Disclosure Statement
U.S. Small Business Administration
Development Company Loan Program
SBA 504
The SBA 504 Loan Program (Program) offers an eligible small business (Business) a method to finance real estate and/or equipment projects through longterm, fixed-rate funding. The Program, offered by the U.S. Small Business Administration (SBA) in partnership with a participating lending institution (Lender)
is able to provide a qualified Business with up to 90% of an eligible project’s (Project) total financing requirements.
The typical 504 Project is structured as follows:
Lender
50%
SBA/CDC
40%
Borrower Equity
10%

1st Mortgage on Real Estate and Security Interest on Equipment
2nd Mortgage
Cash or Equity in Land

SBA relies on the services of a "Certified Development Company" (CDC) like GulfCoast Business Finance, Inc. (GBF) to structure, process, fund and service SBA
504 loans on its behalf. GBF is a private, nonprofit organization established in 1982 to assist small businesses in obtaining technical and financial assistance.
No Representation
This document highlights routinely encountered details associated with the Program and is intended for informational purposes only. It is not a
complete listing of all relevant policies and requirements. The Borrower is solely responsible for determining, understanding and following all
Program policies and requirements. More information about the Program and SBA is available at www.sba.gov/. If you have any questions, please
contact us or refer to our website at www.gulfoastiz.com.
The Funding of a 504 loan is subject to the Borrower satisfactorily complying with all terms and conditions set forth in the SBA Authorization for
Debenture Guarantee, which is issued upon loan approval.
Approval & Funding
Once you have met with GBF and/or your Lender and determined that an SBA 504 Loan will fulfill your requirements, the CDC’s process begins.
Application Stage: The application stage begins once GBF receives ALL required documents from the Borrower (please refer to the checklist
included in this application). GBF will review the information to determine the eligibility and creditworthiness of the Project; it will then
underwrite the credit and submit the loan to the SBA for review and approval. Once SBA has approved the application, an “Authorization for
Debenture Guarantee” is issued by the SBA to the Borrower, outlining the terms and conditions of the Project financing. An interim loan is then
funded by the participating Lender until such time that the SBA debenture (bond) is funded.
Funding Stage: Although most SBA loan documents may be executed simultaneously at the interim Lender loan closings, the SBA funding takes
place once ownership of the property has transferred and all Project costs have been incurred. It is important for the Borrower and the Lender to
keep track of all project costs and expenditures, because documentation of these total project costs and equity injection is required prior to
closing. GBF's closing attorney prepares all of the necessary documentation to fund the SBA portion of the financing, and when these documents
are executed by all parties, the loan is ready for funding.
Loan Terms
SBA 504 financing is typically provided as a 20-year, fixed interest rate loan for real estate. A loan for machinery & equipment is financed with a
10-year note, unless the remaining useful life of the machinery & equipment is determined to be 20 years.
Interest Rate
SBA debentures (bonds) are priced and funded each month on the New York bond market. At the time of sale, a FIXED INTEREST RATE will be set
for the debenture. Pricing takes into consideration the current average market yield on outstanding marketable U.S. obligations with comparable
maturities. The effective interest rate on the SBA debenture includes the note rate plus associated fees. The interest rate will not be set for a
Borrower until the debenture is submitted to SBA for funding.
Eligible Project Costs
For the purpose of identifying and calculating the “Total Project Cost,” expenditures on the following items are considered eligible:
Land and building acquisition
Site improvements
Building improvements
Machinery & equipment acquisition
(All 504-eligible expenses, except land purchase, must have taken place within nine months prior to the date of application)
Professional fees including architect, engineering, appraisal and/or environmental reports
Debt Refinancing coupled with a business expansion project
Debt Refinancing without a business expansion project (temporary program)
Other costs including title insurance, survey, interim loan fees and interest, documentary stamp tax and intangible tax
Maximum SBA Loan Amounts
The maximum SBA share of a Project is limited to 40% of the total Project cost, up to a maximum SBA loan amount.

Leasing Excess Space Policy
The Borrower must initially occupy over 50% of the total building space, depending upon whether or not the building is an existing structure or if
new construction is involved.
