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FOREWARD

The pastyear has marked one of the most pivotal chapters in the history
of the SBA 7(a) Loan Program. A new Administration, a sweeping
overhaul of the SOP, and a rapidly shifting lending environment have
ushered in a period of change and complexity. In moments like these,
the need for forward-thinking, adaptive leadership has never been more
critical.

Launched just four years ago, NAGGL’s Future Lending Leaders (FLL)
program was created with this very purpose: to develop and equip the
next generation of 7(a) leaders who will carry the program into the future
with integrity, innovation, and insight.

The twelve rising leaders that make up the FLL Class of 2025 have
embraced the uncertainty, shown remarkable resilience, and leaned
into growth, both professionally and personally. Through mentorship,
peer learning, and deep industry engagement, they’ve emerged not only
more capable, but more connected to their colleagues and to the
mission of 7(a) lending.

As we present the fourth edition of the 7(a) Industry Review, we’re proud
to share a series of thoughtful and timely articles written by this year’s
Future Lending Leaders. These editorials offer firsthand perspectives on
today’s SBA landscape and reflect the unique experiences and
convictions of those who will help shape what comes next for the 7(a)
industry.

To the Class of 2025: Your voice matters. Your contributions are already
making a difference. And the future of the 7(a) Program is brighter
because of your leadership.

Aoyl

Tony Wilkinson | President & CEO | NAGGL
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Role Models in SBA Lending
Robin Studniski | Stearns Bank

What do you imagine when you think of a stereotypical banker
from days gone by? We can allimagine this character, whether
it's cruel Mr. Potter from “It’s a Wonderful Life,” painfully
serious Mr. Dawes from “Mary Poppins,” or manipulative
Miranda Priestly from “The Devil Wears Prada.” While the
characters change, one thing has stayed the same: they
appear stern, gruff and unapproachable. Today’s lenders
have emerged from the greedy self-centered villains to true
partners and advocates for their customers and mentors for
those exploring a banking career. Nowhere is this more
evident than in the SBA lending space.

We all have role models, whether in sports, our careers or in
academics. Role models represent a vision we can see for
ourselves and something we aspire to be. Mentors that have
some shared experiences can be very impactful. For
example, if a military veteran is thinking about opening or
purchasing a small business, and the SBA department
employs a former service member, the applicant will feel a
sense of being understood in an otherwise daunting process.
This can be true for women, minorities, retirees, young
professionals, etc. A mentor saw my passion for connecting
with people and my genuine desire to help others. That
mentor encouraged me to bring my life experiences, talents
and strong work ethic to the bank space.

The skills and experience that were identified in me and |
brought to the bank have turned into a meaningful and
fulfilling career thus far. The opportunity to work with business
owners, advocate for them and provide them the capital
resources they need to move their business forward is a
privilege. Some of my favorite customer stories include
helping young entrepreneurs through the lending process and
building lasting relationships with similar industry leaders.
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The greatest connections have come from feeling that shared
connection or conviction for the cause and being genuine.

As humans we are attracted to people that we like, trust, and
that understand our unique needs and experiences. Those
attributes come from seeing ourselves as capable and
enabled to take the seat. It is important that our viewpoints
and nurturing instincts are shared. This is an opportunity for
continued growth and learning for both the mentor and
mentee.

When business owners bring their passion and conviction for
their business to a lender to seek capital to expand, feeling
connected to the decision makers can be a catalyst for
making things happen. The connection can come from shared
values, shared experiences or even shared milestones in life.
The ability for business owners to relate to any banker is there;
however, the opportunity to connect on a deeper level can
come when talking with a banker that has a common bond
with that applicant.

As a society we've come a long way long way to making
progress on breaking down barriers for the underserved in
banking and lending. Today | have the opportunity to be a
leader within a bank that embraces the vision to connect with
not only customers but with management, peers and
inexperienced/new staff. It’s a privilege for me to be part of a
team that not only focuses on bottom line production but
finds value in reaching out to those that might not feel
comfortable forming lasting and meaningful relationships
that will strengthen our economy through experienced
lenders and successful entrepreneurs. Nowhere is this more
evident thanin SBA lending and the impact these connections
have in our lending community and in the success of small
business entrepreneurs.
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5 Game-Changing Ways SBA Lenders Can

