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SBA 7a Loan

Things borrowers should know and understand




Disclosure

2018

This presentation was prepared by CH Capital Partners, LLC, and reflects the
current opinions of the authors. It is based upon sources and data believed to
be accurate and reliable. Opinions and forward looking statements expressed
are subject to change without notice. This information does not constitutes a
solicitation. CH Capital Partners, LLC does not provide tax or legal advice.
Please notify your tax or legal advisor before using any strategy in this

presentation. CH Capital has not been endorsed by Small Business
Administration or financial institutions.






e the client

What IS an

SBA 7a loan”
How does it benefit you?




SBA 7a loans are the most used

loan used by small business




Why does it

matter to you?




CH Capital Partners, LLC

We specialize in
Business Real Estate

Assisted Living Facilities

Hotel & Motels

Restaurants

Gas Stations & Convenient Stores
Franchises related to Real Estate
Others*

*others based on SIMM or higher




Why SBA 7a loan matters to you?

CH Capital Partners, LLC require SIMM and over

SBA 7a loans allow borrower to use high leverage to purchase
businesses and real estate assets

10% down as of January 2018

Medical Practice Dental Practice CPA's

Attorney's Architects Hotelier
Independent Pharmacies Ethnic Grocery Stores Auto Repair Shops
Gas Stations Child Care Physical Therapy

Franchises Many others




Why SBA 7a matters to you?

SBA 7a loan

SBA 7a loan is based on collateral, cash flow is
important not required; it will be based on the
lender. SBA 7a loan is a guarantee given by the
federal government and the lenders determine
what is appropriate for their policy.

SBA 7a loan real estate loan

Two types of rates:
Fixed
Variable




Purchase strategy for you

Scenario
Purchase Price: S7,000,000

Type of Property: Retail Property (51% occupied by your business)
Down Payment: 10% (after Jan 2018) $700,000
Bank Loan: $6,300,000

Bank Loan: SBA 7a loan $5,000,000 & Bank Loan $1,300,000 Pari Passu (Piggy
Back Structure)

One loan payment for borrower



Why does it matter to you?

Benefit of Purchase:

Trump Tax cut for small business real estate buyer:

1. Cost Segregation
2. Section 179 deduction for small business

Example: Purchase S7MM Business Building (519% owner occupied)
Depreciation: $1.9MM*

Net Operating Loss strategy changed. In 2018, for flow through entity can
forward NOL indefinitely, but can only use $500K for Joint Filing Married and
can only deduct 80% of taxable income. Borrowers can reduce taxes.



Purchase strategy for you

Example:

Law Firm decides to buy a building:

Purchase Price: S2MM

Estimated Depreciation using cost segregation: S560K (estimate)
First Year taxable income: S300K

First year deduction 80% = $240K deduction (S60K taxable income)
Second year Net Operating Loss Balance $320K

Please contact your tax and legal advisor to review your personal situation



SBA 7a
refinance

— to another
SBA 7a SBA 7aloan

2018

refinance :
options for Refinance

real estate significantly
benefits the

small business




SBA 7a refinance option

@ If you have an SBA 7a loan currently

You can go to another lender request a different term for your
SBA 7a loan, if your current lender cannot modify the loan
terms because the loan has been sold, and if you can
document this, SBA may approve a hew loan.

Example: Variable Rate to Fixed Rate



SBA 7a refinance options

Just few options

Long-term debt with a @ Business Inventory
balloon

@ Working capital @ Revolving credit line

i i Business expansion
@ Business credit card @ P



Strategies for you

Subject Property: Medical Building

Fair Market Value: $4,500,000

Existing Loan: $2,500,000

Needs: Working Capital: S300,000

Equipment: $300,000

Total Loan: $3,100,000 with 21.80 Year Amortization
S2.5MM 25 Year, S300K 10 Years, and S300k 7 Years



Strategies to have multiple SBA loans to grow

SBA Multiple Loans

Max out SBA 7a Loan: SS5MM
Use SBA 504 Green Loan: Cumulative of $16.5 Million

Hotel #1: S7MM -SBA 7a Loan: $5.25MM

Hotel #2: SIOMM - SBA 504 Green Loan: S8MM SBA Portion: $2.8MM
Hotel #3: STOMM - SBA 504 Green Loan: $8MM SBA Portion: $2.8MM
Hotel #4: STOMM - SBA 504 Green Loan: S8MM SBA Portion: $2.8MM
Hotel #5: SIOMM - SBA 504 Green Loan: S8SMM SBA Portion: $2.8MM
Hotel #6: SIOMM - SBA 504 Green Loan: SSMM SBA Portion: $2.8MM
Hotel #7: STOMM - SBA 504 Green Loan: $8MM SBA Portion: $2.5MM

The strategies above will be dependent on community development companies which represents SBA and
lenders(Third Party Lenders)




Items needed

for the loan




SBA 7a prescreen

Loan application

O

SBA form SBA form
1919 912
\ /

Prescreen
SBA 7a

Management
Resume Q Q RES 42



Owners
% of owners

SBA 7a supporting documents

Affiliates
3 years tax
return

O

Business
Story

Business Financial
3 Years Tax Return

0 O—o=

Q\Q/Q

Business REO
Real Estate schedule

Business
Plan

Purchase
contract
for purchase

Mortgage
statement
for refinance



SBA 7a review

Equity Injection

Life - 3
Insurance/Succession /== Q:&% Guarantees
Plan '\ 2y

Collateral Third Party

Financial
Analysis

‘ Eligibility

Site visit



SBA 7a loan process

Q SBA 7a prescreen Q SBA 7a third party
SBA 7a Post
Q SBA 7a forms Q approval

SBA 7a SBA 7a
underwriting disbursement

O SBA 7a Documents O SBA 7a approval



SBA 7a loan can be short or long term loan

Prepayment is simple

Declining prepay fees

3,2,1 years of prepay:
First Year 5

Second Year 3
Third Year 1

Loan is not assumable

If the borrower sells their property, they will have
to pay for the prepays in the first 3 years.




