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State Small Business Credit Initiative

Collateral Enhancement Program
Ohio Capital Access Program
Targeted Investment Program



Background

• What is the State Small Business Credit Initiative?
– Created by Small Business Jobs Act of 2010
– Administered by the U.S. Department of the Treasury
– Ohio applied for and received its $55.138 million allocation

• Collateral Enhancement Program $35 million
• Ohio Capital Access Program $5 million
• Targeted Investment Program $15 million

www.SSBCI.development.ohio.gov



Collateral Enhancement Program (CEP)
and Ohio Capital Access Program (OCAP)

Lenders
• State depositories
• Not operating under a supervisory enforcement 
• No principal of the Lender has been convicted of 

a sex offense against a minor 

www.tos.ohio.gov/depositorybanks



Collateral Enhancement Program (CEP)
and Ohio Capital Access Program (OCAP)

• Description
• Program Mechanics
• Eligibility Criteria
• Application/Enrollment Process
• Reporting
• Claims
• Program Benefits



CEP – Description

CEP supplies pledged cash collateral accounts to lending 
institutions to enhance collateral coverage of individual 
small business loans. 
The program is designed to target situations or industries, 
like manufacturing, in which there is a collateral shortfall.



CEP Program Mechanics –
How does the Cash Collateral Deposit work? 

• CEP opens money market account as pledged 
collateral on behalf of the Borrower

• Each loan has its own Cash Collateral Deposit Account
• Reduced proportionately with the principal reduction of 

the loan on an annual basis
• Used to offset losses a Lender incurs after a loan 

default and liquidation



CEP Program Mechanics

• Loan Limits
– $5 million maximum fixed assets and working capital
– $100,000 minimum working capital

• Cash Collateral Deposit Limits
– $500,000 fixed asset
– $250,000 working capital

• Cash Collateral Deposit Percentage
– Up to 30% of loan amount
– Up to 50% of loan amount for businesses in a HubZone or a 

certified minority-owned business



CEP Program Mechanics 
Real Estate Purchase Example
Purchase Price $1,000,000 

Borrower's Equity
(10%)

$100,000 

Financing Needed $900,000 

Appraised Value $787,500 

Bank Loan underwriting value
(80% of appraised value)

$630,000 

Collateral Shortfall
(Financing needed minus Bank Loan underwriting value)

$270,000 

CEP Percent/Amount of Collateral Deposit                                30% $270,000

Bank Loan with CEP $900,000 



CEP Program Mechanics 
Line of Credit Example

Borrower's Accounts Receivable $500,000 

Bank Advance Rate 60%

Accounts Receivable Available as Collateral $300,000 

Bank Desired Advance Rate on Accounts Receivable 80%

Desired Accounts Receivable Available as Collateral $400,000 

Accounts Receivable Shortfall from Bank Desired Advance Rate $100,000 

CEP Amount Available for Collateral Shortfall (25% of Proposed Line) $100,000 

Proposed Line of Credit $400,000 



CEP Program Mechanics

• Loan Terms and Conditions:
• Loan length

– Maximum term for a real estate loan is 15 years
– Maximum term for equipment loans is seven years
– Maximum term for short-term working capital loan is 

one year and can be renewed for no more than two 
additional years: can apply again for one year and 
two renewals

• Interest rate
– Determined by Lender



CEP Program Mechanics

• Borrower Requirements
– Pays 2% of the Cash Collateral Deposit at closing
– 10% equity in the project
– Minimum 1.2:1 debt coverage ratio
– Pays other Lender application and closing costs
– Job creation or retention ($50,000 CEP deposit for 1 FTE job)



CEP – Eligible Use of Proceeds

• Real estate purchase, renovations
• Equipment (new or used)
• Working capital
• Leasehold improvements 
• Inventory 
• Rolling stock
• Refinancing of another lenders debt
• Start-up costs
• Franchise financing
• Other business purposes



CEP – Ineligible Use of Proceeds

• Refinancing current Lender’s existing debt
• Placing under the protection of the CEP prior debt that is not 

covered under the CEP and that is or was owed by the borrower to 
the Lender or to an affiliate of the Lender 

• Effecting a partial change of business ownership
• Reimbursement of funds owed to any owner
• Repaying delinquent state or federal withholding taxes 
• Financing a non-business purpose
• Enhancing the unguaranteed portion of an SBA or other federally 

guaranteed loan
• Loans that cannot demonstrate a collateral shortfall or have no 

collateral
• Loans where the Lender has less than 20% risk exposure



CEP – Eligible Businesses

• Corporations, partnerships, LLCs, and sole proprietorships
• Fewer than 250 employees
• Job creation or retention
• Revenues equal to or less than $10 million 
• Ohio Businesses
• New or existing businesses



CEP – Ineligible Businesses
• Mining
• Agriculture
• Real Estate Investment
• Speculative activities
• Lending or leasing activities
• Pyramid sales
• Illegal activities
• Gambling activities
• Charitable institutions
• Religious institutions
• Consumer and marketing