Loan proceeds may not be utilized to renovate any portion of the building not immediately occupied by the Borrower. If such improvements are
performed, this portion must be funded outside of the 504 Project.
Economic Development Objectives
The overall objective of the SBA 504 Program is to assist small businesses in creating wealth for themselves and their communities. For a Project
to be eligible to receive financing through the 504 Program, it must meet at least one of the following three economic development objectives: 1)
create or retain jobs attributable to the Project; 2) achieve one or more Community Development objectives; or 3) achieve one or more Public
Policy goals.
Job Creation: The Business must be able to reasonably project the creation of new full-time employment positions over a period of two years
from the funding date.
Community Development: goals are met when improving, diversifying or stabilizing a local economy; stimulating other business development;
bringing new income into a community; assisting manufacturing firms; and/or assisting businesses in labor surplus areas. (Documentation
required)
Public Policy: goals are met when the eligible Business is more than 50% woman-owned, minority-owned, or veteran-owned; the project is
located in a rural-based political subdivision; Borrower exports products or services; Project increases competitiveness through advancement of
technology, retooling (expansion or modernization of manufacturing facilities), or converting to robotics; Project is located in a business
revitalization business district; Borrower is restructuring because of federally mandated policies or necessitated by budget cutbacks; or the
Project assists in energy efficiencies.
Real Estate Ownership
A separately established real estate holding entity referred to as an Eligible Passive Concern (EPC) and certain types of trusts are permitted to
hold title to the Project real estate and assets. In this case, the EPC is required to lease 100% of the property to the Borrower’s Operating
Company (OC). SBA limits the amount of rent that can be paid between the parties to cover debt service and other leasehold related
expenditures. The OC will also be required to guarantee the SBA loan.
Size Eligibility Requirements
In order to meet SBA's definition of a "small business," Borrower, together with its affiliates, may not have a tangible net worth or an average net
income that exceeds SBA’s size standards.
Utilization of Personal Resources
If any individual having ownership of 20% or more in the business has what the SBA considers "excess" personal liquid assets (cash, stocks, or
bonds), they may be required to inject some of the excess amount into the Project, before becoming eligible to participate in the SBA 504
Program, thus reducing the SBA loan portion accordingly. The formula is as follows:
a.
if the total financing package is $250,000 or less, each 20% owner of the Business must inject any personal liquid assets which are in
excess of two times the Project amount, or $100,000, whichever is greater;
b.
If the total financing package is $250,001 to $500,000, each 20% owner of Business must inject any personal liquid assets which are in
excess of one and one-half times the Project amount, or $500,000, whichever is greater, or;
c.
if the total financing package exceeds $500,000, each 20% owner of the Business must inject any personal liquid assets which are in
excess of one times the Project amount, or $750,000, whichever is greater.
Personal/Corporate Guarantees
Typically, personal guarantees are required of every person or entity owning 20% or more of the OC or the EPC. Guarantees of affiliated
companies or other individuals may also be required from time to time.
Insurance Requirements
In order to be eligible for an SBA 504 loan, SBA requires hazard, including wind and hail coverage, and liability insurance to be held by the
Borrower. Additionally, flood insurance will be required if the property is in an identified flood zone. A collateral assignment of life insurance is
sometimes required on the principal of the business (key-person life insurance) in the amount of the SBA loan. Life insurance may not be required
where there is adequate depth and experience of management, or where there is an abundance of collateral associated with the Project. Other
insurance coverage may be required on a case by case basis.
Prepayments of SBA 504 Loans
There is a prepayment premium due if the Borrower prepays the 504 loan during the first 10 years of the SBA loan. Partial or additional payments
are NOT permitted.
The prepayment premium is calculated by applying the original SBA note rate to the outstanding principal balance and it declines by a factor of
10% per year over the first 10 years. The Borrower must provide the SBA with prior written notice when deciding to prepay and can only repay
the entire principal amount. To avoid additional interest payments, it is necessary that the date of prepayment be scheduled to coincide with the
semi-annual SBA funding date.
