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NoCo SBA loan activity: Fewer loans, higher total
By Molly Armbrister

Eldon James Corp. is expanding operations in both Fort Collins and Loveland and creating jobs, thanks to a $1.8 million Small Business Administration loan, one of 14 SBA loans made by Verus Bank of Commerce in fiscal 2011.
Verus is leading the pack in Larimer County as far as SBA 7(a) loans are concerned, lending $8.2 million, part of the $59 million in SBA loans made by banks in Larimer and Weld counties combined in 2011.

That’s a significant increase from the $43.5 million in loans made in fiscal 2010, but the number of loans this year has fallen to 139 from 156 in 2010, according to the Colorado SBA district office. 

The reason behind this is simple, according to Verus Chairman Gerard Nalezny. The limit for SBA loans increased from $2 million to $5 million per borrower, allowing banks to make fewer loans for more money, due to legislation included in the Small Business Jobs Act of 2010.

The permanent increase is another attempt by the government to get more capital into the hands of small businesses in an effort to create jobs and get the economy back on its feet.

The tactic seems to be working, at least in the case of Eldon James. 

Eldon James has created five manufacturing jobs this year, and it anticipates another five to 10 will be created in 2012, according to President Marcia Coulson. The company manufactures tubing and fitting connections for a variety of industries, including medical and automotive. 
SBA loans are preferable to conventional loans for her business because they offer lower interest rates and smaller down payments, Coulson said.

According to the Small Business Administration, the higher loan amounts now allowed applies to both types of SBA lending, 7(a) and 504.
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The 7(a) loans are used for business acquisition and working capital, while 504 loans are used for real estate acquisition, according to Nalezny.  

When the SBA’s report was published last year, Verus Bank of Commerce had not yet been formed. The institution was born out of the merger of three local banks: Fort Collins Commerce Bank, Loveland Bank of Commerce and Larimer Bank of Commerce. The three banks together made nine SBA loans in fiscal 2010 for a total of $3.9 million. 

The banks consolidated into Verus Bank of Commerce in February.

Some of Verus’s 2011 growth in SBA lending can be attributed to its receipt of $9.7 million in Small Business Lending Fund dollars in July. The federal government awarded those dollars to Verus and other banks in hopes of encouraging more SBA lending.

Larimer County businesses aren’t the only ones benefiting from the increased loan limit. 

In Weld County, the market leader in SBA lending in 2011 was Advantage Bank, making five loans for $5.2 million, up from its 2010 total of two loans for $1.2 million.

The SBA loans made by Advantage were all for business expansions by existing customers, according to Tom Chinnock, CEO of Advantage Bank.
Statewide, the change in the loan limit led to record SBA loan approval volume, with $620 million in loans made in Colorado, compared with $471.8 million in 2010. A total of 1,173 7(a) loans were made to Colorado small businesses in 2011, compared with 1,203 in 2010. 

Colorado SBA District Director Greg Lopez said the increase in lending is the result of a combination of factors. The legislation plays a role, but so does the SBA’s recent efforts to educate banks on SBA loans, according to Lopez.

“Many banks are finding that having an SBA product in their portfolios is beneficial to their balance sheet,” Lopez said. There has been resistance to SBA lending in the past because the interest rate cap placed on the loans makes them less profitable, he added. 

The cap is set at 2.25 percent, Lopez said. 

