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Small Business Jobs Act – Debt Refinancing
Amount of Third Party Loan
	Third Party Loan Less than 50% - Now consistent with the permanent 504 Loan Program, the Third Party Loan must be at least as much as the 504 Net Debenture Proceeds:
Example: ABC Manufacturing, Inc. 
Loan to be Refinanced:
Appraised Value	$5,000,000
Outstanding Debt	$2,000,000
New SBA 504 Refinance Loan
		Third Party Loan 	 $1,000,000
		504 Net Debenture	$1,000,000
		Equity			$2,000,000
In previous case, the Third Party Loan would have to be 50% of appraised value (or $2,000,000), which would make this project ineligible.  The new guideline allows for low fixed rate, long term financing in 2nd Position.
Unlock Equity
	The Final Rule allows extra equity to be used for the financing of Eligible Business Expenses.  This would include expenses of the small business incurred prior to the date of the 504 loan application OR expenses of the small business that will become due for payment within 18 months of the date of the 504 loan application.
Examples of Eligible Business Expenses: Utility Bills, Rent, Salaries, Inventory, Pay off/down business line of credit
Business Expense Financing 90%
Appraised Value	$1,400,000
Outstanding Debt	$1,000,000
90% LTV		$1,260,000
New SBA 504 Refinance Loan
		Third Party Loan	$700,000
		504 Net Debenture	$560,000
		Equity			$140,000
		Cash Funds for Business Expenses would total $260,000.
The CDC and the Borrower will be required to certify that the funds will be used to cover business expenses of the Borrower. 
Substantially All (85% or more) Requirement
	Multiple refinances that may have occurred no longer impact eligibility.  Eligibility
 is now based on the ORIGINAL loan.
Current on All Payments Within 1 Year
	No payments have been more than 30 days past due.
Occupancy
	If the Borrower occupies 51% or more of the Project property at the date of the 504 Loan application, it is eligible.
Checklist to Screen Eligible Refinance Loans:
1) What is it that is being refinanced? (Eligible?) 
2) How long ago was the debt incurred? (2+ years?) 
3) Is the Third Party Lender a new lender or “Same Institution”? 
4) Has an Appraisal been obtained? (Must have) 
5) Are there any eligible “Business Expenses” involved? 
6) Who is going to provide the current version of the debt instrument(s) and lien document(s)? 
7) Who owes the debt? (EPC or OC?) 
8) Was the debt incurred for the benefit of the same EPC/OC? 
9) Does the small business currently occupy at least 51% of the Rentable Property? 
10) What will the loan structure be? (Third Party Loan, 504 Loan and Borrower Contribution) 
11) Are the 504 Loan Net Debenture Proceeds the same as or less than the Third Party Loan? 
12) Has the debt to be refinanced been current (no later than 30 days) for the past 12 months? 
13) Do the Borrower(s) and Third Party Lender understand what is expected of them (certifications, documentation, escrow account, etc.)? 
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