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ARC Loans

Here’s how lenders benefit

Lenders play a critical role
in the health of the American
economy, and are
especially vital to
small businesses.
The SBA is imple-
menting a special,
temporary loan
program you can
use to help strug-
gling American small busi-
nesses while reducing your
risk during these tough eco-
nomic conditions. Here’s
how lenders can benefit from
the ARC loan program:

% Reduced Risk: 100 percent
guaranty provides greater se-
curity and confidence to lend.

% Guaranteed Interest: SBA
will pay monthly interest to the
lender at Wall Street Journal
Prime +2 rate throughout the
term of the loan.

% Uses: Conventional, commer-
cial business loans (and SBA-
guaranteed loans made on or
after Feb. 17 are an eligible
use for ARC loan proceeds.

*  Proceeds may be used to pay
on mortgages, secured and
unsecured loans, lines of credit
and credit cards if the debt was
used for eligible business pur-
poses under the program.

% Benefit to Clients: Deferred
payments on loans up to
$35,000 will help them
through economic downturn.

X Access to E-Tran: SBA’s
electronic application process
available to SBA delegated
lenders provides quick turn-
around.

* * * RECOVERY.GOV
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SBA Will Offer Floor Plan Financing to
Auto, RV, Other Dealerships Beginning July |

The SBA will offer gov-
ernment guaranteed loans to
finance inventory
for eligible auto,
recreational vehi-
cle, boat and other
dealerships under a
new pilot program
announced by SBA
Administrator
Karen Mills.

Dealer Floor Plan (DFP)
financing will be available
beginning July 1, according
to Mills. She announced the
new program during a visit to
Kokomo, Ind., with Dr. Ed
Montgomery, President
Barack Obama’s Director of
Recovery for Auto Commu-
nities and Workers.

“Countless small busi-
nesses, including dealerships,
across the country are facing
significant challenges as a
result of the uncertainty in
the auto industry,” Mills said.
“Floor plan financing can
offer some dealerships the

opportunity to get through
these tough economic times
by allowing them to keep
their inventory and cash flow

cluding autos, RVs,
manufactured
boats and motor-
The pilot pro-

homes,
cycles.
gram will

FAQs

http://www.sba.gov/floorplanfinancing/index.html

Fact Sheet

http://www.sba.gov/floorplanfinancing/index.html

begin July 1
and will be
available
through Sept.
30, 2010, at
which time

intact, as well as save the
jobs these small businesses
provide.”

Floor plan financing is a
line of credit that allows
dealers to borrow against
their inventory, and then re-
pay that debt as they sell their
inventory or borrow against
the line of credit again to add
new inventory.

Under the DFP pilot
program, the SBA will pro-
vide loan guarantees for lines
of credit through its 7(a) pro-
gram. DFP loans will be
made through SBA lenders
only for titled inventory, in-

the SBA will
make the determination of
whether or not to extend the
program.

DFP loans will be avail-
able for a minimum of
$500,000 up to the $2 million
allowable under the 7(a) pro-
gram. With a maximum re-
payment term of five years,
the loans will come with a 75
percent government guaran-
tee. Borrowers will also
benefit from the temporary
elimination of fees on 7(a)
loans made possible by the
America’s Recovery and
Reinvestment Act of 2009.

You don't want to miss this;

Mid-America Lender's Conference 2009
August 10th and I1th in Sugar Land, Texas

http://www.malc-conference.com/

An SBA Lender Training Forum highlighting the Economic Recovery Act of 2009 -
Lenders Helping Small Businesses Gain Access to Capital!
With the current economic conditions, it is more important than ever to learn all you can about the
latest information related to the American Recovery and Reinvestment Act of 2009. The Conference
will be centered around the Recovery Act and how it will help to stimulate the economy.

BankNotes is published by the U.S. Small Business Administration’s Oklahoma District Office, located at 301 N.WV. 6th St. Suite |16, Oklahoma City, OK 73102, to provide
relevant and timely information to Oklahoma lenders. For questions or more information, call 405-609-8012 or email darla.booker@sba.gov. Or visit www.sba.gov/ok.

