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Introducing the Working Capital Pilot (WCP) Program

* The WCP is a new pilot loan program that launched on August 1, 2024, and is
available to all SBA lenders as part of the 7(a) Loan Program

* As the first new 7(a) program since 2012, WCP was designed to serve as the
SBA’s premier working capital program, engineered to meet the needs of modern
small businesses

 Offering a new annual fee structure modeled after the Export Working Capital
Program (EWCP), the SBA guaranty fee is assessed in annual increments, allowing
Lenders the ability to tailor the loan to the specific need of their clients

e The WCP will provide 75% guaranteed lines of credit up to $5 million that can
support both domestic and international transactions

* Lenders will be able to use the WCP to issue revolving lines of credit with the
flexibility to structure both asset-based and transaction-based facilities

* WCP is fully supported by the SBA’s team of Export Finance Managers
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7(a) Working Capital Pilot Overview

Loan Guarantee 85% $150,000 or less
75% Greater than $150,000

Loan Maturity Maximum term of 60 months
Lenders may reissue (refinance) WCP loans at any point
during the loan, including at the end of the 60-month term

Processing Non-delegated Authority

Preferred Lender Program (PLP)-WCP Delegated Authority
Base Rates Prime & SOFR +3.0% (New)
Interest Rates WCP follows the interest rate schedule for the 7(a) Program:

$50,000 or less: Cannot exceed base rate + 6.5%
$50,001 - $250,000: Cannot exceed base rate + 6.0%
$250,001 - $350,000: Cannot exceed base rate +4.5%
$350,001 and greater: Cannot exceed base rate + 3.0%
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SBA 7(a) Guaranty Fee Cost Comparison

* This chart outlines the SBA guaranty fee for the CAPLine, EWCP and WCP loan programs based on an average
facility size of $1.4 million (the average size of a CAPLine & EWCP loan) during the sample period

* The CAPLine program utilizes the standard 7(a) guaranty fee (upfront fee), which causes a substantial
increase in the annual guaranty fee in year two

$1,400,000 Line of Credit

CAPLine - 75% Guaranty _

EWCP -90% Guaranty

Product

WCP - 75% Guaranty

$0.00 $5,000.00 $10,000.00 $15,000.00 $20,000.00 $25,000.00 $30,000.00 $35,000.00

EWCP - 90% Guaranty CAPLine - 75% Guaranty

WCP - 75% Guaranty
HYear1l $2,625.00 $3,150.00 $2,625.00
HYear2 $2,887.50 $3,465.00 $34,875.00
$3,465.00 S0

M Year3 $2,887.50

M Yearl HYear2 @Year3 4
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WCP Loan Maturities

* In FY21, the SBA established an annual guaranty fee structure for the Export Working Capital
Program (EWCP)

 Under this new structure, the SBA guaranty fee for the EWCP program is now assessed in annual
increments, avoiding the need to reissue a new loan annually

* The annual guaranty fee is the foundation of the WCP, allowing lenders the means to structure
revolving lines of credit in 12-month increments

e The WCP has a maximum loan term of 60 months which represents the total period for which a
commitment can be issued for

* The Lender may set independent loan maturities (typically on an annual basis) during the loan
term which will coincide with the annual review process

* Lenders may issue a new WCP loan at the end of the 60-month maximum term, or at any other
point during the loan term, as proceeds from the new WCP can be used to pay off the initial
facility

 Standby Letters of Creditissued under a WCP loan must expire before both the loan maturity date
and maximum loan term
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WCP SBA Guaranty Fee (Upfront Collected Fee)

WCP Guaranty Fee have been published

* FY25 WCP Guaranty Fee Structure:
* Loans <51 million with loan term up to 60 months =0% fee

* For WCP Loans >$1 million, the following fee schedule applies if the Lender collects the total
fee at the time of origination:

