SBA 504 Equipment Loan Manual
Complete Guide for Spray Foam, Coatings & Poly Lift Equipment Financing

Prepared by: www.sprayfoamequipmentfinance.com
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1. Introduction to SBA 504 Equipment Loans
What is an SBA 504 Loan?

The SBA 504 loan program is specifically designed for long-term fixed assets like owner-occupied real
estate and heavy/long-life equipment. For spray foam contractors, coatings professionals, and poly lift
companies, this means you can finance your new Graco Reactor 3 setup, custom rigs, and major
equipment with government-backed, favorable terms.

Key Benefits for Equipment Purchases
e Long-term fixed rates - Up to 25 years on equipment with a useful life to match
Lower down payments - Typically around 10% compared to 20-30% conventional
Preserve working capital - Equipment serves as collateral, conserving cash for operations
Government guarantee - SBA guarantees up to 40% of the loan, making approval easier
Fixed payment predictability - Know exactly what you'll pay every month for the life of the loan

Typlcal Equipment Covered

Graco Reactor 3 proportloners (E-20, E-30, H-50 models)
Complete spray foam rigs and trailer setups

Polyurea coating equipment

Poly lift and concrete leveling systems

Heavy machinery with 10+ year useful life

Installation and build-out costs tied to equipment

Loan Structure Overview

Unlike a traditional single loan, the SBA 504 uses a unique three-part structure:
e ~50% financed by a conventional bank (first position)
e ~40% financed by a Certified Development Company (CDC) through an SBA-guaranteed
debenture (second position)
e ~10% down payment from the borrower (equity injection)

Example: $300,000 Reactor 3 rig package
e Bank portion: $150,000
e CDC/SBA portion: $120,000
e Your down payment: $30,000


http://www.sprayfoamequipmentfinance.com/
https://www.perplexity.ai/search/write-a-facebook-ad-to-existin-Q37RmDwCTJqtsk4kPXOJBg?preview=1#introduction
https://www.perplexity.ai/search/write-a-facebook-ad-to-existin-Q37RmDwCTJqtsk4kPXOJBg?preview=1#7a-vs-504
https://www.perplexity.ai/search/write-a-facebook-ad-to-existin-Q37RmDwCTJqtsk4kPXOJBg?preview=1#eligibility
https://www.perplexity.ai/search/write-a-facebook-ad-to-existin-Q37RmDwCTJqtsk4kPXOJBg?preview=1#documentation
https://www.perplexity.ai/search/write-a-facebook-ad-to-existin-Q37RmDwCTJqtsk4kPXOJBg?preview=1#application-process
https://www.perplexity.ai/search/write-a-facebook-ad-to-existin-Q37RmDwCTJqtsk4kPXOJBg?preview=1#timeline
https://www.perplexity.ai/search/write-a-facebook-ad-to-existin-Q37RmDwCTJqtsk4kPXOJBg?preview=1#expedite
https://www.perplexity.ai/search/write-a-facebook-ad-to-existin-Q37RmDwCTJqtsk4kPXOJBg?preview=1#delays
https://www.perplexity.ai/search/write-a-facebook-ad-to-existin-Q37RmDwCTJqtsk4kPXOJBg?preview=1#financial-prep
https://www.perplexity.ai/search/write-a-facebook-ad-to-existin-Q37RmDwCTJqtsk4kPXOJBg?preview=1#next-steps

2. SBA 7(a) vs 504: Which is Right for Your Rig?

Both SBA loan programs can finance equipment, but they're built for different situations. Here's how to
choose the right one for your spray foam, coatings, or poly lift business.

Big Picture Difference

Aspect SBA 7(a) SBA 504
Most flexible "all-purpose" small Designed specifically for long-term fixed
Purpose | business loan assets
Structure | Single loan from one lender Two-loan structure (bank + CDC)
Equipment + working capital + Large equipment purchases, longest
Best for | flexibility fixed terms

Loan Structure Comparison

SBA 7(a):
e Single loan from one lender
e SBA guarantees a portion (up to 85% for loans under $150k, up to 75% above)
e Simpler structure, often faster to close
e One lender relationship to manage

SBA 504:
e Two-loan structure on one project
e Roughly 50% bank + 40% CDC/SBA + 10% down
e More moving parts but potentially better terms
e Two separate payments (bank and CDC)

Use of Funds Comparison

SBA 7(a):
e Equipment purchase v
e Working capital v
e Inventory v
e Marketing/operations v
e Debt refinancing v

e Business acquisition v
e Can mix multiple uses in one loan

SBA 504:
e Equipment purchase v
e Real estate/building purchase v
e Building improvements tied to equipment v

e |Installation and build-out v
e Restricted to fixed assets only



e Cannot include working capital or inventory
Terms, Rates & Down Payments

SBA 7(a):
e Terms: Up to 10 years on equipment (tied to useful life)
o Rates: Often variable (prime/SOFR + margin), some fixed options available
e Down payment: Typically 10-20% depending on creditworthiness
e Rates fluctuate with market conditions

SBA 504:
e Terms: 10, 20, or even 25 years (tied to useful life)
o Rates: CDC/SBA portion is long-term fixed; bank portion may be fixed for a period
e Down payment: Typically 10% (sometimes less with strong credit)
e Predictable fixed payments on CDC portion

When Each Tends to Be a Better Fit

Your Situation Better Why

Choice
Want to finance rig + working capital + Very flexible uses; one loan,
marketing in one package 7(a) simpler structure
Buying very large, long-life equipment and Built for big fixed-asset
maybe building/yard at the same time 504 projects, longer terms