SBA 504 Loans May Be Assumed
The SBA debenture may be assumed by a qualified purchaser of the Project property. Releases of personal guarantees are determined on a case
by case basis. There is an assumption fee applicable on the outstanding SBA balance being assumed.

Prior Bankruptcies
Full disclosure of prior bankruptcies is required. GulfCoast Business Finance reserves the right to withhold approval of applications where a
business or its principals have taken prior bankruptcy protection from creditors.
Prior Criminal Offenses/Arrests
Prior misdemeanor or felony criminal charges, arrests or convictions will not necessarily disqualify an individual from being approved for an SBA
504 loan; however, written explanations, along with written court documentation and adjudication records are required. If a principal or associate
of a business is incarcerated or on probation, Borrower is ineligible for SBA 504 funding.
Pending Lawsuits
Any pending lawsuits must be fully disclosed to GBF and these conditions will be considered in the credit underwriting process.
Legal Permanent Resident
The SBA 504 Program is available to businesses owned by United States citizens, as well as persons who are not citizens of the U.S.
If the individual ownership of the business is made up of less than 51% U.S. citizens and/or individuals who have Legal Permanent Resident (LPR)
status from Immigration and Naturalization Service (INS), the SBA requires its loans to be fully secured and that evidence be provided showing the
OC has continual and consistent management in place. These management personnel will, in these cases, be required to guarantee the loan.
The status of each LPR must be verified by GBF as part of the loan application process. Accordingly, Borrowers who are seeking SBA 504 financing
who are not citizens of the US must provide: (a) a legible copy of DOCUMENTATION (front & back) evidencing resident status, and (b) a
PERMISSION Letter, signed and dated, which includes the statement ”I authorize the US Citizenship and Immigration Service to release
information regarding my immigration status to GBF.”
Child Support Compliance
Projects are not eligible for SBA funding where the principals owning at least 50% of the business are delinquent for more than 60 days on
payments of child support. A certification of compliance will be required before any SBA funds will be disbursed.
Transaction Costs & Fees
Administrative Fee: This one-time fee is added to the net SBA loan amount and financed as a part of the gross debenture. These fees represent
costs associated with processing, underwriting, and funding the sale of the SBA debenture and amount to approximately 2.67% of the SBA net
debenture amount.
Closing Costs: GBF charges a closing fee – sufficient to reimburse it for the expenses of its legal counsel for closing the loan. This and other out-ofpocket closing costs may be financed from the debenture proceeds. All closing costs must be paid by Borrower at closing, and the portion to be
financed from the debenture proceeds will be refunded to Borrower when the debenture is funded.
Lender Participation Fee: A one-time fee of 0.5% of the Lender’s senior mortgage loan is due to SBA prior to funding of the SBA debenture.
Servicing Fee: A monthly fee based on the unpaid principal balance of the loan is paid by the Borrower. Included in this is a CDC, Borrower and
Central Servicing Agent fee. These fees are included as a part of the effective fixed interest rate associated with the SBA debenture.
Environmental Report
Prior to disbursement of SBA funds, an environmental report performed by an environmental professional addressed to the Lender, GulfCoast
Business Finance Inc. and U.S. Small Business Administration must be performed, evidencing that the subject property is free and clear of
environmental hazards. This report must meet SBA’s requirements and must be reviewed and approved by SBA prior to funding.
Appraisal
An appraisal performed by a state-licensed or state-certified appraiser, addressed to the lender, GulfCoast Business Finance and the U.S. Small
Business Administration must be provided on Projects involving the purchase of real property. A restricted appraisal is not acceptable. This report
must meet SBA’s requirements and must be reviewed and approved by SBA prior to funding.
Flood/Earthquake Hazards
Insurance must be purchased if a Project is located in a special flood hazard area. Newly constructed facilities must also conform to the National
Earthquake Hazards Reduction Program.
Equity Injection
Borrower must inject a minimum of 10% of the total 504 project costs into the project in the form of cash equity, or equity in real estate.
Subordinated seller-carry back debt may also be considered for a portion of the equity injection requirement on a case by case basis.
