used to replace or repair real estate, eQuipment, fixtures and inventory and leasehold 
improvements, 

Economic Injury Disaster Loans (EIDLS) Loans of up to $1.5 m!l!ion are available for small 
businesses that sustain economic injury as a direct result of a disaster. These working capita! loans are 
made to businesses, without credit availab!e elsewhere, to he!p pay ordinary and f)ecessary operating 
expenses that would have been payable barring the disaster. 

Nota.: The maximum loan amount Is $1.5 minion fOf E!DL and physical disaster business loans 
combined, unless the business meets the federal coteria for a major source of employment. The 
$1.5 million limit can be waived for businesses employing 250 or more people in an affected 
area. 

Loans for Homes and Personal Property Real Property: This is the major longterm recovery 
program for iMlvid\la! disaster losses, loans are available to qualified homeowners for uninsured 
losses up 10 5200,000 to repair or restore a primary residence to predisaster condition. 

Personal Property: Loans are avalJable to qualified homeowner and renter applicants for uninsured 
losses up to $40,000 to repair or replace personal property, such as clothing, furniture, cars and so 
forth. Loans are not intended to replace extraordinarUy expensive or irreplaceable items, such as 
antiques, pleasure crafts. recreationa! vehicles or fur coats, 
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SBA1'80GRAMS & SERVICES FOR WOMENOWNED BUSINESSES 

Visit the Online Women's Business Center 

This interactive business skills training web site is dedicated to helping entrepreneurial women reach 
their goats and aspirations for personal and professional development. Our goal is to provide them with 
the information and expertIse they need to plan their economic Independence through owning a 
business of 1heir own, 

The Online Women's Business Center is the realization of a vision created by SBA's Office of 
Women's Business Qwrership and shared by SeA Women's Business Centers across America, These 
partners saw 'he value and the possibilities of bringing together the public and private sectofs to further 
the empowerment of women everywhere, Our online forums, message boards, resource datanase and 
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informative articles are tools we offer free of chargeproviding women the information they need to 
succeed in business. 

We regularly invite business experts to particlpate in online forums and check out the what's new page 
tor tM latest information. 

A Quick Tour of the Online Women's Business Center 

While you are online be sure to visit the extensive library of business information topics. The site has 
more than 1,000 articles to gu1de you down the road to success, 

The Infoonation Exchange is the place to go seek help and offer advice with other business owners 
and small business experts. 

The Marke1ing Mall provides training and information on a wide variety of marketing, public relations 
and ad\'ertising topics, 

The Finan~ Center features articles on bookkeepln'g, access 10 capital, obtaining !ax information and 
oIlier osefullopics. 

. 
In the Management Institute, we have compiled articles ranging from professional development and 
human resources to building a board of directors and the principles of effecUve leadership. 

The Technologv Tower gives you the informa1ioo you need to understand how technology impacts 
your business. Articles on the latest technology help you lead your company and 1.ltilize aU of the 
technological toots, 

Building Management Skills With Information 

Throughout fls 45~year history, SeA has complemented its financial assistance programs with 
publications aimed at helping small business owners gain the skills required to start, manage and grow 
a small enterprise. 

The more than 40 publications listed in its Resource Directory for Small Business Management include 
lities related to Financial Management, Management and Planning, Marketing, 
ProductSlldeasflnventions, Personnel Managemenl, and Emel'ging Business, Also avaiJable ere . 
videolapes on similar topics. New to the Directory in late 1998 is a "Common Sense"- series presenting 
11 management activities in a separate workbook format. A twelfth workbook integrates me other 
topiCS into a comprehensive management perspective. 

The publications and videotapes are available at a nominal fee, llsing an order form accompanying the 
Directory. For a FREE copy of the Directory contact SeA's Answer Desk at {SOD} S27~5122 or visit 
SBA's website at hHQ:llwww.sba.gov. 

LOCAL SOURCES OF ASSISTANCE 

Business Inf.<:>rmation Center (BIC) 

The Business Information Center (SIC) provides assistance to current and future entrepreneurs with 
issues ranging from business planning and financing to marketing and management 
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The center offers a fclerence library with books. videos and computer access, seminars and workshops 
and counseling. There is no charge fOf using any of these services offered and you may visit as often 
you like Monday through Friday_ For more information. contact your local SBA office. 

One Stop- Caf1itaISho!,! 

Contaci your local SSA o(tlce: 'or the One·Stop Capital Shop located in your area. Its mission is to help 
small businesses grow and prosper by giving them free access to necessary informatlon, technical 
assistance and administrative resources, 

The center is staffed by experienced small business professionalS from the Empowerment Zone 
Corporation and the SBA, In addition, the center is affiliated witl'l dozens of other government, public 
and private organizations. business education and service providers. 
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Service Corl1s of Retired Executives [SCORE) 

SCORE, 1he Service Corps of Retired Executives, is a 13.000member volunteer association sponsored 
by the U.S. Small Business Administration. Since 1964. ttle association has matched volunteer 
businessmanagement counselors with Clients in need of expert advice. SCORE has experts in virtually 
every area of business management and maintains a national skills roster to help identify the best 
counselor for a particular client Volunteer counselors share their management and technical expertise 
with bolh present and prospective small business owners. 

