Bridging the Capital
Access Gap

A Curriculum for Lenders, Business Development
Organizations, and TA Providers
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CHAPTER 1

Lending
Landscape

(Modules 1 - 4)
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CHAPTER 2
Underwriting
Basics
(Modules 5 - 8)
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CHAPTER 3

The Best
Version of the
Business

(Modules 9 - 14)

CHAPTER 4

Preparing for
the Next Level
(Module 15)
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CHAPTER 5

Resources for
Professional
Development

(Module 16)
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When to Borrow (Module 2)
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When to Borrow:
What You’ll Learn

* Defining the Project.

* Sources and Uses of Funds.
* Good Reasons to Borrow.

* Bad Reasons to Borrow.

* Helping clients start the process.
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When to Borrow

Prepare for a 2-6
month process to
prepare and apply

Don’t all
businesses
need capital?
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Defining the Project

* Borrow for a specific project.
* Project fall into “good reason to borrow” category.
* Research costs.

* Mini business plan: feasibility, target market,
competition, marketing.

* Projection that incorporates all of the above.

*Please see Module 9: What is a Quality Application for more detail
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What is “Sources and Uses of Funds”

Summary of the project, showing:

_ _ Clarifies for the business
* Where the money is coming from owner and the potential lender

o exactly what the project is and
* What it will be used for how it is to be financed.
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Expanding from Home-Based
into Retail Space

Sources Amount

Owner savings 1,500 Deposit + 2 months rent 4,500
CDFI Loan 10,000 Fixtures 1,000

Inventory 6,000
Total 11,500 Total 11,500
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When to Borrow

First, borrow when:
* Increase sales

* Decrease overhead
* Increase efficiency
Second, borrow for the minimum

viable project but enough to
Implement the opportunity
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Good Reasons to Borrow (“Uses”)

To fund an idea that will increase sales
and/or profitability:

* Expansion
* Cashflow - timing
* Equipment for efficiency or expansion

* New opportunity

* More inventory or better terms for inventory
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Bad Reasons to Borrow

To compensate for business problems:

* Low or no profits To manage excessive debt

Start up with insufficient planning Excessive overhead

Starting a capital-intensive business To compensate for lack of budgeting or

lack of financial management

Tiny margins

Economic shift that undermines
business

Structural problems
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Helping clients start the process

Talk through the client’s idea. Define the project.

Insure it is one of the good reasons to borrow.

Draft a one-page business plan.

Draft projection. Identify additional research.

Draft sources and uses of funds.

Estimate monthly payment to ensure client can afford the loan.

*Please see Module 8: Debt Service Coverage for more detail
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Finding the Right Lender (Module 3)



Bridging the Capital Access Gap 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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