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PANEL

of EXPERTS

SBA - Not Your Grandfather’s Loan Program
B Y C Y N THIA FLA SH

T

he Puget Sound Business
Journal held a roundtable
July 7 featuring a panel of
four experts to discuss how
local businesses - both large
and small - can benefit from using Small
Business Administration (SBA) loans.
Rob Smith, editor in chief of the Puget
Sound Business Journal, moderated
the discussion. Panelists included Craig

D. Chance, senior vice president SBA
manager with Columbia Bank, Christine
S. Heckert, senior vice president, SBA
lending manager with Heritage Bank,
Elizabeth Rusnak, vice president and
senior loan officer with Northwest
Business Development Assoc.*, and D.
Gregory Williams, vice president and
SBA specialist with Key Bank.
Their discussion has been edited for

length and clarity.
SMITH: Why would a successful, wellestablished business want to consider
SBA financing?
WILLIAMS: Up to 90 percent financing,
longer terms, preserve working capital
and - for real estate transactions - the
SBA 504 loan program allows for a
lower down payment, which can be as
low as 10 percent. That’s compared to
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“Loans under the SBA 7(a)
program... allow borrowers to bring
in less down payment and use a
longer term than conventional
financing.” CHRISTINE S. HECKERT |
Heritage Bank

conventional financing, which may require
20 percent to 25 percent). A lot of flexibility
and there are a number of options available
that are different from
conventional
financing. It’s not a fit for everybody but it’s
often an option that’s not explored.
HECKERT:
Loans under the SBA 7(a)
program
are
popular
for
business
acquisitions. They allow borrowers to bring
in less down payment and use a longer term
than conventional financing.
SMITH:
SBA
loans
are
generally
considered by the public to be for
startups, small businesses, but not
established businesses, right? How do we
get the word out for all businesses?
RUSNAK: SBA has seminars. We invite our
customers and referral sources. It takes all
of us to do our own education piece. It’s
not your grandfather’s loan program any
more. The perception is it’s a lender of last
resort. Business owners think if they have to
contemplate an SBA loan it means the end
of the world is getting near and that’s not
the case.
HECKERT: Many of the banks also sponsor
seminars for businesses interested in SBA
financing. Those of us that have been
doing this a while like the teaching aspect.

There’s a lot of SBA terminology so people
shouldn’t be afraid to ask for an SBA
specialist to answer any questions they may
have.
SMITH: When you talk to
people, do you say an
SBA loan isn’t right
for you?
CHANCE: Yes, there
are times. But the goal
of SBA specialists is
to have both options
(conventional and SBA)
in front of people. Focus
on the attributes, and say
`would you be interested in
putting 10 percent down rather
than 25 percent down?’ Or `we’d like to
finance the acquisition of the business
but unfortunately you don’t have a lot of
assets to really back it, there’s not a strong
secondary source for repayment but we
do have a solution and we can offer it
on favorable terms.’ There’s a natural
resistance that people have. Will there
be red tape? Or is it a welfare program?
Indeed it is not. There’s something about
the transaction that makes sense for SBA
- what they’re doing is somehow better off

RICHARD LERZ | CEO | NYTEC, INC.

The right SBA loan secured
our future so we can focus
on everyone else’s.

Columbia Bank provides businesses with all kinds of SBA loan options.
“Our high-tech brains are wired for the future, but Columbia Bank’s financial
foresight is pretty darn good, too. They helped build our new home from the
ground up with a handpicked SBA loan that made our future, and our clients’
futures, happen in a hurry.” Visit columbiabank.com or call 877-272-3678.
Member FDIC. Equal Housing Lender

You’ll notice the difference.

with the SBA structure, which is important
to convey to the customer.
SMITH:
Why
choose
SBA
over
conventional loan?
RUSNAK: It’s important to ask borrowers
what their goals are. The 504 program
focuses on commercial real estate and
equipment. If they speak about selling the
business in three to five years, then the SBA
504 program won’t be a good fit for them.
It’s critical to ask those questions about
what the company is doing and what they
plan to do with the building.
SMITH: I know a 7(a)
loan can be used for
anything
but
I’m
curious what’s the
most common use.
HECKERT: SBA loans
don’t allow balloon
payments. That’s huge
for a small business.
They want to know the
certainty of having regular

taxpayers?
CHANCE: We do have the federal
enhancement for a portion of the principal
balance. Losses are covered by fees that are
paid up front by the borrower and others
that are paid ongoing by the bank to cover
the cost of default. While it is a governmentbacked loan, the fees are structured so the
taxpayers are not subsidizing defaults.
WILLIAMS: It is a financial institution’s
dollars that are going out the door, it’s not
the SBA’s or government’s dollars.
SMITH: What are the biggest myths or
questions you find yourself answering
about SBA?
CHANCE:
Timing
and
assuming
there’s a long drawn-out process with
the government. SBA has delegated
underwriting authority to banks. They
figured out it’s quicker, easier and less
expensive to audit the bank that’s making
the loans than to review each loan. The bank
fulfills requirements similar to conventional
requirements, goes to an electronic system
to interact with the SBA to get a guarantee