SCORE volunteers are members of 388 locally organi~ed chapters offering assistance In almost 800 
locations throughout the United Siates, Puerto Rico, the U.S. Virgin Islands and Guam, 

Every effort is made to match a client's needs with a counselor who is experIenced in a comparable 
line of tlusiness, All individual and team SCORE counseling is free; there may be a nominal fee for 
training workshops and seminars. 

Through indep1h counseling and training. SCORE volunteers help prospective and established small 
business owners and managers identify problems, determ~ne the causes and find solutions. 

SCORE chapters oHer lowcost prebusiness workshops that address topics like assessing 
entrepreneurial potential, developing a startup checklist, selecting a legal entity, creating a business 
plan and securing funding. SCORE counselors also help successful firms/eview their dls1rlbuUon 
channels, survey expansion. modify products and meet other business Challenges. Other workshops 
offer experienced business owners information on a myriad of subjects, Including starting a homebased 
business. purchasing a franchise, defining a marketing and advertising strategy, implemenling a waste~ 
fCduction plan, setting merchandise prices and begInning an exportIng venture. 

Any smlill business can obtain help from SCORE The approach is confidential and personal. You don'l 
need to be applying for or to have an SBA loan to participate in Ihe program. In lact, an idea is all that 
is nece!;sary for consultation and counseling. 

Contact your local SBA office for information on your local SCORE chapter. 
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The seoc network is recognized as one of the finest business outreach programs of its kind in the 
natioll. 

The SBA provides 50 percent or less of the operating funds for eact1 state SBDC. General busin.ess 
educati,:m, such a management development, technical information and marketing assistance form the 
bulk. of S8DC services. These business education servrces are offered via oneonone counsering as 
well as regularly scheduled training seminars. 

The mission aftha SBDC network is made up of the following elements: 

o 	To support entrepreneurship and business expansion through educational opportunities that 
cover human resources, management, tect1nology. capital formation and infrastmcture needs of 
the business commonlty. 

o 	To addrass regional economic development needs for mformation by providing applied 

~conornlc development research to communities and regions, 


o 	To assist in the expansion of International trade primarily by educating new exporters who need 
tssistance in all elernents of exporting. 

o 	To deliver inhouse managerial and employee training targeted especially to businesses which 
have difficulty obtaining affordable training. 

o 	To facilitate the creation of economic development leaderShip groups that focus on the creation, 
retention and expansion of business. 

o 	To provide special attenllon to the needs of mino(ity entrepreneurs by identifying procurement 
c ppoftunltfes, locating sources of capital and supporting outreach efforts of historically black 
colleges and universities. 

o 	To assist existing businesses in taking advantage of state and local incentives for job creation, 
employee training and other expansion efforts. 

Conted your local SaA ..9.ffice for information on your local Small Business Development Center 
(SBDC). 
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THE ':INANCIAL SIX C'S 


CHARACTER The degree to which a borrower feels a moral obligation to pay hlslher debts, 
measured by the credit and payment history. 

CAPACITY TO 
PAY 

A subjective determination made by a lender based upon an analysis of the 
borrower's financial stalements and other information. 

CAPITAL The amount of capital in a business is equal to the total of capi1a! from debt and 
eqoity. Lenders prefer low debt-to-asset and debt·to-worth ratios and high 
current ratios, These indicate financial stability. i,' 
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COLLATERAL 	 An asset owned by the borrower, but promised to a lender against non·p.;ymen1 
of the loan. The amount of collateral varies from lender to lender. The closer the 
collateral value is to the loan amount. 1he more comfortable the lender win be 
that the loan will be repaid. 

CONDITIONS 	 General economic. geographiC and Industry. 

CONFIOENCE 	 A successful borrower Instills -confidence in the lender by addresslng aU the 
lenders concems 011 the other Five C's, Their loan application sends ihe 
message that the company is professional. with an honest repu1atlon, a good 
credit history, reasonable finanCial statements, good capitalization and adequate 
collateraL 
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GLOSSARY OF TERMS -
ACCOUNTS PAYABLE 	 Trade accounts of businesses represen1ing obligations to pay for goods 

and services received, 

ACCOUNTS Trade accounts of businesses representing moneys due for goods sold 
RECEIVABLE or services rendered evidenced by notes, statements, rnvoices or other 

written evidence of a present obligation. 

ACCOUNTING 	 The recording, classifying, summarizing and interpreting in a significant 
manner and in terms of money, 1ransadions and events of a financial 
character, 

ASSUMPTIONS 	 The act of assuming/undertaking another's debts or obligations, 

AUCTION 	 A public sale of goOdS to the h1ghest bidder. 

AUTOMATIC DATA 1, Data processing largely performed by automatic means. 
PROCESSING 2, The discipline which deals with methods and techniques or 

automatic data processing, 
3. 	 Pertaining to daia processing equipment such as electrical 

accounting maChines and electronic data processing equipment. 