* Loan term of <12 months = 0.25% of the guaranteed portion
Loan term of 13-24 months =0.525% of the guaranteed portion
Loan term of 24-36 months = 0.80% of the guaranteed portion
Loan term of 36-48 months =1.075% of the guaranteed portion
Loan term of 48-60 months = 1.35% of the guaranteed portion

SBA guarantee fees are subject to change annually

EEEEEEE————————..
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https://www.sba.gov/document/information-notice-5000-859410-7a-working-capital-pilot-fees-fiscal-years-2024-2025
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WCP SBA Guaranty Fee (Annually Collected Fee)

* For WCP Loans >$1 million, the following fee schedule applies if the Lender collects the
guaranty fee in annual increments:

* Initial loan term of <12 months = 0.25% of the guaranteed portion
Extension of loan term for period of 13-24 months =0.275%
Extension of loan term for period of 24-36 months =0.275%
Extension of loan term for period of 36-48 months =0.275%
Extension of loan term for period of 48-60 months =0.275%

* When collecting the SBA Guaranty Fee annually, the lender conducts a servicing actionin E-
Tran to extend the term from one year to the next

* This action will generate an amount owed for the next term of the WCP loan

SBA guarantee fees are subject to change annually
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WCP Fee Information

* Feesthe Lender may charge the Borrower:
 Service and packaging fees
 Extraordinary servicing fee up to 2.0% of the loan amount annually
* Out-of-pocket expenses, including field exam fees
* Field examiners are not considered Agents
» Use of Agents and fees Agents may charge:

» SBA permits a third party to charge an Applicant fees for packaging and other
services

» SBAregulations at 13 CFR Part 103 and SOP 50 10 7.1, govern the activities of
Agents, the disclosure of fees, and SBA’s expectations of 7(a) Lenders in exercising
due diligence and prudent oversight of their third-party vendors, including LSPs,
and other loan agents

| | 8
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https://www.ecfr.gov/current/title-13/chapter-I/part-103?toc=1
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Secured Overnight Funding Rate (SOFR)

The WCP introduces the Secured Overnight Funding Rate (SOFR) as a new base rate

Administered by the Federal Reserve Bank of New York, SOFR is the successor rate to the
London Interbank Offered Rate (LIBOR) and is a broad measure of the cost of borrowing
cash overnight collateralized by Treasury securities

At this time, SOFR is only available for use on WCP loans and the base rate has been
set at SOFR + 3.0%

As an SBA base rate, SOFR follows the 7(a) interest rate schedule meaning that the
maximum interest rate for a loan greater than $350,000 would be SOFR + 6.0%



Secured Overnight Funding Rate (SOFR)

* The SBA recognizes that financial institutions use a range of SOFR products to deliver an
equivalent reference rate, including 30-day term SOFR

* As aresult, SBA allows Lenders to use their established SOFR reference rates

* The amount of interest SBA will pay to a Lender following default of a WCP loan will be
calculated based on the daily SOFR rate as reported by the Federal Reserve Bank of New
York on the first business day of the month in which the WCP loan was approved by SBA
(i.e., the date the loan received and SBA loan number)
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https://www.newyorkfed.org/markets/reference-rates/sofr?ref=ctvc.co
https://www.newyorkfed.org/markets/reference-rates/sofr?ref=ctvc.co

Why Was WCP
Necessary?



Export Working Capital Program (EWCP) Utilization
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Working Capital CAPLine Utilization
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Contract CAPLine Utilization
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120-Day Performance
Summary



