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Securing financing can be easy
once you've done your homework

Bty LEAH THISS soss o
Ome of the best sources of financing for

Four Iusdress 14 your leyeal |:1.1r.r|.||11|.'r:il.:|.'
bank.

In San [hego, we are very fortunate to
have severa] community banks that active-
b support loeal businesses and share o pas-
siom for seeing our city's businesses grow
and prosper.

While their doors are wide open, be sure
you are prepared before you nush in. In the
end, the bank s nvesting b you, Taking a
little time and effort up front to be sune
they see the very best “you™ when you walk
ih b ke your request.

Enow the incdustry vou are in and know
the stremgths and weaknesses of that
imncdustry. Where does your firm Gt n?
What opportunitics await you? What
threats coubd pose a problem?

If YOU Are a :Lu.rl:—up l'u.u'inms, hivee o
polid business plan incloding projected
sales numbers. What's vour marketing
plan? What is vour primary differentiator
that separates you from the competition?
What are war lng-term growth strabe-
st

A b all else, make sure your fnan-
rinle ore in order. The strﬂgt,h -n'l':.rnm
financial knowledge will have a huge
I paet omn vour ablliny to bormow,

While there are mony funding options,
there are tws primary fypes of business
bank loans. A lone of eredit for & business
works very similarly to that of o credit cand
foor an individual,

It = a resalsving line of credit that allows
vour Lo dbrvw against and pay back several
timwes during the life of the boan, (ftentimes
this boan is used to purchase row materials
and cover costs of doing Inmaness while
waiting to collect receivables,

A Jomg-terin eapital loan is typically used
tcr purchase a larpge tangible asset, such as a
building, machinery or other equipment,
The proceeds of the boan are paid out In ane
lumip sum up front, and payments are
made according to a schedule and & pre-
determined pavodl date s set (e a com-
merrial hli]ding p1|n:]'|ﬂ.'p|: with a term of
0 years ],

In both cases, the asets of the buaness
seeure the loans, This is done through a
stamdard Uniform  Commerdal Code
() filing, sometimes reforred to 65 &
blamket Hen. This filing covers all assets of
the: baisiness in the event the usiness fails
to make payments.

The benefit to the bne of credit = the
flexihility it provides. Itean be used for var-
s purposes and borrewed against sever-
al times during the life of the loan.

The: henefit to the long-term loan is the
set payment schedule that alkeas the busi-
s bo badget accordinglye

The nisk of each loan from the boarrower’s
standpoint is very similar, as the assets of
the business are being used as eollateral in
ane form or another in both scemarics. The
risk from the banks standpoint is dightly
higher with the line of credit becanse the
assets securcd with the UCC filing (i
invertory, receivables, ete,) may be difficult
for the bank to deal with if foreclosune
became necessary,

The loan application will require infor-
msation on the business and a personal
financial statement, ns well as o uarantes
from every person who has more than 20
percent cwnership in the company.
Typically the bank will ask for twis to three
vears of tax returms on the business as well
a5 the individuals.

I addition, they will ask for two to three
vears of financial statements, inchading
balanee shoets, eash flows and income
statements. They will alse  require
aovounis-receivable and sccounts-pavable
agmg, reports,. Government-backed bosans
such as SBA Ioans reguire much more
pruperwork and documentation,

Oine local community banker noted that
many business owners ane rehectant to pro-
vide sensitive financial data about their
firms until they are quoted sates. Sinee it is
nearly impossible to quoke accurate rates
without knowing more about vour busi-
s, voul ted to feel confident inowheo you
are submitting your documentation to and
trust that the information provided will be
kept confidential,

The more information you provide, the
more smoothly the process will go
Complete packages equal faster evalua-
tions and better decision-making by both

[F yera are unsare about your company’s
finances or do not corrently  generle
monthly financial reports, hire profession-
al help to put the appropriate accounting
svstem in place before you seek funding,
This is a solid investment, even if vou don't
have a necd for funding today.

Good rsonthly fimancial reporting will
help vou mosrtor the financial status of
VOALT OOIPAny, prepare for tases, mange
wash (o and establish seasomal bench-
rarking so that you can plan for seasons
acrordinghy

With the right accounting svstem and
aceounting professfonals in position,
pulling together the required mformation
for a loan application will be casy, Armed
with the ability to clearly state vour finan-
cial position and have the dats o justify
the funds being requested will helpto cne
ate confidence in you, your professienal-
sm amd in the end, your ability to meet
your repayviment ohligations.

One community banker said, “We will
always nsh a borrower "Heow will this loan
improve your hattom hine® The answer
voul give to this question tells s how
much ressarch you have done and how
confident you are in the sweeess of your
haisiness.”

Thisz iz CEO and president of BEES
Ine, o IS -hasied ontvonread aevounting
ard Bookbeeping-seroices conperny with
afffces tr Serre Ditego et Yoz, She cien be
rewofied f Jeadid (@ Bldsdne.cont or by visdt-
fryr e tfine. pam.
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