Elevate the Borrower Experience
Ryan Chan | Five Star Bank

Small businesses are the backbone of the U.S. economy, and
SBA loans provide these businesses with crucial access to
capital. However, the SBA lending process can often feel
overwhelming for applicants due to complex paperwork,
lengthy approval times, and strict compliance requirements.
This frustration affects both applicants and lenders, but it
doesn’t necessarily have to be that way. By prioritizing the
client experience, lenders can streamline operations, build
stronger relationships, and set themselves apart in a
competitive market. Here are five game-changing strategies
to enhance the SBA client experience:

1. Simplifying the Application Process

One of the biggest challenges faced by SBA clients is the
complexity of the loan application process. Many business
owners, especially first-time borrowers, find the requirements
overwhelming. Lenders can improve this experience by
providing clear, step-by-step guidance through direct
communication and follow-up emails. Offering an easy-to-
follow checklist tailored to different business needs can help
applicants stay organized and avoid unnecessary delays.
Since not all applicants have experience allowing for
government guaranteed financing, lenders should be
prepared to offer additional support.

Leveraging digital tools can further streamline the application
process by enabling electronic document collection and
signatures, reducing paperwork, and minimizing back-and-
forth communication. A well-structured application process
not only improves borrower satisfaction but also results in
fewer errors, faster approvals, and a more efficient workflow
for lenders.
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2. Communicate Proactively and Clearly- Even When
It’s Difficult

Lack of clear communication is one of the most common
frustrations among small business owners seeking SBA
financing, often leading to confusion and delays. To create a
better experience, lenders must set clear expectations on
loan timelines, approval steps, and potential challenges from
the start. Providing regular updates via email, phone, or text
messages will help ensure timely information at every stage of
the process.

Effective communication is especially critical when
unexpected issues arise, such as requests for additional
documentation, underwriting concerns, or SBA processing
delays. Even when delivering difficult news, transparency
about the reasons and next steps helps applicants feel more
in control and builds trust in the lending relationship.

3. Reducing Processing Times with Technology

Time is money, and small business owners rely on quick
access to capital to seize opportunities, manage cash flow,
and sustain growth. Long processing times can create
significant obstacles, potentially causing borrowers to miss
out on key business opportunities. Lenders can accelerate
approval timelines by using technology to streamline the
underwriting process and can track their loan status, upload
required documents, and receive automated notifications
can improve efficiency and reduce frustration. Additionally,
artificial intelligence (“Al”) and machine learning are
transforming the lending industry by identifying
inconsistencies in applications and flagging potential risks,
allowing for a smoother and faster approval process. As
technology evolves, embracing digital innovations will be key
to staying competitive and meeting (or exceeding) client
expectations.
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4. Offering Personalized Support and Guidance

SBA borrowers often need more than just a loan— they need
information and strategic guidance. Lenders who take on an
advisory role provide immense value by educating borrowers
on different SBA loan options to help them select the best fit.
Many business owners are unaware of the full range of SBA
products available, so having an informed lender to guide
them through the process is invaluable.

Beyond the loan, lenders can continue to provide support
through financial health checkups and guidance on cash flow
management. This collaborative approach positions lenders
as trusted financial partners rather than just a transactional
provider, fostering long-term relationships that can extend
beyond a single loan transaction.

5. Strengthening Post-Funding Support and
Relationship Management

The borrower experience should not end once the loan is
funded. Many small business owners continue to face
financial challenges, expansion opportunities, and
unexpected hurdles, long after receiving their SBA financing.
Lenders should maintain engagement by checking in
periodically to discuss business performance, financial
health, and any new financing needs. SBA does require
regular portfolio monitoring, so why not use this opportunity
to reinforce the client relationship.

Regular communication helps lender identify early warning
signs of potential financial difficulties, allowing for proactive
solutions to be explored and implemented before issues
escalate. Keeping borrowers informed about changes in SBA
programs, new financing options, and best practices, ensures
that borrowers remain compliant and aware of additional
opportunities. Strengthening post-funding support ultimately
benefits both the borrower and the lender, creating a mutually
beneficial, long-term financial relationship.
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Conclusion: SBA Lending is a Partnership, Not Just a
Transaction

SBA lending is more than just making loans—it’s about
building partnerships that support small business success.
Lenders who prioritize the borrower experience by
streamlining  processes, improving communication,
leveraging technology, and providing ongoing support will
cultivate long-term relationships and stand out in a
competitive market.