Need quicker turnaround and fewer moving

parts 7(a) One lender, one approval path
Want maximum term and predictable fixed 20-25 year fixed-rate CDC
payments on heavy equipment 504 portion smooths cash flow

Simpler process for smaller

Financing a single rig under $150k 7(a) amounts
Doing multi-rig purchase or shop + equipment Optimized for larger fixed-asset
combo over $250k 504 projects

How to Position This to Your Sales Team

Use 7(a) when a contractor says:
e "l need arig plus cash to hire and market"
e "l want to keep it simple and close fast"
"I'm buying used equipment or a smaller package"

Use 504 when a contractor says:
e "I'm doing a big step-up - new shop and multiple rigs"



e "l want the longest fixed payment possible"
e "I'm buying $200k+ in new Reactor 3 equipment”

Pro tip for your sales process: Start every conversation asking about their total project scope. If it's just
equipment and they need working capital, lead with 7(a). If it's a major equipment purchase with or
without real estate, lead with 504.

3. Basic Eligibility Requirements

Business Eligibility
v For-profit business operating in the U.S. or its territories

v Meets SBA size standards for your industry (spray foam/coating contractors typically qualify based on
revenue under $30M or employees under 500)

v Demonstrated need - You've used or attempted other reasonable funding options before relying on
SBA (cannot get comparable credit elsewhere at reasonable terms)

v Sound business purpose - Equipment purchase must be for legitimate business use, not speculation

Owner/Principals Requirements
v/ Good character - Owners cannot be on parole; background checks may apply

v Creditworthy - Lenders typically look for:
e Personal FICO scores ~650+ (higher is better)
o History of on-time payments
e Reasonable debt-to-income ratios

v 20%+ owners must personally guarantee the loan
v US. citizenship or legal residency required for guarantors

Financial Requirements

v Ability to repay from business cash flow with reasonable debt-service coverage (typically 1.25x DSCR
minimum)

v Adequate equity injection - Usually 10% down payment minimum, must document source of funds

v Business history - Most lenders prefer 2+ years in business (startups possible with strong industry
experience)

v Tax compliance - Current on all federal, state, and local taxes

Equipment-Specific Requirements
v Long useful life - Equipment must have a useful life of at least 10 years for 504 program

v Business use - Equipment must be used in the business at least 51% of the time (cannot be primarily
for personal use)

v Fair market value - Equipment price must be reasonable based on market comps
v New or used acceptable - Both qualify, though used equipment may have shorter terms

Common Disqualifiers (What Will Stop Your Application)
X Non-profit or passive real estate businesses

X Lending, investment, or speculative businesses

X Gambling or adult entertainment operations

X Owner criminal history or significant credit issues

X IRS tax liens or recent bankruptcy

X Delinquent on existing government debt



Industry-Specific Considerations for Spray Foam/Coatings/Poly Lift

Good news: Spray foam insulation, polyurea coatings, and concrete lifting businesses are all fully eligible
for SBA 504 equipment loans. These are legitimate construction services with clear business models.

What lenders look for in our industry:
o Demonstrated project pipeline or stable customer base
Certifications (Graco certification, spray foam certifications add credibility)
Experience operating rigs and equipment
Clear understanding of material costs and margins
Realistic projections based on jobs per month/revenue per rig

Red flags to avoid:

Brand new to the industry with no training

Unrealistic revenue projections ("I'll do $1M in year one with one rig")
No understanding of material costs or equipment maintenance
Unclear target market or sales strategy

4. Required Documentation Checklist
Use this comprehensive checklist to gather everything before you apply. Having a complete package up
front is the #1 way to speed up approval.

Personal Documents (Each 20%+ Owner)
e Last 3 years of personal tax returns (complete, all schedules)
e Signed and dated personal financial statement (SBA Form 413 or lender equivalent, no older
than 90 days)
Personal history statement and government-issued ID (driver's license, passport)
Resume or work history showing relevant industry experience
Personal budget analysis (if requested by lender)

Business Financial Statements

e Last 3 years of business tax returns (complete with all schedules and K-1s)

e  Current year interim financial statements (P&L and balance sheet, dated within last 60 days)

o Business debt schedule listing all existing loans, credit lines, terms, balances, and monthly
payments
Accounts receivable aging report (current)
Accounts payable aging report (current)
1-2 year financial projections with written assumptions explaining how new equipment increases
revenue

Business and Corporate Records
e Articles of incorporation/organization and any amendments
Operating agreement, partnership agreement, or corporate bylaws showing ownership structure
Active business license and any required contractor licenses or permits
Certificate of good standing from your state (if incorporated)
Business plan or project summary (especially important for newer businesses)

Project and Equipment Documentation

e Detailed project cost breakdown showing:
e Equipment purchase price
e Rig build-out and customization costs
e Installation and freight
e Training costs (if applicable)
o Contingency

e Signed purchase agreement, vendor quotes, or pro forma invoices for equipment



e Equipment specifications (model numbers, capacity, features)
e Build-out or installation estimates (if rig requires custom fabrication)
e Photos or drawings of equipment or proposed setup (optional but helpful)

SBA and Compliance Forms

Completed SBA 504 loan application (Form 1244)

SBA authorization and certification forms (provided by CDC)

Environmental questionnaire or environmental report (if required)

Previous government financing schedule (if you've had any SBA, USDA, or other government
loans)

Existing SBA loan documents (if applicable)

Additional ltems That May Be Requested
e Insurance certificates (general liability, auto, workers comp)
o Customer contracts or letters of intent showing project pipeline
e Lease agreement (if you rent shop/storage space)
e Appraisal or market valuation (for used equipment over certain thresholds)