“The goal of SBA specialists is to
have both options (conventional and
SBA) in front of people.”
CRAIG D. CHANCE | Columbia Bank

monthly payments with the ability to prepay
if they want, but not have to deal with a
balloon payment in the future.
SMITH: Are SBA loans backed by the

number and gets the closing process going.
RUSNAK: The 504 process is different.
The bank and a Community Development
Company (CDC) will look at a project
together; both credit teams look at it at the
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same time. Once we’re both good with it,
we send it to SBA for final approval. When
CDC is engaged at the same time the bank
is engaged, we can help speed the process.

documentation of receipt prior to closing.
SMITH: Can you offer any examples of
successful SBA loans?

“SBA makes a loan for up to 40
percent of project and the business
puts in a 10 percent down payment. ”
ELIZABETH RUSNAK | Northwest Business Development Assoc.

Commonly the bank will lend 50 percent,
SBA makes a loan for up to 40 percent
of project and the business puts in a 10
percent down payment. The borrower has
two separate loans. The CDC is involved
because it would be a conflict of interest for
the bank to facilitate the SBA component.
HECKERT: Another myth is that it’s a
high interest rate loan. But it’s actually a
competitive interest rate. In addition, the
old adage is you had to be declined three
times by three banks to get an SBA loan.
That isn’t true as well as the fact the SBA
doesn’t make direct loans. Borrowers go
through a bank for an SBA 7(a) loan and or
use a bank or CDC for an SBA 504 loan.
SMITH: Is getting an SBA loan a
streamlined process over a conventional
loan?
WILLIAMS: In general terms, most
items required by the SBA are similar
to conventional loans. However, where a
conventional loan will assume the borrower
will follow through and obtain the required
items, the SBA requires verification and

RUSNAK:
A
Seattle
architecture firm that’s
been occupying their
building. They have
a chance to buy
the
building
with
other tenants in the
building. To qualify,
they must occupy
at least 51 percent
of the building. We
were able to secure the
financing under a 504 loan
with a bank loan of 50 percent,
an SBA loan of 40 percent and 10 percent
down. They’re still growing and the number
of jobs they’ll create fell slightly short of
the ratio needed, so in partnership with
the local economic development council
we were able to facilitate meeting a local
economic development goal. It’s a project
of the SBA, lender, CDC, Seattle economic
development council and business owner.
It’s going to be a win-win because market
rents will continue to escalate. This
facilitated locking that owner into the

building at a fixed cost. That business
owner won’t be subject to rent increases.
CHANCE: Combination of programs: A
woman came to the United States from
Vietnam. She got her accounting degree and
had an interest in working in a restaurant.
She was able, with SBA assistance, to
establish a restaurant. She bought a
location in Lacey that was an abandoned
foreclosed restaurant. With help of a 504
loan she purchased that property, gutted
the interior, made it an Asian theme. She
financed the rest with a 7(a) loan. She was
able to preserve cash, with the
504/7(a) structure. On the
other side of the street
SBA
helped
finance
a
well-established
motorcycle dealership
and on the other side
of the freeway is an
engineering company
that purchased its
building with a 504
loan. The company also
purchased its location in

SMITH: If I can use a 7(a) loan for anything
why would I use a 504 loan?
RUSNAK: When meeting with a customer
and they want to sell the company in three
to five years, we would look at a 7(a) loan
because a 504 loan carries a pre-payment
penalty in the first half of the loan (first 10
years). A 7(a) loan can be paid off after three
years without a pre-payment penalty. A 7(a)
program can be amortized over 25 years.
The collateral requirement of a 504 loan
is just a commercial building. Additional
collateral is needed to secure a 7(a) loan,
including (perhaps) a business owner’s
personal residence. Another feature of a
504 is a fixed rate for 20 years, which you
won’t see on a 7(a) loan. There are real solid
differences between the two programs. It
always comes back to what are the business
owner’s goals?
SMITH: What should potential clients
know when getting an SBA loan to make
the process easier for them?
WILLIAMS: First, understanding up front
that obtaining an SBA loan may require

“If the client provides the requested
information in a completed form and
in a timely manner, the process will
go more smoothly.”
D. GREGORY WILLIAMS | Key Bank

downtown Seattle.

additional information to put together. If
CONTINUED PG A4
the client provides the
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We’re
creating
a stronger
community.

Elizabeth Rusnak
425-286-6673

Elizabeth Stevens
206-799-9639

Our community is a great place. We enjoy living and working
here for the same reasons you do. That’s why supporting local
businesses is a big part of our investment in the community.
KeyBank is proud to be a local SBA Preferred Lender.