After the loan

has closed




SBA 7a payments

SBA 7a loan is a bank
or lender driven loan
guaranteed by federal
government

ACH is required

Banks servicing agent

Some cases, banks do not service their loans
Request the servicing agent




Financial Reporting Requirement

Financial covenants requirement of the loan agreement.

Paul's Plumbing Co.

PROFIT AND LOSS
January 1 - September 29, 2016

TOTAL

Income

Sales 2,234.00

Services 4.025.00
Total Income $6,259.00
Cost of Goods Sold

Cost of Goods Sold 750.00

Supplies & Materials - COGS 1,000.00
Total Cost of Goods Sold $1,750.00
Gross Profit $4,509.00
Expenses

Advertising 8.47

Bank Charges 50.00

Job Materials 2,750.00
Total Expenses $2,808.47
Net Operating Income $1,700.53
Other Income

Other Income 500.00
Total Other Income $500.00
Net Other Income $500.00
Net Income $2,200.53

Brosnahan Insurance Agency
Diego's Road Warrior Bodyshop
Norton Lumber and Building Mat
PGRE

Robertson & Associates

TOTAL

Paul's Plumbing

A/P AGING SUMMARY
As of September 30, 2016

CURRENT 1-30  31-60
24123
755.00
205.00
86.44
315.00

S755.00  S76123  $86.44

61-9  91ANDOVER ToTAL
$241.23
$755.00
$205.00

$86.44
$315.00
$0.00 $0.00  $1602.67

Paul's Plumbing

A/R AGING SUMMARY
As of September 30, 2016

-
v -
Paul's Plumbing Co.
BALANCE SHEET
As of September 29, 2016
_ TOTAL
ASSETS
Current Assets
Bank Accounts
Bank of America Checking 3,076.72
Bank of America Checking, 9876 4,050.00
Bank of America Checking, x6789 4,000.00
Bank of America Savings, x5643 2,250.00
Petty Cash 175.00
Wells Fargo Checking, 1234 375.00
Total Bank Accounts $13,926.72
Other current assets
Inventory Asset 2,000.00
Undeposited Funds 2,050.00
Total Other current assets $4,050.00
Total Current Assets $17,976.72
TOTAL ASSETS $17,976.72
LIABILITIES AND EQUITY
Liabilities
Current Liabilities
Credit Cards
Bank of America Visa, x7421 4,100.00
Wells Fargo Credit Card 7,220.20
Total Credit Cards $11,320.20
Total Current Liabilities $11,320.20
Total Liabilities $11,320.20
Equity
Opening Balance Equity 3,955.99
Retained Earnings
Net Income 2,700.53
Total Equity $6,656.52
TOTAL LIABILITIES AND EQUITY $17.976.72
e ——————————

GuRRENT 130 a1-60 6% s1ANDOVER ToraL
Amy's Bird Sanctuary 25000 s250.00
Bil's Windsurt Shop &5.00 $85.00
Freeman Sporting Goods 47750 400 &1.00 s562.50
Geeta Kalapatapu 629.10 s620.10
Jetts dalopies 81.00 $81.00
Jomn Melton 45000 $450.00
Kookies by Kathy 75.00 $75.00
Mark Cho 31428 sa1aze
Pauisen Medical Supplies 95475 $954.75
Red Rock Diner 70.00 156.00

Rondonuu Frut and Vegi 7850

Shara Barmett 27450

Somnenschain Famiy Store a6207

Sushi by Katsuyuki s0.00 e0.00 $160.00
Travis Waldron s1a72 sa1a72
Weiskopf Consulting a75.00 $375.00
ToTAL 5975602 SL12850  S241.00  $156.00 s000  ss2s1s2

Income Statement

Balance Sheet

AP Aging Report

AR Aging Report




SBA 7aloans

Strengths

Many lender options
Fixed Rate

Variable Rate

National, Regional and Local Lenders

Weaknesses

Too many lenders

Too expensive

Too many bankers turnover

Few experts in the industry

Opportunities
Everyone knows SBA 7a loans
Variable to fixed rate loans

Many options for borrowers

Threats

Many regulations
Too much paperwork
Maximum of S5MM in loan

Variables rates are not the best solution in
rising interest rate environment




CH Capital Partners, LLC

Our Team

Kellee Sok Cordell Mats Nordgren Chris A. Adams
Cordell-Galbraith Managing Director Managing Director Managing Principal
Managing Director CcSO CTO Esq

CEO & MBA



The American Dream

Changing the conversation
CH Capital Partners, LLC