Document Quality Standards

Make sure your package is:
e / Current - Nothing older than 90 days for financial statements
e  Complete - All pages, all schedules, all signatures
e  Legible - Clear scans or PDFs, not photos of documents
e V Organized - Clearly labeled and in logical order
e  Consistent - Numbers tie together across documents

Pro Tip: Create a Master Folder

Set up a folder structure like this:
text

SBA 504 Application - [Your Company Name]
— 1. Personal Documents

— Owner 1 - Tax Returns

— Owner 1 - Financial Statement
— Owner 2 - Tax Returns

— Owner 2 - Financial Statement
— 2. Business Financials

— Business Tax Returns

— Current Financials

— Projections

— Debt Schedule

— 3. Corporate Records

— Formation Documents

— Licenses

— Business Plan

— 4. Equipment & Project

— Equipment Quotes

— Project Budget

— Build Specifications

Name files clearly: 2024-Tax-Return-ABC-Spray-Foam-Inc.pdf



5. The Complete Application Process
Step 1: Pre-Qualification and Initial Consultation (Week 1)

What happens:
e You confirm your business meets basic SBA 504 eligibility
e Connect with an SBA-approved Certified Development Company (CDC) in your state
e CDC may help you find a participating bank, or you bring your own banking relationship
o Initial review of last 2-3 years financials, personal financial statement, and basic project
information

Your action items:
e Schedule call with CDC and/or broker (that's us!)
e Share high-level financials for quick prequal
e Identify equipment vendor and get preliminary quote
e Discuss down payment source and verify funds available

Timeline: 3-7 days

Pro tip: Come to this call knowing your average monthly revenue, current debt payments, and realistic
down payment amount. This saves time.

Step 2: Document Gathering and Full Application (Weeks 2-3)

What happens:
e You gather complete document package (see checklist in Section 4)
e CDC and bank provide full application forms
e You complete SBA Form 1244 and all supporting paperwork
e CDC may help you refine financial projections

Your action items:
e Use the documentation checklist to gather every item
e Complete all application forms with accurate information
e Get final equipment quote and purchase agreement from vendor
e  Write short narrative explaining how equipment grows your business
e Have CPA review financials if needed
Timeline: 1-2 weeks (depends on how organized you are)
Pro tip: Don't submit a partial package hoping to "fill in the rest later." This is the #1 cause of delays.
Wait until you have 100% of documents before submitting.

Step 3: Underwriting and Approval (Weeks 4-7)

What happens:
e CDC underwrites their 40% portion
e Bank underwrites their 50% portion
o Both review credit, cash flow, collateral, and project feasibility
¢ You may be asked follow-up questions or for additional documentation
e Once both approve internally, CDC submits full package to SBA

Your action items:
e Respond same-day or next-day to any questions



e Provide any additional documents requested immediately
e Keep communication lines open with both CDC and bank
e Do NOT make major financial changes (new debt, large purchases)

Timeline: 2-4 weeks for lender review, then 5-14 days for SBA review
Pro tip: Assign one point person on your team to handle all lender communication. Delays happen when
emails get missed.

Step 4: SBA Approval and Terms Acceptance (Week 7-8)

What happens:
o SBA reviews the package submitted by CDC
e SBA issues formal terms and conditions approval
e You review and sign acceptance of terms
e Final closing documents are prepared

Your action items:
e Review approval terms carefully
e Ask questions about anything you don't understand
e Sign and return acceptance documents promptly
e Finalize equipment purchase timing with vendor
Timeline: 1-2 weeks
Pro tip: Read the approval letter carefully. Make sure loan amount, terms, and conditions match what you
discussed.

Step 5: Interim Funding and Equipment Purchase (Weeks 8-10)

What happens:
e Bank provides interim loan to fund equipment purchase and project completion
e You purchase equipment from vendor
e Equipment is delivered and installed
o Project completion documentation gathered

Your action items:
e Close on interim bank loan
e Complete equipment purchase
e Pay for installation/build-out
e Document all expenditures with invoices and receipts
e Take photos of completed rig/equipment setup
Timeline: 2-4 weeks
Pro tip: Keep meticulous records of every dollar spent. The final funding depends on proving you spent
the money as approved.

Step 6: Final Funding and Permanent Structure (Weeks 10-12)

What happens:
e All project completion documentation submitted
e CDC schedules and sells the SBA debenture
e Debenture funds pay down bank's interim loan
e Final 504 structure in place: ~50% bank + ~40% CDC + ~10% your equity

Your action items:
e Submit all completion documentation



e Confirm equipment is operational

e Attend final closing (may be remote)

e Set up automatic payments to bank and CDC
Timeline: 2-4 weeks

Pro tip: The CDC typically services the SBA portion. You'll make two separate payments each month -
one to the bank, one to the CDC.

Total Process Timeline Summary

Phase Duration Cumulative
Pre-qualification 3-7 days Week 1
Document gathering 1-2 weeks Week 2-3
Underwriting (lenders) 2-4 weeks Week 4-7
SBA review & approval 1-2 weeks Week 7-8
Interim funding 2-4 weeks Week 8-10
Final funding 2-4 weeks Week 10-12
TOTAL 60-90 days 2-3 months

Realistic expectation: Plan on 60-90 days from complete application to final funding for a standard 504
equipment loan.