Achieving BIG Dreams For SMALL Businesses

KeyBank helps people and businesses thrive. Learn more.
Visit key.com/sba

Key.com is federally registered service mark of KeyCorp. ©2015 KeyCorp.
SBA Preferred Lender. KeyBank is a Member FDIC. 49585

John Solheim
425-505-3263

NW Business works in partnership with local lenders in the State of
Washington to provide US Small Business Administration 504 loans. We
have a proven track record of helping businesses grow. Let’s discuss
how we can help maximize your business potential.
key.com

www.nwbusiness.org
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SBA Loans
The Small Business Administration (SBA) provides
financing and technical assistance resources to
a wide range of businesses in all stages of the
business lifecycle.
SBA financing programs
enable Main Street businesses to obtain financing
on terms similar to those enjoyed by their large
competitors that have direct access to Wall
Street capital. These favorable terms make small
businesses stronger, benefiting the business,
their employees and their communities. SBA
financing programs operate at zero subsidy from
the taxpayers and the cost of defaults are fully
covered by borrowers and lenders. Financing
is provided by lenders that compete with each
other to provide these loans. In that competitive
environment, the process to obtain an SBA loan
closely resembles conventional small business
loan processes.

requested
information
in a completed form and
in a timely manner, the process
will go more smoothly. The extra
work put into obtaining an SBA
loan will pay off financially for
the business in both the shortrun and the long-term.
SMITH: Does the SBA offer
export programs?

CONTI NU E D

HECKERT:
Yes,
three:
International Trade Loan, which
is a term loan to develop or
expand export markets, Export
Working Capital Program, a
revolving line of credit that allows
the bank to lend on foreign
accounts receivable, and Export
Express, a general purpose term
loan or line of credit to be used

for a variety of export purposes
including participation in trade
shows outside the United States,
performing service contracts
for buyers located outside the
United States and to purchase
real estate or equipment used
for production of goods/services
for export.

PAN E L

CRAIG D. CHANCE
Craig Chance, Senior Vice President,
has managed SBA lending programs
for Columbia Bank since1998. He has
nearly 30 years of SBA experience.
He is active in two SBA industry
associations. Craig serves on loan
committees for an SBA 504 Certified
Development Company and a micro
loan fund. SBA honored Craig as a
Regional Financial Services Advocate
and Seattle District Director Excellence
award. He earned his BA from The
Evergreen State College and MBA
from Pacific Lutheran University.

Columbia Bank
360-705-9843
cchance@columbiabank.com

*Northwest Business Development Association:
A Certified Development Company (CDC), which
facilitates the SBA 504 loan program.
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CHRISTINE S. HECKERT
Christine S. Heckert, a native of
Washington and graduate of Gonzaga
University in Spokane, began her SBA
career in 1988. Currently, Christine
operates as Senior Vice President
and SBA Manager at Olympia-based
Heritage Bank, a $3.5 billion regional
community bank. Christine and her
team oversee approximately $80
million in SBA guaranteed loans and
recently earned the Washington
Community Lender of the Year
award from the U.S. Small Business
Administration for their efforts. With
more than 27 years of experience,
Christine continues to find satisfaction
in helping customers achieve their
dream of owning and growing a small
Heritage Bank
425-787-5549
Christine.Heckert@HeritageBankNW.com

TWO COMMON TYPES OF SBA LOANS:
7(a) loans: SBA’s most common general small
business loan, which can be used for equipment,
working capital, commercial real estate,
refinancing, business acquisitions, buying out
partners, etc .
504 loans: Provide growing businesses with longterm, fixed-rate financing for major fixed assets,
such as land and buildings.
For more information about SBA loans, go to
https://www.sba.gov

ELIZABETH RUSNAK

GREG WILLIAMS

Elizabeth Rusnak has been in the
banking industry since 1985 and
involved in the SBA industry since
1990. She joined the NWBDA team
in July 2006. After relocating to
Washington in 1994, she started and
managed the SBA department for a
regional bank, where she achieved
Preferred Lender Program (PLP) status
for that bank. Elizabeth is actively
involved in all SBA programs, as well
as related advocacy groups. She works
with bankers and business owners to
properly structure projects so that they
can maximize the benefits of the SBA
loan programs.

Greg Williams joined KeyBank in 2000
as a relationship manager in the bank’s
Business Banking Division. Shortly
after joining, he became part of a pilot
group of individuals to create a new
SBA lending program, utilizing his
previous experience as both an SBA
loan underwriter and a relationship
manager to help develop a successful
SBA lending program. With his
knowledge of the intricacies of the
government’s SBA loan program and
his experience with loan structure and
underwriting, he is able to successfully
assist clients in meeting their financial
needs.

Northwest Business Development Assoc.
425-286-6673
erusnak@nwbusiness.org

Key Bank
206-684-6339
gregory_d_williams@keybank.com