BANKRUPTCY 	 A condition in which a business cannot meet its debt obligations and 
petitions a federal district cour1 for either reorganization of its debts or 
liquidation of its assets, In the ac1ion the property of a debtor Is taken 
over by a receiver or trustee in bankruptcy for the benefit of the 
credItors. This action is conducted as prescrfbed by the National 
Bankruptcy Act, and may be voluntary or Involuntary. 

BREAK~EN POINT 	 The break-even point in any business is that paint at which the volume 
of sales or revenues exactly equals total expenses -- the point at which 
there is neither a profit nor los$ ~~ under varying levels of amiv!ty. The 
break.~even pOint tells the manager what level of output or activity is 
required before the firm can make a profi1; reflects the relationship 
between costs, volume and profits. 

BUSINESS BIRTH 	 Formation of a new establishment or enterprise. 

BUSINESS DEATH 	 Voluntary or involuntary closure ot a firm or establishment 
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BUSINESS 
DiSSOLUTION 

BUSINESS FAILURE 

BUSINESS 
INFORMATION 
CENTER (BIC) 

BUSINESS PLAN 

BUSINESS START 

CANe ELED LOAN 

CAPITAL 

CAPITAL 
eXPENDITURES 

CAPITALIZED 
PROPERTY 

CASH DISCOUNT 

CASH FLOW 

CHARACTER 

CHARGE-OFF 

For enumeration purposes, the absence from any current record of a 
business that was present in a prior time periOd. 

The closure of a business causing a loss to at least one creditor. 

Ooe of more than 50 specialized Smalt Business Administration uni1s 
which offer the latest in high~technology hard-ware, software and 
telecommunications to assist small business PLUS (me~on·one 
counseling with seasoned business veterans through the Service Corps 
of Retired Executives (SCORE). Each SIC offers elec-Ironlc bulletin 
boards, computer data bases, on~line information eXChange. periodicals 
and brochures, counseling, video tapes, reference materials, texts, start­
up guides, application software, computer tutorials and interactive 
media. 

A comprehensive planning document which clearly describes the 
bUSiness developmental objective of an existing or proposed business 
applying for assistance in SBA's 8(a) or lending Programs. The plan 
outlines what and how and from where the resources needed to 
accomplish the objective wi!! be obtained and utilized. 

For enumeration purposes, a business with a name or similar 
designation that did not exist in a prior time period. 

The annulment or recission of an approved loan prior to disbursement. 

1. 	 Assets less liabilities, representing the ownership interest in a 
business; 

2. 	 a stock of aCCtlmulated gOOdS. especlaUy at a sp~ified time and 
in contrast to income received during a specified time period; 

3. 	 accumulated goOds devotoo to the production of goods; (4) 

accumulated possessions calculated to bring income . 


.' 
Business spending on additional plant equipment and inventory. 

Personal property of the agency which has an average dollar value of 
$300.00 or more and a life expectancy of one year or more. Capltatiz.ed 
property shall be depreciated annually over the expected useful life to 
the agency. 

An incentive offered by the seller to encourage the buyer 10 pay within a 
stipulated time. For example, If the terms are 2I10/N 30, the buyer may 
deduct 2 percent from the amount of the .invoice (if paid within 10 days) 
othe.wise. the full amount is due in 30 days. 

An- accounting presentation showing how much of the cash generated by 
the business remains after both expenses (including interest) and 
principal repayment on financing are paid, A projected cash flow 
statement indicates whether the business will have cash 10 pay its 
expenses, loans, and make a profit Cash flows can be calculated for 
any gIven period of time, normally done on a monthly basis. 

A letter, digit or other symbol, that Is a part of the organization, control, 
Of representation of data used in computer systems. 

An accounting transaction removing an uncollectible balance from the 
active receivable accounts. 
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CHARGED 01'1' LOAN 

CLOSING 

CLOSED LOAN 

COLLATERAL 

COLLATERAL 
DOCLIMENT 

CONSORTIUM 

CORPORATION 

COMPROMISE 

CONllNGENT 
LIABILITY 

COSTS 

CREDIT RATING 

DATA ELEMENT 

DEBENTURE 


An uncollectible loan for which the principal and accrued interest were 
removed from the receivable accounts. 

Actions and procedures required to effect the documentation and 
disbursement of loan fuOdS after the application has been approved, and 
the execution of all required documentation and its filing and recordation 
where required. 

Any foan for which funds have been disbursed, and all required 
documentation has been executed, received and revlewed, For 
statistical purposes, first or total disbursement is coun1ed as a closed 
loan. 

Something of value -- securities, evidence of deposit or other property u 

pledged to support the repayment of an obligation, 

A legal document covering the item(s) pledged as collateral on a loan, 
I.e., note, mortgages, assignment. etc. 

A coalition of organizations, such as banks and corporations, set up to 
fund ventures requiring large capital rasource~~. 

