SBA 504 Lender Guide
Timing
Eligibility

The first step in the 504 process is determining if the project is eligible. For a quick overview refer to
Premier Capital's SBA 504 Reference Guide, www.504partner.com or simply contact us directly to discuss your project.

Application We recommend a joint call with your prospect so we can review the 504 program, and if appropriate, help them
complete the 504 application.

Approval

Once your bank has approved the loan, the next step is to obtain loan approval from Premier Capital. Our approval
is subject to the timely receipt of required documents. Our loan committee meets weekly as needed with
decisions the same day.

SBA Approvals ‐ To complete the process the SBA will need to issue three approvals (which can be simultaneous):
► One indicating their concurrence with Premier's loan committee decision
► Approval of the Appraisal
► Approval of the Environmental

Closing
Once all three SBA approvals are received, Premier Capital's Closing Officer will facilitate closing the 504 portion of the
financing with the bank, the borrower and the title company. If the project is a purchase transaction, we will do our best
to make a simultaneous closing possible. If not, the bank can close and fund to accommodate transfer of ownership.
The 504 closing can occur at a later date with the 504 funding occurring in the next available debenture sale.
If the project involves construction or renovations, it will need to be completed prior to the 504 closing. The 504
closing will be scheduled at least 30 days after the final lien waiver has been obtained to surpass the time allowed for any
materialmen's or mechanics liens to be filed. REMINDER: At completion, the appraisal must be re‐certified indicating compliance
to the plan, specs and materials as presented in the original appraisal and submitted to the SBA for final approval.
Closing Items Needed From Bank:
► Copies of the executed note(s) and mortgage(s) for the construction or permanent and interim financing
► Copy of the title insurance commitment or policy for the above financing
► Copy of the HUD Settlement Statement & verification of borrower injection
► Copies of AIA Certificates or whatever documentation the bank requires for construction/renovation draws
► A copy of the FEMA Flood Certificate obtained on the project property
► Wiring instructions for the debenture proceeds
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Appraisal

Must be current within 12 months of application to SBA

All 504 real estate projects will require an appraisal. In most cases your bank will order the appraisal. To meet SBA standards, the appraiser
must be state‐licensed or state certified and the appraisal comply with USPAP using one of the following:
• Self‐contained appraisal report
• Summary appraisal report
► The appraisal must also be prepared on an "As‐Is" market value or "As Complete" if construction or renovation is included in the project.

At completion, the appraisal must be re‐certified indicating compliance to the plan, specs and materials as presented
in the original appraisal.
►

IMPORTANT ‐ The U.S. Small Business Administration must be listed as an intended user

Environmental

Must be current within 6 months of application to SBA

All 504 real estate projects will require one of three types of environmental reports depending on the project and location.
To determine the appropriate environmental, follow the flow chart on the opposite page.
If a Phase I or Phase II is required, the company completing the environmental must also provide the following:
A Phase I must contain a conclusion that either the risk of contamination is minimal and no further investigation is warranted or
there is risk sufficient to warrant additional invesitgation including a detailed description of what is recommended.
A Phase I must be compliant with ASTM E1537‐05 and must be mentioned in the report.
•

Reliance Letter signed by the environmental firm….. template available
Premier can email the template to your bank or directly to the environmental firm

•

Errors & Omission Insurance
The environmental firm must provide evidence of their Errors & Omission Liability insurance
policy with minimum coverage of $1 million per claim (or occurrence)

Survey
No change in footprint or foundation ‐ if the project is the purchase of an existing building and there is no change to the
footprint or foundation, the survey provided to the title company as a part of the purchase transaction is all that will be required.
Change in footprint or foundation ‐ if the project involves the construction of a new building or renovations changing the
footprint or foundation, an updated survey must be completed once the foundation has been poured. This update
is required by the title company to remove any exceptions for boundary or easement encroachments and must be certified
to the bank, the title company, Premier Capital Corporation and the US Small Business Administration.

Advance & Structure
The bank must provide permanent financing for at least 50% of the 504 project with a minimum commitment of at least half of
the 504 term. The amount of equity required by the borrower will depend on the following:
For a 10% equity injection the project must meet the following:
• The project qualifies as an expansion of an existing business (filed at least two full year tax returns)
• And ‐ there is no change of ownership
• And ‐ the building is classified as multipurpose
An additional 5% is required if any one of the above is not met, and additional 10% if any two or all three are not met.
Once the equity injection is determined, the loans can be structured. If there is no construction or renovation, we recommend
the bank structure two loans:
• The permanent loan for your portion of the project ‐ typically 50%
• An interim loan equal to the amount of the 504 portion of the project ‐ typically 30% ‐ 40%
Your interim loan will be retired when the 504 loan is funded ‐ usually 45 days from closing
If construction or renovations are part of the project the bank will first provide the construction financing
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