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Lending locally

How SBA 504 loans helped three small Valley businesses grow
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& banks contnue o wrike off Tadl

loans and tlghten lending stan-

dards, some small-business own-

ers are finding themselves at a
CIOSEToad.

Evencompanies with strong craditlines
and cash flow are fnding i tough to get
g0 Loans from tanks, Others are fnaing
1t nearty impossible And S0 are turning o
alternative sourees for funds,

Many growing businesses nes loans
to boost thelr operations to compate and
galn market share. But the economic en-
VIronment and struggles n the financlal
soctor are prolonging the eredit crunch
forall types of busness,

Bob MoGes, president of Southwestern
Business Financmg Corp. m Phoeniz,

“There were
alot of very
dumb loans
made. but that
doesn’t mean
you should stop making
them.’

Bob McGes
Soutestem Business

Firancirg Com.

211l banks typleally overreact during
@oonomic slowdows, The difference this
time around 1s that many banks created
their own problems by easmng lending
standards durng thereal estate boom and
elving 10ans to DorTowers without stated
Income.

“There were a 1ot of very dumb loans
made, bt that doesm't mean you should
stop making them,” sald MeGes, whose
CcOMmpany 1s one of three I Arizona that
have becn approved by the S, Small
Business Administration to grant 50
loans, The others are Phoeniy-based Busi-
ness Development Finance Corp. and San
Dlego-basad CDC Small Business Finance
Caorp., Which operates A Fhoentx office,

The SBA s 10wW-r 18k 504 loans are for fiked-
assot projects, SUeh s renovations or pur-
chasing land, new facilitles or long-term
machinery and equipment. They have
helped scoresof Arlzona small businesses
Tote, and i doing so theyve ereated local
JoTs and revital Zed nejghborhoods,

Southwestern loaned about $90 mil-
lion for projects 0 2007, about the same
amount 1t did in 2006, This year: officlals
predicta dropof F10miNon oS mion.
Sti1. MoGee expocts lending standards o
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T Atchinson grinds a part for 8 metal security door. Atchingon works for First Impression
Security Doors, based in Gilbert. In 2002 the firm had 17 employess. Now it has 120, The

firm used approximately 31.3 million inSBA loans to purchas e warehouses and equipment.

W IDORS| FEON. T PHOREG BLTHESS KLRRAL
Gary Williams owns Academy of Classical Ballet in Peoria. He and his wife, leni, secured loans topurchase a 5,100-s quare-foot industrial
condaminium and transform it intoa dance studia

PROADED BV FITCHER SREETUDNS

After securing SBA funding for their

multim edia company, Kitchen Sink Studios
owners Mick Hower and Kory Kapfer bought
and renovated abuilding st 828 M. Third 51
in Phoenic.
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easeinthe third and fonrth quarter, which
should spur more 504 loans.

Without aceess to thess loans, many lo-
cal com panies wonld not be what they are
today Here's alook at three:

KITCHEN SINK STUDIOS

Like many entreprensurial ventures,
Nick Hower's Phoenix business had a
huamble beginning. The first base of op-
erations for the multimedia and branding
com pany was a guest house.

‘When Kitchen Sink Studios Ine. ont-
grew its next location, a 3.000squarefoot
restoration at First Avenue and Roosevelt
Street, Hower and partner Kory EKapfer
started to look for another downtown site.

“Wa love downtowt, and welike to see it
transform,” said Hower.

They found a twe-story, 5 30 squarefoot
space built in 1975 that was perfect.

After securing an SBA 504 loan and an-
other loan from Arizona Business Bank,
they bought the building at 822 M. Third
St. in 2006 for $200,000. Final upgrades and
designs boosted the total cost to more than
$1 millicn.

The space now is equipped with the
latest technology and features high eeil-
ings, an open coffes bar courtyard spacs,
sliding glass doors, and two presentation
rooms. It is conducive to the creative as-
pects of the company, which also special-
izes in computer animation, brochures,
and Web site and graphic design.