*
Working Capital Pilot Program - First 120 Days

Working Capital Pilot (WCP) Working Capital CAPLine Contract CAPLine
Week Loans % Value Average Week Loans Value Average Week Loans £ Value Average
8/5 0 % - 8/5 03 - 8/5 2 5 1,500,000 % 950,000
812 0 % - 8/12 2 5 4,500,000 3 2,250,000 a2 05 -
a8/19 0 % - 8/19 3 % 2,450,000 3% 816,667 8/19 0 5 -
8/26 4 % 4,250,000 % 1,062,500 8/26 4 3 3,054,500 3 763,625 B8/26 1 5 2,200,000 $ 2,200,000
Q2 1 % 330,000 % 330,000 9/2 1 3 1,000,000 % 1,000,000 8/2 0 5 -
=Tje) 0 % - 9/9 2 % 3,000,000 3 1,500,000 9/9 2 % 1,600,000 % 800,000
/16 2 % 3,250,000 % 1,625,000 a/16 2 5 3,000,000 3 1,500,000 8/16 0 35 -
Q/23 3 % 7,500,000 % 2,500,000 /23 4 3 2,416,000 3 604,000 9/23 1 5 1,600,000 $ 1,600,000
9/30 2 % 3,624,000 % 1,812,000 a/30 3 % 1,300,000 % 433,333 9/30 0 5 -
10/7 3 % 3,350,000 § 1,116,667 1077 0 3 - 1047 2 % 950,000 % 475,000
10/14 0 % - 10/14 2 5 450,000 % 225,000 10/14 0 5 -
10/21 0 % - 10/21 3 % 1,700,000 % 566,667 10/21 0 5 -
10/28 1 % 3,000,000 % 3,000,000 10/28 1 3 120,000 % 120,000 10/28 2 % 2,600,000
11/4 0 11/4 4 3 2,100,000 3 525,000 11/4 0 5 -
11/11 1 % 1,000,000 % 1,000,000 11/11 5 5 2,550,000 3 910,000 11/11 05 -
11/18 5 % 5,200,000 % 1,040,000 11/18 03 - 11/18 1 5 2,000,000
11/25 1 % 4,000,000 % 4,000,000 11/25 1 3% 750,000 % 750,000 11/25 0 5 -
23 % 35,504,000 3 1,543,652 37 % 28,390,500 % 767,311 11 § 12,850,000 3 1,168,182
Largest Loan: ¥ 5,000,000 Largest Loan: g 3,000,000 Largest Loan: $ 2,200,000
smallest Loan: 3 250,000 Smallest Loan: 5 20,000 Smallest Loan: $ 150,000
Median Loan Amount; ¥ 1,000,000 Median Loan Amount: 5 750,000 Median Loan Amount: $ 1,200,000
Unique Lenders: 14 Unigue Lenders: 33 Unigue Lenders: 9
Loans Per Lender: 1.64 :1 Loans Per Lender: 1.12 :1 Loans Per Lender: 1.22 :1
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Working Capital Pilot Program - First 120 Days

Loan Date
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SBA Working Capital Portfolio - As of 11/30/24

Export Working Capital Program (EWCP)

Working Capital CAPLine

Contract CAPLine

Working Capital Pilot (WCP)
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Sample Size Active Loans FY21-FY25 Active Loans FY20-FY25 Active Loans FY20-FY25 Active Loans 8/1/24 - 11/30/24
Total Dollar $256,200,000 $569,698,400 $105,101,600 $35,504,000

Total Loans 120 543 77 23

Total Lenders 48 214 38 14

Loans Per Lender 2.50 2.54 2.03 1.64

Largest Loan $5,000,000 $5,000,000 $5,000,000 $5,000,000

Smallest Loan $300,000 $10,000 $25,000 $250,000

Median $1,500,000 $800,000 $1,000,000 $1,000,000

Average $2,135,000 $1,049,168 $1,364,956 $1,543,652
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Transaction-Based WCP
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WCP Delivery Methods: Transaction-Based

Transaction-Based Loan:

* Aline of credit that can support a single or multiple transactions during the term of the loan

* ATransaction-Based WCP may be established on a revolving or non-revolving basis based on
the needs of the business

* Monitored pre-shipment financing allows a business to purchase materials, components, or
other related expenses necessary to start a project

* Lender establishes a cash collateral account in the name of the Borrower to monitor for
payment, applying all receipts against the outstanding principal balance

