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Overview
Government loans are loans in which a portion or full amount of 
the loan is guaranteed by the US Government in the event it was 
to fail/default. To put it simply, it reduces risk! 

-SBA 7a Loans – Portion of Loan guaranteed by 
the SBA i.e. 75% risk to SBA and 25% risk to the 
lender;
-FHA Loans – (part of HUD) insures mortgage 
loan so the lender can offer a better deal;
-USDA Loans – Single Family Housing 
Guaranteed Loan Program (administered by 
Rural Development) 90% loan note guarantee to 
approved lenders in order to reduce risk.
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Why Do We Care?

-FDIC exams typically focus on the unguaranteed portion 
of the loan;  

-GOV can deny purchase requests (guarantee) and the 
risk is then shifted to the lender;

-Lender Service Providers or third parties can put bank 
at risk.
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Lender Service Provider 
(LSP)

-Due to insufficient resources or inexperience 
with the complexities of SBA (or USDA etc.) 
lending requirements, many lending 
institutions contract with LSPs to provide 
services in connection with originating, 
closing, servicing, or liquidating SBA 
business loans. 
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Banc-Serv Partners
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How It Started
SBA Loan in question –
appearance of denied use of 
proceeds changed to working 
capital in order to hide from 
SBA;

Inquired with SBA LGPC and 
they informed that Banc-Serv
did that numerous times….too 
many to count.
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Indiana Baseball Academy
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Bank Loan Worksheet
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5 days earlier
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Search Warrant



CONTROLLED//FDIC INTERNAL ONLY

Federal Deposit Insurance Corporation | Office of Inspector General | Office of Investigations 36

Government Guaranteed 
Loans & Commercial Loans

The “Cut & Paste”
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Misrepresent use of proceeds
“Restructuring disbursements for non-approved payments” 

Fraudulent seller carry backs.
“The creation of false equity”

Borrower Eligibility
“Ineligible borrowers”

Fraudulent business appraisals.
“Assigns a higher value”

Fraudulent cash injections.
“Another creation of false equity or skin in the game”

Non-disclosure of outstanding debts.
“Masking the true indebtedness of the business”

Fraudulent past due certifications.
“Masking the true performance of the business”

Exaggerated cash flow projections.
“Another masking of the true performance of the business”

Government Guaranteed 
Loans & Commercial Loans
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Questions?
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