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SBA Loan Cheat Sheet

Small businesses need capital to survive and thrive. Fortunately, U.S. 
small business owners have a great resource in the Small Business 
Administration (SBA). That said, as with many government programs, 
the SBA’s loan programs are complex and layered.
 
This eGuide will serve to cut through all the government red tape and 
give you the lowdown on the SBA’s various loan programs. After reading 
this guide, you’ll be armed with the knowledge you need to apply for an 
SBA loan.
 
Let’s get started.
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What is an SBA Loan?

The term “SBA loan” is actually a misnomer. The SBA itself doesn’t give out loans. 
Rather, the government organization serves to facilitate the relationship between 
lenders and borrowers.
 
This is a win/win for both parties. The SBA helps borrowers find a reputable lender, 
and it helps lenders to minimize risk and be sure that their loans will be paid back. 
The government makes this resource available to small business owners and lenders 
because small business is one of the most robust drivers of the American economy. 
 
That said, there are specific requirements for participating in an SBA loan program:

Your business must have fewer than 500 employees – Anything larger and the 
business isn’t considered “small” anymore.

Your business must meet qualifications from specific lenders – The various 
lenders the SBA works with have different criteria. Finding the small business 
loan program you’d like to participate in is only the first step in obtaining funding.
 

Not all SBA loan programs will be right for your business. Read on to find out which SBA 
loan program is right for you.
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Types of SBA Loans

7(a) Loan
The 7(a) loan program is the most common SBA loan program. These 
loans are used for starting, acquiring or expanding a small business.
 
Borrowers use these loans for a number of things, like:
•   Short and long-term capital needs
•   Purchasing equipment
•   Purchasing real estate
•   To construct or renovate
•   To buy an established business
•   Under certain circumstances, to refinance existing business debt 
 

 

Maximum Loan Amount $5 million

Minimum Loan Amount None

Average Loan Amount (2012) $337,730
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Fees (In certain instances, fees can be financed)
•   Under $150,000: 0%
•   $150,000 and up, one year or less: approx. 0.18% of total loan
•   $150,000 to $700,000, more than a year: approx. 2.25% of total loan
•   $700,000 and up: approx. 2.63% of total loan

Rates
•   Base rate + spread
•   Spread starts at 2.25% and depends on loan terms (Reference)
 
These are SBA loans with the most diverse potential uses, but there are some restrictions.
 
7(a) Loans cannot be used for:
•   Refinancing debt where SBA is taking on a loss
•   Buying an asset solely for speculation purposes
•   Reimbursing the funds owed to any owner
•   Affecting a partial change of business ownership
•   Paying delinquent taxes
•   Purposes not considered a “sound business purpose,” as defined by the SBA
 
The bottom line:
The majority of small business owners who take a loan through the SBA loan program 
take out this flexible, multi-purpose loan. However, smaller businesses or businesses in 
special circumstances may be better served by another one of the SBA’s more specialized 
loan programs, such as a 7(a) special purpose loan, detailed next.

https://www.sba.gov/content/7a-loan-amounts-fees-interest-rates
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7(a) Special Purpose Loans
We mentioned above that the SBA exists to help businesses drive the U.S. economy. 
But these 7(a) Special Purpose Loans exist for businesses deemed “particularly 
advantageous” to the United States economy.
 
7(a) Special Purpose Loans are available to:
•   Aid businesses impacted by the North American Free Trade Agreement (NAFTA)
•   Provide financial assistance to Employee Stock Ownership Plans
•   Help implement pollution controls
 

CAPLines (up to $5 million) 

Contract Loan Program
•   Finances the cost associated with contracts, subcontracts, or purchase orders
•   Up to 10 year term

Seasonal Line of Credit Program
•   Supports the buildup of inventory, accounts receivable, labor, or materials   
 above normal usage for season
•   Up to 5 year term

The Builders Line Program
•   Provides funding for contractors to develop property for a third party that is   
 not yet known
•   3 to 5 year term
 
The Working Capital Line of Credit Program
•   Revolving line of credit providing short-term working capital
•   Often used to extend credit to customers or used by companies whose main 
 asset is large inventory
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SBA Export Loan Programs
 
Export Express Loan Program
•   Any purpose that will enhance a business’s export development
•   Up to $500,000
 
Export Working Capital Program
•   Fund export transactions from purchase order through to collections
•   Up to $5 million
 
International Trade Loan Program
•   Fund production of goods or service involved in international trade to 
 develop and penetrate foreign markets
•   Up to $5 million
 
Advantage Loans
 
Small/Rural Lender Advantage Loan
•   For businesses located in rural communities
•   USDA provides guarantee
 
Community Advantage Loan
•   For businesses in underserved markets
•   Lenient collateral and balance sheet requirements

The bottom line:
If you’re an exporter, deal with large amounts of inventory, or fall into one of the 
other 7(a) special purpose loan categories, then the SBA is especially interested in 
ensuring your success with a loan. Your business has been deemed advantageous to 
the American economy and you should contact the SBA about how they can help 
your small business thrive.
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Microloan Program
Do you own a very small business or a very new business? Perhaps you own a 
lifestyle business and you’re the sole employee, or a local family business. The SBA 
has a solution for you, too.
 
