
www.bdcloan.com

Trust in Our Strength for Your Growth

Long Term Refinancing at  
Affordable Interest Rates for  
Commercial Real Estate or  
Machinery/Equipment Debt

The Small Business Administration’s  
“504 loan program” now offers small  
businesses affordable refinancing with low 
interest rates and 10 or 20 year terms.

This special program will end on 
September 27, 2012.

With new financing in place you can focus  
on running your business and not worry about 
managing expensive debt. Contact us today – 
we’ll show you how and it’s a lot easier than 
you might expect! 
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SBA 504 loans have traditionally been used to assist small business by  
providing access to affordable capital for growth. Traditional 504 loans have 
been helping small businesses for over 28 years finance the purchase of 
owner occupied, commercial real estate and for the acquisition of capital 
intensive equipment and machinery. 

Recent legislation now allows SBA 504 loans to be used to  
refinance existing debt on any property that would have  
originally qualified for a traditional 504 loan. With SBA 504 
financing, small business owners can pay down existing commercial real 
estate or equipment/machinery debt with an equity injection that can be  
as little as 10%. SBA 504 refinance loans are long term – either 10 or  
20 years – with low, fixed interest rates. Businesses can also use the  
equity they have built in their property to pay eligible business expenses.

How it Works
An SBA 504 loan is a partnership between Business Development Corporation, 
the Small Business Administration (SBA) and a lender. We are a Priority 
Certified Development Company (CDC) certified to participate on a permanent 
basis in the program that the SBA has approved to make loans under their 
504 Loan Program. Working with a lender, we can lend up to 40% of 
the appraised value of the property to be refinanced with a dollar cap of 
$5,000,000 depending on the type of debt. Additionally we can go as high 
as $5,500,000 of SBA 504 financing for eligible manufacturing loans  
and for loans made for projects that incorporated energy saving technologies 
for sustainable design. A lender must partner with us to provide between  
40% - 50% of the financing, with the business owner providing as little as 
10% as their equity share of the refinance loan.

Eligibility
An eligible small business must have been operating a for-profit business 
for at least two years. The business must be located in the U.S. that, with 
affiliates, has a tangible net worth of less than $15 million and profit after 
taxes of less than $5 million. The borrower cannot have been more than  
30 days past due during the past 12 months on the payments on the note 
being refinanced. The business must occupy at least 51% of its property at 
the time of application for refinance. Businesses may not use an SBA 504 
refinance loan to repay an existing government guaranteed loan.

From Left to Right: Dan Jones, President and Chief Operating Officer;  
Beth Wittling, Office Manager and Loan Closing Officer;  Tedd Schaffer,  
Credit Analyst and Loan Officer.
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Great Benefits

• �Low Down Payment & Enhanced Cash Flow:
With financing available for up to 90% of the appraised value of  
the property being refinanced, SBA 504 loans offer an affordable down  
payment, enabling the small business owner to eliminate higher  
interest rate debt and also use equity in the existing property to pay 
eligible business expenses.

• �Long term financing at competitive interest rates:
SBA 504 loans are 10 or 20 year, fully amortized financing. This  
enables a small business owner to avoid risky loan call provisions and  
enjoy lower monthly payments. For current interest rates, visit  
www.bdcloan.com or call us today at 574-288-5758.

The Nuts & Bolts
SBA 504 loans are for terms of either 10 or 20 years. The term is 20 years for financing 
commercial real estate and 10 years for financing equipment or machinery. The interest 
rate for the loan is fixed when the SBA sells the debenture bond to fund the loan.
	 SBA 504 loans are fully amortized and have no balloon payments. There is a 
prepayment premium for the first half of the loan term that decreases each year. 
	 The BDC works with the small business borrower to process, approve, close and 
service the SBA 504 loan. Funding is provided by the BDC issuing a debenture bond 
that is sold to investors on Wall Street giving small business owners access to capital 
at low, fixed interest rates – usually reserved for large corporations. Debenture bonds 
are attractive to investors since they are backed by the SBA and fully guaranteed by 
the U.S. Treasury.

Ready to Begin?
First, give us a call at Business Development Corporation; we have been 
supporting small business growth and business expansions in Southwestern Michigan 
and throughout Indiana for 30 years.  You will speak directly to one of us right when 
you call, and we will discuss with you your existing loan and your business. Hear first-
hand how we can structure the financing to meet your unique requirements. Next, 
contact your bank to see if they would like to participate by providing the permanent 
first mortgage for your refinance loan. THEN, submit an application for your SBA 
504 loan. Once you receive your approval, your new loan will pay off your original 
debt and replace it with lower and more manageable monthly payments.
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Example of refinancing on a $1 Million note 
(Requesting Maximum Working Capital)
Appraised Value of Property	 $1,400,000
Outstanding Balance of Debt	 $1,000,000
90% Loan to Value (LTV)	 $1,260,000

LOAN STRUCTURE:
Entity 	 Loan Amount	 % of loan 	 Security

q New Bank First	 $700,000	 50%	 1st Lien
q New CDC/SBA 504 loan	 $560,000	 40%	 2nd Lien
q Borrower equity contribution	 $140,000	 10%

Payoff of Outstanding Balance		  $1,000,000

Amount Available for Working Capital 		  $   260,000

For over thirty years, BDC has encouraged small business  
start-ups and business expansions by offering supplemental long-
term, fixed-rate loans in partnership with traditional lenders.  
In supporting entrepreneurs and established business owners, 
BDC is stabilizing and revitalizing our local communities by  
preserving existing jobs and creating new employment opportuni-
ties – more than 3,000 to date in Indiana and Lower Michigan.  

Trust in Our Strength for Your Growth

218 W Washington Street, 10th Floor • South Bend Indiana 46601
Office 574-288-5758 • Fax 574-288-5759 • www.bdcloan.com

The Loan Breakdown
The combined third party loan and the 504 net debentures cannot 
exceed 90% of the appraised value of the 504-eligible fixed assets.  
A bank or other lender typically finances 50% of the loan and takes  
a first mortgage (lien) on the assets financed. The first mortgage 
lender provides a commercial loan at current market rates for their 

share of the refinance project. The BDC finances up to 40% of  
the project and takes a second mortgage position, while the small  
business owner provides a down payment that can be as low as  
10%. Below is an example where a borrower wishes to refinance  
a $1,000,000 note that has a current appraisal of $1,400,000.
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