
Capitalize on Financing Alternatives to Grow 

Your Business 
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Welcome 

Today’s Speakers 

Jon Dowst 

Senior Vice President 

Small Business and 

SBA Credit Executive 

Bank of America Merrill Lynch 

 

Everett Allen Greer 

Managing Member 

Greer Advisors, LLC 

 

Rick Benito 

Senior Vice President 

Credit Solutions Executive 

Bank of America Merrill Lynch 

 

 

Ken Rosenthal 

Senior Advisor – Lending, Education & 

Training 

CDC Small Business Finance 

 

John De Franza 

Senior Vice President 

Credit Solutions Executive 

Bank of America Merrill Lynch 

 

 

Bank of America Merrill Lynch welcomes our existing and prospective business 

clients as well as our  associates who work with small businesses every day. 
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Primary Economic Indices 
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Interest Rates – New Lows 
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Employment - Economic Driver 
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Real Estate Investment Trusts – Market Capitalization 
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Commercial Real Estate – Rents and Vacancies 

INDUSTRIAL - 2011.Q2 OFFICE - 2011.Q2 RETAIL - 2011.Q2

Vac Metro Vac %

Eff Rent 

$ Vac Metro Vac %

Eff Rent 

$ Vac Metro Vac %

Eff Rent 

$

1 Los Angeles 7.3% $6.68 1 Honolulu 7.9% $21.99 1 San Francisco 3.8% $29.71

2 Salt Lake City 8.4% $4.86 2 Albany 8.4% $14.94 2 Fairf ield County 4.5% $24.99

3 San Francisco 10.1% $7.87 3 New  York 8.9% $55.26 3 Northern New  Jersey5.8% $24.42

4 Houston 10.4% $5.59 4 Pittsburgh 10.6% $17.80 4 Long Island 5.9% $22.68

5 Orange County 10.4% $8.13 5 Long Island 11.9% $19.88 5 San Jose 6.1% $26.61

6 Portland 10.6% $6.19 6 San Francisco 12.0% $22.25 6 Los Angeles 6.2% $25.17

7 Kansas City 10.7% $6.49 7 Trenton 12.5% $24.50 7 Oakland-East Bay 6.4% $24.90

8 Long Island 11.2% $5.45 8 Oklahoma City 12.7% $14.66 8 Orange County 6.4% $26.58

9 Minneapolis 11.5% $4.96 9 Boston 13.1% $27.10 9 Suburban Virginia 6.4% $24.30

10 Seattle 11.6% $7.46 10 Louisville 13.3% $14.81 10 Boston 6.7% $19.51

National Average 12.8% $5.27 National Average 15.7% $20.59 National Average 10.4% $16.43

Min 7.3% $2.77 Min 7.9% $14.46 Min 3.8% $9.81

Max 23.4% $8.13 Max 25.6% $55.26 Max 17.1% $31.80

Spread 16.1% $5.36 Spread 17.7% $40.80 Spread 13.3% $21.99

Source: CBRE Econometric Advisors, Greer Advisors, LLC Source: REIS, Greer Advisors, LLC
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Commercial Real Estate Volume 
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Commercial Real Estate Volume 
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Economic SWOT Analysis 

Strengths: 

 Best Source for Education 

 Strong On Natural Resources 

 Strong Military Power 

 One of Most Stable Economies  = Flight to Safety 

 

Weaknesses: 

 Deficit 

 Consumer Confidence 

 Poor Employment Situation 

 

Opportunities: 

 “All Time” Lowest Rates – Lock in Rates 

 Large Spread in Class B & C Capitalization Rates  vs. 10 Year 

 

Threats: 

 A Major Sovereign Default will Hinder Global Stability 

 “Kicking the Can” 
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Economist’s Conclusions 

• Opportunities do not last forever  

• Low rates won’t last forever 

• There is a limited supply of developable land 

• Real estate bottomed out – volume in 2009 – price PSF in 2010 

• Real estate normally is not the largest expense in a business 

• Real estate goes up in the long run 

• Real estate will always be in demand in growth markets 

• Real estate is perceived as an excellent hedge against inflation 
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Benefits of Purchasing Commercial Property 

• Fixed Costs: Locking in your commercial 

mortgage long-term can give your business clear, 

fixed costs. 

