Why Do You Need Financing?


· Research and development

· Growth (or Start-up) expenses

· Purchase a business

· Seasonal working capital

· Permanent working capital

· Equipment acquisition

· Real estate acquisition

· Other: __________________
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Fitting the Loan to the Need

Short-term Debt

Used to meet short-term needs, such as seasonal inventory purchases or 
short-term liquidity problems;  repayment within one year

Intermediate Debt

Three to seven years.  Used for permanent expansion of working capital or to acquire equipment

Long-term Debt

Used for real estate purchases or the initial purchase of a business
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Debt or Equity 
Financing Considerations

· Change in ownership

· Obligation to repay

· Tax considerations

· Capital structure

· Time required to do it

· Cost of obtaining the funds

· Personal factors/preferences

· Lender and investor reactions
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The C’s of Credit 

· Credit History

· Character

· Capacity

· Collateral

· Conditions

· Capital
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Leasing vs. Purchasing

Advantages

· Usually no down payment

· Often over a longer time period than a loan

· Protects against equipment obsolescence

· May allow “off-balance-sheet” financing

· Increases possible sources of financing

Disadvantages

· May cost more if tax advantages lost

· May not own asset at end of the lease

· Is still a long-term legal obligation
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Other Sources of Financing

· Self

· Friends and Family

· Suppliers

· Customer Deposits

· Credit Cards

· Insurance Companies

· Factoring Companies

· Loan Guarantor

· Loan Brokers

· Franchising

· Grants

· Other:

______________________________

______________________________

______________________________
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Tips for Working with Your Banker


· Deal with a local bank when possible

· Make an appointment

· Select a banker you trust

· Select a banker familiar with your type of business

· Dress appropriately

· Ask for advice

· Develop a long-term relationship

· Know your needs

· Present a complete proposal

· Explain uses and benefits of the loan

· Be flexible

· Be patient

· Tell the truth

· Recommend your banker to others
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