Hower said the renovations wouldn't

phaeniz bizjoumals com

LOANS: Local firms would not be what they are now without SBA funds

hava begn pessible without the SBA loan,
becausetheparters would havehadmake
adown payvment of more than 12 percent.

Kitchen Sink's 12 employees cooupy 70
petcent of the bnilding, The remaining
space is leasad.

ACADEMY OF CLASSICAL BALLET

The Williams family never envisioned
owning a dance business. But after their
15 year-old son's studio closed in the West
Valley, the idea started to take shape,

About a dozen families started talking
abont ways to keep their children togeth-
er, creating asolid coreof clients for anew
business.

“It was a risk we were willing to take,”
said Gary Williams, owner of the Acad-
emy of Classical Ballet. which opened
its doors last October at T8th Avenue and
Diesr Valley Road in Peoria.

Williams and hiswife, Jeni, aconsnultant
at Procter & Gamble, securad loans for
more than $200,000 from Camelback Com-
munity Bank and the SBA to purchase a
5,100-square-foot industrial condominium
and transform it into a full dance studio.

The space now features wood flooring,
mirrors, parent viewing areas, wireless
Internet, three large studice and four
smaller ones.

In less than a year. the business has
grown to accommodate 140 students. in-
cluding an adult ballet program.

Nine dance instructors teach tradition-
al ballet, jazz and tap. The studio also has
a partnership with the Bracken School of
Irish Dance.

Some students have landed spots at the

American Ballet Theatre, Boston Ballet
and Ballet Anstin.

“There aren't many studios in the Val-
ley that have as many gitls going to pres-
tigious stmmer camps.” Williams said. “I
think we're positionsd well.”

FIRST IMPRESSION SECURITY DOORS

Tim Cornelius could have secured com-
mercial financing from a private lender
for his door installation company, but
the SBAs locked-in 20vear rate of alittle
more than 7 percent saved his business a
lotaf morey

First Impression Security Dioors has ex-
pandedrapidly since Cornelinspurchased
it in 2002,

The company plans to open its second
manufacturing facility in Gilbert. In May,
the company opened a showroom in Peo-
ria. Itsmain office and showroom is at 1415
N. Mondel Drive in Gilbert.

“A lotof that growth has been support-
ed by the SBA,” said Cornelius, the third
owner of the company. Under his watch,
the staff has increased from 17 to more
than 120 employees.

He has used approxdmately $§1.2 million
inSBA loans to purchase warehonses and
aqui pment. $100,000,

First Impression Se ourity Doors:

wrare firstimpressio reecuityd oors com

Soart rwestern Business Financing Corpe www. et oom
Kitchen Sink Studi oz Incowawkitchens nkstudios com
Academyof Clzssical Balle twwwackalls com

504 LOANS : Long-term financing far eco-
nomic development within a community.
The 504 program provides growing, small
businesses with fixed-rate financing for
majorfixed assets, such asland and build-
ings. A certified develapment company is
anonprofit corporation set up to contrib-
ute tothe economic development of its
community. COCs work with the SBA and
private-sectorlenders.

LOANUSES: Purchasing land and improve-
ments, including existing buildings, grad-
ing, street improvements, utilities, parking
lots and landscaping: construction of new
facilities, or modernizing, renovating or
converting existing facilities; or purchasing
long-term machinery and equipment.

WHATELSE ISNEEDED: A 504 projectincludes
aloan secured with a senior lien from a
private-sectorlender covering up to 50
percent of theprojed cost, aloan secured
witha junior lien from the COC (backed by
2100 percent 5BA-guarantesd debenture)
covering up to 40 percent of the cost, and
acontribution of at least 10 percent equity
from the small business baing helped.

LOAN AMOUNTS: 1.5 million for regular 504
loans meeting the job creation criteriaora
community development goal 32 million
forloans meeting certain public policy
goals 34 million for manutacturing loans.
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