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personal guaranty requIreinents.

¢)  The application cannot be structured as an EPC/OC. (13 CFR
120.111(a)(6)) (SBA regulations require each 20% or more owner of the
EPC and each 20% or more owner of the OC to guarantee the loan, and
the regulation does not provide for an exception.)

C. Appraisal and Business Valuation Requirements

The regulations governing appraisal requirements are set forth at 13 CFR 120.160(b):

1. Commercial Real Estate

SBA requires a real estate appraisal if the SBA-guaranteed loan is greater than
$250.000 AND is collateralized by comumercial real property.

A lender should follow its own regulator’s requirements for real estate
appraisals for loans of $250.000 or less.

a)  The appraiser must be:

(1) independent and have no appearance of a conflict of interest (such as
a direct or indirect financial or other interest in the property or
transaction): and

(2) either State-licensed or State-certified with the following exception:
when the commercial property’s estimated value is over $1,000,000,
the appraiser must be State-certified.

In order for the appraiser to identify the scope of work appropriately. the
appraisal must be requested by and prepared for the lender. The cost may
be passed on to the Small Business Applicant.
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Excerpt from SBA Policy October 1, 2009

Il. APPRAISAL REQUIREMENTS

The regulations governing appraisal requirements are set forth at 13 CFR
120.160(b).
A. Commercial Real Estate

1. SBA requires a real estate appraisal if the estimated value of the Project
Property is:

a) Greater than $250,000; or

b) $250,000 or less, if such appraisal is necessary for appropriate evaluation
of creditworthiness.

2. The appraiser must be: a) Independent and have no appearance of a conflict of
interest (such as a direct or indirect financial or other interest in the property or
transaction); and b) Either State-licensed or State-certified with the following
exception: when the Project P r o p e estimai@d value is over $1,000,000, the
appraiser must be State-certified. (The SBA supports appraiser independence!)
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IIl. APPRAISAL REQUIREMENTS

The regulations governing appraisal requirements are set forth at 13 CFR
120.160(b).
A. Commercial Real Estate

1. SBA requires a real estate appraisal if the estimated value of the Project
Property is:

a) Greater than $250,000; or

b) $250,000 or less, if such appraisal is necessary for appropriate evaluation
of creditworthiness.

2. The appraiser must be: a) Independent and have no appearance of a conflict of
interest (such as a direct or indirect financial or other interest in the property or
transaction); and b) Either State-licensed or State-certified with the following
exception: when the Project P r o p e estimai@d value is over $1,000,000, the
appraiser must be State-certified. (The SBA supports appraiser independence!) -
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3. The appraisal report must be prepared in compliance with Uniform
Standards of Professional Appraisal Practice (USPAP) and use one of the
following options:

a) A selfi contained appraisal report; or

b) A summary appraisal report.

(SBA requires compliance with USPAP)

4. In order for the appraiser to identify the scope of work appropriately, the
appraisal report must be requested by and prepared for the CDC. It is
acceptable to SBA if the appraisal is addressed to both the Third Party Lender
and the CDC or SBA. If there is an existing appraisal and it is not addressed to
the CDC or SBA, the CDC should contact the appraiser to determine if the
appraisal can be extended to the CDC or SBA. If not, the CDC must obtain a
new appraisal or a review of the existing appraisal. The cost may be passed

on to the borrower.
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