SMALL BUSINESS FINANCING FORUM
November 18, 2009

Today’s Small Business Financing Forum marks another step in the Obama Administration’s commitment
to ensuring small businesses can play a crucial role in leading job growth and recovery. As they search
for the best ideas and strategies to bring to the President, Treasury Secretary Tim Geithner and Small
Business Administrator Karen Mills will build on the measures the Obama Administration has already
taken to help small businesses expand through increased access to credit and new tax cuts as part of the
American Recovery and Reinvestment Act.

Obama Administration’s Actions to Support Small Business

I. Improving Access to Credit

e Increasing SBA Weekly Loan Volume by More Than 75 Percent Through Higher
Loan Guarantees, Fee Eliminations and Efforts to Unfreeze the Secondary Market
e Putting in Place New Reporting Requirements for Small Business Lending
e Setting Out New Steps to Further Increase Lending to Small Businesses Through
Larger SBA Loan Sizes and Low-Cost Capital to Community Banks and CDFls
Il. Cutting Taxes for Small Businesses
e Extension of Enhanced Small Business Expensing
e Five-Year Carryback of Net Operating Losses
e  Exclusion of Small Business Capital Gains
e Estimated Tax Payment Relief
1ll. Supporting Small Businesses Through Contracting Programs

e 26.7 Percent of Recovery Act Contracts Have Gone To Small Businesses

I. Administration Efforts to Improve Access to Credit
e Since the Transition, Treasury and SBA Have Worked Together to Increase Access to Credit for

Small Businesses:

O Recovery Act Provisions Raised Loan Guarantees and Reduced Fees for SBA Programs:
As part of the Recovery Act, the Administration increased the maximum guarantee on
7(a) loans to 90 percent and temporarily eliminated borrower fees for the 7(a) program
and both borrower and lender fees for 504 loans.
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0 Treasury Worked With SBA to Introduce Programs to Unlock Secondary Markets: On
March 16, Treasury and SBA announced a new initiative to make direct purchases of
securities backed by 7(a) loans on the secondary market. In response to concerns that
TALF as originally designed would not have any impact on SBA secondary markets,
Treasury and SBA also worked with the Federal Reserve to improve the terms under the
program for securities backed by SBA-guaranteed loans.

O Additional SBA Efforts to Improve Access to Credit: SBA has taken other efforts to
increase access to credit, including:

= Expanding 7(a) Loan Eligibility to More Than 70,000 Businesses Through
Alternate Size Standards

= Supporting $30 Million in Inventory Financing for Auto, RV and Boat
Dealerships Under a New Dealer Floor Plan Financing Pilot Program

= Approving More Than 4,000 ARC Loans Totaling $130 Million to Viable
Businesses

SBA Weekly Loan Volume Is Up More Than 75 Percent Since the Beginning of the Year:
Compared to the beginning of the year — before the Recovery Act provisions were implemented
and the secondary market initiative was announced — average weekly SBA loan volume for the
7(a) and 504 programs is up 79 percent. Since February, more than 900 lenders have made SBA
loans that had not done so since 2007.

Secondary Markets Have Recovered: In January 2009, the total volume of loans settled from
lenders to broker-dealers on the secondary market for SBA loans had fallen to just $85.9 million.
From May to October, however, the average monthly volume settled to broker-dealers was
$344 million — above pre-crisis levels. Market participants have publicly cited the TALF program
— which has financed more than $1 billion in purchases of SBA securities — and the
announcement of a secondary market purchase program under the Financial Stability Plan as
helping to unfreeze the markets, providing lenders with the promise of increased liquidity if they
make new loans.

New Reporting Requirements for Small Business Lending: Since June, Treasury’s monthly

lending survey, which tracks the 22 largest institutions receiving TARP funds, has included data
on small business lending, allowing the Administration to better monitor the impact of the
Financial Stability Plan on small businesses. In addition, Treasury is working with the bank
supervisors to require all banks to report their small business lending in their quarterly call
reports, rather than simply once a year, beginning in the first quarter of 2010.

Treasury and SBA Have Announced Steps to Go Further:

0 New Programs Under the Financial Stability Plan to Increase Small Business Lending:
Last month, the President announced two new programs under the Financial Stability
Plan designed to increase access to credit for small businesses. These programs —for
which Treasury is preparing final terms — will support institutions that do a
disproportionate share of their lending to small businesses through:

= Aninitiative that provides lower-cost capital to community banks that submit a
plan to increase small business lending



=  Aprogram to support Community Development Financial Institutions lending to
small businesses in the hardest-hit rural and urban communities

0 Increasing the Cap on SBA Loans: The Administration has called for increasing the
maximum size of 7(a) loans to $5 million and increasing the maximum 504 loan
guarantee from $2 million to $5 million for standard borrowers and $4 million to $5.5
million for manufacturers. Increasing the maximum SBA loan size will allow more small
businesses to get the credit they need to grow their businesses and hire additional
workers.

Il. Cutting Taxes for Small Businesses

In its efforts to support an economic recovery, the Administration has enacted tax cuts for small
businesses, providing them with a boost to their cash flow that can help them support an economic
recovery:

Extension of Enhanced Small Business Expensing: The Recovery Act allows small businesses to
immediately write off up to $250,000 of qualified investment in 2009, providing an immediate
tax incentive to invest and create jobs. This provision is estimated to cut small business taxes by
more than $1 billion in 2009 and 2010.

Five-Year Carryback of Net Operating Losses: The Recovery Act allows small businesses to carry
back 2008 net operating losses (NOLs) for up to five years, as opposed to two years under prior
law. This longer carry back period gives small businesses that experienced losses in 2008 the
ability to get immediate refunds of income taxes they paid in earlier years and is estimated to
give back $4.7 billion to small businesses in 2009. The unemployment insurance bill signed by
the President on November 6 extended this provision by a year as part of a broader expansion
of the provision to more businesses.

Exclusion of Small Business Capital Gains: The Recovery Act encourages investment in small
businesses by excluding from taxation 75 percent of the capital gains for investors in small
businesses that hold their investments for five years. The President’s Budget proposes to
completely eliminate the capital gains tax on this small business stock.

Estimated Tax Payment Relief: The Recovery Act provides immediate tax relief for small
businesses by reducing their liability for estimated tax payment by about $275 million in 2009.

IIl. Supporting Small Businesses Through Contracting Programs

Recovery Act Contracts Are Getting Into The Hands Of Small Businesses: SBA is responsible for
ensuring that 23 percent of all federal government contracts go to small businesses. As of
November 9, 2009, 26.7 percent of federal agency Recovery Act contracting dollars have gone
into the hands of small businesses.

The SBA Is Taking Steps To Support Disadvantaged Small Businesses In Government
Contracting: Vice President Biden, SBA and the Department of Commerce are co-leading a
Stakeholder Outreach Initiative to promote Recovery Act contracting outreach for small and
disadvantaged businesses.
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