• Tax Deductions: The associated costs of owning 

and occupying a commercial property can provide 

expense deductions in the form of mortgage 

interest, property taxes and other items. 

• Additional Income: Owning your property can 

offer the advantage of renting out extra office space 

adding another source of income.  

• Retirement Fund: The prospect of owning 

commercial space and having the property 

appreciate over time, allows the owner to sell out 

and fund their retirement.  
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Benefits of Leasing Commercial Property 

• Prime Property: A leasing commercial space option 

provides a business with the chance to rent in an area 

with a good location and high image. If your business 

is dependent on location and image, such as retail or 

restaurants, the leasing option is much more 

affordable.  

• Free-up Working Capital: With your money not tied 

up in real estate your business can respond to 

opportunities in the market. In addition, your ability to 

borrow funds will not be as limited as with buying 

commercial space. 

• More Time: Any type of ownership comes with 

headaches. A leasing option affords the time to focus 

solely on running your business.  
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Downside of Purchasing and Leasing Commercial Property 

Purchasing Commercial Real Estate 

Lack of Flexibility: A new or growing 

business may experience unexpected 

needs in the future. If your business 

continues growing, your owned 

commercial space may become 

inadequate forcing a sale of the property.  

Upfront Costs: Buying commercial 

property will initially cost far more upfront. 

There are property, appraisal and 

maintenance costs along with a large 

down payment and possible property 

improvement costs. 

 

Office Space Leasing 

Variable Costs: With a leasing option 

you may be subject to annual rent 

increases and higher costs at the time 

when your lease expires. 

No Equity: While leasing you will be 

funding someone else's retirement with 

your lease payments. However, owning 

requires you to get involved in the 

property management business. 
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Comparison of Own vs. Lease 

OWN   LEASE 
  

              

Purchase Assumptions   Per sq ft     Lease Assumptions     

Size (Square feet)   $135.00  15,048   Size (Square feet)   15,048 

Initial Purchase Price     $2,031,480   Lease rate per RSF   $2.00 

Tenant Improvements   $50.00  752,400         Monthly lease cost net of utilities   $30,096 

Total Purchase Price     $2,783,880   Monthly utilities $0.15 $2,257 

Down Payment   10% $278,388         Monthly lease cost plus utilities   $32,353 

Loan Amount     $2,505,492         

      Loan Period     25          

                

Start-up Costs         Start-up Costs     

Down Payment     $278,388   Prepaid Rent   $32,353 

Closing costs 1.25%   $34,799   Security Deposit   $32,353 

Cost Segregation     $0         

Total out of pocket costs     $313,187   Total out of pocket costs   $64,706 

                

Monthly Costs   Per sq ft     Monthly Costs Per sq ft   

Mortgage Payment (P&I) 5.430%   $15,281   Lease Payment $1.65 $24,829 

Property Taxes   1.1% $2,598   Property Taxes   INC 

Utilities   $0.15 $2,257   Utilities 0.15 $2,257 

COA/CAM   $0.40 $6,019   COA/CAM   INC 

Total Monthly Costs     $26,156   Total Monthly Costs   $27,086 

                
Net Monthly Ownership Cost, Net of Tax Benefits 

    
Net Monthly Lease Cost 

    

Purchase and Alloc to Bldg $2,783,880 70%     Tax Benefits 40%   

  39 yrs 12 mos     Depreciation Benefit   n/a 

      Monthly depreciation @ 40% tax bracket $1,666    Operating Expense Deduction   n/a 