Enhancing the borrower experience isn’t just about making
the process easier; it’s about empowering small businesses
to thrive. And when small businesses succeed, communities
grow, jobs are created, and the entire economy benefits. SBA
lenders have the opportunity to be more than just a funding
source—they can be the cornerstone of small business
success.
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SBA 7(a) Small Loans
Kiril Dimov | BayFirst National Bank

The Small Business Administration (SBA) loan program is
celebrating over 70 years of service to America’s small
businesses. SBA was founded under the 1953 Small
Business Act to “aid, counsel, assist and protect, insofar
asis possible, the interests of small business concerns.”
' SBA’s creation was a direct emphasis on the needs of
small businesses, with additional focus geared towards
victims of natural disasters and assisting small
businesses obtain government contracts. Additionally,
SBA provides outreach to women, minorities and armed
forces veterans. While the maximum loan size that a
lender can provide to an applicant is $5,000,000, many
of the small businesses seeking financing are
candidates for SBA’s 7(a) Small Loan product.

SBA defines 7(a) Small Loans as loans that are $350,000
or less and exclude Standard 7(a) loans, SBA Express,
Export Express, CAPLines, Export Working Capital
Program (EWCP) and Pilot Loans.? The average loan size
has varied in the last several years. For fiscal year 2019,
77.19% of 7(a) loans were $500,000 or less and 51.91%
were $150,000 or less. These percentages decreased
over the next two years as the average loan size
increased but the majority of 7(a) loans remained below

! Celebrating 70 years of service to America's small businesses |

U.S. Small Business Administration
2S0P 50 10 8, page 403
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$500,000. Infiscal year 2021, 62.90% of 7(a) loans were
$500,000 or below. The small loans percentages
increased over the last 3 years and for fiscal year 2024,
79.99% of 7(a) loans were $500,000 and less and 54.16%
were $150,000 and less.® While these numbers indicate
that the smallest businesses are being provided with
financing, the documentation requirements can hinder
small businesses from obtaining needed financing.

Where should a lender start? For all SBA 7(a) loans, the
lender must begin with the “Core Requirements for all
7(a) and 504 Loans” found in Section “A” of SOP 50 10.4
7(a) core requirements include guidance on primary
applicant eligibility, special transaction structures, uses
of proceeds, ethics, fees, and agents, and other eligibility
factors such as guaranties, insurance, tax transcript
environmental and historic properties requirements.

The 7(a) Small loan program guidance does allow
lenders some flexibility to streamline the process. One
significant benefit is that SBA provides a maximum
guaranty percentage of 85% for 7(a) Small loans of
$150,000 or less. Additionally, all 7(a) Small loan
applications must begin with a screening for a FICO
Small Business Scoring Service Score (SBSS Score).
Utilizing the SBSS Score can streamline the underwriting
process and reduce some of the processing time.

® NAGGL Annual Conference, 11/1/2024 - Opening General
Session, John Miller, SBA - Office of Capital Access
4SOP 5010 8, pages 13-109
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Because of the costs associated with utilizing the SBSS
Score, the lender should refrain from using the SBSS
Score multiple times for the same loan application and
should never use the SBSS Score as a tool for
underwriting a loan that will be processed
conventionally without an SBA guaranty.

If the applicant does not meet the SBSS Score, then the
lender must process the application under the same
requirements as a Standard 7(a) loan. However, if the
applicant does meet the acceptable SBSS Score, then
the SBSS Score will satisfy the requirement to consider
the following:

1. Credit history of the applicant

2. The strength of the business

3. Past, present, projected cash flow and future
prospects, and

4. The applicant’s ability to repay the loan with earnings
from the business, subject to the following additional
analysis that must be documented in the lender’s
credit memorandum:

a. Brief description and history of the business
and management team of the applicant
business

b. Explanation of necessity of working capital if
the loan is greater than $50,000 and 50% or
more of the loan proceeds are used for
working capital

c. Owner/guarantor analysis, including
obtaining personal financial statements,
consistent with the lender’s policies and
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procedures for their similarly sized nhon-SBA
guaranteed commercial loans

d. Reason as to why credit is not available
elsewhere

e. Adescription of the collateral and the value

f. Necessity for life insurance, if needed, per the
lender’s requirement for their small
conventional loans

g. Any other specific topics such as judgments,
liens, pending litigation, debt refinance,
affiliation, seller financing and standby
agreements, and franchise®

The challenge of time and effort in the documentation
and processing of a 7(a) Small loan for a lender is
tangible. However, having a higher guaranty percentage
for loans of $150,000 or less, and the utilization of the
SBSS Score can help streamline the process and allow
lenders the flexibility to provide access to capital to
these businesses that rely on the SBA loan program.
Keys to success are always starting with the core
requirements outlined in SOP 50 10 and creating robust
internal written policies so that lenders have clearly
detailed guidance for areas that SBA continues to allow
lenders to follow their own procedures.

