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The purpose of the United States Small Business Administration (SBA) is to help 

small businesses get the support and funding they need to establish themselves 

and grow. One of the primary services the SBA offers is small business loans, 

through its 7(a) program. This program offers access to much-needed startup and 

operating capital when it’s not available through conventional means. 

It’s important to note that the SBA doesn’t underwrite any loans. Instead, it 

partners with banks to provide an SBA Guarantee. This guarantee states that the 

SBA will repay a portion of the loan if the small business borrower defaults. The 

partner bank underwrites the loan, which is then distributed to the business. In 

many ways, the SBA acts as a sort-of “co-signer.”

Provided they qualify for one, small businesses can use SBA 7(a) loans to start, 

grow and improve their business. There are many opportunities to use SBA loans, 

and even more freedom in how they’re administered. Whether you’re getting 

ready to fund a new venture or need help restructuring an existing business 

investment, it’s worth exploring the opportunities SBA loans offer. 

WHY CHOOSE AN SBA LOAN?

For many small businesses, SBA loans are 

far more accessible than conventional 

loans. They’re also often the only option 

for startups or businesses that need access 

to more working capital. That said, there 

are plenty of great reasons to pursue an 

SBA loan, including:

• Longer repayment terms

• Lower down payments

• Better interest rates

• Flexibility of loan terms

• Access to loan resources
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AN INTRODUCTION TO 

SBA 7(a) 
LOANS 



Businesses eligible for 7(a) loans can use the funds in a variety of ways. The amount of the loan will depend on your application, which 

means it’s important to disclose your intended use of funds on the application, to ensure you’re able to secure enough for your goals. 

Some of the most common uses of SBA 7(a) loans include for startup, operation and refinancing or restructuring current debt. 
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STARTUP, BUSINESS ACQUISITION AND COMMERCIAL REAL ESTATE
Need help getting your business up and running? SBA 7(a) loans are extremely helpful as a source of startup capital. Provided 

you have personal capital to put up alongside them, SBA 7(a) loans are a primary source of funding for many new small 

businesses. Not only that, entrepreneurs can also use SBA-backed funds to purchase an existing small business or for commercial 

real estate. From franchises to local businesses, SBA loans pave the way for small business success, right from the get-go. 

REFINANCING AND RESTRUCTURING
Already have a business that’s up and running… and need access to more working capital to be more successful? SBA 7(a) 

loans are available to businesses seeking to refinance or restructure, as a way to secure more favorable loan and repayment 

terms. If your current loan liabilities are hindering your growth, an SBA loan could give your business the breathing room it 

needs. 

OPERATING LOANS
It costs money to run a business, and many small businesses face cash flow constraints and other operating capital 

restrictions. SBA loans are designed to bridge the gap, bringing flexibility and freedom to operations that give small 

businesses breathing room as they grow. Some of the approved uses of SBA capital include:

• Equipment. Need to purchase equipment that’s vital to your value stream? Asset investments are one of the most 

popular ways to use SBA funds. 

• Inventory. For product-based businesses, inventory is the means to revenue. Use an SBA loan to pay suppliers and 

build inventory, so you can generate sales and profit. 

• Working capital. SBA loans are applicable to the many costs of running a business—everything from payroll to 

property improvements. 

USED FOR? 
WHAT ARE SBA 
7(A) LOANS



While they’re meant to be more accessible than conventional loans and business lines of credit, there are some barriers to eligibility 

for SBA 7(a) loans. The SBA doesn’t approve every application and may turn you away outright if you don’t meet basic eligibility 

criteria. Here’s how to determine if you’re eligible for a 7(a) loan. 

PASS THE SBA ELIGIBILITY TEST (5CS)
The SBA application is one of the first things you’ll fill out in pursuit of a 7(a) loan. It’s an application meant to determine your 

overall eligibility, which the SBA will determine using a series of criteria known as the “5Cs.” Specifically, the SBA will look at  

the following:

YOU MUST OPERATE FOR-PROFIT
Assuming you pass the 5C eligibility test, the SBA will look at your business. Ineligible businesses include those engaged in illegal 

activities, loan packaging, speculation, multi-sales distribution, gambling, investment or lending, or where the owner is on parole. 

Charitable organizations and religious institutions are also disqualified. 