A group of persons granted a state charter legaUy recognizing them as a 
separate entity having its own rights, privlleges, and liabilities distinct, 
from those ot its members, The process of incorporatlng should be 
completed with the state's secretary of state or state corporate counsel 
and usually requires the services of an attorney. 

The settlement of a claim resulting from a defaulted loan far less than 
the full amount due. compromise settlement is a procedure available for 
use only tn instances where the government cannot coUect the furl 
amount due within a reasonable lime, by enforced collec1ion proceedings 
or where the cost of such proceedings would not justify such effort 

A potemial obligation that may be incurred dependent upon the 
occurrence of a fu1ure event Two examples are: (1) the lIabili1y of an 
endorser or guarantor of a note if the primary borrower fails to pay as 
agreed and (2) the liability that would be incurred if a pending lawsuit is 
resolved in the other party's favor. 

Money obligated for goods and services received during a given period 
of time, regardless of when ordered or whether paid for. 

A grade assigned to a business concern to denote the net worth and 
credit standIng to whfch the concern IS entitled in the opinion of the: rating 
agency as a result of ils investigation. • 

The basic unit of identifiable and definable information. A data element 
occupies the space provided by fields in a record or blocks on a form. It 
has an identifying name aM value or values for expressing a specifIC 
fact For example, a data element named ~Color of Eyes~ could have 
recorded values of "Blue (a name)," ~Bl (an abbreviation),~ "06 (a code)," 
Similarl)" a data element named "Age of Employee" could have a 
recorded value of "28" (a numeric value}, 

Debt instrument evidencing the holder's right to receive interest and 
principal installments from the named obligor. Applies to all fOrms of 
unsecured, IOIlg~term debt evidenced by a certificate of debt . 
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DEBT CAPITAL 

DEBT FINANCING 

DEED OF TRUST 

DEFAULTS 

DEFERRED LOAN 

DISBURSEMENT 

DISBURSING 
OFFICER 

DIVESTITURE 

EARNING POWER 

EASEMENT 

EMPLOYEE 
ASSISTANCE 
PROGRAM (EAP) 
COORDINATOR 

EAP COUNSELOR 

ENTERPRISE 

ENTREPRENEUR 

EQUITY 

Bus1ness financing thet normally requires periodic interest payments and 
repayment of the principal within a specified time, 

The provision of long term loans to small business concerns in exchange 
for debt securities or a note. 

A document under sea! which, when delivered, transfers a present 
interest in property. May be held as collateral. 

The nonpayment of principal andlor interest on the due date as provided 
by the terms and conditions of the note. 

Loans whose principal and or interest installments are postponed for a 
specified period of time, 

The actual payout to borrower of loan funds, in whole or part. It may be 
concurrent with the closing, or follow it. 

An emplo'lee authorized to pS'l out cash. or issue checks in seUiement of 
vouchers approved by a certifying officer. 

Change of ownership and/or con1rol of a business from a majority (non­
disadvantaged) 10 disadvantaged persons. 

The demonstrated ability of a business to eam a profit over time, while 
following good accounting practices. When a business shOws a 
reasonable profit on invested capital after fully maintaining the business 
property, appropriately compensating its owner and employees, 
servicing its obligations, and fully recognizing its costs. the buSiness may 
be said to have demonstrated earning power. Demonstrated earning 
power is the foremost test of the business risk in pressing upon an 
application for a loan. 

A tight or privilege that a person may have on another's land, as the right 
of a way or ingress or egress. , . 

Coordinates the activities of Central Office or regional counselors, 
maintains a community resource list, of available profeSSional assistance 
to troubled emptoyees and a current roster of EAP COunselors for the 
area of hisfher jurisdiction. 

Co-nducts confidential consultations with troUbled employees who 50 
request or who are referred tor objective analysis of a personal problem 
and for identification of the best available assistance andlor profeSSional 
services needed to resolve the employee's problem. 

Aggregation of aU establishments owned by a parent company. An 
enterprise can consIst of a sing~, independent establishment or it can 
include subsidiaries or olher branch establishments under the same 
ownership and control. 

One who assumes the financial risk. of the initiation, operation and 
management of a given business or undertak.ing. 

An ownership interest in a business. 
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EQUITY FINANCING 

EQUITY 
PARTNERSHIP 

ESCROW ACCOUNTS 

ESTA.BLlSHMENT 

FINANCIAL REPORTS 

FINANCING 

FLOWCHART 

FORECLOSURE 

FRANCHISING 

GROSS DOMEsnc 
PRO[)UCT (GOP) 

GROSS NATIONAL 
PRODUCT (GNP) 

The provislon of funds for capital or operating expenses In exchange for 
capital stock, stock purchase warrants and options In the business 
financed, without any guaranteed return. but with the opportunity 10 
share in the company's profits. Equity financing includes long~tefm 
subordinated securities containing stock options andlorwarrants. Utilized 
in SBle financing activities. 

A limited partnership arrangement for providing start~up and seed capital 
to businesses, 

Funds placed in trust with a third party, by a borrower for a specific 
purpose and to be delivered to the borrower only upon the fulfillment ot 
certain conditions. 

