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DELTA isajoint effort of the U.S. Business Administration and the
Department of Defense (DoD) to provide financial and technical assistance
to defense-dependent small firms adversely affected by defense reductions.
The godl of the program isto help these businesses diversify into the
commercia market while remaining part of the defense industrial base.

Reductions affecting businesses may be the result of any number of actions,
such as cuts in defense spending, termination or cancellation of a defense
contract, discontinuation of an approved weapon system, merger or
consolidation of the operations of a defense contractor, or the closure or
realignment of amilitary installation.

Using funds transferred from DoD under a memorandum of understanding,
the SBA will guarantee loans made by its participating lenders to qualified,
defense-dependent small businesses. These loans will be made through the
SBA’sexisting 7(a) and 504 programs, under recent modifications covering
defense economic transition loans. In addition, many DELTA clients will
require technical and management assistance to make the transition to the
commercia market. The SBA will provide this support through its
resources partners, other federal agencies, and other technical and
management assistance providers.

To be digible for this program, a firm must-

- Meet the requirements of the 7(a) or 504 program;
Be defense-dependent, i.e., asmall business that derived a substantia
amount of its prior year’s revenue from DoD contracts, defense-related
Department of Energy contracts, or subcontracts in support of defense-
related prime contracts,; and
Meet at |least one of the program’ s three policy objectives.

Each DELTA loan must achieve at least one of the following policy

objectives:

- Job retention - retain defense workers (employees of the contractor)
whose employment would otherwise be permanently or temporarily
terminated due to defense reduction
Job creation - create job opportunities and new economic activity in
communities adversely affected by defense reductions
Plant retooling and expansion - modernize or expand the applicant’s
plant to enable it to remain in the nation’ s technical and industrial base
and available to DoD
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The maximum DELTA loan under the 7(a) Program is $1.25 million; under
the 504 Program, the SBA can guarantee up to $1 million. Both programs
may be used, but the maximum amount for any combination of loansis
$1.25 million.

DELTA loans may not be typical 7(a) or 504 loans and may require special
handling because of the complicated credit analyses. While they may have
significant collateral, DELTA applicants may not be able to show the
ability to repay based on past operations because of their state of transition.
New revisionsin the Small Business Act alow the SBA to resolve
reasonable doubts in favor of the DELTA applicant.

L oan proceeds may be used for -
- working capital
acquisition of equipment
raw materials or inventory
capital improvements which may include renovation, leasehold
improvements, expansion or replacement of the applicant’s plant.

Maturities, fees and interest rates are the same as for other 7(a) or 504
loans. Under 7(a), maturity isusually five to 10 years for working capital
and up to 25 years for fixed assets. Both fixed and variable interest rates
are available. Rates are pegged at no more than 2.25 percent over the
lowest prime rate for loans with maturities of less than seven years and up
to 2.75 percent over prime for loans of seven years of longer. For loans
under $50,000, rates may be dightly higher. A guaranty fee of 2 percent
on aloan with amaturity greater than one year is paid by the lender and
may be passed on to the borrower. On loans with maturities of under one
year, the feeisjust 0.25 percent.

Under 504, interest rates on SBA-guaranteed debentures are pegged an
increment above the current market rate for 5-year and 10-year U.S.
Treasury issues. Maturities of 10 and 20 years are available. Feestotal
approximately 3 percent of the debenture.

The SBA will coordinate technical and management assistance through its
small business development centers, the Service Corps of Retired
Executives, other federal agencies and other providers. These resources
will help applicants to prepare arealistic business plan and |oan package, as
well as help them to make the transition to commercial markets. Types of
assistance will include basic technical assessments, product devel opment,
manufacturing process redesign, marketing, exporting, and employee
retraining, among others. Additional assistance is available to businessesin
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Cdifornia, Connecticut, Florida, Michigan, Missouri, New Y ork, Ohio,
South Carolina and southern Texas through special defense economic
transition grants made to small business devel opment centers.

Existing loan applications and procedures used for 7(a) and 504 programs
are used for DELTA Loans. Loanswill then be processed through special
DELTA processing centers around the country. While DELTA processing
centers are located in areas with high concentrations of defense-dependent
industry, the program is available to firms from any part of the United
States, its territories and possessions. For more information on how to
apply for DELTA assistance, contact your SBA district office.

Since DELTA isapilot program, some of its requirements could change
over time. To learn more about the DELTA Program and to be sure your
information is up-to-date, contact your local SBA district office. The SBA
has offices |ocated throughout the United States. For the one nearest you,
look under “U.S. Government” in your telephone directory, or call the
SBA Answer Desk at (800) 8-ASK-SBA. To send afax to the SBA, dia
(202) 205-7064. For the hearing impaired, the TDD number is (202) 205-
7333.

To access the agency’ s electronic public information services, you may call
the following:

SBA OnLine

electric bulletin board - modem and computer required

(800) 697-4636 (limited access)

(900) 463-4636 (full access)

(202) 401-9600 (D.C. metro only)

Internet:

using uniform resource locators (URLYS)
SBA Home Page:
http://www.sbaonline.sba.gov/

SBA gopher:
gopher://gopher.sbaonline.sba.gov/

File transfer protocol:
ftp://ftp.sbaonline.sba.gov/

Telnet:

telnet://sbaonline.sba.gov/

Y ou also may request afree copy of the Resource Director for Small
Business Management, a listing of for-sale publications and videotapes,
from your local SBA office or the SBA Answer Desk.

All of the SBA’s programs and services are provided to the public on a
nondiscriminatory basis.