All of the SBA’s programs and services are provided to the public on a nondiscriminatory basis.
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OklahomaTop 10 SBA Lenders & CDCs
through May - FY 09

Top volume lenders by number of loans

1 BancFirst 53 loans |$15,125,500
2 |MidFirst Bank 17 loans | $1,066,900
3  |Borrego Springs Bank, N.A. 14 loans $615,000
4 |Arvest Bank 12 loans | $5,215,100
5 JP Morgan Chase Bank, N.A. 11 loans | $1,423,900
6 ONB Bank & Trust Company 9loans | $3,395,400
7  |AVB Bank 9loans | $1,428,200
8 |Innovative Bank 9 loans $240,000
9 Superior Financial Group, LLC 8 loans $67,500
10 |First Bank of Owasso 6 loans $900,500
Top volume CDCs by number of loans
1 Small Business Capital Corp. 7loans | $5,560,000
2 Rural Enterprises of Oklahoma, Inc. 7 loans | $3,613,000
3 Tulsa Economic Development Corp. 6 loans | $2,373,000
4 Metro Area Development Corporation 4 loans | $1,126,000
Top volume lenders by dollar value of loans
1 BancFirst 53 loans |$15,125,500
2 |Arvest Bank 12 loans | $5,215,000
3 Live Oak Banking Company 2 loans | $4,000,000
4  |ONB Bank & Trust Company 9loans | $3,395,400
5 Security Bank 4loans | $2,670,000
6  |Bank of the Lakes, N.A. 2loans | $1,979,000
7 First Community Bank Central Texas, 2 loans | $1,875,000
8 Amegy Bank, N.A. 1lloan | $1,777,000
9  |First Financial Bank lloan | $1,600,000
10 |Peoples Bank lloan | $1,500,000
Top volume CDCs by dollar value of loans
1  |Small Business Capital Corp. 7loans | $5,560,000
2 Rural Enterprises of Oklahoma, Inc. 7 loans | $3,613,000
3 Tulsa Economic Development Corp. 6 loans | $2,373,000
4 Metro Area Development Corporation 4 loans | $1,126,000

Top 10 Oklahoma SBA Loans
in May 2009

2009/05/22
Ebsco Spring Co Inc., Tulsa
$1,875,000.00
BANCFIRST

2009/05/22
Jai Gangeshwar, LLC, Anadarko
$965,000.00
MAINSTREET LENDER 7(A), LLC

2009/05/13
Fast Signs, Oklahoma city
$589,900.00
BANCFIRST

2009/05/19
Thunderbird Chapel LLC, Norman
$511,600.00
BANCFIRST

2009/05/21

Poarch Custom Homes, Inc., Moore
$500,000.00
BANCFIRST

2009/05/26
Bowman Automotive Supply Co., Oklahoma
City
$450,000.00
JPMORGAN CHASE BANK

2009/05/28
Kathryn Pemberton, LLC, Eufaula
$372,000.00
ARVEST BANK

2009/05/05
New Tech International, Oklahoma City
$360,000.00
UNION BANK

2009/05/26
DEVDATT, LLC, Muskogee
$328,000.00
MAINSTREET LENDER 7(A), LLC

2009/05/04
Three Sixty Fence, LLC, Sapulpa
$300,000.00
ONB BANK AND TRUST COMPANY
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SUBJECT: Change to 504 Certified Development Company Loan Program

Regarding Debt Refinancing as a Result of Recovery Act

On February 17, 2009, the American Recovery and Reinvestment Act of 2009, P.L. | 1115, was signed into law. This Act changes the Small Busi-
ness Investment Act (SBI Act) to permit debt refinancing under certain circumstances as part of the 504 Certified Development Company (CDC)
Loan Program. SBA has amended its regulations to implement the new law. [See Federal Register: June 23, 2009 (Volume 74, Number I 19). The
debt refinancing authorized by the Recovery Act is available for loan applications received by SBA on or after June 23, 2009, the effective date of
the regulations. In addition, applications received or loans approved prior to that date may be modified to include debt refinancing provided that
the related debenture has not been funded. The additional guidance announced in this Policy Notice is effective immediately, and will be incorpo-
rated into the Standard Operating Procedures (SOP) with the next semi-annual revision.