A single~location business unit, which may be independent -- called a 
single- establishment enterprise·· or owned by a parent enterprise, 

Reports commOrlly required from ap~icants request tor financial 
assistance, e,g,: 

1. 	 Balance Sheet - A report of the status of a firm's assels, liabilllles 
and owner's equity at a given time. 

2. 	 Income Statement ~ A report of revenue and expense which 

shows the results of business operations or net Income for a 

specified period of time, ' 


3. 	 Cash Flow - A report which analyzes the actual or projected 
source and disposition of cash during a past or future accounting 
periocL 

New funds provided to a business, by either loans or purcilase of debt 
securities or capital stock. 

A grapl"tica! representation for tile defin111on, analysis, or solution of a 
problem, in which symbols are used to represent operations, data, flow, 
equipment, etc, 

The act by the mortgagee or trustee upon default, in the payment of 
interest or principal of a mortgage of enforcing payment of tl"te debt by 
selling the underlying security, 

Acontinuing relationship 1n which the franchisor provjdes a licensed 
privilege to the franchisee to do business, and offers aSSistance in 
organizing, training, merchandising, marketing and managing In return 
for a consideration. Franchising is a form of business by which the owner 
(franchisor) of a product, service or method obtains distribution through 
affiliated dealers {franchisees), The product, method or service being 
marketed Is usually identified b~ the franchisOr's brand name, and the 
holder of the privilege (franChI-See) is often given excluSive access to a 
defined geographical area. 

The most comprehenSive Single measure of aggregate economic outpuL 
Represents the market value ot the total output of the goods and 
services produced by a nation's economy, 

A measure of a nation's aggregate economic output. Since 1991 GOP, a 
slightly different calculation, has replaced GNP as a measure of U,S. 
economic output. 
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GUARANTEED LOAN 

HARDWARE 

HAZARD INSURANCE 

INCUBATOR 

INDEPENDENT AND 
QUALlFIEO PUBLIC 
ACCOUNTANTS 

INDUSTRIAL 
REVENUE BONO 
(IRB) 

INNOVATION 

INSOLVENCY 

INTEREST 

INVERSE OROER OF 
MATURITY 

INVESTMENT 
BANKING 

INVITATION FOR 
BIDS 

JOB DESCRIPTION 

A loan made and seNiced by a lending institu1jon under agreement that 
a govemmenlal agency wnl purchase the guaranteed portion if the 
bOrrower defaults. 

A term used 10 describe the mechanIcal, electrical and electronic 
elements of a data processing system. 

Insurance required showing lender as loss payee covering certain risks 
on real and personal property used for securing loans, 

A facility designed to encourage entrepreneurship and minimize 
obstacles to new business formation and growth, particularly for high 
technology firms. by housing a number of fledgling enterprises that share 
an array of services. These shared services may include meeting areas, 
secretarial selVices. accounting services, research libraries, on~site 
financial and management counseling and word processing facilities. 

Public accountants are independent when neither they nor any of 1heir 
family have a material. direct or indirect financial lnteres1 in the borrower 
other than as an accountant. They are qualified, unless there is contrary 
evidence. when they are either (1) certified, licensed, or othefWi.se 
registered if so required by the state in which they work, or (2} have 
worked as a public accounU~nt for at least fiYe years and arc accepted by 
SBA. 

A tax-exempt bond Issued by a stale or local government agency to 
finance industrial Of commercial projects that serve a public good. The 
bond usually is not backed by the full faith and credit of the government 
thai Issues it, but is repaid sofely from the revenues of the project and 
requires a private sector commitment for repayment. 

Introduction of a new Idea into the marketplace in the form of a new 
produC! or service. or an improvement in organization or process. 

The inability of a borrower 10 meet financial obligations as they mature, 
or having insufficient assets to pay legal debtS. 

An amounl paid a lender for the use of funds. 

When payments are received from borrowers that are larger than the 
authorized repayment sctledules the overpayment is credited to the final 
installments of the principal which reduces the maturity of the loan and 
does not affect the original repayment schedule. 

Businesses specializing in the fonnation of capital. This is done by 
outright purchase and sate of securities offered by the issuer, standby 
underwriting Of "best efforts seUing." 

Formal solicitations for offerings, to perfonn procurements by 
competitive bids when the specifications describe the requirements of 
the government clearly. accurately, and completely; but avoiding 
unnecessarily res1rictive speCifications or requirements which might 
unduly limit the number of bidders. 