• Churches  
• Other nonprofits
• Principal convicted of sex offense

against a minor
• Businesses whose principal is an 

executive officer, director, or principal 
shareholder of the lender; or a member of 
the immediate family of an executive 
officer, director, or principal shareholder of 
the lender; or a related interest of an such 
executive officer, director, principal 
shareholder, or member of the immediate 
family



CEP – Application Process

1) Borrower applies to Lender
2) Lender performs analysis and determines the need for CEP 

assistance
3) Lender completes the CEP Lender Application and has Borrower 

complete the CEP Borrower Certification Form
4) Lender submits the CEP Lender Application along with the loan 

write-up, appraisal, and CEP Borrower Certification Form to the 
Ohio Department of Development



CEP – Application Process

5) The Ohio Department of Development reviews application for CEP 
eligibility, and if eligible, approves

6) The Ohio Department of Development provides approvals within 
five to seven business days 

7) The Ohio Department of Development will send a letter of 
approval, CEP closing instructions, and Cash Collateral Deposit 
Agreement to the Lender



CEP – Closing Process

1) Lender opens money market account
2) Lender sends account opening documents to the Ohio 

Department of Development for signatures
3) Lender also sends bank routing number and money market 

account number on its letterhead to the Ohio Department of 
Development

4) After the loan closes, Lender sends the signed Cash Collateral 
Deposit Agreement (signed by Lender and Borrower) and 
Borrower’s 2% fee to the Ohio Department of Development

5) The Ohio Department of Development sends Cash Collateral to 
money market account



CEP – Reporting

Annual Reporting
• Outstanding principal balance 
• Delinquency or charge-off 
• Any additional credit facilities to borrower
• Cash Collateral Deposit Account balance

Annual Account Reduction
• The Ohio Department of Development requests a Cash Collateral 
Deposit Account reduction based on Lender’s reporting of the loans 
outstanding principal balance



CEP – Annual Account Reduction 
Example

Loan amount: $900,000 Term: 15 year amortization
Rate: 5% fixed CEP: 30%

Beginning Year 1 Year 2 Year 3 Year 4 Year 5 …..

Principal balance Dec. 31 $900,000.00 $858,655.34 $815,195.41 $769,511.99 $721,491.32 $671,013.82 ….

Cash Collateral Deposit Acccount 
(CCDA)                                                    
(30% of principal) $270,000.00 $257,596.60 $244,558.62 $230,853.60 $216,447.40 $201,304.15 ….

Amount Returned to ODOD 
(Jan. 1 CCDA balance minus Dec. 31 CCDA balance) $12,403.40 $13,037.98 $13,705.03 $14,406.20 $15,143.25 ….



CEP – Claims
1) Exhaust legal remedies
2) Submit a claim form to the Ohio Department of Development 

within 120 days of Lender determining loan balance is 
uncollectable

– Collection efforts
– Court documents
– Bankruptcy discharge
– Account history

3) The Ohio Department of Development will review and approve 
claim

4) Lender applies the Cash Collateral Deposit to outstanding 
principal balance to the loan



CEP – Program Benefits

• Cash collateral on deposit
• Simple application process
• Assists businesses
• Covers collateral shortfall
• Lender underwrites loan
• Cash Collateral Deposit approved prior to Lender loan 

commitment
• CEP approvals within five to seven business days
• Low Lender administrative effort

Q & A



Ohio Capital Access Program (OCAP) –
Description

• Loan portfolio insurance program 
• Assists small businesses to obtain credit for growth
• Since 2002, the OCAP has enrolled more than 840 loans 
• Lender and Borrower contributes 3% to 6% of a loan into a Reserve 

Fund, held by the Lender
• OCAP also sends a state contribution to the Reserve Fund 
• OCAP reserve fund is available to cover losses on any loan in the 

Lender’s OCAP portfolio 



How Does the OCAP Work?

• Reserve Fund established at a Lender
• Reserve Fund receives Contribution Fees (premiums) 

from Lender and Borrower
• Reserve Fund receives deposit from OCAP
• Reserve Fund is available to cover loan losses



OCAP – Reserve Contribution Fees

• Borrower 1.5% - 3% of loan
• Lender matches Borrower’s percentage
• OCAP

– 10% of loan amount
– 50% of loan amount on Lender’s first, second, or third enrollment
– 80% of loan amount for state certified MBEs 





OCAP – Loan Limits

• $350,000 maximum for fixed asset financing
• $250,000 maximum for working capital
• No minimums
• No partial loan enrollments



OCAP – Program Mechanics

• Loan Terms and Conditions:
• Loan length

– Maximum term for a real estate loan is 15 years
– Maximum term for equipment loans is seven years
– Maximum term for short-term working capital loan is one year and can 

be renewed for up to two additional years. Lender may re-enroll loan as 
a new loan after the third year

• Interest rate
– Determined by Lender

• Borrower Requirements
– Must create or retain jobs as a result of the OCAP loan
– Pay Lender’s normal application and closing costs
– Pay contribution fee