Microloans are appropriate for:
•   Working capital
•   Inventory or supplies
•   Furniture or fixtures
•   Machinery or equipment
 
Microloans cannot be used for:
•   Paying existing debts
•   Purchasing real estate
 

 
Terms
•   8% to 13% APR
•   Up to 6 year term
 
Other Conditions
•   May have to fulfill training or planning requirements before application is 
    considered
•   Lenders are nonprofit and community-based
 
The bottom line:
Businesses who need less than $50k should look into the SBA microloan program. 
Keep in mind that for this type of loan the SBA will ultimately put you in touch with 
a local, often nonprofit, group and that you will also have to meet their requirements.

Maximum Loan Amount $50,000

Minimum Loan Amount None

Average Loan Amount (2012) ~$13,000
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CDC/504 Loan Program
This SBA loan program provides growing businesses with long-term, fixed-rate 
financing for major fixed assets.

504 loans are appropriate for:
•   Purchase of land or existing buildings
•   Purchase of land improvements or building improvements (e.g. street upgrades,  
     utilities, parking lots)
•   Construction of new buildings
•   Renovating existing buildings
•   Purchase of long-term machinery or equipment
 
Maximum loan amount: ~$5 million (amount dependent on job creation) (Reference)
 
Terms
•   Fee: 3% of the debenture
•   Rates: Pegged to an increment above current Treasury rate
•   Collateral: Project assets being financed and personal guarantee from principals
•   10 to 20 year terms
 
Rates (both fixed and variable available)
•   Base rate + spread
•   Spread starts at 2.25% and depends on loan terms (Reference)
 
The purchase of these major assets (land, facilities, equipment), as funded by a 504 
loan, comes with some restrictions.

https://www.sba.gov/content/cdc504-loan-amounts-repayment-terms-interest-rates-fees
https://www.sba.gov/content/cdc504-loan-amounts-repayment-terms-interest-rates-fees
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504 loans cannot be used for:
•   Financing working capital
•   Consolidating or paying existing debt
•   Speculation
•   Investment in rental real estate

The bottom line:
If you are in the market to make a major purchase for your business, 
like machinery or a building, then the 504 loan program may be 
appropriate for your business. 

Disaster Loans
If your business suffers as the result of a disaster, the SBA will step 
in and help you recover. Disaster loans of up to $2 million help in the 
event a declared disaster causes either physical damage to business 
or property or economic injury.
 
What are disaster loans for?
Repair or replacement of:
•   Real property
•   Machinery and equipment
•   Fixtures and leasehold improvements
•   Inventory
•   Help meet financial obligations your business could have met had  
    the disaster not occurred
 
Home and Personal Property Loans
•   For all homeowners and renters, not just business owners
•   Up to $200,000 to repair primary residence
•   Up to $40,000 to repair personal property
•   Up to 30 year terms
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Business Physical Disaster Loans
•   For businesses of any size and most nonprofit organizations
•   Up to $2 million
•   Rates: 4% to 8%
 
Economic Injury Disaster Loans
•   For businesses unable to meet obligations and pay normal operating 
     expenses after a declared disaster, unable to obtain credit elsewhere
•   Property damage not necessary
•   Up to $2 million
•   Rate: 4% or less
•   Up to 30 year terms
 
Military Reservists Economic Injury Disaster Loans
•   For businesses experiencing economic injury when an essential 
    employee was called up to active duty
•   Up to $2 million (Reference)
 
The bottom line:
Bad luck hits us all sooner or later. If your business has suffered – either 
physically or economically – from a declared disaster, then the SBA will 
step in to prevent you from further losing revenue.

https://www.sba.gov/content/military-reservists-economic-injury-loans
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Which SBA Loan is Right for You?

Reading over this guide you may have seen a loan or two (or more!) that 
would suit your business’s needs. From there, your next step is to apply. 
 
Applying for an SBA loan program is similar to applying for a commercial 
loan, so be prepared to answer many questions and provide a great deal of 
information about your business and business finances. 
 
The Small Business Administration offers more information on eligibility 
and loan applications, here:
 
http://www.sba.gov/loanprograms
 
https://www.fundera.com/business-loans/sba-loans

http://www.sba.gov/loanprograms
https://www.fundera.com/business-loans/sba-loans

