Bridging the Capital
Access Gap

A Curriculum for Lenders, Business Development
Organizations, and TA Providers

ISC =<ICIC
D @000 |




Main Topics
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CHAPTER 3
Best Version of the Business
(Modules 9 - 14)

Quality Applications (Module 9)
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Startups vs. Existing Businesses (Module 10)
Loan Ready vs. Not Qualified (Module 11)
Improving Credit (Module 12)

Improving Debt Service Coverage (Module 13)

Collateral (Module 14)
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Businesses




Startups vs. Existing Businesses:
What You’ll Learn

*  Why existing businesses look better to lenders.

\l/,
*  Why startups are harder to finance. \ls e
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* Financing ideas for startups and those not generally 000
served by conventional financing options. B ] B m
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Existing businesses are easier

Lenders like historic numbers — preferably several years.

They like a history of profits — preferably several years.

They like patterns of growth.

They like strong credit histories.

* They like several years of quality, accurate financials. N
_—
* Generally, don’t rely on projections for determining cash capacity. (mmmn |
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Existing businesses are more likely to...

* Have reliable experience if successful for several years.
* Have weathered an economic downturn.

* Have clean, quality financials: Profit and Loss, Balance
Sheet, bank statements, personal financial statements.

* Have fixed assets that lenders prefer for collateral.

* Be fully integrated into banking systems for tracking,
payments, transfers, etc.

* Have had time to work their way up through a bank’s
loan products.
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Startups, on the other hand...

Start-up is often defined as having less than 12 months of sales.

* S0, they don’t have numbers to show.

-

* May not have bookkeeping, checking account systems in place. D D u “

* May have few or no assets for collateral.

Q1 Q2 Q3 Q4

* May not have established banking relationship and
loan product experience.

* Don’t have profitable experience to demonstrate skills, ey
capacity, and success.

* Rely on projections to demonstrate cash capacity.
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What are the options?
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* Mission-based lenders, like CDFls. OOO
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* Use personal sources of credit: Credit cards.
Home equity loan.

* Crowdfunding. NerdWallet. Investopedia.
Library of Congress. Kiva.org.
See handout: Crowdfund the Capital Gap.
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https://www.nerdwallet.com/article/small-business/crowdfunding
https://www.investopedia.com/best-crowdfunding-platforms-5079933
https://guides.loc.gov/small-business-financing/types/crowdfunding
https://www.kiva.org/

More Options.

Savings, day job, spouse’s job.

Sell an asset.

Boot strapping.

Love money: family loan or gift. Co-signers.

Phased project plan.
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CHAPTER 3
Best Version of the Business
(Modules 9 - 14)

Quality Applications (Module 9)
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Startups vs. Existing Businesses (Module 10)
Ng;T Loan Ready vs. Not Qualified (Module 11)

Improving Credit (Module 12)

Improving Debt Service Coverage (Module 13)

Collateral (Module 14)
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LISC Capital Access Training Modules
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CHAPTER 1 CHAPTER 2 CHAPTER 3 CHAPTER 4 CHAPTER 5
Lending Landscape Underwriting Basics The Best Version of Preparing for the Resources for
(Modules 1 - 4) (Modules 5 - 8) the Business Next Level Professional Development
(Modules 9 - 14) (Module 15) (Module 16)
1 Lending Landscape 5 What is Underwriting? 9 Quality Applications 15 Preparing for the 16 Resources
2 When to Borrow 6 Five C’s Overview 10 Startups vs Next Level for Professional
Existing Businesses Development
3 Finding the Right 7 Understanding Credit g
Lender 8 Debt Service Coverage " h%?%i:ﬁggdvs
4 Building Relationships
with Lenders 12 Improving Credit
13 Improving Debt Service
Coverage
14 Collateral
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Thank you for joining us!

Presenter: Susan Brown

Business & Nonprofit Development
Microlending & CDFI Capacity Building
Online Program Design
susanrileybrown.com

Together with residents and partners, we forge
resilient and inclusive communities of opportunity
across America—great places to live, work, visit,
do business and raise families.

Learn more at: lisc.org
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ICIC drives inclusive economic prosperity in
under-resourced communities through innovative
research and programs to create jobs, income,
and wealth for local residents.

Learn more at: icic.org
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