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SBA Loan Eligibility for Healthcare Practices:
Are You Qualified?



If you’re a healthcare professional considering an SBA loan to fund your practice, it’s important to
understand the eligibility criteria lenders and the Small Business Administration use to evaluate
applicants. Meeting these requirements can improve your chances of approval and help you secure
financing with favorable terms. Here’s a detailed look at the key eligibility factors for healthcare
practices seeking SBA loans.

e Small Business Status:
Your healthcare practice must qualify as a “small business” according to SBA size standards.
These standards vary by industry but generally limit the number of employees or annual
revenue. Most healthcare practices easily meet these criteria due to their size.

o Eligible Business Types:
Most healthcare providers, including medical clinics, dental offices, physical therapy centers,
and outpatient care facilities, are eligible. However, some businesses may be excluded if they
engage in illegal activities or certain types of lending or investment.

e Personal Credit Score:
SBA lenders typically look for a personal credit score of at least 640, though higher scores
improve loan terms and approval chances. A strong credit history demonstrates your
reliability in repaying debts.

e Business Credit Score:
If your healthcare practice has an established credit profile, lenders will review it. A solid
business credit history with timely payments and low debt levels is favorable.

o Past Defaults or Bankruptcies:
Recent bankruptcies, foreclosures, or loan defaults can negatively impact eligibility, though
some lenders may consider your overall financial picture.

e Operating History:
While startups can qualify for SBA loans, lenders prefer businesses with at least 2 years of
operating history. This history helps demonstrate stability and the ability to generate
consistent revenue.

o Healthcare Experience:
Your professional experience in healthcare and business management is a plus. Lenders want
assurance that you understand your industry and can successfully run your practice.

e Cash Flow Requirements:
Adequate cash flow is crucial to prove your ability to repay the loan. Lenders typically
analyze your practice’s debt service coverage ratio (DSCR), which compares net operating
income to debt obligations. A DSCR above 1.25 is often preferred.
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o Profitability:
While not always mandatory, consistent profitability improves your loan prospects. If your
practice is new or growing, lenders will look closely at your financial projections.

o Debt Levels:
Excessive existing debt can hinder approval. Lenders want to ensure your healthcare practice
isn’t over-leveraged.

e Many SBA loans require collateral to secure the loan, such as medical equipment, real estate,
or other business assets. While collateral requirements vary by loan type and lender, having
assets to pledge strengthens your application.

e Licenses and Permits:
Your healthcare practice must have all necessary state and local licenses to operate legally.
¢ Good Standing:
The business must be current on all taxes and not involved in any legal disputes that could
jeopardize operations.

o SBA loans must be used for legitimate business purposes, such as working capital, equipment
purchases, real estate acquisition, or refinancing existing debt. Lenders will require a clear
explanation of how you intend to use the funds.

Eligibility Factor What Lenders Look For
Business Size Meets SBA small business size standards
Credit Score Personal credit score typically 640+
Business History Preferably 2+ years of operating history
Healthcare Experience Relevant professional and management experience
Cash Flow Positive cash flow with adequate debt coverage ratio
Collateral Assets to secure the loan, if required
Legal Compliance Valid licenses, permits, and good legal standing
Use of Funds Clear, SBA-approved business purposes
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If your healthcare practice meets these eligibility criteria, you’re well-positioned to apply for an SBA
loan. Even if you don’t meet every requirement perfectly, working with an SBA lender or financial
advisor can help identify options and improve your application.

Proper preparation and understanding of these factors can increase your chances of securing the
financing your healthcare practice needs to thrive.
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