$SOP 50 10 8 — pages 1638-170
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Is it Time for Professional SBA Help?
Isaac Peloquin | Cooperative Business Services, LLC

SBA permits lending institutions to use a Lender Service
Provider (LSP) to assist with the critical tasks of their
Small Business Administration (SBA) portfolios. A Lender
Service Provider is defined as an agent who carries out
lender functions in originating, disbursing, servicing, or
liguidating a specific SBA business loan or loan portfolio
for compensation from the lender.® An LSP provides an
opportunity to create efficiencies in the lending process.
What should be considered when determiningifitis time
for your organization to engage one of these agents?

An LSP should never be used to substitute or replace the
lender’s responsibility in any area of SBA lending. SOP
50 10 directly clarifies that a lender must have a
continuing ability to evaluate, process, close, service,
liquidate and litigate small business loans (13 CFR §
120.410). A lender may contract with a third-party
Lender Service Provider to assist with one or more of
these functions. However, the lender itself, not the LSP,
must be able to demonstrate that it exercises day-to-day
responsibility for evaluating, processing, closing,
disbursing, servicing, liquidating, and litigating its SBA
portfolio. SBA determines whether an agent is an LSP on
a loan-by-loan basis. If an agent meets the definition of
an LSP, a formal agreement between the agent and
lenderis required and must be reviewed and approved by
SBA.”

5 SOP 50 10 8 Page 407
7P 5010 8 Page 71
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When considering if an LSP engagement is right for a
specific lender, a few points should be considered.
Some of those considerations may include:

e Isthere a perceived gap in a specific SBA function
related to staffing deficiencies or need for
assistance during a buildout of a department or
rollout of a new SBA product?

e Is there a need that may arise during the initial
staffing phase of a newly created SBA department or
on an as needed basis for a well-established SBA
shop?

e |Is there a specific area, such as servicing or
liguidation, where the lender lacks experienced
staff where an LSP can augment the functions of
that department? In these situations, the lender
must still adhere to SBA’s requirement that the
lender is able to demonstrate day-to-day
responsibility for all aspects relating to SBA
program requirements.

Once an appropriate need is identified and the lender
wishes to use the services of an LSP, the lender must
prepare an LSPA (Lender Service Provider Agreement)
package for SBA’s approval. This package will contain an
LSPA cover letter, the LSPA checklist, Risk Management
Certification, and an executed copy of the Lender
Service Provider Agreement.

SBA expects lenders to exercise due diligence and
prudent oversight of the third-party vendors, including an
LSP, and must have written policies and procedures
governing these relationships.® The lender, not the LSP,

® SOP 50 56 page 18
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must maintain all loan files, related documents and
records under their direct control.  Additionally, the
lender continues to have full responsibility for the
conduct of its associates, which again, includes any LSP
that the lender contracts with. This responsibility
includes reporting any suspected or known fraud.

A consideration that must not be overlooked is the cost
of services provided to the lender. It is imperative to note
that the lender may not pass the cost of an LSP to the
applicant and/or borrower. Often an LSP will offer a
projection-based costanalysis during the proposal stage
of discussions to assist in analyzing the lender’s return
on investment. These projections are highly variable and
will be directly related to the loan volume and number of
services provided by the prospective LSP.

While there are considerations relating to engaging an
LSP for assistance with the SBA process, there are also
significant possible benefits. The most common benefits
include:

e Specific area of focus such as legal or closing
compliance

e Enhanced customer experience from an
expected improved process flow

e Accesstotechnology and automated tools which
otherwise may not be financially feasible for
small to medium size lending operations

In summary, the decision to engage an LSP is a serious
consideration for any lending institution. While
outsourcing may reduce staffing costs, the decision to
engage a third-party provider should arise from a clear
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need. Only after thorough vetting, as the lender would do
with any vendor, should a lender proceed. Reaching out
to peers as well as the lender’s SBA Lender Relations
Specialist can be an effective method in the vetting
process of a specific LSP. With proper planning, receipt
of SBA’s prior approval, and implementation, a lender
and LSP relationship can be a beneficial venture that
improves quality of service for both the lender and the
applicant/borrower.
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Sailing Through Business
Acquisition Best Practices