A written stalemen11lsting the elements of a particular job or occupation, 
e.g., purpose, duties, equipment used, qualifications, training, physlcal 
and mental demands, working conditions, elc. 

http://www.sba.gov/startinglwidenentirest3rtup.html lIIS/OI 

http://www.sba.gov/startinglwidenentirest3rtup.html
http:othefWi.se


SBA - Starting Your BusiliCS5 ~ Startup Kit - Wide View Page 42 of47 

JUDGMENT 

JUDGMENT BY 
CONFESSION 

JUNK BOND 

LEASE 

LEGAL RATE OF 
INTEREST 

LENDING 
INSTITUHON 

LEVERAGED BUY· 
OUT 

LIEN 

LIQUIDATION 

LIQUIDATION VALUE 

UTIGAnON 

LOAN AGREEMENT 

LOAN PAYOFF 
AMOUNT 

LOSS RATE 

LOSS RESERVE 
ADJUSTMENT RATE 

judicial determination of the existence of an)ndebtedness, Of other legal 
liability. " 

The act of debtors pennittrng judgment to be entered against them for a 
given sum with a statement to that effect, without the institution of legal 
proceedings. 

A high~yield corporate bond issue with a below-fnvestment rating tha1 
became a growing source of corporate funding tn lhe 19805. 

A contract between the owner (lessor) and the tenant (lessee) stating the 
conditions under which the tenant may occupy or use the propert;'. 

The maxjmum rate of interest fixed by ttle laws of the variOllS states, 
which a lender may charge a borrower for the use of money. 

Any institution, including a commercial bank, savings and loan 
association, commercial finance company, or other lender qualIfied to 
participate with SBA in the mak1ng of loans. 

The purchase of a buSiness, with financing provided largely by bOrrowed 
money, often in the form of junk bonds. 

A charge upon or security interest in real or ~rsonal property 
maintained to ensure the satisfaction of a debt or duty ordinarily arising 
by operation of law. 

The disposal, at maximum prices, of the collateral securing a loan, and 
the voluntary and enforced collection ot the remaining loan balance from 
the obHgators and/or guarantors, . 

The net value realizable in the sale (ordinarily a forced Sale) of a 
business or a particular asset 

Refers to a loan In "liquidation status" which has been referred attorneys 
for legal action. 

Also; The practice of taking legal action through the judiCial process. 

Agreement to be executed by borrower, containing pertinent terms, 
conditions, covenants and restrictions. 

The total amount of money needed to meet a borrower's obligation on a 
loan. It Is arrived at by accruing gross interest for one day and 
multiplying Ihis figure by the number of days 1hat exist between the date 
of the last repayment and the date on which the loan is to be completely 
paid oft This amount. known as accrued interest, is combined with the 
latest principal and escrow balances that are,applicable to what Is now 
referred to as the loan payoff amouot In the case where prepaid interest 
exceeds the accrued interest the lalter is sub1racted from the former and 
ttle difference is used to reduce the total amount owed. 

A rate developed by comparing the ratio of total loans charged off to the 
total loans disbursed from inception of the program to the present date. 

A reserve rate based upon the !"aHo of the aggregate net chargeoffs 
(chargeoffs less recoveries) for the most recent five years to the total 
average loans outstanding for the comparable $.year period, 
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MARKUP 

MATURITY 

MATURITY 
EXTENSIONS 

MERGER 

MORTGAGE 

NEGOTIATION 

NEGOTIATION 
DISPUTE 

NEGOTIATED 
GRIEVANCE 
PROCEDURE 

NET WORTH 

NOTESANO 
ACCOUNTS 
RECEIVASLE 

OBLIGATIONS 

ORDINARY INTEREST 

OUTLAYS 

PARTNERSHIP 

Markup Is the difference between invoice Co.st and selling price. It may 
be expressed either as a percentage of the selling price or the cost price 
and is supposed to cover aU the costs of doing busJness plus it profit. 
Whether markup is based on the sell1ng price or the cost price, the base 
is always equal to. 100 percent. 

As applied to securities and commercial paper, the period end date when 
.payment of principal is due. 

Extensions o.f payment beyond 1he original period established for 
repayment o.f a loan. 

A combination of two or more corporaUo.ns wherein the dominant unit 
absorbs the passive ones, the fotmet cOfltinuing operation ususUy under 
the same name. In a co.nsolidation two units Combine and are succeeded 
by a new corporation, usually with a new title. 

An instrument giving legal title to. secure the repayment of a loan made 
by the mortgagee (lender). In legal contemplation there are two types: 
(1) title theory - operates as a transfer of the legal title of the property to 
the mortgagee, and (2) lien thMi)' - Cf'eates a lien upon the property in 
favor of the mortgagee. 

The ~face to face" process used by local unions and the employer to 
exchange their views on those matters involving personnel policies and 
practices, or other matters affecting the WOrking conditions of employees 
in the unit and reduced to a written binding agreement.' Used also by 
contracting officers to reach agreement with potential contractors. 

That point in negotiations where labor and management cannot come to 
an agreement on some or all of the issues on the bargaining table and 
the services of the FMCS have not been utilized. 

The sole and excfusive procedure available to all employees in a 
bargaining ullit and the employer for proceSSing grievances and 
disputes. 

Property owned {assets}, minus debts and obligatlons owed (liabilities), 
is the owner's equity (net worth). .' 

A secured Qr unsecured receivable evidenced by a note or open account 
arising from activities involving liquidetlon and disposal of loan 
colla1eral. 