]
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Key Benefits of Transaction-Based Lending

For the Lender

* Transaction-based allows lenders to extend capital at an earlier point than they would
using traditional lines of credit

« Transaction-based lending allows lenders to advance in support of upcoming projects or
orders before any asset or billing is created

For the Borrower

* Ability to access working capital to fund the direct costs (materials and labor) related to a
project or order

» Cansupportsignificant increases in working capital needs that are not otherwise supported
by existing assets

A



Pay Down

Invoice
Payment

Finished
Good
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Transaction-Based WCP: Line Cycle

Purchase

Order
WCP Advanced

Inventory
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Transaction-Based WCP: WCP Loan #3 August 2024

This example highlights two of the challenges facing a small business engaged in a large contract
that the Transaction-Based WCP can help solve:

1. Theneed toaccess funding before billing revenue is received
2. Asmall business contract that has a large concentration on a single contract

Business Need:

A masonry contractor has won the bid to perform the brick work on a stadium renovation and
expansion. Their current line of creditis not large enough to support early part of the project which
is also the most capital intensive due to the need to purchase the materials and supplies before
construction begins

Loan Solution:

The Lender structured a Transaction-Based WCP line of credit, to fund the initial materials
purchases and labor related to the project. The Lender who issued the WCP is active with the

CAPLine program but found the fee for an 18-month commitment to be too expensive for the

borrower.

)



Asset-Based WCP




Key Benefits of Asset-Based Lending

For the Lender

 Asset-based loans allow Lenders to extend working capital against a pool of assets while monitoring
using a Borrowing Base Certificate to ensure the loan always remainsin margin

» With the support of a BBC to monitor the facility, the Lender can issue larger lines of credit with
increased advance rates on accounts receivable and inventory

For the Borrower

 Asset-based loans allow the borrower to obtain a greater amount working capital than what is
typically available under an open revolving facility

» Asset-based loans provide the flexibility to meet the current and future needs of a business

* An ABL loan allows borrowers to monetize their otherwise illiquid assets (account receivables and
inventory) to help fund upcoming purchases and overhead expenses

5} ———————————————————————————————————
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WCP Delivery Methods - Asset-Based

Asset-Based Loan (ABL):

* ABL loans are revolving lines of credit supported by a Borrowing Base Certificate (BBC) which
measures the collateral position, accounts receivable and inventory, of the loan

* ABL loans are typically committed for 12 months and then renewed or re-issued annually

« The Lender must obtain updated financial statements on the Borrower annually and perform
a full credit analysis annually, coinciding with any applicable renewal
* The SBA guaranty on the WCP helps lenders support enhanced advance rates:
* Domestic Accounts Receivable:
 Maximum advance rate is 85%, 90% if insured
* Foreign Accounts Receivable:
* Maximum advance rate is 90% if insured or backed by a letter of credit
* Lenders may advance 70% on open account foreign accounts receivable (capped at 15% of the line)
* |nventory:

* Maximum advance rate is 60%

)
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Asset-Based WCP: WCP Loan #19 November 2024

This example highlights two of the challenges facing a growing service firm that the Asset-Based
WCP can help solve:

1. Growing concentrations among the Borrower’s two largest customers
2. Aconventional facility that restricted individual buyers and suppressed availability

Business Need:

A service company has a growing concentration with their two largest customers which now represent more
than 50% of their outstanding accounts receivable. The company has had a $1.5 million conventional asset-
based line in place that can no longer support their growing business. The previous lender was willing to
increase the line but would not raise the cap on their largest customers.

Loan Solution:

The Lender structured an Asset-Based WCP line of credit, to help support the growth with the Borrower’s
largest customers, allowing a new lender to offer a $2.5 million facility with increased concentration caps. To
mitigate the risks associated with the concentrations, the Lender implemented daily monitoring of the line
with a cash collateral account. Based on the concentration and size of the line, annual field exams provide
insight into those relationships as well.

