Car Wash Financing Whitepaper

Brought to you by CarWashLoans.us

An educational resource explaining how lenders evaluate car
wash financing, structure, and risk.

Introduction

Car wash financing is often misunderstood by borrowers because lenders evaluate these
projects differently than traditional retail or office properties. Cash flow patterns,
equipment intensity, site layout, membership programs, and operational consistency all
play arole in how a deal is structured.

This whitepaper is designed to help car wash owners, investors, and advisors understand
how lenders think, what financing options typically exist, and how to present a cleaner,
more compelling loan request.

This is an educational guide. It is not an offer to lend or a commitment to finance.

1. How Lenders View Car Wash Businesses
From a lender’s perspective, a car wash is both a real estate asset and an operating
business.

Key considerations include:
¢ Predictability of cash flow
e Stability of revenue across seasons
¢ Equipment condition and remaining useful life
e Location visibility, traffic counts, and access
¢ Management experience and operational controls

Unlike passive real estate, lenders expect car wash operators to demonstrate hands-on
involvement or documented management systems.

2. Common Types of Car Wash Properties



Different formats can materially affect financing terms.

Self-Serve Car Washes
e Lower staffing requirements
¢ Revenue tied closely to weather and location
o Often financed with conservative leverage

Automatic and In-Bay Washes
e Higher equipment costs
e Stronger throughput
e Better scalability when properly maintained

Express Tunnel Washes
e Membership driven revenue
e Higher upfront development cost
e More attractive to institutional lenders when stabilized

Hybrid Models
e« Combination of self-serve and automatic
e Financing depends on revenue mix and operating history

3. Primary Financing Options for Car Washes

Conventional Bank Loans
e Typically require strong credit and liquidity
e Lower leverage compared to SBA
o Best for stabilized, well-located sites

SBA 7(a) Loans
¢ Common for acquisitions and refinances
e Longer amortization terms
e Caninclude equipment and working capital

SBA 504 Loans
e Designed for owner-occupied real estate
o Fixed-rate component



Often used when real estate represents a large portion of the capital stack

Private and Bridge Loans

Shorter term
Higher rates
Used for acquisitions, repositioning, or transitional periods

4. Typical Loan Structures

While every deal is unique, lenders often structure car wash loans around:

Loan-to-cost or loan-to-value ratios
Debt service coverage requirements
Equipment appraisals

Personal guarantees

Reserves for maintenance and repairs

Leverage is often capped lower than retail or multifamily due to operational risk.

5. Cash Flow and Coverage Ratios

Lenders focus heavily on the ability of the car wash to service debt.

Common metrics include:

Net operating income after realistic expenses

Historical revenue trends

Membership retention rates

Debt service coverage ratios commonly targeted above 1.25x

Overstated revenue or understated expenses are common reasons deals stall.

6. Equipment Matters More Than Many Borrowers Expect

Carwash equipmentis not just an operational concern. Itis a financing concern.
Lenders evaluate:

Age of equipment



e« Manufacturer reputation
¢ Maintenance history
¢ Replacementtimelines

Outdated or poorly maintained equipment can reduce loan proceeds or require reserves.

7. Acquisition vs. Refinance vs. Development

Acquisitions
e Emphasis on historical financials
e Seller verification is critical
e Deferred maintenance is closely examined

Refinances
e Appraisals matter more than purchase price
e Cash-out may be limited
e Existing debt terms are reviewed closely

Ground-Up Development
e Higher equity requirements
e Construction budgets are scrutinized
e Experience of the sponsor s critical

8. What Lenders Expect from Borrowers

Prepared borrowers typically provide:
e Clear personalfinancial statements
e Business taxreturns and interim financials
e Rentrolls or membership reports
e Equipmentlists
e A concise project narrative

The clearer the story, the smoother the underwriting process.

9. Common Mistakes That Delay Financing



¢ Incomplete financial documentation

¢ Unrealistic revenue projections

e Ignoring equipment condition

¢ Underestimating operating expenses

¢ Waiting too long to engage financing partners

Most delays are avoidable with early preparation.

10. How to Use This Guide in Real Financing Discussions

This whitepaper is designed to help borrowers, investors, and advisors approach car wash
financing conversations with greater clarity and realism.

Rather than focusing on rates or lender names, use this guide to understand how financing
decisions are actually evaluated and structured.

Recommended approach:

e Usethe conceptsin this guide to understand how lenders assess cash flow,
leverage, and risk

e Compare financing options based on structure, flexibility, and long-term fit, not just
headline terms

e Prepare a concise summary of your project using the same metrics lenders typically
review

e Treatexamples and calculations as directional guidance, not loan quotes or
commitments

When used this way, the information in this guide can help you communicate more
effectively with lenders, ask better questions, and position your project in a way that aligns
with underwriting expectations.

Final Thoughts

Carwash financing is not one-size-fits-all. The strongest outcomes occur when borrowers
understand how lenders evaluate risk and structure deals accordingly.



By focusing on clarity, realism, and preparation, borrowers can significantly improve both
approval odds and loan terms.
This whitepaper is intended to help you think like a lender before you ever submit a request.

Disclaimer

This document is provided for educational purposes only. It does not constitute financial,
legal, or tax advice. Financing programs, underwriting standards, and market conditions
change over time. Always consult qualified professionals before making financing
decisions.