Alexander Griffin | Security National Bank of Texas

Ahoy! Welcome aboard our journey through the ebbs and
flows of SBA business acquisitions. In 2025 more than 11,200°
Americans will turn 85 every day. Until the end of 2027, the
retirement age group will increase at a greater rate than any
other. Coined the “Silver Tsunami'®,” many of the retirees’
small businesses will change hands via the SBA 7(a) product.
Let’s dive in and discuss three main credit pillars lenders

should focus on when navigating changes of ownership.

Just like on the open ocean, the experience of a top tier
applicant to be the captain makes for smoother sailing. A top-
tier applicant in an acquisition is a manager, employee or
partial owner already working at the company. In the endeavor
to mitigate risk, nothing beats an insider who already knows
where the skeletons are buried. Additionally, an existing
employee already has relationships with the existing staff,
strengthening a tie with a small businesses’ most vital
resource - its employees.

The second-tier applicant is an individual or group of owners
with five or more years of direct industry experience. While
maybe not a perfect fit, the individual{s) arguably has
expertise in the most important area —the ins and outs of the
industry. Ideally, the client will have had a consistent tenure at
one or two companies as opposed to someone who changes

% How Many People Are Retiring Every Year forthe Next 4 Years?
(Yahoo Finance)- April 24, 2024
" The New Silver Tsunami (Forbes) November 28, 2020
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employment within an industry every one to two years.
Holding a management role at a similar company further
elevates this tiered applicant.

The third and final tier of experience is less than five years
direct industry experience or relatable indirect industry
experience. This tier deserves an elevated level of scrutiny
from lenders. A key factor to examine involves previous
leadership roles. Questions to ask are how many employees
are managed and what are the quantitative results of the
team? Another area to focus on is their sector knowledge
which should be addressed in a robust business plan. Paying
special attention to the borrower’s business plan evidences
the lengths of due diligence a prospective borrower has
performed. Other questions a credit department should ask
include: how will this applicant integrate with the company’s
employees? What changes, if any, does the client intend to
make and what is the timeline? Does the owner’s skill set truly
fit for this respective business?

While the captain of the ship is critical to its success, the ship
itself needs to be in good condition to ensure a voyage’s
successful outcome. Healthy cash flow is the resin that holds
our metaphorical ship together. When considering cash flow
metrics, a prudent lender could require businesses to exhibit
1.50x DSCR after an owner’s draw for the past two reporting
periods prior to entertaining the deal. While SBA only requires
a 1.15x DSCR"', the additional cash flow cushion provides a
margin of error for the new owners. Unfortunately, not all
small business sellers disclose the flaws in their business
during a sale. As risk mitigation is essential to the lender’s

11 SOP 5010 8. pages 131-132
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longevity in the SBA program, lenders want to ensure the
applicant’s success as best as possible. Reducing SBA’s
exposure is a vital way a bank can protect an applicant from
business transaction risk.

Oftentimes in business acquisitions, sellers will have
addbacks for non-business expenses called seller’s
discretionary earnings (SDE). These addbacks can give a
lender additional comfort on a deal and can vastly improve a
prospect’s cash flow. It is important to exhibit professional
skepticism when analyzing these addbacks; each lender has
different criteria when determining what to include as a true
addback to cash flow. It is prudent to have an audit trail which
documents and corroborates addbacks. This provides
additional assurance from a credit perspective that seller’s
claims can be validated.

Industry trends are always a critical factor for the success of
the new owner. From a macro perspective, is the industry
growing or shrinking? Especially pertinent in 2025, is
international trade a material aspect of your client’s
business? If the business is in a shrinking industry, what will
the applicant do to diversify the business? In a growing
industry, how will the business continue to stay relevant and
ahead of its competitors? Is there any new technology on the
horizon that would render the business irrelevant in the next
ten years, before the loan is repaid? In a rising cost
environment, is the business able to pass additional costs on
to the consumer or will they have to absorb the costincrease
themself?

Itis equally important to understand the microenvironmentin
which the business operates in. What is the relevance of the
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business’s product or service in its given market? Does the
business’s revenue stream compare favorably with its
demographic pool? How many new competitors have entered
the market and what geographically constitutes the market?