Technically defined as "amount of orders placed, contracts awarded, 
services received, and similar transactions during a given period which 
wlll require payments during Ihe same or a future period." 

Simple interest based on a year of 360 days, contrastIng with exact 
interest having a base year of 365 days. 

Net disbursements (cash payments in exCess of cash receipts) for 
administrative expenses and fo.r loans and related costs and expenses 
(e.g" gross disbursements for loans- and expenses minus loan 
repayments, fnterest and fee income collected. and reimbursements 
received for services performed for other agencies). 

A legal rela1ionshlp existing between two or more persons contractually 
associated as joint principals in a business. 
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PATENT 


PRIME RATE 


PRO-Net 

PRODUCT LIABILITY 

PROFESSIONAL AND 
TRADE 
ASSOCIATIONS 

PROPRIETORSHIP 

PROTEST 

RATIO 

REQUEST FOR 
PROPOSALS 

RETURN ON 
INVESTMENT 

SECONDARY 
MARKET 

SERVICE CORPS OF 
RETIRED 
EXECUTIVES 
(SCORE) 

SMALL BUSINESS 
DEVELOPMENT 
CENTERS (SBDCI 

A patent secures to an inventory the excluslv~ tight to make, use and 
sell an invention for 17 years. Inventors should contact the U.S. 
Department of Commerce Patent Office. 

Interest rate which is charged business borrowers having the highest 
credit ratings. for shori term borrowing. 

An Internet-based database of information of small, disadvantaged, 8{a) 
and womell-owned businesses seeking procurement contracts. 

Type ot tort or clvilliabmty that applies to product manufacturers and 
sellers. 

Non-profit, cooperative and voluntary organizations that are designed to 
Mlp their members in dealing with problems ot mutual interest. In many 
instances professional and trade associations enter Inlo an agreement 
with SBA to provide volunteer counseling to the small business 
community. 

The most common legal form of buSiness ownership; about 85 percent 
of all small businesses are proprietorships, The UabWty of the owner is 
unlimited in this form of ownership. 

A statement in writing by any bidder or offeror On a particular 
procurement alleging that another bidder or offeror on such procurement 
is not a small business concem. : 

Denotes relationships of items within and between financial stalements, 
e.g" currenl ratio, qUick ratio, inventory turnover ratio and debt/net worth 
ratios, 

Solicitations for offerings for competitive negotiated procurements when 
it is impossi~e to draft an invitation for bids containing adequate detailed 
description of the required property and se(Vices, There are 15 
circumstances in the Federal AcquiSitiOO Regulations (FAR) whlch 
permit negotialed procurements. 

The amount of profit (return) based on the amount of resources (funds) 
used to produce it, Also, the ability of a given investment to earn a return 
for Its usc. 

Those who purchase an interest in a loan from an Orlglnallender, such 
as banks, institutional investors, insurance companies, credit unions and 
pension funds. 

Retired, and working, successful business persons who volunteer to 
render assistance fn counseling, training and guiding small business 
clients. 

" " 
The SBDC is a university-based center for the delivery of joint 
government. academic. and private sector St:IViccs 10( the benefit of 
small business and the national welfare. It is committed to the 
development and productivity of business and the economy in specific 
geographical regions, 
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TURNOVER 
(Business) 

UNDELIVERED 
ORDERS 

UNFAIR LABOR 
PRACTICE 

UNIFORM 
COMMERCIAL CODE 

USURY 

VENTURE CAPITAL 

WORI) PROCESSING 

WORKERS' 
COMPENSATION 

Turnover is the number of times that an average inventory of goods is 
sold during a fiscal year or some designated period, Care must be taken 
to ensure that the average inventory and net sales 3te bOth reduced to 
the same denominator; thai is, divide inventory at cost into sales at cost 
or divide inventory at selling price into sales at selling price. Do not mix 
cost price with selling price. The turnover when accurately computed, is 
one measure of the efficiency of a business. 

The amount of orders for goods and servjces ou1S1anding for which, the 
liability has not yet accrued. For practical purposes represents 
obligations Incurred for which 'goods have not been delivered or services 
not periormed. 

Action by either the empSoyer or union which violates the provisions of 
EO 11491 as amended. 't 

Codification of uniform laws concerning commercial transactions. In SBA 
parlance generally refers to a uniform method of (eearding and enforcing 
a security interest or Charge upon exlstlng or to be acquired personal 
property_ 

Interest which exceeds the legal rafe charged to a borrower for the use 
of money, 

Money used to support new or unusual commercial undertakings; equity, 
r1sJ( or speculative capital, This funding is provided to new or existing 
firms that exhibit .abOve~average growth rates, a significant potential for 
market expansion and the need for additional financing for business 
maintenance or expansion. 