Best case scenario: Experienced CDC + complete docs + responsive borrower = as fast as 45 days
Worst case scenario: Incomplete docs + slow responses + complex project = 4-6 months

6. Timeline & What to Expect
Average Timeline: 60-90 Days

Most SBA 504 equipment loans take approximately 2-3 months from complete application to final
funding. However, timelines can range from as fast as 30-45 days to as long as 4-6 months depending
on:

Completeness of your initial package

Complexity of the project

Responsiveness to lender questions

Experience level of your CDC

SBA processing volume at the time

What Affects Your Timeline

Factors that speed things up:

v Complete documentation package submitted at once
v Strong credit and clear financials

v Experienced SBA-focused CDC and lender



v Simple, straightforward equipment purchase
v Fast responses to any questions
v Equipment vendor ready to execute quickly

Factors that slow things down:

X Missing or outdated documents

X Credit issues that need explanation

X Inconsistent financial information

X Changes to project scope during process
X Slow responses to lender requests

X Complicated multi-component projects

Stage-by-Stage Timing Breakdown

Preparing your application: 1-4 weeks
e Time it takes YOU to gather complete documentation
o Fastest when you're organized and working with a broker who provides clear checklist

Lender and CDC underwriting: 2-4 weeks
e Both bank and CDC review in parallel
e Internal credit committee approvals
e Preparation of SBA submission package

SBA review and approval: 5-14 days
o SBA reviews package submitted by CDC
e Issues formal authorization and terms
o Typically faster than lender underwriting phase

Closing and interim funding: 2-6 weeks
e Final closing paperwork
e Bank funds interim loan
e Equipment purchased and installed
o Completion documentation gathered

Final debenture funding: 2-4 weeks
e CDC sells debenture to fund their 40% piece
e Pays down bank interim loan
e Permanent 504 structure in place

Communication Expectations

What you should expect from your CDC/lender:
o |Initial response to inquiry within 1-2 business days
o Pre-qualification decision within 3-5 days of seeing basic financials
e Regular status updates (at least weekly once in underwriting)
e Clear explanation of any additional documentation needed
e Advance notice of closing dates and funding timeline
What they expect from you:
e Same-day or next-day responses to requests
o Complete, accurate information the first time
e Proactive communication about any business changes
e Availability for calls/meetings as needed



e Organized documentation that's easy to review

Setting Realistic Expectations with Your Equipment Vendor

DO tell your vendor:

"I'm financing this through an SBA 504 loan, which typically takes 60-90 days to fund. | expect to be
ready to purchase by [specific date]."

DON'T promise:

"I'll have the money in 30 days" (unless you're already in final stages)

Best practice:

Get approval first, then finalize purchase timing. Most equipment vendors understand SBA timelines if
you communicate clearly.

Can You Speed This Up?

Yes - see Section 7 for detailed strategies to expedite your approval.

Realistic acceleration:

A very well-prepared application with an experienced CDC can move from 90 days down to 45-60 days,
but you can't force it below 30 days due to regulatory and funding mechanics.

7. How to Speed Up Your Approval
You can significantly reduce your approval timeline by choosing the right partners and eliminating
friction in the process. Here's exactly how to move faster.

Strategy 1: Choose the Right Lender and CDC

Work with SBA specialists, not generalists:
o Banks that have SBA Preferred Lender Program (PLP) status can approve internally without
waiting for SBA pre-approval on every decision
e CDCs with high loan volume and dedicated staff move faster than small, part-time operations
o Ask directly: "What's your average timeline for a straightforward equipment 5047?"

Questions to ask when selecting your CDC:
e How many 504 loans do you close per year?
e Do you have dedicated underwriters for equipment loans?
e What's your average timeline from application to funding?
e Can you provide references from recent equipment borrowers?

Red flag: A CDC that says "we'll get it done as fast as possible" without giving you specific timeframes
probably doesn't do many loans.

Green flag: "Our average equipment 504 closes in 60-75 days with a complete package."
Strategy 2: Submit a Perfect Package Up Front
This is the single biggest factor in speed. Incomplete applications are the #1 cause of delays.

Perfect package checklist:
e Every document from Section 4 included
All documents current (financials <90 days old)
All pages included (no missing schedules from tax returns)
All signatures in place
All documents clearly labeled
Numbers consistent across all documents

Before you submit, do this 5-minute check:
1. Open every PDF and verify it's complete and legible



Check that business name is identical on all documents
Verify all dates are current

Confirm all signature lines are signed

Make sure file names are clear and professional

uprwN

Pro tip: Create a one-page summary sheet that lists:
Business name and EIN

Owner names and ownership %

Last 3 years revenue and net income

Total debt and monthly payments

Proposed project cost and down payment
Equipment vendor and model numbers

This summary helps underwriters quickly understand your deal and speeds up initial review.

Strategy 3: Address Potential Issues Proactively
Don't wait for underwriters to ask about:

Credit issues:

If you have collections, late payments, or other credit hiccups, include a short (one paragraph) written
explanation with your application:

"Personal credit report shows a 30-day late payment in June 2024. This was due to an accounting error
during our office move. The account was immediately brought current and has been on-time for the past
9 months."

Unusual financials:

If you have big one-time expenses, major add-backs, or recent changes in your business, call it out:
"2023 net income appears low due to a one-time $45,000 equipment repair expense. This has been
resolved and is not recurring. Adjusted EBITDA was $XX."

Recent business changes:

New partners, name changes, or restructuring can raise questions. Explain them clearly:
"Business was restructured from sole proprietorship to S-Corp in January 2025 for liability protection
and tax efficiency. Operations and ownership remain identical."

Strategy: Think like an underwriter. If something in your package would make YOU ask a question,
answer it before they have to ask.