HAVE REASONABLE OWNER EQUITY
The SBA doesn’t just hand out money. Applicants need to put up some level of financial equity to show their commitment to the 

success of the business. While the equity injection range depends on the underwriting institution, the SBA generally favors 20-30% 

personal equity injection by business owners. 

PLAN TO DO BUSINESS WITHIN THE U.S.
SBA support is specifically for businesses operating within the U.S. or its territories. This means you’re only eligible if your business 

resides in the contiguous 48 states, Alaska, Hawaii, Guam, the U.S. Virgin Islands or Puerto Rico. 

PURSUE TRADITIONAL CAPITAL FIRST
SBA 7(a) loans are designed to support small businesses that are unable to secure operating capital through traditional channels. 

It’s important to apply for traditional loans first, before turning to the SBA. The organization will take into account whether you’ve 

tried (and failed) to secure funding through other channels. 
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ARE YOU ELIGIBLE
FOR AN SBA 7(a) LOAN?

CAPITAL.

Two years of stable 

finances and cash 

flow accumulation.

CREDIT.

Specifically, a good 

business (+150) or 

personal (+680) 

credit score.

CAPACITY.

Projections for how 

you’ll use the SBA 

funds and the Return 

On Investment.

CHARACTER.

Your record as an 

upstanding citizen 

or business owner.

COLLATERAL.

What you’re able to 

bring to the table as 

collateral.



The application process for an SBA 7(a) 

loan is complex, but navigable if you 

have the right resources on your side. 

While the SBA itself offers advice on 

how to apply and succeed in securing a 

7(a) loan, it’s often smart to work with 

a financial advisor or consultant with 

experience in application prep. Here are 

the steps standing between you and an 

SBA 7(a) loan.
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HOW 
TO
APPLY 
FOR AN SBA 
7(a) LOAN
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2
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MAKE SURE YOU QUALIFY
First thing’s first: you’ll need to pass qualification standards. These are the 5Cs, 

as administered by the SBA. Assuming the nature of your business meets SBA 

eligibility criteria and you’re able to provide the non-borrowed equity injection and 

collateral needed to secure the loan, you’ll encounter few barriers to submitting a 

formal application.

GATHER APPLICATION DOCUMENTS
If you’ve ever applied for a loan, the application for an SBA 7(a) loan will look 

familiar. Prepare to supply the organization with a wide range of information, 

including but not limited to:

• Borrower personal information • Business tax returns

• Statement of personal history • Business license

• Personal financial statement • 36 months cash flow projections

• Personal income tax returns • Lease agreement (if applicable)

CHOOSE A LENDER
One of the biggest perks to working with a financial advisory partner is 

gaining access to a larger network of lenders. Through a detailed analysis of your 

application and business type, a financial partner will be able to point you in the 

direction of a lender well-suited to underwrite the SBA loan. Not only will this increase 

approval odds, it’ll also expedite the process to get you the funds you need quickly.  

WAIT FOR YOUR APPLICATION TO PROCESS
Once you’ve submitted your application and all the accompanying 

documentation, it’s time to sit back and wait for approval. Wait times vary 

depending on many factors; however, you can expect to hear back from the SBA 

in 30-90 days. For those seeking smaller loans—such as SBA Express Loans—the 

processing time is much shorter (as short as 36 hours). Processing speed also 

depends on the lender. Patience is key during this phase of the process!

FUND DISPERSAL AND REPAYMENT
This process will vary based on the type of loan. However, for 7(a), the 

money is generally dispersed based on the invoices your submit for payment 

(i.e. construction, equipment, etc.).



Small businesses are often considered 

an underserved market in and of 

themselves. That said, there are 

different types of small businesses that 

often need more help than others to 

secure financing. The SBA recognizes 

underserved markets and has special 

initiatives in place to help them access 

capital and resources that spur growth 

and success. 

THE SBA 8(A) PROGRAM
While the 7(a) program helps small businesses and their owners access capital, 

the SBA actually has an entire program committed to ensuring support for small, 

disadvantaged businesses: the 8(a) program. Disadvantaged businesses in the 8(a) 

program can:

• Compete for protected contracts and opportunities

• Get help navigating federal contracting options

• Form joint ventures with established businesses

• Receive business training, marketing assistance and executive development 

WHAT IS AN UNDERSERVED MARKET?
How do you know if you’re part of an underserved market? There are several 

different types recognized by the SBA. See if you align with any of these criteria:

• Import-Export. Companies doing business with entities outside the U.S.