EEEEEEEEE————————.



Training Opportunities
& Contact Information
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Office of International Trade Contact Information

Patrick Hayes
Export Finance Director, East

Daniel Pische

National Director of Trade Finance

Office of International Trade Office of International Trade

U.S. Small Business Administration
(216) 287-2736

patrick.hayes@sba.gov

U.S. Small Business Administration
(202) 321-5666
daniel.pische@sba.gov

Gayle Roenbaugh
Export Finance Director, West

Office of International Trade

U.S. Small Business Administration
(312) 886-0409
gayle.roenbaugh@sba.gov

)



mailto:daniel.pische@sba.gov

National Network of WCP Subject Matter Experts

ATLANTA
serving Alabama, Georgia, Kentucky, Tennessee
David.Leonard@sba.gov 404-730-2706

CALIFORNIA - IRVINE
Martin.Selander@sba.gov 949-660-8935

LOS ANGELES
Pellson.Lau@sba.gov 213-894-8267

SAN FRANCISCO
serving Northern California
Michael.Fazio@sba.gov 202-322-3352

CHARLOTTE
serving North Carolina, South Carolina
Temporarily Vacant, Contact Atlanta

CHICAGO
serving northern Illinois, Wisconsin, lowa

Keith.Schlegel@sba.gov 312-353-4540

serving southern lllinois, Missouri, Kansas, Nebraska

Urusla.Wegrzynowicz@sba.gov 773-505-3733

West Director

Gayle.Roenbaugh@sba.gov 312-886-0409

CLEVELAND
East Director

Patrick.H v 216-522-4731

Temporarily Vacant. Contact, Houston 30 '

DENVER
serving Colorado, Montana, Utah, Wyoming
Patricia.Brewer@sba.gov 202-798-7521

DETROIT
serving Michigan, Indiana, Northern Ohio
Romualdo.Ancog@sba.gov 313-226-3038

MIAMI
serving Florida, Puerto Rico, Virgin Islands
Sandro.Murtas@sba.gov 727-464-7177

HARTFORD

serving Connecticut, Maine, Massachusetts, New
Hampshire, Rhode Island, Vermont
Joseph.Raycraft@sba.gov 860-241-5573

HOUSTON
serving Texas, Oklahoma, New Mexico
Jeremy.Foreman@sba.gov 202-868-0461

MINNEAPOLIS
serving Minnesota, North Dakota, South Dakota

Carlos.Sosa@sba.gov 504-377-5086

NEW ORLEANS
serving Louisiana, Arkansas, Mississippi

NEW YORK CITY
serving New York, New Jersey
Abigail.Martinez@sba.gov 202-631-0992

PITTSBURGH
serving Pennsylvania, Delaware, south & central Ohio
Edward.Schick@sba.gov 202-941-1191

PORTLAND

serving Oregon, SW Washington, southern Idaho, northern

Nevada, Hawaii & Guam

James.Newton@sba.gov 503.326.5498

SEATTLE
serving Washington, Alaska, northern Idaho
John.Brislin@sba.gov 202-798-7531

Washington, DC
serving Virginia, Maryland, District of Columbia, West

Virginia

Miguel.Penaloza@sba.gov 202-297-5126

ﬁ
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Working Capital Training & Support

December 2024

Wednesday, December 4, 2024, at 3:00 PM Eastern — WCP Overview Training
January 2025

Wednesday, January 8, 2025, at 3:00 PM Eastern — WCP Transaction Based Training
February 2025

Wednesday, February 5, 2025, at 3:00 PM Eastern — WCP ABL Training

Additional training videos can be found on the 7(a) Training on Demand page.

Questions on the WCP can be emailed to 7aWCP @sba.gov.

[=

Registration for the events is now open
and can be found on the OIT LinkedIn page



https://www.linkedin.com/showcase/u.s.-small-business-administration-office-of-international-trade/?viewAsMember=true
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