Bridging the Capital
Access Gap

A Curriculum for Lenders, Business Development
Organizations, and TA Providers
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CHAPTER 4

Preparing for the Next Level (Module 15)
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Preparing for the Next Level:
What You’ll Learn

* Underwriting criteria for larger loans.
* Profit & Loss and Balance Sheet quality indicators.
* Introduction to Personal Financial Statements.

* ldeas for building your capital access program.
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The bar is higher for loans over $50,000

As loans get larger, the underwriting criteria gets more stringent:
* Requires higher sales and profits.

* More excess cash. O

Better credit.

More years of experience.

Better, cleaner, more documentation.

Additional requirements such as insurance.
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Criteria for larger loans

CASH

$ $ 1.25 or higher ratio based on m
business P&Ls, Balance Sheets, and d

tax returns for the past 2-3 years.

COLLATERAL .

@ Fixed assets (first or second 150
@ position) valued at / having equity

the loan amount.

CREDIT

FICO over 680, no slow pays, no
collections, not over leveraged.

CONDITIONS

In a stable industry, significant
industry experience, long-term
banking relationships.
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Profit and Loss Statement

A financial statement that summarizes the revenues, costs, and expenses
incurred during a fiscal year. Lenders might do a three-year trend analysis.
Quality indicators:

* Sales growing.

P&L $

Cost of Goods Sold as % of sales: stable or declining.

Gross Margins as % of sales: stable or growing.

Overhead as % of sales: stable or falling.

—

Net profit in dollars and as % of sales: growing.
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Balance Sheet

The Balance Sheet is a snapshot of a business’s financial condition.

* |t is a source and use statement:
— Where a company gets its funds (liabilities & net worth)

— How a company uses its funds (assets)

It shows how well a company manages its assets
and liabilities and where the business’ cash is.

Lenders might do a three-year Balance Sheet
trend analysis when underwriting larger loans.
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Balance Sheet quality indicators

Cash for operations: Cash in bank, savings, line of credit available.

O,

Retained Earnings: Positive and growing. —

Total Equity: Positive and growing.

LS $ § § §

Debt to Equity / Liquidity Ratios within industry norms.

Operating Cycle within industry norms.

Days receivable, inventory, payables, accruals within industry norms.

Sufficient permanent working capital.

RN
BRIDGING THE CAPITAL ACCESS GAP // CH. 4 PREPARING FOR THE NEXT LEVEL // MODULE 15: PREPARING FOR THE NEXT LEVEL USC G+ ICIC 10
W



Personal Financial Statements

* A document that outlines an individual's financial position
at a given point in time.

* Includes information about the individual, such as name,
address, spouse.

* Personal balance sheet listing assets, liabilities, and net worth.

* Lists sources of income.

* |Investments and retirement accounts.
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Excel Personal Financial Statements

* Available on SCORE’s website:

https://www.score.org/resource/personal- 8 — $
financial-statement-template.

* Consider creating your own simplified %

personal financial statement.

* Most clients will need help completing
this form.

RN
BRIDGING THE CAPITAL ACCESS GAP // CH. 4 PREPARING FOR THE NEXT LEVEL // MODULE 15: PREPARING FOR THE NEXT LEVEL IlSC "i:i\:;:" ICIC 12
»


https://www.score.org/resource/personal-financial-statement-template

Helping Clients

* Most clients will need a series of capital access services.

* One set of services are needed by start-ups and
business’ seeking microloans.

* A very different set of services are needed to help clients
qualify and apply for larger loans.

* What is your organization’s mission — helping
disadvantaged communities or job creation.

* What are your resources — funding, number of staff,
and staff skills.
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Financing is Hard! Take Time to Plan.

* Ask your team to watch this LISC capital access training series.

* Discuss where your organization should focus based on your
mission and resources. € $

* Take an inventory of existing skills and knowledge.
* Identify gaps and a plan for filling the gaps. »/dx
* Determine budget needed.

* Make a plan: undertake professional development, design
services, research lenders, conduct outreach.
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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

I N
BRIDGING THE CAPITAL ACCESS GAP // CH. 4 PREPARING FOR THE NEXT LEVEL // MAIN TOPICS .‘:.i"z“ ICIC 16
W



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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G ICIC

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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