
 

 
 

 

“LENDING” To CommuniTy GrowTh 

One Business at A Time 

 

Contact 

 

 

 

Daniel Hutson 

600 E Depot Street 
Brownwood, Texas 76801 

(325) 518-4942 
 

 

Hours of Operation: 

Monday—Friday 
8:30-12:00 & 1:00-5:00 

Website: www.councilfinance.org 
Email: wctcog@wctcog.org 

A program of   

West Central Texas  

Council of Governments 

Serving the state of 

Texas, With a focus     

on Counties &   

Businesses located in 

West Central Texas. 

 

Concentration 

 

Advantages to the 

504 Loan Program 

For the Borrower: 

 Low equity injection 

 Fixed-rate of interest 

 Preservation of working 

capital 

 Fully amortizing, long 

term loan (10 or 20 years) 

 

For the lender: 

 50% loan to value 

 First lien position on 

assets being financed 

 CRA credit 

 Limited exposure 

 

For the community: 

 Broader tax base 

 Favorable business 

climate 

 Job creation & retention 
 



 

Council f inance ,  inc.  

 

Loan structure 

 

Loan qualifications 

Since the purpose of the program is to 

provide economic stimulus, the project 

must create or retain one job for 

every $65,000 borrowed from SBA. 

 

Application process 

Council Finance’s primary financing tool is 

the U.S. Small Business Administration’s 504 

commercial mortgage program.  It is designed 

to give small businesses access to long-term 

capital.  The 504 loan combines conventional 

financing from a private lender with a fixed-

rate loan from SBA for the purpose of 

financing land, commercial buildings, and 

long useful life equipment. 

 

 

The SBA 504 program allows Council Finance 

to structure a loan package consisting of 

three funding sources as shown in the 

following graph: 

The borrower’s commercial lender typically 

provides 50 percent of the total project 

cost at a convenient rate.  Council Finance’s 

SBA loan provides up to 40 percent of the 

project cost, up to a maximum of $5 million, 

at a fixed interest rate.  If the borrower meets 

special requirements, the SBA loan may be as 

much as $5.5 million.  

The rate is set at the time the loan funds and 

remains fixed for the life of the loan.   If the 

borrower is an existing business and has been 

in operation at least 24 months, the borrower’s 

equity injection is a minimum 10 percent of 

the total project cost. The equity injection may 

be made with the following: 

 Cash 

 Cash receipts from project expenditures 

 Ownership of the land on which the project 

will be built. 

The term is 10 or 20 years. If the SBA loan is a 

20 year term, the commercial lender must have 

at least a 10 year term. If the SBA loan is a 10 

year term, the commercial lender must have at 

least a 7 year term. 

 

 

A business may qualify to participate in the SBA 

504 Program if its tangible net worth does not 

exceed $15 million and its net income after taxes 

is not more than $5 million for the previous 2 

years.  The loan proceeds must be used for 

fixed-asset financing that includes the 

acquisition of land, building, renovation, new 

construction, and long useful life equipment.  

The minimum project size is $125,000.  The 

small business must occupy at least 60 

percent of a new construction 

project (with the intent to occupy 80 percent in 

10 years) or 51 percent of an existing 

building. 

The prospective borrower must provide 

Council Finance with narrative and financial 

documents that are necessary for a thorough 

evaluation of the proposed project.  The 

documents include, but are not limited to, the 

following: 

 A description and background of the 

project 

 An itemized schedule of project costs,  

 Three years of financial statements 

including income tax returns and a 

current financial statement no older than 

90 days, 

 The personal financial statement(s) 

including income tax returns of 

principal(s) and 

 The resume(s) of key personnel. 

The Council Finance staff analyzes each loan 

application from a credit perspective and job 

creation standpoint.  After the lending 

institution approves the borrower, Council 

Finance and the U.S. Small Business 

Administration must approve the loan 

application. 


