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What does “mechanical action”
have to do with wash quality?

This father and son team are
setﬁng their sights on franchising
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LIST OF ITEMS NEEDED

Institutional (bank) financing




(Continued from prior page)

This well prepared list will allow the lend-
er to expedite their decision. Most likely any
borrower will shop two to three lenders, so
speed up the process and give the borrower a
negotiating position.

Keep in mind, a full-service carwash is a
“Single use Business” and therefore it's con-
sidered more risky for lenders. Targeting
banks that specialize in that market are to
your benefit. CarWash Brokers Inc. website
www.carwashbrokers.com has a REFER-
ENCE list of qualified lenders for your pe-
rusal.

The previous information is a fast track
model to obtain a decision from a lender for a
sale, a conversion to express and or remodel.
However, the following equation is a basic
forumla that will self qualify a borrower for
an institutional loan:

e 25 percent down payment (75 percent of

the purchase price to be banked).

¢ Excellent borrower credit.
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¢ Experience in the carwash business.
o Carwash business includes the land in a
“nutshell.”
These items can assure most borrowers
that a loan will be approved.

Seller carry back
This form of financing is when the carwash
owner (the seller) is the “bank.” As an exam-
ple, the buyer will put typically 25-35 percent
cash down and the seller will take a promis-
sory note for the
* $1,000,000 Sales price
e $250,000 Down
e $750,000 Promissory Note from the
seller to the buyer including 8 percent
interest amortized over 10 years pay-
able in equal amortized payments of
$ (no prepayment penalty)
commencing 30 days from the close of
escrow. The buyer will give a personal
guarantee note with a due on sale clause.

This type of financing is typically designed

when the carwash is on leased land or if there
is soil contamination.

The waiting game

Institutional (bank) financing is a process
that may take as long as three to four months
to complete. The bank will have to order
appraisals, environmental reports, surveys
and title policies which all consume valu-
able time. There are very strict guidelines
for both conventional and government SBA
(Small Business Administration) loans. To-
day the bank lending rates are very desirable
(% points over prime 4.5 percent) 6-7 per-
cent total. Therefore, the exhausting process
of using bank financing is very unpopular.
The challenge of course is qualifying both
the borrower and the carwash business to the
satisfaction of the bank to lend.

“Show me the money” is easier said than
done. Carry back financing is the easiest fi-
nancing to obtain. Often, sellers” tax implica-
tions of taking all the money from a sale at

XpresSystems RFID

+Low Cost Upgrade to your Existing Entry

System
+Quick and Easy Install

+Single or Multi lane Systems

+*Network Multiple Sites

+Remote Management Control

+Online Sign Up
+Sign Up Kiosk

ICA Booth
#539

Unlimited Programs ¢*Monthly or
Annual Payment Plan +Prepaid
Loyalty+Pay Per Use

952-758-4399

www.xpreswash.com

FREE INFO: Reader Service 248 or Carwash.com/freeinfo
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Down payment required?

Yes, often 20% or greater

No, but does require first/last payment

Secured with collateral?

Yes

Yes, but against equipment only

Tax Deductible

You may be able to claim deductions for depreciation
and interest (check with your tax advisor)

The entire lease payment can be claimed under
most types of leases (check with your tax advisor)

Impact on your balance sheet

Appears as asset and liability

With a properly structured lease, the equipment
does not appear as an asset or liability
(check with your tax advisor)

Impact on cash flow

Down payment can strain cash flow

Typically spread out over time

Impact on a line of credit

Impairs ability to use line of credit

No impact on line of credit

Impact on personal credit bureau report

Loan appears on credit report

Lease does not appear on credit report

closing is ultimately not favorable. Therefore,
both the buyer and seller can speed up the
sales process with a carry-back promissory

note from the seller to the buyer. In this type

of financing the seller retains ownership to all
the assets (as collateral via a recorded lien —
known as a chattel security agreement and

UUC filing) until the note is paid in full.

Both types of loans have their benefits.
However, the borrower should be aware that
legal representation is recommended due to

(Continued on next page)

Come Meet e New Zep Vehicle Care Inc.
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Zep

epvehiclecare.com | 1-877-ECOWASH
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(Continued from prior page)
an array of issues:
¢ Prepayment penalties
* Due on sales clause
¢ Personal guarantees
¢ Balloon payments
¢ Interest increases
* Note assignment clause

| For further information, visit www.

1 g g

carwashbrokers.com to view the referral
section. In addition, the packaging section
provides buyer and seller information and
shows how to prepare a package to lenders
for a quick decision. Q

Editor's Note: CarWash Brokers, Inc. is not
MAI Certified or in any way claims to be Certi-
fied Appraisers, nor purport to be experts in ap-
praisals. CWB’s acid tets, opinions of value or

market value analysis are estimates and purely
based on real estate expertise in listing and selling
carwashes. For purposes of bank financing, CWB
Inc. recommends a Certified MAI that specializes
in carwash appraisals.

Roger A. Pencek (Author) is the President and
founder of Car Wash Brokers Inc., and has been sell-
ing and brokering carwashes since 1985 is now li-
censed in nine states with 14 offices within the LISA.

Credit, loans and capital

| A Q&A with Jim Phelps, the president and owner of Capital Equipment Leasing Inc.

Q: What are some of the worst ways to go
about getting an SBA loan?

A: A lot of people think they increase their
chances of success by submitting multiple
applications at the same time. This is untrue!
Putting out applications to two to three SBA
lenders will only hurt your chances. Each
inquiry will show up on your credit bureau,
and lower your credit score. Right now a

good credit score is the most important thing

in getting a loan or equipment lease.
Another pitfall borrowers fall into is that
prior to their application for an SBA loan
being approved, they borrow money from
their friends or family to tide them over.
They all think it will be a short-term loan. In
reality, the process takes a lot longer, up to
eight weeks. It can put a lot of pressure on
the small business owner when their friends
and family become impatient and demand

repayment. It seems counter-intuitive, but
they should secure their SBA loan first, before
seeking a secondary source of funds.

Q: What is considered a good credit score?
A: A good credit score is 700 or higher. For
equipment leasing, we can go down as low
as 630, but we prefer them to be closer to 700,
the closer the better. The higher your credit
score and the longer your time in business,

Quiet Simplicity

featuring our New EM1 Motors, Stainless Steel Infrared
Heaters and our llluminator Car Wash Building.

ULTIMATE

PRODUCTS INC.

CUE visit with us at hooth 292
ultimate-products.com

FREE INFO: Reader Service 253 or Carwash.com/freeinfo
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Aerodry Systems, LLC
“The Lowest Noise Levels in the Industry”

Reliable air dryers for energy conscious operators
Efficient, versatile designs for all types of washes
Outstanding reputation with long industry history

Personalized service, dedication to quality

Contact: 303-438-0120 www.aerodrysystems.com

FREE INFO: Reader Service 227 or Carwash.com/freeinfo
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