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Obama small-business plan: boost or bust?
By JAN NORMAN
The Orange County Register
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Orange County small-business owners weigh the
relevance of federal help
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The Obama Administration and Congress have announced economic recavery help for the nation's small
husinesses, which account for about halfthe LS. gross domestic praduct and half the private jobs.

Howeever, these efforts - targeting mostly the federal guaranteed loan program - miss all but a sliver of the
nation's 27 million small businesses, Orange County business owners and national advacacy groups say

Simply put, few small businesses want or can
qualify for loans right now. But even in good
times, relatively few ofthem use loan
guarantees from the U.5. Small Business
Adminisiration.

COrange County, for example, has abhout 94 000
companies with emplovees that qualify as small
businesses. In 2007, 1,654 businesses took out
SBA loans totaling $450.6 million. In 2008, the
numhber of loans inthe SBA's Santa Ana district
dropped 35 percent and in the first faur months
ofthis fiscal year, the number plunged 66
percent.

Even so, only about 10 percent of cammereial
loans to U.S. small businesses have SBA
guarantees, according to the Mational
Association of Government Guaranteed
Lenders

Bud Reed of S| Manufacturing gives Joan Earhart, SBA
Manager for Business Community Capital, a tour of the
building hewaz able to purchaze with an SBA (oan.
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SBA®but | also feel we need to broaden its
scope o create a sister arganization for
companies that are a hit bigger or need different
types of funds"

The federal plans to help small businesses
toward econamic recovery include:

» Lastfall's economic stimulus package
included 730 million to reduce fees and
increase the amount of the guarantee for SBA
Inans in order to reduce the risk for lenders.
Previouslythe amoaount of a loan thatthe SBA
guaranteed ranged from 50 percentto 85
percent depending on the size and type of loan.
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For more information

Although the LS. Small Business Administration
guarantees loans, they are actually made through
private lenders.

 List of lenders active in Santa Ana District

* SBAs Santa Ans Districtweb site

= President Obama's recent plan has $15 billion
1o huy SBA loans in the secondary marketin
order to free up hank money to make mare
loans

= Ohama's plan will waive the fees on SBA loans
in 2009 and increase the guarantee to as much
as 90 percent.

= ltalso expands the tax deductions for capital
spending

= Ohama's proposed 2010 budget would also
lower capital gains taxes for investments held
maore than five years. However, itwould also
restore the estate tax that has killed some
family-owned businesses, raise income taxes
on many small-husiness owners and increase

¢ SCORE Orange County chapter offers has business LElghealiticareiandiene tiicasis

counseling

 Orange County Small Business Development Center
provides help

* Women's Business Institute assists female entrepreneurs
 Cal State Fulleton's Small Business Institute

"While the lending measures may help on the
margins, entrepreneurs would feel much mare
confident and appreciated if their political
leaders in Washington were not proposing
agsorted measures to increase their taxes and
restrict operations through costly regulations,
=aid Karen Kerrigan, president of the Small
Business & Enfrepreneurship Council, an
advocacy group.
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Many Orange County business owners echo
Mike Aversa of Aversa Antiques in Yorba Linda,
who said, "Frankly, we are not at all interested in
horrowing any money from anywhere. We are
trying to maintain a debt-free operation. Given
the status ofthe econamy, | dontwant to owe
monev to anvhody.”

o 0.C sufcompanies give to save oceans

« 0.C. Biz'Wrap: half-off BMW, housing, holidays
* Malls extend hours for Black Friday

Most business owners need 1o closely walch the
revenues and resources they do have, rather than apply for a loan, said Judee Slack, owner of SlackTax
Inc., a Fountain valley bookkeeping and tax preparation service.

"The government wants ta throw money at businesses with the hopes that eventhing will get better" she
added. "Without adequate planning and a good husiness plan, how do business owners think they will
repay this debt? Didn't the housing rmarket fiasco teach us anything

Stewart of Mational Services Group said, "The stimulus package has not made it easier for us to finance our
aperations, and this year is much tougher in that regard "

The hanks aren'tin any hetter position to make the federal proposals effective, said Joan Earhart, head of
SBA lending at Fullerton Community Bank who raised the issue with President Obama during his recent
Crange County Town Hall

"It's fantastic that the White House increases the loan guarantees and reduces fees, but banks still have two
problems," she said

First, many srall businesses had poor financial performance inthe pastyear, so they are less creditworthy,
Earhart said. "Ifwe make that loan to a borrower with less than stellar credit, we get our hands slapped by
the regulatars.”

Second, about halfthe banks that participate in the SBA loan prograrm sell their loans inthe secondary
market, which has been frozen for rmonths. Even ifthe federal government buys $15 billion of these loans, it
probably won't pay the typical premium, which has made these loans attractive for investors and banks, she
said.

Mot that banks have a lot of loans to sell into the secondary market

"ie have had very little loan demand," Earhart said. "People are afraid. Every day is 911, Butwe have seen
atremendous increase in phone calls from business owners) inthe past 30 days "

Cne loan her bank did make recently was to SI Manufacturing in Anaheim to buy anather building. Co-owner
Bud Reed said three other banks were interested in the deal but couldn't make the loans because ofthe
regulatory restrictions.

“| dont think the (administration’s small-business plan) helped us at all," he said.

Cara Good, chief executive of Wundermarx,a public relations firm in Tustin, thinks the government efforts
will help her huginese. "l haven't even bothered talking seriously with a bank hecause most bankers
averlook the incredible earning power of small businesses. (Buf) small husinesses usually run so lean that
having access to capital can mean the difference hetween stagnation and growth. Small-business owners
like me rely on loans to get us through times of cash crunches ™

The government propogals have been a boon to some companies, said Greg Arbues of Client Advocate
Hetwork in Santa Ana, which helps business clients find capital. His company has $30 million in

commitments from lenders that had heen waiting for the federal stimulus program.

"This will open the capital gates for @the companies that have been able to stop the red ink and manage to
break even," he said."Mo one is going to lend moaney to a company that is losing money with no game plan
to getback in the black. The stimulus plan is not going to help them”

Hilary kaye, president of HKA Inc., another Tustin public relations firm, thinks small businesses would et
greater stimulus from tax incentives for creating jobs rather than loans.

"The unemployment rate and the fear and anxiety that go with it in the business world are potentially crippling
to husinesses," said Kaye, who has recently hired two new employvees. "Ifthe govemmentwould actually
encourage hiring, mayhe more employers would not be so fearful of doing this."
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