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§120.345

(b) SBA does not limit the amount of
extraordinary servicing fees, as ref-
erenced in §120.221(b), under the EWCP.

(c) SBA does not prescribe the inter-
est rates for the EWCP, but will mon-
itor these rates for reasonableness.

INTERNATIONAL TRADE LOANS

§120.345 Policy.

Section 7(a)(16) of the Act authorizes
SBA to guarantee loans to small busi-
nesses that are:

(a) Engaged or preparing to engage in
international trade; or

(b) Adversely affected by import
competition.

§120.346 Eligibility.

(a) An applicant must establish that:

(1) The loan proceeds will signifi-
cantly expand an existing export mar-
ket or develop new export markets; or

(2) The applicant business is ad-
versely affected by import competi-
tion; and

(3) The loan will improve the appli-
cant’s competitive position.

(b) The applicant must have a busi-
ness plan reasonably supporting its
projected export sales.

[61 FR 3235, Jan. 31, 1996, as amended at 76
FR 63546, Oct. 12, 2011]

§120.347 Use of proceeds.

The Borrower may use loan proceeds
to acquire, construct, renovate, mod-
ernize, improve, or expand facilities
and equipment to be used in the United
States to produce goods or services in-
volved in international trade, and to
develop and penetrate foreign markets.
The Borrower may also use proceeds in
the refinancing of existing indebted-
ness that is not structured with reason-
able terms and conditions, including
any debt that qualifies for refinancing
under 7(a) Loan Program Require-
ments, and to provide working capital.

[61 FR 3235, Jan. 31, 1996, as amended at 76
FR 63546, Oct. 12, 2011]

§120.348 Amount of guarantee.

The maximum loan amount for any
one International Trade (IT) loan is
$5,000,000. IT loans may receive a max-
imum guaranty of 90 percent or
$4,500,000, except that the maximum
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guaranty amount for any working cap-
ital component of an IT loan is limited
to $4,000,000. To the extent that the
Borrower has a separate EWCP loan or
any other 7(a) loan for working capital,
the guaranty amount for the other
loan is counted against the $4,000,000
guaranty limit for the IT loan.

[76 FR 63546, Oct. 12, 2011]

§120.349 Collateral.

Each IT loan must be secured either
by a first lien position or first mort-
gage on the property or equipment fi-
nanced by the IT loan or on other as-
sets of the Borrower, except that an IT
loan may be secured by a second lien
position on the property or equipment
financed by the IT loan or on other as-
sets of the Borrower, if the SBA deter-
mines the second lien position provides
adequate assurance of the payment of
the IT loan.

[76 FR 63546, Oct. 12, 2011]
QUALIFIED EMPLOYEE TRUSTS (ESOP)

§120.350 Policy.

Section 7(a)(15) of the Act authorizes
SBA to guarantee a loan to a qualified
employee trust (‘““ESOP”’) to:

(a) Help finance the growth of its em-
ployer’s small business; or

(b) Purchase ownership or voting
control of the employer.

§120.351 Definitions.

All terms specific to ESOPs have the
same definition for purposes of this
section as in the Internal Revenue
Service (IRS) Code (title 26 of the
United States Code) or regulations (26
CFR chapter I).

§120.352 Use of proceeds.

Loan proceeds may be used for two
purposes.

(a) Qualified employer securities. A
qualified employee trust may relend
loan proceeds to the employer by pur-
chasing qualified employer securities.
The small business concern may use
these funds for any general 7(a) pur-
pose.

(b) Control of employer. A qualified
employee trust may use loan proceeds
to purchase a controlling interest (51
percent) in the employer. Ownership
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