I.Debt refinancing under the 504 Program

A. To implement the debt refinancing provisions of the Recovery Act, SBA announces the following policy changes, which are effective immedi-
ately, and which will be added as a new paragraph b), titled “Permissible Debt Refinancing”, to SOP 50 10 5 (A), Subpart C, Chapter 2, paragraph
Ill.H.4. with the next semi-annual revision as follows:

Il. Eligibility Requirements
* ok K

H. 504 Program-Specific Eligibility Factors
* ok %

4. Eligible and Ineligible Project Costs

a) Eligible Project costs 13 CFR 120.822
LS

b) Permissible Debt Refinancing

504 Projects may include a limited amount of debt refinancing, as follows: If the Project involves expansion of a small business applicant, any
amount of existing indebtedness that does not exceed 50 percent of the cost of the expansion may be refinanced. The debt being refinanced will
be added to the expansion cost to establish the total project costs, if all the conditions discussed below are met. “Expansion” includes any Pro-
ject that involves the acquisition, construction or improvement of land, building or equipment for use by the small business applicant.

In its loan analysis submitted to SBA for non-Premier Certified Lenders Program (PCLP) loans, the CDC must include a conclusion that the pro-
posed debt refinancing meets all the conditions listed below with supporting analysis and documentation. For PCLP loans, the PCLP CDC will
transmit the Eligibility Information Required for PCLP Submission (SBA Form 2234, Part C), in which the PCLP CDC is required to address these
conditions, and must maintain the analysis and documentation in its file.

I)  The proceeds of the indebtedness were used to acquire land, including a building situated thereon, to construct a building
thereon, or to purchase equipment.

a) All loans being refinanced in the Project must have been used to acquire fixed assets eligible for the 504
Loan Program. A loan is disqualified from refinancing under the 504 program if it was used for working
capital or other purpose(s) not eligible for 504 program financing. Where only a portion of the loan was
used for 504 eligible fixed assets, that portion of the loan may be eligible for refinancing.

b) Whether the new project is within the CDC'’s area of operation is based on the assets newly acquired for
the business not the assets securing the debt being refinanced. If the assets refinanced or any collateral
securing the loan are outside the CDC’s Area of Operations, it is the CDC'’s responsibility to establish that
the CDC is capable of closing and servicing the loan and monitoring the collateral. Evidence must be ap-
proved by SBA with the exception of PCLP CDCs which must document the file with evidence regarding
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the CDC'’s capability to close and service the loan and monitor the collateral.

) Instruments resulting in transfer of ownership of the property to the Small Business Applicant may be eligi-
ble for refinancing, including, but not limited to, land sales contracts, contracts for deed or capital leases.

d) The purchase of property under an operating lease is eligible for 504 financing, but the operating lease itself
is not eligible for debt refinancing.

e) In order to be eligible for debt refinancing, a copy of the corresponding debt and lien instruments must be
submitted with the application.

2) The existing indebtedness is collateralized by fixed assets.

The 504 eligible fixed assets collateralizing any debt to be refinanced, or relating to the portion of debt being refinanced
in the case of a partial refinance, must also collateralize the 504 Loan unless SBA [Sacramento Loan Processing Center
(SLPC)] approves a waiver due to extraordinary circumstances. PCLP CDCs may not use their delegated authority to
approve a loan requiring this waiver. The lender of the existing indebtedness must release, subordinate or assign its lien
on the 504 eligible fixed assets to the lien of SBA and/or the Third Party Lender so that the Third Party Lender and/or

SBA will maintain the same lien position on the collateral that was held by the lender whose debt is being refinanced.
3) The existing indebtedness was incurred for the benefit of the small business concern.

a) The small business for which debt is refinanced must be the same small business for which any new Project
costs are incurred. The debts being refinanced may be owed by an Operating Company, an Eligible Passive
Company or both.

b) An existing 504 loan may be refinanced if it meets the conditions of Paragraph b, “Permissible Debt Refi-
nancing”.
) An existing 7(a) loan may be refinanced in whole or in part only if the CDC has provided verification that

the present lender is either unwilling or unable to modify the current payment schedule. If the Third Party
Lender or the CDC affiliate [as authorized under |3 CFR 120.852(a)] is the 7(a) lender, the loan will be
eligible for 504 refinancing only if the lender is unable to modify the terms of the existing loan because a
secondary market investor will not agree to modified terms.