New Business: If a business has been in operation for less than two years, it must inject a minimum of 15% equity into the Project, reducing the
SBA participation to a maximum of 35%. The purchase of a business, regardless of the age of the business, is considered a new business by SBA.

Special Purpose Building: If a Borrower is operating in an industry considered as one utilizing special purpose buildings, it must inject a minimum
of 15% equity into the Project, reducing the SBA participation to a maximum of 35%.
New Business & Special Purpose Building: If a Project involves both a new business and a special purpose building, the Borrower must inject a
minimum of 20% equity into the Project, reducing the SBA participation to a maximum of 30%.
Approval Process
Once ALL documents listed on the checklist have been submitted to GBF, the loan is reviewed and submitted to the SBA for approval. Following
the CDC underwriting process, the SBA typically takes between 2-4 days to review and approve your application submission. SBA requires that all
required documentation be submitted to GBF before it can submit the application to SBA. Failure to submit all required documents will delay the
approval process.
Interim & Construction Financing
Interim and/or construction financing is required to cover the period of time between the approval of an application and the sale of a debenture.
A loan closing (execution of loan documents) takes place prior to the Lender funding the Project. Typically this is done with two separate loans; a
first mortgage loan for the Lender’s permanent funding and an interim/construction loan which will be paid off when the SBA loan is funded.
Funding Of SBA Debentures
When the Project is complete and all costs are itemized, GBF’s designated closing attorney will prepare the remaining necessary loan documents
required for funding the SBA loan.
Method of Debenture Payments
Monthly loan payments on the SBA loan are made by an automatic electronic transfer (ACH debit) from a bank account designated by the
Borrower. Payments are due the first business day of each month, beginning the month immediately following the sale of a debenture.
Equal Credit Opportunity
GulfCoast Business Finance is an equal credit opportunity lender. The Federal Equal Credit Opportunity Act prohibits creditors from discriminating
against credit applicants on the basis of race, color, religion, national origin, sex, marital status, age (provided the applicant has the capacity to
enter into a binding contract), handicap, because all or part of the applicant's income derives from any public assistance program, or, because the
applicant has in good faith exercised any right under the Consumer Credit Protection Act.
Indemnification/No Additional Provisions
The Borrower agrees to indemnify and hold GulfCoast Business Finance and its agents harmless from any and all loss or injury, including
reasonable attorney fees, resulting or arising from failure by the borrower to receive such loan, and/or any loss or liability to the Borrower or the
business of the Borrower. All parties agree that there are no other promises, terms, or agreements (oral or written) between GulfCoast Business
Finance and the undersigned, and the Borrower further understands that the SBA 504 Loan Program’s rules and fees are subject to change at any
time.
Legal Representation
It is recommended that the Borrower(s) engage his/her own legal counsel to review all legal aspects regarding the SBA 504 Program. GBF's closing
counsel is engaged to ensure that all of the loan closing documents are submitted in accordance with the SBA's requirements, and solely
represents GBF's and SBA’s interests.
Authorization to Release Information
The Borrower authorizes the release to GulfCoast Business Finance, Inc. and/or its assigns and the U.S. Small Business Administration any and all
information that may be required at any time and for any purpose related to the credit application and/or the loan transaction. The Borrower also
agrees to allow GBF to utilize the borrower’s name and Project information for its promotional materials.
Identification Procedures: To help the government address the funding of terrorism and money laundering activities, federal law requires GBF to
obtain, verify and record information that identifies each person who applies for a loan.
Financial Privacy: Our commitment is to protect the personal information you have provided to us, and collect and disclose this information only
as allowed by law. Although we are required to secure a credit bureau report on all applicants applying for assistance under our loan programs,
and a signature below acknowledges this requirement, we are dedicated to security procedures designed to protect all your personal information.
We maintain physical, electronic and procedural safeguards that meet federal standards to guard your personal information. We do not sell trade
or barter your personal information to anyone.
The undersigned acknowledges and understands the provisions described within this Disclosure Statement.
Borrower
Signed: _______________________________________________
Name: _______________________________________________
Title: _______________________________________________
Date: ______________________
Subject to change

Effective May 2013