Any captain will tell say resources are vital to the voyage. Just
like a compass and map, a borrower’s post transaction
liguidity, collateral, and guarantors enable an individual to
successfully navigate his acquisition. Post-transaction
liguidity is an imperative aspect of any business acquisition.
While a lender may consider including permanent working
capital in its transaction, a borrower should have reserves for
a rainy day. Specifically, they should have excess funds to
cover both unforeseen personal expenses and business
expenses. When working capital is unfeasible, borrowers
frequently seek investment from minority owners to
supplement post-transaction liquidity concerns.

Outside collateral provides additional credit risk mitigation for
the lender. Protecting the SBA’s dollars should always be at
the forefront of the lender’s mind. In business acquisitions,
residential, commercial, and rental property collateral
provides lenders with the additional comfort to finance deals
with more “blue sky going-concern value” or goodwill.

Lastly, global cash flow or guarantors provide a pivotal
mitigant to credit risk. As prudent lenders, consider an
affiliate’s cash flow when lending on a transaction.
Oftentimes these entities provide a significant boost to a
prospect’s overall viability or, conversely, drain the owner’s
cash reserves. When necessary, lenders should require these
entities to provide a corporate guaranty to strengthen the
credit request and likelihood of repayment. While a dose of
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optimism is healthy, skepticism and realism should take
precedence when securing any guaranteed SBA loan facility.

As we enter porton our voyage, let us reflect on the three main
credit pillars to consider in change-of-ownership
transactions. First, the borrower’s experience and time in the
industry provide a strong indicator of success. Next, the
subject business, its employees, cash flow, and operating
environment are crucial data points to consider. Lastly, the
personal resources of the applicant, including post
transaction liquidity, outside collateral, and global cash flow,
aid in securing the transaction should it hit bumpy waters. By
taking calculated, rational steps towards risk mitigation,
lenders can enable their clients to acquire and grow these
vital small businesses.

Future Lending Leaders | 7{a) Industry Review - Edition IV 26



Validating Projections
Leland Willis | United Community

Are you still using a crystal ball for projection analysis? The
SBA guaranty could be in jeopardy if SBA determines the
projections were not properly “validated”.

SBA requires detailed projections, with supporting
assumptions for any new business or when historical cash
flow of an existing business is insufficient to cover the
proforma debt service in the last full fiscal year and the most
recent interim period.'? Projections are also required for new
lines of business or a separate division. Lenders may also
require projections that are consistent with their internal
policies and procedures and primary regulator requirements.

Lenders must do more than merely a box checking exercise.
Analysis of the projections and validation of the assumptions
is required to determine the reasonableness of the
information provided.

The first step in the process is fact finding by asking the
applicant probing questions.

e Where did the borrower get their financial
information?

e Did it come from personal experience? Is this
experience good or bad?

e Did the projections come from a Franchisor, seller,
broker, CPA or some other entity? If so, are those
sources gualified and trustworthy?

e How involved was the borrower in the creation of the
projections?

e |s the applicant financially savvy and able to create
forward-looking financial statements?

2S0P 50 10 8; page 131
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e Did some other entity create the projections for the
borrower?

e Whatisthe applicant’s experience?

e Whatis the applicant’s interest in the deal and is there
a potential conflict of interest?

The next step is to unpack the borrower’s business plan. This
will assist the lender with a feel for what the project is in the
client’s own words. Itis important to know what expectations
are and be able to gauge their competency. Look for signs of
artificial intelligence (Al) being used. While the use of Al is not
necessarily a negative, it may not provide the same level of
insight into the borrower that could be gleaned before this
type of technology was utilized.

On the face of it, projections are worthless if no one has
analyzed if the assumptions are reasonable. The lender’s
approval document should address key assumptions and why
they appear to be reasonable and attainable. For example:

e Are the projected revenues appropriate for the
business and industry?

e |s year over year revenue growth realistic?

¢ Are the operating and profit margins generally in
line for a business in that industry?

s Have the variable and fixed expenses been
identified?

¢ Variable expenses can be critical to a new line of
business as an unforeseen risk

e Have fixed expenses, which are always present
regardless of revenue production, properly
accountfor?

¢ Have expenses been understated which can drain
cash from the business?

This type of analysis is a high-level test before digging deeper
into the individual expense categories. Often new owners and
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