OCAP – Eligible Use of Proceeds
• Real estate purchase, renovations 
• Equipment (new or used)
• Working capital
• Leasehold improvements 
• Inventory 
• Rolling stock
• Refinancing of another financial institution’s debt
• Start-up costs
• Franchise financing
• Other business purposes



OCAP – Ineligible of Proceeds
• Refinancing current Lender’s existing debt
• Placing under the protection of the OCAP prior debt that is not 

covered under the OCAP and that is or was owed by the borrower to 
the Lender or to an affiliate of the Lender 

• Effecting a partial change of business ownership
• Reimbursement of funds owed to any owner
• Repaying delinquent state or federal withholding taxes 
• Financing a non-business purpose
• Enhancing the unguaranteed portion of a Small Business 

Administration or other federally guaranteed loan
• Residential purchase, construction or development
• Passive real estate investment
• Loans where the Lender has less than 20% risk exposure



OCAP – Eligible Businesses
• Corporations, partnerships, LLCs, and sole proprietorships
• Small businesses with fewer than 250 employees
• Small businesses that are creating or retaining jobs
• Small businesses with revenues equal to or less than $10 million 
• Ohio Businesses
• New or existing businesses
• For-Profit or nonprofit businesses



OCAP – Ineligible Businesses

• Real estate investment, speculative activities, lending or leasing 
activities, pyramid sales, illegal activities, gambling activities, and 
consumer and marketing cooperatives

• Businesses whose principal of the business has been convicted of a 
sex offense against a minor

• Businesses whose principal is an executive officer, director, or 
principal shareholder of the lender; or a member of the immediate 
family of an executive officer, director, or principal shareholder of the 
lender; or a related interest of an such executive officer, director, 
principal shareholder, or member of the immediate family

• Businesses on Ohio Auditor’s Findings for Recovery Database



OCAP – Enrollment Process
Lender and Reserve Fund Set-up
1. Lender signs OCAP Participation Agreement
2. Lender is added to OCAP Participating Lenders list
3. Lender opens Reserve Fund

Enrollment Process
1. Lender submits OCAP Pre-Approval form
2. State reviews and approves 
3. Lender closes loan and makes Borrower and Lender Reserve Fund  
Contribution Fees
4. Lender submits OCAP enrollment forms along with proof of 
Contribution Fees deposit
5. State enrolls loan and sends OCAP Contribution Fee to Reserve 
Fund



OCAP – Annual Reporting

• Outstanding principal balances 
• Delinquencies or charge-offs
• Any additional credit facilities to Borrowers
• Reserve Fund Account balance



OCAP – Claims
1. Exhaust legal remedies
2. Submit a claim form to the Ohio Department of Development 

within 120 days of Lender determining loan balance is 
uncollectable

– Collection efforts
– Court documents
– Bankruptcy discharge
– Account history

3. The Ohio Department of Development will review and approve 
claim

4. Lender takes money from the Reserve Fund to cover the 
outstanding principal and accrued interest on the loan



OCAP – Program Benefits

• A source for additional collateral
• Simple enrollment process
• Can assist businesses involved in retail
• Pre-approvals are provided within three to five business 

days
• OCAP Contributions transferred within 15 days of loan 

enrollment



Program Comparison
CEP

• No retail
• For-profit entities only
• $5 million loan amount max
• $100,000 minimum working 

capital
• Must document shortfall
• Incentives for HubZone and 

MBEs with State or MSDC 
certifications

• Job creation/retention ratio 
($50,000 CEP deposit for 1 job)

OCAP

• Retail
• Nonprofit and for-profit entities
• $350,000 maximum loan for 

fixed assets $250,000 working 
capital

• No loan documentation 
submission

• Incentives for state certified 
MBE only

• No job creation/retention ratio



Targeted Investment Program (TIP)

• Description
– The Targeted Investment Program will allow the Ohio Department of 

Development to directly invest in targeted small businesses that have 
received first or second round equity investments, are active within an 
existing value chain, and are pursuing new high economic value 
activities



TIP – Eligibility Criteria

• Eligible businesses include those with as few as five and no more 
than 250 employees and revenues as low as $1 million and no 
greater than $10 million

• Ineligible businesses include firms involved in real estate 
investment, speculative activities, lending or leasing activities, 
pyramid sales, illegal activities, gambling activities, charitable 
institutions, religious institutions, consumer and marketing 
cooperatives, and other nonprofits



TIP – Investment Process

• Companies seeking investment will be required to submit a 
standardized application in addition to a business plan, financial 
statements, and due diligence materials 

• Companies may be required to supply supplemental documents 
throughout the application and investment process



TIP – Investment Process, Continued

• Applications will be processed by the Office of Technology 
Incentives staff during a Phase I due diligence review

• Applications passing Phase I review will be assigned to a third party 
reviewer for Phase II review and scoring

• Investments will be selected from a pool of applications passing 
Phase II review; the net economic value, resource availability and 
target portfolio will be considered in the decision-making process



TIP – Program Benefits

• The TIP aims to invest in 15 companies
• Supports the creation or retention of 250 jobs
• Gains a 4:1 direct leverage on funds
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