
SMALL BUSINESS

Consider Buying Your O�ce Space,
Expert Advises Small Businesses
The ‘5 Cs’ Lenders Look for When Considering Applicants. It’s not a question of if,
but when most business owners should think about owning commercial property,
says �nancial expert and small-business advocate, Chris Hurn.

Oct. 26, 2012

It’s not a question of if, but when most business owners should think about owning
commercial property, says �nancial expert and small-business advocate, Chris Hurn.

Owning your workplace is a path toward long-term wealth – one that doesn’t rely on
constantly bringing in new income, says Hurn, author of “The Entrepreneur’s Secret
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to Creating Wealth: How the Smartest Business Owners Build Their Fortunes,”
(www.TheEntrepreneursSecretBook.com).

“Once they’ve established their business, usually after about three to six years of
operation, they should look into property ownership – owning their store, of�ce, or
other workspace,” says Hurn, who has been featured in the Wall Street Journal, the
New York Times, Bloomberg Businessweek and other �nancial publications and TV
news shows.

“The smartest way to do that is through the SBA 504 – a little-known loan program
administered by the Small Business Administration. It offers long-term �nancing at
below-market �xed rates, which businesses generally can’t get through banks.”

Whether or not business owners qualify for the SBA 504, they will bene�t by
knowing the “�ve Cs” lenders look at when considering loans, Hurn says.

Collateral: Lenders – usually banks – will want to know that the property in
question is worth the loan. The property to be purchased is the lender’s collateral,
so it must have the potential to cover the loan if for some reason owners can’t.
Lenders will consider the age of a property and other factors, including whatever
equipment may be involved.
Cash �ow (or capacity): The lender will look to see how much cash the business
generates along with the amount of existing and proposed debt. In other words,
they’ll want to know the cash available to service the total debt. A lender will also
consider current rental payments, plus noncash expenses such as depreciation,
amortization and interest costs.
Credit analysis: This reveals the business owner’s history of making good on debts
and other obligations. The higher the credit scores, the better. Lenders generally
shy away from credit scores lower than 650, however, they will often listen to
credible explanations on lower scores.
Character: Numerous late payments, for example, suggest that owners do not
manage debts responsibly, which will likely be indicated in a credit score. Factors
that determine character judgment are largely subjective. An applicant can supply
evidence in his or her favor.
Conditions: What are the conditions in the industry and the economy? The better
those conditions, the more likely lenders are to give applicants a plus in this
bracket. Conditions are often out of a borrower’s control, which makes a positive
showing of the other four factors that much more important.
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———————————- 
About Chris Hurn

Chris Hurn is CEO and co-founder of Mercantile Capital Corp. based in Orlando, Fla.
MCC has earned numerous accolades and has been featured in the Wall Street
Journal, the New York Times, Bloomberg Businessweek magazine, Forbes and
SmartMoney, among others. Hurn has been a frequent guest on Fox Business News
and PBS. He graduated from Loyola University Chicago with two magna cum laude
bachelor’s degrees and earned his master’s degree from the University of
Pennsylvania’s Fels Institute (formerly at the Wharton School of Business). He is also
the CEO, chairman and co-founder of an upscale men’s barbershop franchise called
Kennedy’s All-American Barber Club.
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