4)  The financing will be used only for refinancing existing indebtedness or costs relating to the Project financed.

a) Debt being refinanced does not need to be for assets at the same location or for the same type of property
as the Project being financed as long as the operation at the other location has the same NAICS code as
the operation at the Project location.

b) Costs essential to the refinancing, such as prepayment penalties, financing fees or other refinancing costs,
required by the original terms of the debt instrument, may be included in the debt refinance portion of a
Project.

) The total debt being refinanced may consist of one or more loans.

5) The financing will provide a substantial benefit to the borrower when prepayment penalties, financing fees, and other
financing costs are accounted for.

“Substantial Benefit” means that the portion of the new installment amount attributable to the debt being refinanced must be
at least 10 percent less than the existing installment amount(s). Prepayment penalties, financing fees, and other financing costs
must also be added to the amount being refinanced in calculating the percentage reduction in the new installment payment.
Exceptions to the 10% reduction requirement may be approved by the Director, Office of Financial Assistance (D/FA) or
designee for good cause. PCLP CDCs may not use their delegated authority to approve a loan requiring this exception.

6) The borrower has been current on all payments due on the existing debt for not less than | year preceding the date of
refinancing.

“Date of refinancing” refers to the date the 504 loan is approved by SBA. The CDC must submit a transcript of account, or


http://ecfr.gpoaccess.gov/cgi/t/text/text-idx?type=simple;c=ecfr;cc=ecfr;sid=99bc246c644a7c7e4f5e9dc0584c3f1b;idno=13;region=DIV1;q1=120.213;rgn=div5;view=text;node=13%3A1.0.1.1.15#13:1.0.1.1.15.8.234.28�
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similar documentation containing detailed payment history from the lender whose debt is being refinanced reflecting that the
loan has been current for one year (or for the time the debt has been open if less than one year). Any unremedied delin-
quency after approval must be reported to SBA as an adverse change.

7)  The financing under section 504 will provide better terms or rate of interest than the existing indebtedness on the date
of refinancing.

“Better terms or rate of interest ” may include longer maturity (but always commensurate with the assets’ useful life), a lower
interest rate committed on the Third Party Lender Loan or projected on the 504 Loan, improved collateral conditions, or less
restrictive loan covenants.

8) A 504 Project cannot be approved to refinance debt owed:

a) To an Associate, which is prohibited by 13 CFR 120.130(a);
b) To an SBIC, which is prohibited by 13 CFR 120.130(b); or
) To any creditor in a position to sustain a loss causing a shift to SBA of all or a part of a potential loss from

an existing debt. See new regulation at |3 CFR 120.884(b).

9)  PCLP authority must not be used to refinance Same Institution Debt.

“Same Institution Debt” is defined as any debt of the CDC or the Third Party Lender financing the new project, or of
affiliates of either. See new regulation at |3 CFR 120.882(e)(8).

(Note: Equity in land and/or building that is being refinanced may be included as Borrower’s equity as set forth under present policy.)

B. The provisions of |3 CFR 120.922, Pre-Existing Debt on the Project Property, remain unchanged. In addition, the first sentence of
50 10 5 (A), Subpart C, Chapter 2, paragraph Ill.H.7., which provides that “[p]re-existing debt is not an eligible project cost” is no longer effective

as of the date of this Policy Notice, and will be deleted with the next semi-annual revision.

C. For debt refinancing loan applications submitted under the Abridged Submission Method, CDCs must submit, in addition to the
other items listed in SOP 50 10 5 (A), Subpart C, Chapter 4, paragraph Ill.D.l.d, copies of debt and lien instruments, and a transcript of account
or equivalent, which will be Exhibit 24 to the application. This requirement is effective immediately and will be added to the SOP as a new para-

graph (7) to SOP 50 10 5 (A), Subpart C, Chapter 4, paragraph Ill.D.l.d in the next semi-annual revision.

Questions regarding this notice should be directed to the lender relations specialist in the local SBA field office.

Karen G. Mills
Administrator
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