Strategy 4: Be Exceptionally Responsive

Same-day response rule:
When your lender or CDC sends a request, respond the same day if at all possible, next day at the latest.

Set up systems:
e Designate ONE point person on your team for all SBA communication
e Check email twice a day minimum during the application process
e Set up text alerts for emails from your CDC and lender
o Keep frequently-requested documents in a "ready folder" on your computer

What rapid response looks like:
e Lender emails at 10am asking for AR aging report
e You send it by 2pm the same day
e This keeps you at the top of their queue



What slow response does:
e Lender emails Tuesday morning
You don't see it until Thursday
You send document Friday
By then, underwriter has moved on to other files
Your file sits until the following week

Real impact: Rapid response can cut 2-3 weeks off your timeline.
Strategy 5: Set the Project Up for Quick Closing

Lock down your equipment details early:
e Get firm quote with model numbers and specifications
» Negotiate pricing and terms before entering underwriting
e Have purchase agreement ready to sign immediately after approval
e Know exact lead times from vendor (don't get surprised by 6-week backorder)

For custom rig builds:
e Get detailed scope and pricing from builder
e Have drawings or specifications prepared
e Confirm build timeline
e Line up any permits or inspections needed

Have your down payment ready:
e Money sitting in business or personal account (verify sufficient seasoning - usually 60+ days)
o If borrowing from retirement or getting gift from family, document it properly in advance
e CDC will need to verify source of funds - make this easy for them

Pro tip: Some equipment vendors offer "pending financing" purchase agreements. This lets you lock in
pricing and position but doesn't obligate you until your loan funds.

Strategy 6: Maintain Clear, Proactive Communication

Weekly check-ins:

Even if they haven't contacted you, send a quick email once a week:

"Just checking in on the status of our application. Please let me know if you need anything from me to
keep this moving. Thanks!"

This keeps you top-of-mind and shows you're engaged.

Document your timeline:

Keep a simple log of key dates:

e Application submitted: [date]
Entered underwriting: [date]
Additional docs requested: [date]
Submitted to SBA: [date]

SBA approval: [date]

This helps you follow up appropriately and holds everyone accountable.

What You Can Realistically Expect
With perfect execution of all strategies above:

e Standard 90-day timeline — 45-60 days v



e Good execution — 60-75 days v
e Average execution — 75-90 days v/

What you CANNOT force faster than 30-45 days:
SBA must review and approve, debentures must be scheduled and sold, banks have compliance
requirements. There's a floor to how fast the process can move even with perfect execution.

8. Common Delays & How to Avoid Them
Understanding what slows down SBA 504 approvals helps you avoid these traps. Here are the most
common delay causes and exactly how to prevent them.

Delay Category 1: Documentation Issues

Missing or incomplete financials
e What happens: Underwriter requests last 3 years of tax returns, you send 2 years. File sits waiting
for third year.
o Time lost: 1-2 weeks minimum
e How to avoid: Use the checklist in Section 4. Count pages before sending. If tax return says "page
1 of 45," make sure you send all 45 pages.

Outdated documents
e What happens: You submit financials from 6 months ago. Lender requires current statements
(within 90 days).
e Time lost: 1-2 weeks
e How to avoid: Check dates on everything before submitting. If anything is approaching 90 days
old, get a fresh copy first.

Inconsistent information
e What happens: Numbers don't match between tax returns, financial statements, and application.
Underwriter has to figure out why.
o Time lost: 1-3 weeks while they investigate and ask questions
e How to avoid: Have one person review entire package for consistency. Business name, address,
EIN, ownership %, and financial figures should match across all documents.

Disorganized package
o What happens: Documents are poorly labeled, random order, mixed up. Underwriter spends extra
time just organizing before reviewing.
o Time lost: Not direct delay but puts you at back of queue
e How to avoid: Use clear file naming, logical folder structure, and a table of contents or index

page.

Delay Category 2: Equity and Financial Problems

Insufficient or undocumented down payment
e What happens: You say you have 10% down but can't prove where money came from or it's not in
your account yet.

e Time lost: 2-4 weeks while you source and document funds

e How to avoid:
e Have down payment money in your account 60+ days before applying
e If borrowing from 401k or getting family gift, document it properly up front
e Provide bank statements showing current balance



o Write a brief "source of funds" statement

Personal credit issues
e What happens: Credit report shows collections, charge-offs, or unresolved issues. Lender wants
explanations and may require you to resolve them first.

e Time lost: 2-6 weeks

e How to avoid:
e Pull your own credit report BEFORE applying
e Address any issues proactively
¢ Include written explanations for anything negative
o Pay off small collections before applying if possible

Weak cash flow story
o What happens: Your debt service coverage ratio is borderline or unclear. Lender requires deeper
analysis and revised projections.

o Time lost: 2-4 weeks

e How to avoid:
e Run your own basic cash flow analysis before applying
e Include realistic projections showing you can afford the new payment
e Explain any add-backs or adjustments clearly
e Consider having CPA prepare projections

Delay Category 3: Project Changes
Changes in equipment or scope
e What happens: You originally applied for a $200k rig but now want $250k setup. This requires re-
underwriting and amended approval.
o Time lost: 3-6 weeks
e How to avoid:
o Finalize your exact equipment needs BEFORE applying
e Get firm quote with all components included
o Build in small contingency but don't make major changes
e If you must change, communicate immediately

Vendor issues
e What happens: Your chosen vendor can't deliver on timeline or goes out of business. Need to find
new vendor and re-quote.

e Time lost: 2-8 weeks

e How to avoid:
e Vet your equipment vendor carefully
e Confirm lead times and availability
e Have backup vendor option identified
e Get purchase agreement in writing