Property Tax, Utilities, COA/CAM   $4,350   Lease Deduction   $9,932 

Interest Deduction (5 year avg)   $4,890   Utilities   $903 

Total Tax Benefits     $10,905   Total Tax Benefits   $10,835 

Net Effective Ownership Costs   $15,251   Total Effective Monthly Lease Costs  $16,252 

Net Cost Per SF to Own     $1.01   Net Cost Per SF to Lease   $1.08 
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Five Typical Ways to Buy Real Estate  

1. Pay cash – not likely 

2. Seller carryback – not likely 

3. Conventional financing – 20% down payment 

4. SBA 7(a) – 10% down, variable rate 

5. SBA 504 – Borrower down payment can be as low as 10% 
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SBA Lending 

 

Capital - The SBA doesn’t actually make loans. Instead, they guarantee a percentage of loans 

made by lenders and/or Certified Development Companies. The SBA guarantee reduces the 

risk, which means the lending partners are more likely to help small businesses that might not 

normally qualify for conventional loans. 

 

Contracts - The federal government spends $500 billion a year in contracts. SBA works with all 

federal agencies to put at least 23 percent of that money in the hands of small businesses. SBA 

also works with small business directly, through training to help them compete for and win 

contracts. 

 

Counseling – SBA’s nationwide network includes 68 district offices (minimum of one is each 

state) , nearly 900 Small Business Development Centers, 110 Woman Business Centers, and 

350 chapters of SCORE. These business experts offer counseling and training (nearly always 

free) to over 1 million small business owners each year. 

The Small Business Administration (SBA) is a United States 

government agency that provides support to entrepreneurs and 

small businesses. The agency's activities are often summarized as 

the "3 Cs" of capital, contracts and counseling. 
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The SBA 504 Loan 

Bank Financing 50%

Company Cash Down10%

CDC Bond 40%

50%

10%

40%

Bank Financing

Company Cash Down

CDC Bond

50%

10%

0%

10%

20%

30%

40%

50%

60%

Bank Financing Company Cash Down

What is the SBA 504 loan? 
It is an economic development  tool to assist small businesses in buying fixed assets. The purpose 

is to stimulate private sector investment in business lending, to increase business productivity, 

create jobs, and improve the local economic tax base.  

 

Bank – provides a first trust deed loan for at least 50% of the total project cost. 

 

Small Business Owner – contributes a down payment of at least 10%.  

 

CDC – provides SBA-guaranteed 504 loan for up to 40% of the total project cost, or a maximum of 

$5 million ($5.5 million for manufacturing businesses).  
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Benefits of 504 Financing 

Benefits of an Owner Occupied Commercial Real Estate Acquisition 

Bank 

• 50% post debenture loan to value 

reduces risk to bank 

• Strong Historical Asset Quality vs. 

conventional 

• Branding – Leadership in national 504 

lending 

• Lower down payment provides higher 

deposit opportunities 

• Can offer longer financing terms vs. 

conventional 

Client  

• Gives client additional financing options 

• Reduced down payment for 504 (borrower 

down payment can be as low as 10%) 

• Better terms – longer amortization & 

longer terms -  lower blended rate  

• Increased liquidity for client increases 

working capital 

• SBA 504 debenture is assumable 

• Reduced LTV allows for additional credit 

financing (i.e. line of credit, leasing etc.) 

• Can be used for long term equipment 

financing   
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SBA 504 Loan Program 

• Long Term Fixed Asset Financing  

o Owner occupied commercial real estate  

o Machinery and equipment (useful life of 10 years or more) 

•No Working Capital 

Use of Funds 

Quick Reference 
 

• Bank Portion – Minimum $250M (Project size of at least $500M – New    

    Construction $1MM) 

 

• SBA Portion – Maximum $5MM or $5.5MM for manufacturers and green  

     initiatives.   

