7a Wizard 2011 What's New
Summary

Overview:

Version 2011 of the 7a Boilerplate includes changes due to (1) the issuance of SOP 50 10
5(C) which became effective on October 1, 2010; (2) the expiration of certain provisions
of the American Recovery and Reinvestment Act of 2009, as extended by the Small
Business Jobs Act of 2010 and the Continuing Appropriations Act, 2011; and (3) the
need to remove provisions associated with the original Dealer Floor Plan Pilot Initiative
that expired and incorporate the provisions of the new Dealer Floor Plan Pilot Program as
established in the Small Business Jobs Act of 2010 (Pub. L. 111-240) and signed into law
on September 27, 2010. A summary of changes follows.

SBA has also provided a detailed listing of all the changes, which can be found on the 7a

Authorization website at:
http://www.sba.gov/content/standard-7a-authorization-file-library

entitled WND7a2011.pdf.

Summary of Changes:

Loan Information Section
Section A. Guarantee Fee — Language was added regarding when to collect the
Guarantee Fee if Lender uses an escrow account to control disbursements.

Section D., Required Forms —

e A paragraph was added regarding the Small Loan Advantage (SLA) and Dealer
Floor Plan Pilot (DFP) programs. A PLP lender making an SLA loan or a lender
with delegated authority under the DFP Pilot Program making a DFP loan may
use its own Note and Guarantee Agreements in lieu of the SBA Note and
Guarantee Agreements.

e Item 2. Language was clarified regarding computer generated versions of
mandatory SBA Forms.

Section E., Contingencies — Provisions regarding the new Dealer Floor Plan Pilot
Program have replaced the provisions from the expired Dealer Floor Plan Pilot Initiative.

Section F., Note Terms —
Item 5. Repayment Terms —

e New guidance is provided about reducing the interest rate on a variable rate loan.

e A paragraph was added allowing Lenders to use their own Notes and Guarantees
for the following types of loans: Small Loan Advantage (SLA) loans guaranteed



through PLP procedures and Dealer Floor Plan (DFP) Pilot Program lines of
credit guaranteed under special delegated authority.

Guidance is provided limiting the DFP interest rates to two options: fixed and
variable, and limiting repayment term options and requirements.

With regard to commercial real estate financing, language was clarified as to the
use of an escrow account to accumulate taxes and insurance payments.

With regard to interest rate adjustments,

o the option for bimonthly adjustments was eliminated;

o0 language was added to state that the Borrower must agree in writing to any
change in the spread as identified in the Note; and

o language was added to state that the interest rate adjustment period may not be
changed without the written consent of the Borrower.

Section G., Use of Proceeds
The following changes were made:

Intangible assets financed with loan proceeds must be specifically identified.

Language was added to indicate that:

0 Amounts listed are approximate;

0 Loan proceeds may not be disbursed solely to pay the guarantee fee;

o0 Working capital funds not spent for the other listed purposes may be disbursed
as long as the funds do not exceed 10% of the specific purpose authorized or
$10,000.00, whichever is less; and

0 An Eligible Passive Company may not receive working capital funds.

Modified the Dealer Floor Plan options to create separate options for the purchase

of new and used inventory.

Section H., Collateral Conditions

Mineral rights-new requirement: If EPC leases mineral rights, EPC must assign
its interest in the lease to Lender, and the lease must be subordinated to any
mortgage, deeds of trust, or security interest of the lender.

The Kentucky state specific guarantee language was amended.

Section |., Additional Conditions

A paragraph was added for Small Loan Advantage (SLA) and Dealer Floor Plan
Pilot (DFP) loans: A PLP Lender making an SLA loan or a lender with delegated
authority under the DFP Pilot Program making a DFP loan may use its own
Guarantee in lieu of the SBA Guarantee.

Property requiring an environmental investigation was changed from, “business
real property” to “commercial real property.”



4. Operating Information
Verification of Financial Information changes:

e If the applicant has filed an extension for the most recent fiscal year, Lender must
obtain a copy of the extension along with evidence of payment of the estimated
taxes.

e If the IRS responds and the transcript reflects “record not found” for any tax year,
the Lender must follow the procedures detailed in SOP 50 10 to determine what
steps must be taken to satisfy the SBA tax verification requirement.

5. Injections
e New language was added requiring a Standby Debt injection to be covered by a
standby agreement substantially equivalent to SBA Form 155, with no payment
required.

8. A business valuation option was added.
Section I., Additional Conditions 11

9. Construction Provisions
The provisions regarding “as completed” appraisals obtained prior to construction were
revised.

Certifications and Agreements
11.b.(2) Adverse Change
e A mandatory provision was added requiring Borrower (and Operating Company)
to certify prior to disbursement that there has been no adverse change in financial
condition, organization, operations, or fixed assets since the date the Loan
application was signed.

(4) Current Taxes
e The certification that Borrower and Operating Company are current on taxes has
been revised to include, “or will be current with any loan proceeds specified for
eligible tax payments.”

(6) Credit Card Debt (Mandatory for Refinancing Credit Card Debt)
e This new provision states, “Business Related Purpose—The total of the payments
by this Loan on Borrower’s credit card obligation(s) is not greater than the total of
Borrower’s specific business-related purchases charged to the credit card(s).

Borrower and Operating Company Certifications

The Occupancy paragraphs were modified to describe when part of the property may be
used by a resident owner or manager and when property may be leased to third parties.
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