Cost overruns or underestimation
e What happens: Custom rig build costs more than quoted. Need additional funds or amended loan
amount.
e Time lost: 3-6 weeks for amendment
e How to avoid:
Get detailed quotes with line-item breakdown
Include realistic contingency (5-10%)
Have vendor lock in pricing for reasonable period
Budget high, don't lowball estimates

Delay Category 4: Lender and Process Issues



Working with inexperienced CDC or lender
e What happens: They don't know SBA 504 process well, submit incomplete packages to SBA, make
errors that require corrections.

e Time lost: 4-12 weeks

e How to avoid:
e Choose experienced SBA-focused lenders and CDCs
e Ask about their volume and experience with equipment loans
e Work with a broker who has relationships with top CDCs

SBA volume spikes or staffing issues
o What happens: SBA has backlogs due to high application volume or government staffing issues.
e Time lost: 2-4 weeks
e How to avoid:
e You can't control this directly
e Your CDC can sometimes expedite by calling SBA directly
e This is where working with experienced CDC helps

Poor communication between bank and CDC
e What happens: Bank and CDC don't coordinate well, duplicate requests, or miss information
passed between them.

e Time lost: 1-4 weeks

e How to avoid:
e Use a broker or CDC who has established bank relationships
e Copy both CDC and bank on all communications
o Keep your own timeline log to catch delays early

Delay Category 5: Borrower Response Issues
Slow response to requests
e What happens: Lender asks for additional information, you take 5-7 days to respond. This cycle
repeats multiple times.
e Time lost: 2-4 weeks cumulative
e How to avoid:
e Commit to same-day or next-day responses
e Designate one point person for all SBA communication
o Set up email alerts and check regularly

Making major financial changes during process
e What happens: You take on new debt, make large purchases, or change business structure while
application is pending. Requires re-underwriting.

o Time lost: 2-4 weeks

e How to avoid:
e Freeze major financial decisions once you apply
e Don't buy vehicles, open new credit lines, or change corporate structure
e Ask your lender before making ANY significant financial moves

The "Top 7 SBA 504 Delay Traps" Quick Reference

Delay Trap Time Lost Prevention

1. Incomplete document
package 1-3 weeks | Use checklist, submit everything at once

2. Outdated financials 1-2 weeks | Verify all docs <90 days old




Delay Trap Time Lost Prevention

3. Undocumented down Have funds in account 60+ days before
payment 2-4 weeks | applying

4. Project scope changes 3-6 weeks | Finalize equipment specs before applying
5. Slow borrower responses 2-4 weeks | Commit to same-day/next-day responses

Pull credit report and address issues
6. Credit issues discovered late | 2-6 weeks | proactively

4-12 Choose SBA specialists with proven track
7. Inexperienced lender/CDC weeks record

Bottom line: Most delays are borrower-caused and preventable. Submit a complete, organized package
and respond quickly to requests.

9. Preparing Your Financial Package
Your financial package is the heart of your SBA 504 application. Here's exactly how to prepare "lender-
ready" financials that speed up approval.

Core Financial Statements to Prepare

1. Business Balance Sheet (Current - within 90 days)
Your balance sheet shows what you own, what you owe, and your equity.
What to include:

e All assets (cash, AR, inventory, equipment, vehicles)

o All liabilities (loans, AP, credit cards, lines of credit)

o Owner equity and retained earnings

e Date of statement clearly shown

Pro tip: Make sure retained earnings tie to your historical tax returns. Underwriters will check this.

2. Profit & Loss Statements (P&L)
You need TWO sets of P&Ls:

Historical:
e Last 3 complete years
e Current year-to-date (within 60 days)

Projected:
e Next 1-2 years showing impact of new equipment

What to include:
e Revenue broken down by service type if possible (spray foam, coatings, poly lift)
Cost of goods sold (materials)
Operating expenses
Owner compensation
Interest and depreciation
Net income



Pro tip: If your current year looks stronger than last year, call this out. "Revenue up 25% YOY due to
expanded customer base."

3. Cash Flow Statement or Projections

This shows how you'll actually make the new loan payment from real cash.
Key elements:

Starting with net income

Add back depreciation and non-cash expenses

Subtract owner draws

Show existing debt payments

Show new equipment loan payment

Calculate debt service coverage ratio (DSCR)

Target: Lenders want to see DSCR of at least 1.25x (you have $1.25 in cash flow for every $1.00 of
debt payment).

Example calculation:

text
Net income: $120,000
Add: Depreciation + $25,000

Add: Owner health insurance + $12,000
Adjusted cash flow: = $157,000

Existing debt payments: - $36,000

New SBA 504 payment (est): - $24,000
Total debt service: = $60,000

DSCR = $157,000 / $60,000 = 2.62x v Strong
4. Business Debt Schedule

List every business debt on one page:

Lender Original Current Rate | Monthly Maturity
Amount Balance Payment

Bank A $50,000 $32,000 6.5% | $850 2028

Equipment

Loan $75,000 $45,000 7.2% | $1,200 2029

Line of Credit $25,000 $8,000 9.0% | $300 (min) Revolving

Totals: Current balance: $85,000 | Monthly payments: $2,350
This shows lenders you're not overleveraged and can handle additional debt.