• Bank Portion = 1.50% Origination Fee on the 1st Deed of Trust 

 

• SBA Portion =   2.65% plus attorney fees 

Loan Limits 

Fees 
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SBA 504 Eligibility 

•  Company must be “for profit” 

•  Company’s average after tax income must be less than $5MM over the past 2 years 

•  Tangible net-worth of company must be less than $15MM  

•  Personal liquidity of owners < loan request 

•  Business owner must be U.S. Citizen or Permanent Resident Alien 

•  Commercial real estate must be owner 

 occupied with at least 51% occupancy  

 for an existing building. New construction  

 requires 60% occupancy with the intent to 

   occupy an additional 20% within the next  

 few years 
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SBA 504 Loan Decisioning Process 

SBA 504 Loan 

Documentation Teams work 

closely with our clients to 

ensure the closing process 

remains on track for both the 

Bank and CDC/SBA loans 

Bank Commitment Letter 

serves as verification for 

SBA approval and 

authorization 

Bank works concurrently 

with Certified Development 

Company (CDC) in the 

decisioning process 

Dedicated Teams with 

specific knowledge of the 

SBA Programs 

Bank Approval Officers help 

define and structure the total 

project 
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The 504 Loan Process Overview  – Two Tracks   

Borrower  Decides to Apply for a 504 Loan 

Loan Submitted to Bank  Loan Submitted to CDC  

CDC Review Process  
Sales Team Reviews and 

Submits to Underwriting 

Bank Reviews and 

Approves  

CDC Sends Loan Package       

to SBA  

SBA Approves Loan and 

Sends Authorization  

Bank Closes Transaction 

Funding Perm and Bridge 

Loans   

All Construction Completed – Certificate of Occupancy Issued 

Debenture Sold, Bank Retains 1st Lien, 

SBA/CDC Obtains 2nd Lien 

Bank and the CDC Service Their Funded 

Loans 
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Finding the Right CDC Partner for Your project 

Check the CDC trade association – NADCO… www.nadco.org 

 

 

 

 

 

 

 

 

   Not all CDCs are equal 

• Some are part of a larger government 

(state, county, city) economic agency 

• Some are private, non-profit operations 

and operate similar to a bank   

The bank’s associate could assist in choosing 

a CDC partner     

 

Also part of 

CDC footprint: 

- Alaska 

- Hawaii 

- Puerto Rico 

- Virgin Islands 

- Guam 

http://www.nadco.org/


Please Submit A Question Now 



Thank You 
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“Bank of America Merrill Lynch” is the marketing name for the global banking and global markets businesses of Bank of America Corporation. Lending, derivatives, and other commercial banking 

activities are performed globally by banking affiliates of Bank of America Corporation, including Bank of America, N.A., member FDIC. Securities, strategic advisory, and other investment banking 

activities are performed globally by investment banking affiliates of Bank of America Corporation (“Investment Banking Affiliates”), including, in the United States, 

Merrill Lynch, Pierce, Fenner & Smith Incorporated and Merrill Lynch Professional Clearing Corp., all of which are registered broker-dealers and members of FINRA and SIPC, and, in other 

jurisdictions, by locally registered entities. Investment products offered by Investment Banking Affiliates: Are Not FDIC Insured * May Lose Value * Are Not Bank Guaranteed.  

These materials have been prepared by one or more subsidiaries of Bank of America Corporation for the client or potential client to whom such materials are directly addressed and delivered (the 

“Company”) in connection with an actual or potential mandate or engagement and may not be used or relied upon for any purpose other than as specifically contemplated by a written agreement with 

us.  These materials are based on information provided by or on behalf of the Company and/or other potential transaction participants, from public sources or otherwise reviewed by us.  We assume 

no responsibility for independent investigation or verification of such information (including, without limitation, data from third party suppliers) and have relied on such information being complete and 

accurate in all material respects.  To the extent such information includes estimates and forecasts of future financial performance prepared by or reviewed with the managements of the Company 

and/or other potential transaction participants or obtained from public sources, we have assumed that such estimates and forecasts have been reasonably prepared on bases reflecting the best 

currently available estimates and judgments of such managements (or, with respect to estimates and forecasts obtained from public sources, represent reasonable estimates).  No representation or 