• Rural Businesses. Businesses operating in rural areas of the country. 

• Low-Income Areas. Businesses operating in disadvantaged communities. 

• Minority-Owned. Companies with at least 51% minority ownership.

• Veteran-Owned. Businesses owned and/or operated by veteran 

servicemembers. 

• Women-Owned. Companies with at least 51% female ownership.

 

BENEFITS 
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FOR BUSINESSES 
IN UNDERSERVED 
MARKETS



Most 7(a) loans have a maximum loan amount of $5 million. SBA Express loans 
have a maximum loan amount of $350,000. It’s important to realize that these are 
maximums, and the amount you’re eligible for is likely to be lower. 

SBA-approved lenders typically want to see 20-30% equity injection on the loan—even 
with an SBA Guarantee. Keep in mind that this represents non-borrowed equity 
injection, not the collateral you’ll use to secure the loan. 

The SBA offers financial assistance programs outside of 7(a). Examples include: SBA 
Express Loans, 504 Loans, Microloans, Disaster Loans, Community Advantage Loans, 
Export Working Capital Loans, Export Express Loans and International Trade Loans. 

The amount of the loan guaranteed under the SBA Guarantee varies depending on the 
amount. Traditionally, the SBA will guarantee 85% of the loan up to $150,000 and 75% 
of the loan beyond that amount. 

Ineligible businesses include those engaged in illegal activities, loan packaging, 
speculation, multi-sales distribution, gambling, investment or lending, or where the 
owner is on parole. Tax-exempt businesses are also generally not eligible. 

A franchise purchase falls under the realm of qualified expenses for SBA loans. That 
said, it’s important to make sure your franchiser is on the approved SBA franchisor 
list. This list includes businesses recognized by the SBA as legitimate franchise 
opportunities. 

Yes! There is no limit to the number of times you can apply for an SBA 7(a) loan. If 
you’ve been denied previously, it’s best to consult with a financial advisory firm that 
has expertise specific to SBA loans to increase your chances of approval. 

WHAT’S THE MAXIMUM I CAN 
BORROW THROUGH AN SBA LOAN?

 

HOW MUCH WILL I NEED TO BRING 
TO THE TABLE AS A DOWN PAYMENT?

WHAT OTHER TYPES OF SBA LOANS ARE 
THERE OUTSIDE OF THE 7(a) PROGRAM?

HOW MUCH OF THE LOAN 
DOES THE SBA GUARANTEE?

WHAT TYPES OF BUSINESSES 
ARE INELIGIBLE FOR SBA LOANS?

CAN AN SBA 7(a) LOAN FINANCE 
THE PURCHASE OF A FRANCHISE?

CAN I APPLY FOR AN SBA 
LOAN IF PREVIOUSLY DENIED?

Have questions about SBA 7(a) loans? Below are a few of the most common. 
If you have additional questions, make sure you’re speaking with an expert 
on SBA 7(a) loans.

SBA 7(a) 
FREQUENTLY ASKED

QUESTIONS

WANT TO LEARN MORE ABOUT ROBS? It’s vital to sit down with an experienced financial professional to understand the tax,  
legal and business ramifications of using 7(a) loans to start or run a business—and to stay compliant with the terms of these loans. 

?
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The United States Small Business Administration (SBA)  
is ready to help. SBA 7(a) loans are designed specifically for small businesses, 
meant to provide an infusion of much-needed capital to kickstart growth, success 
and prosperity. Need help applying?

TENET FINANCIAL GROUP IS YOUR SBA 7(A) 
LOAN EXPERT!

Not only are we familiar with the process of applying for SBA loans, we can also 
connect you with optimal lenders and help you establish a plan for how to make 
the most of your funds. We’re even here to help you explore personal financing 
opportunities when it comes to small business financing, such as Rollover as 
Business Start-Ups (ROBS). Let us help you build the business you’ve always 
wanted to own.
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READY TO 
PURSUE
AN SBA 7(a) 
LOAN?

CONTACT US. 

(817) 381-8907

lending@tenetfinancialgroup.com

@TenetFinancial 

@TenetFinancialGroup

linkedin.com/company/ 
tenet-financial-group/