Tax Returns (Business and Personal)

Business tax returns:
e Last 3 years complete with all schedules
e If S-Corp or Partnership, include all K-1s
e If Schedule C (sole proprietor), include full Form 1040




Personal tax returns (each 20%+ owner):
e Last 3 years complete with all schedules
e Show consistent income and ability to support personal obligations

Common mistake: Sending only Form 1120 or 1040 without schedules. Lenders need EVERYTHING.
Pro tip: Highlight or circle your key numbers (gross revenue, net income) to make review easier.

Personal Financial Statement (SBA Form 413)
This is your personal balance sheet - what you own and what you owe personally.

Assets to list:

e Cash in bank
Retirement accounts (401k, IRA)
Real estate (primary home, rentals)
Vehicles
Personal property
Business equity

Liabilities to list:

e Mortgage

e Car loans

e Student loans

e Credit cards

o Personal guarantees on business debt

Key sections:

Section 1: Personal information

Section 2: Assets (at market value)
Section 3: Liabilities (current balances)
Section 4: Income sources

Section 5: Notes and contingent liabilities

Critical: Must be signed, dated, and no more than 90 days old.

Download: Get SBA Form 413 at sba.gov or your CDC will provide.

Make Your Numbers "Lender-Ready"

Ensure everything ties together:
Your financial statements should tell a consistent story.

Check these connections:
1. Retained earnings on balance sheet = cumulative net income from tax returns
2. Total assets - total liabilities = owner equity
3. Revenue on P&L matches gross receipts on tax return
4. Current year trends align with projections

If they don't match, you'll need to explain why.

Call out add-backs and adjustments:
Many small businesses have expenses that artificially lower net income.
Common add-backs:

e Depreciation (non-cash expense)



e Owner's excess compensation (paying yourself more than market rate)
e One-time expenses (legal fees, major repairs)
o Personal expenses run through business (meals, vehicle)

Create a simple add-back schedule:

text

Net Income per tax return: $85,000

Add: Depreciation +$22,000

Add: Owner excess compensation +$15,000
Add: One-time legal fees +$8,000
Adjusted EBITDA: $130,000

Pro tip: Don't go crazy with add-backs. $85k — $130k is reasonable. $85k — $250k raises red flags.

Projections with Written Assumptions
Lenders want to see that the new equipment will increase your revenue and profit.
Create 1-2 year projections showing:
Year 1 with new equipment:
e Increased job capacity (more jobs per month)
Revenue per rig/per month
Material costs and margins
Labor and operating expenses
Projected net income

Written assumptions example:

"Current State: Operating one rig, completing average 12 jobs/month at $8,500 per job = $102k
monthly revenue.

With New Reactor 3 Rig: Will add second crew, target 10 additional jobs/month at same average ticket =
$85k additional monthly revenue.

Conservative first-year ramp: 60% utilization = 6 jobs/month average = $51k additional monthly
revenue = $612k annually.

Materials run 35% of revenue, labor/overhead 40%, leaving 25% net margin = $153k additional net
income in Year 1."

Make it realistic: Don't project tripling your revenue in year one. Show steady, believable growth.

Organize and Label Your Package
Create a clean, professional structure:

Option 1: Single PDF with bookmarks
e Page 1: Cover page with business name and contact info
o Page 2: Table of contents
e Sections with clear bookmark labels in PDF

Option 2: Separate labeled PDFs

text

. Summary-Sheet-ABC-Spray-Foam.pdf

. Business-Tax-Return-2024-ABC-Spray-Foam.pdf

. Business-Tax-Return-2023-ABC-Spray-Foam.pdf

. Current-Financials-Jan-2026-ABC-Spray-Foam.pdf

. Projections-2026-2027-ABC-Spray-Foam.pdf

. Personal-Tax-Return-2024-John-Smith.pdf

. Personal-Financial-Statement-John-Smith-Feb-2026.pdf
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Create a one-page executive summary:
Put this at the very front. Include:
e Business name, structure, years in business



Services offered

Key financial metrics (3-year revenue trend, current debt, projected DSCR)
Equipment being purchased

Down payment amount and source

Brief narrative: "Why this equipment grows my business"

This summary helps underwriters understand your deal in 60 seconds.

When to Involve a CPA or Bookkeeper

You should get professional help if:

Your books are messy or incomplete

You haven't filed recent tax returns

Your financials have major inconsistencies

You need help calculating DSCR or projections

You want compiled or reviewed statements (adds credibility)

What to ask your CPA to do:

Review and clean up QuickBooks or accounting records
Prepare current balance sheet and P&L

Create 1-2 year projections with assumptions

Calculate key ratios (DSCR, debt-to-equity, margins)
Prepare add-back schedule

Write short narrative explaining financial story
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Cost: $500-$2,000 depending on complexity and your location.
Worth it? Absolutely, if it means the difference between approval and denial or 90 days vs. 60 days.

Final Quality Check Before Submitting
Print this checklist and verify:
Financial Package Quality Check:
e Balance sheet is current (within 90 days)
3 years of complete business tax returns included
Current year P&L included (within 60 days)
1-2 year projections with written assumptions included
Debt schedule lists all business debts
Personal financial statement (Form 413) signed and dated
3 years of complete personal tax returns for all 20%+ owners
All numbers are consistent across documents
Add-backs are clearly explained
DSCR calculation shows 1.25x or better
All documents are clearly labeled
Everything is organized in logical order
e One-page summary sheet is at the front
If you can check every box, you're ready to submit.