warranty, express or implied, is made as to the accuracy or completeness of such information and nothing contained herein is, or shall be relied upon as, a representation, whether as to the past, the 

present or the future.  These materials were designed for use by specific persons familiar with the business and affairs of the Company and are being furnished and should be considered only in 

connection with other information, oral or written, being provided by us in connection herewith.  These materials are not intended to provide the sole basis for evaluating, and should not be 

considered a recommendation with respect to, any transaction or other matter.  These materials do not constitute an offer or solicitation to sell or purchase any securities and are not a commitment 

by Bank of America Corporation or any of its affiliates to provide or arrange any financing for any transaction or to purchase any security in connection therewith.  These materials are for discussion 

purposes only and are subject to our review and assessment from a legal, compliance, accounting policy and risk perspective, as appropriate, following our discussion with the Company.  We 

assume no obligation to update or otherwise revise these materials.  These materials have not been prepared with a view toward public disclosure under applicable securities laws or otherwise, are 

intended for the benefit and use of the Company, and may not be reproduced, disseminated, quoted or referred to, in whole or in part, without our prior written consent.  These materials may not 

reflect information known to other professionals in other business areas of Bank of America Corporation and its affiliates. 

Bank of America Corporation and its affiliates (collectively, the “BAC Group”) comprise a full service securities firm and commercial bank engaged in securities, commodities and derivatives trading, 

foreign exchange and other brokerage activities, and principal investing as well as providing investment, corporate and private banking, asset and investment management, financing and strategic 

advisory services and other commercial services and products to a wide range of corporations, governments and individuals, domestically and offshore, from which conflicting interests or duties, or a 

perception thereof, may arise.  In the ordinary course of these activities, parts of the BAC Group at any time may invest on a principal basis or manage funds that invest, make or hold long or short 

positions, finance positions or trade or otherwise effect transactions, for their own accounts or the accounts of customers, in debt, equity or other securities or financial instruments (including 

derivatives, bank loans or other obligations) of the Company, potential counterparties or any other company that may be involved in a transaction.  Products and services that may be referenced in 

the accompanying materials may be provided through one or more affiliates of Bank of America Corporation.  We have adopted policies and guidelines designed to preserve the independence of our 

research analysts.  These policies prohibit employees from offering research coverage, a favorable research rating or a specific price target or offering to change a research rating or price target as 

consideration for or an inducement to obtain business or other compensation.  We are required to obtain, verify and record certain information that identifies the Company, which information includes 

the name and address of the Company and other information that will allow us to identify the Company in accordance, as applicable, with the USA Patriot Act (Title III of Pub. L. 107-56 (signed into 

law October 26, 2001)) and such other laws, rules and regulations as applicable within and outside the United States. 

We do not provide legal, compliance, tax or accounting advice.  Accordingly, any statements contained herein as to tax matters were neither written nor intended by us to be used and 

cannot be used by any taxpayer for the purpose of avoiding tax penalties that may be imposed on such taxpayer. If any person uses or refers to any such tax statement in promoting, 

marketing or recommending a partnership or other entity, investment plan or arrangement to any taxpayer, then the statement expressed herein is being delivered to support the 

promotion or marketing of the transaction or matter addressed and the recipient should seek advice based on its particular circumstances from an independent tax advisor.  

Notwithstanding anything that may appear herein or in other materials to the contrary, the Company shall be permitted to disclose the tax treatment and tax structure of a transaction 

(including any materials, opinions or analyses relating to such tax treatment or tax structure, but without disclosure of identifying information or, except to the extent relating to such 

tax structure or tax treatment, any nonpublic commercial or financial information) on and after the earliest to occur of the date of (i) public announcement of discussions relating to 

such transaction, (ii) public announcement of such transaction or (iii) execution of a definitive agreement (with or without conditions) to enter into such transaction; provided, 

however, that if such transaction is not consummated for any reason, the provisions of this sentence shall cease to apply.  Copyright 2011 Bank of America Corporation. 