Is the efficient and effective production of written communications at the 
rawest possible cost through the combined use of systems management 
procedures, automated technology. and accompliShed personnel, The 
equipment used in word processing applications indudes but is not 
fimited to the followlng: Dictation ana lranscription equipment, automatic 
repetitive typewriters, visual display text editing typewriters, keyboard 
terminals, et(L 

,
A state~mandated form of Insurance covering workerS injured in job· 
related accidents. In some states the state is the insurer; in other states 
Insurance must be acquired from commercial insurance firms, Insurance 
rates are based on a number of factors including salaries, firm Ilistory 
and risk of occupation. 

FREQUENTLY ASKED QUESTIONS 

Does the SBA have bUSiness grants? 

No, the SSA does not provide grants for the purpose of business slart~up Of expansion. SBA does offer 
several loan programs which are described in this document. 

How dQ I know if I qualify as a small business so I can receive SBA assistance? 

Approximately 95% of all businesses are eligible for SSA assistance, Size standards vary widely 
depending upon 1he indus1ry; however, es a general rule, your business is within SBA size limits If II is 
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in manufacturing Of wholesaling with fewer than 100 employees Of in retailing Ot seNice with annual 
sales under $5,000,000 To find out more about size standards, call the SeA Office of Size Standards 
at (202} 205·6618, 

.-, 
Are there any restrictions 011 the type of business that can receive an SBA loan? 

Read the information in this document about SBA loans before approaching a lender. Bring the 
necessary documents and be prepared to answer questions about your company" A well-planned and 
organized presentation will be an important factor in the review of your request. 

Do I have te; be declined by a bank? 

No, you do not have to be turned down by a lenderto qualify for a loan guaranteed by the SBA, 

What is the interest rate? 

Interest rates on SBA guaranty loans are negotiated bmween the lender and borrower, Rates are 
variable and may not exceed 2.75 percent over the New York prime rate. Slightly higher interest rates 

, may be Charged on loans under $50,000 

What are the loan limits? 

The SSA does not let loan minimums, Many lenders may prefer to process loans for under $10Q,ODO 
under SSA's LowDoc program. The maximum amount the SBA can gllaranty is generally $750,000, 

How much money do 1need to have In order to qualify for an SBA loan? 

A borrower's capital contribution generally must be one.-fitth to one-third of the total project cost 

How long wiU it take to get my loan1 

A credit decision on a complete loan package is usually made within ten working days after it IS 
received by the SBA. not including bank processing time, This assumes that the borrower and lender 
have provided all the information necessary to process the loan, 

Where can I get the loan applicatifm? 

SBA loan forms are available from a participating lender, who will also be able to provide information 
about both the bank and SSA documentation required. 

The above text is taken from Small Business Resource Guides published,for individual SSA District 
Offices in cosponsorshIp with RENI Publishing of Winter Haven FL 33880-3052. SBA's partlclpatiqn in 
this publication is not an endorsement of the views, opinions, products or selVices of the publisher or 
any advertiser or other participant appearing herein. All SSA programs or cosponsored programs are 
extended to the public on a nondiscriminatory basis. Individual Dlstrlc1 Office editions are copyrighted. 
SBA Auth, No, 97·7110·64, 
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With the Federal 


Government 
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The fetlt!rrd gove! liment is the large:!r lmycr 
of goud... :md servlce5 in the wnrh:l. \Vhile ;-.mall 
husinc..;scs. arc often ,n a disadv:1l1t:\h"C when 
trying to win t{:t!cr:ll contract::, the U,S. Small 
Bu:-.incss Admmislr:ltion Can help ovcn,:oHlC 

the barrkrs, 'rill: SBA worb- closely wllh other 
, , 	 rc<icrnl agcm:il:s lln.! rhe nation:" k:ldillg fcder:.i 

L'ontmctors to ens.ure th:lt small hH~iIH::-'~e... 
tlbtain a fair share of govcrnllH!l1t r..:nlUractS ;lOd 
slIhcontracts. The SBA also seeks f:lir access to 

, , 	 government-owned property and resources that 
" 

lIl'C heing sold, In faeI, the SBA h:15 m:l!Iy pro­
," 

gr~l!l1s to twip slIlall 1Ir1l1s do iJIIsinc'is with the 
federal government. 

'", 

" 
, "' ;., . 
, , The Prime Contracts Program 

'lllnJUgh the Prime Contl'<lcts PruJ!;rnm, the 
SBA !1I.:lps to iT:crc:tse slll:lll hmincsscs' ~b:lrC 
01 govemlllcnr (:onlr;lCts, Thl~ program also 
ndvot.'att!s f~)r the hreakout uf items r;w pro· 
....1lrement thwugh full :1Ilt! open compcrition." 
'It) expand C(I!l(nlcting (1!)portl.lIlitit.'S fill' :1111:111 
husiness-es, the SBA has speci:tl!y~dc'''ign;lled 
Ilnlcllfcment cc:ntGr rcprc::>tnt:ttive:l. 'I'hest 
PCRs review cOlllraclill!:, actions;'ll m;ljor 
fe\!era! procun.:mcnt CC/lttrs, review Stlhcon­
tr;R,ting plans. n:(:olluncntl contracting sources 
find pnwidc c:ouo<;ding," , 
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