10. Next Steps & Contact Information

Your Path Forward

You now have a complete understanding of the SBA 504 equipment loan process. Here's how to move
from education to action:

Step 1: Assess Your Readiness (Do This Now)
Quick self-assessment:
Business readiness:



Been in business 2+ years (or have strong industry experience)
Have 2-3 years of tax returns available

Currently profitable or have clear path to profitability

Credit score 650+ (rough estimate)

No major unresolved tax or legal issues

Project readiness:

e Know exactly what equipment | need (model, specs, price)

e Have identified equipment vendor

e Know my estimated total project cost

e Have identified source of 10% down payment

e Can document that equipment will increase revenue
Time readiness:

e Can commit to 60-90 day financing timeline

e Can dedicate time to gathering documents

e Can respond quickly to lender requests

e Have realistic timeline with equipment vendor

If you checked most boxes: You're ready to move forward with pre-qualification.
If you're missing several: Spend the next 2-4 weeks getting these pieces in place before applying.

Step 2: Start Your Pre-Qualification

What you need to get started:
1. Basic business information (name, structure, years in operation)
2. Last 2 years revenue and net income (rough numbers OK for prequal)
3. Estimated equipment cost and down payment available
4. Quick personal and business credit overview

Pre-qualification gets you:

e Realistic assessment of approval likelihood
Estimated loan terms and payment
Introduction to CDC and lender partners
Clear roadmap for document gathering
Timeline expectations specific to your situation

Step 3: Connect with Spray Foam Equipment Finance

We specialize in equipment financing for the spray foam, coatings, and poly lift industries.
What we do:

v Pre-qualify you quickly (usually within 48 hours)

v Connect you with experienced SBA-focused CDCs and lenders

v Help you prepare a complete, strong application package

v Guide you through the entire process start to finish

v Match you with the right Graco Reactor 3 setup for your business needs
v Coordinate equipment purchase timing with funding

Why work with us:
e We understand your industry and equipment needs
e We have established relationships with top SBA lenders
e We've helped dozens of contractors secure equipment financing



o We speak your language (spray foam, rigs, proportioners, jobs/month)
e No cost to you - lenders compensate us

Contact Information

Spray Foam Equipment Finance

Craig Cutcher - Equipment Finance Specialist
Website: www.sprayfoamequipmentfinance.com
Email: craig@sprayfoamequipmentfinance.com

Phone/Text: 330-575-3573

To get started:
1. Visit the website and fill out the quick pre-qualification form, OR
2. Email financeme@sprayfoamequipmentfinance.com with "SBA 504 Prequal” in the subject, OR
3. Send a Facebook message with "Ready to talk SBA financing"

You'll receive:

Response within 24 hours (usually much faster)

Quick prequal questionnaire (takes 10 minutes to complete)
Initial feedback within 48 hours

Clear next steps and timeline

Additional Resources
If you want to learn more before reaching out:

SBA Official Resources:
e SBA.gov/504loans - Official 504 loan program page
e SBA.gov/lenders - Find SBA lenders and CDCs in your area
e Download SBA Form 413 (Personal Financial Statement)

Equipment Resources:
e Graco.com - Official Reactor 3 specifications and pricing
o Contact Paratus Supply for rig builds and equipment packages

Industry Resources:
e Spray Foam Magazine
e Spray Foam Coalition
e Graco training and certification programs

Frequently Asked Questions

Q: Can | get an SBA 504 loan if I'm a new business?

A: Technically possible but challenging. Most lenders prefer 2+ years of tax returns. If you're new but
have deep industry experience, we can explore options.

Q: What if my credit isn't perfect?

A: SBA loans are more flexible than conventional financing. We've worked with contractors in the 650-
680 range. Let's discuss your specific situation.

Q: Can | finance a used rig?

A: Yes, used equipment qualifies. It must have sufficient remaining useful life (typically equipment less
than 5 years old works best).

Q: Do | have to use the full loan amount for equipment?

A: For 504, funds must be used for fixed assets (equipment, real estate, build-out). If you need working
capital too, we'll explore a 7(a) loan instead.


http://www.sprayfoamequipmentfinance.com/
mailto:craig@sprayfoamequipmentfinance.com
mailto:financeme@sprayfoamequipmentfinance.com

Q: What if | want to buy equipment AND a shop building?

A: Perfect fit for 504! That's exactly what the program is designed for. One loan can cover both.

Q: How much will my monthly payment be?

A: Depends on amount, term, and rates. Rough estimate: $200k loan over 15 years at 7% =
$1,800/month. We'll calculate exact numbers during prequal.

Q: Can | pay off the loan early?

A: Yes. The CDC/SBA portion typically has no prepayment penalty. Bank portion terms vary.

Q: What happens if my business grows and | need more equipment later?

A: You can apply for additional SBA loans. The $5M limit is per business, so you have room to grow.

Final Thoughts

Upgrading to a new Graco Reactor 3 setup or adding rigs to your fleet is one of the best investments
you can make in your spray foam, coatings, or poly lift business. The SBA 504 program makes it
affordable with long-term fixed rates and low down payments.

The process is straightforward when you:
1. Work with experienced SBA specialists
2. Submit complete, organized documentation
3. Respond quickly to requests
4. Have realistic expectations about timeline

Don't let financing hold back your growth. Reach out today and let's get you pre-qualified.

Ready to get started?

Visit www.sprayfoamequipmentfinance.com or

email Financeme@sprayfoamequipmentfinance.com with "SBA 504 Equipment Loan" in the subject
line.

We'll respond within 24 hours and start your pre-qualification process.

This manual is for educational purposes. Loan terms, rates, and requirements are subject to lender
approval and SBA guidelines. All applicants must meet eligibility requirements. Spray Foam Equipment
Finance is not a lender but connects qualified borrowers with SBA-approved lenders and CDCs.

© 2026 Spray Foam Equipment Finance. All rights reserved.
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