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Who We Are
ª Since 1989, the Collin SBDC has been a partnership 

between the U.S. Small Business Administration, the 
State of Texas, and Collin College.

ª Through this partnership, one-on-one, confidential 
consulting is provided at no charge. 

ª Low cost workshops and seminars are scheduled on 
topics that are essential to business success.



What We Do
ª Counseling

ª Training

ª Research



Covered in this workshop
� Are You Bankable

� C’s of Credit

� Startup capital

� Sources of capital

� Personal savings

� Family and friends

� Personal Investors

� Bank loan (SBA guaranteed)
� Venture Capital

� Angel Investors

� Peer – to peer lending

� Crowd lending



C’s of Credit

� Credit History
� History is a prediction of successfully 

meeting future obligations

� Collateral



COLLATERAL TYPE BANK SBA 

HOUSE: Market Value x .75
- Mortgage balance Market Value x .80

- Mortgage balance

CAR: nothing nothing

TRUCK & HEAVY 
EQUIPMENT: Depreciated Value x .50

same

OFFICE EQUIPMENT: nothing nothing

FURNITURE & 
FIXTURES: Depreciated Value x .50 same

INVENTORY:
Perishables nothing nothing

JEWELLERY nothing nothing

OTHER 10%-50% 10%-50%
RECEIVABLES Under 90 days x .75 Under 90 days x .50

STOCKS & BONDS 50%-90% 50%-90%

MUTUAL FUNDS nothing nothing

IRA nothing nothing
CD 100% 100%

COLLATERAL TYPE 





C’s of Credit

� Credit History
� History is a prediction of successfully 

meeting future obligations

� Collateral
� Capacity

� Your ability to repay the loan
� Cash flow ability with the loan (existing)
� Outside income (startups)



C’s of Credit (continued)
� Conditions

� Current conditions of your current industry
� If it is not the banks policy to loan to the particular 

industry, they will not regardless of the C’s

� Character
� Criminal record

○ Parole, probations, felony (charges)
○ Credit is also affiliated with character

� Cash
� Your equity injection.  Normally 15-30%



Credit Reports

� How file is established
� Lender will look at personal credit report.  

You and your business are the same in 
beginning

annualcreditreport.com

http://www.annualcreditreport.com/


Credit 
Score

Really need 
700+

� Scores range between 300 - 850
� 35 percent of the score is based on your payment history. 
� 30 percent of the score is based on outstanding debt. 
� 15 percent of the score is based on the length of time you've 

had credit. 
� 10 percent of the score is based on new credit. 
� 10 percent of the score is based on the types of credit you 

currently have. 



Determine How 
Much Money 
You’ll Need to 
Get  the 
Business 
Started and 
Running



Start Up Capital

Start 
Up 

Costs

Furniture

Machinery

Equipment

Opening 
Inventory

Signage

Pre 
Opening 
Salaries

Rental 
Deposits

Leasehold 
Improve-

ments



Working Capital

Working 
Capital

Payroll

Rent

Taxes

SuppliesInventory

Accounting 
and Legal

Utilities



Total Amount Needed to Start 
the Business

100% of Start-Up Costs

PLUS

At Least 6 Months of 
Working Capital Needs



Equity Injection

� Equity is the money a business owner 
invests in the business.

� A lender wants to make sure that a new 
business owner can provide at least 20% of 
the loan amount in equity.

� You must have skin in the game for a lending 
institution to be willing to put in theirs.

� Think of it this way:  Why should they invest 
in the business if you’re not willing to.



Sources of Capital

� Personal savings

� Family and friends

� Personal Investors

� Bank loan (SBA 

guaranteed)

� Venture Capital

� Angel Investors

� Peer – to peer lending

� Crowd lending



Personal Funds

� Savings
� Home equity loan
� Personal loan
� 401(k) *  (pretax retirement not post tax)

*  Warning: If you’re under age 59 1/2 and you do it 
wrong, you’ll have to pay taxes on the money you use as 
well as risk an early-withdrawal penalty.



Family and friends
� Everybody loves your idea until they 

actually have to give you the money

� Present the business to them

� Written agreement or promissory note

� “Constant contact”, entitled to pester you

� Beware of interest free loans



Imputed Interest

Interest-free loans and the IRS. The 
IRS, if it learns about your interest-free 
loan, can "impute" interest on the loan. 
That is, it will treat you as though you had 
earned interest and require you to report it 
as taxable income. For most personal 
loans, this won't be a problem. Uncharged 
interest can be treated as a tax-free gift, as 
long as the total amount given to the 
borrower is less than the gift-tax exclusion 
amount for the calendar year.



Key Points to Borrowing Money

Industry 
Experience Equity Injection

FICO Score Repayment 
Options

Collateral



What are the first steps
in contacting a lender?

First Steps
� • Call the commercial lending department (or a 

bank’s branch) to find out the business loan 
rules.

� • Ask if the lender is looking for loans of
� your size and type.
� • Ask for a loan application.
� • Prepare all the requested documents and 

include a business plan.
� • Make an appointment.
� • Rehearse your presentation.
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Bank Lending
� Industry they like

� Owner’s equity
� All 20% owners good credit quality

� All 20% owners personal guarantee with 
minimum of 50%

� Strong collateral including personal collateral

� Sufficient cash flow (startups outside income)

� Direct Industry experience ( franchises are 
sometimes an exception)



SBA Guarantee

� “Under the guaranty concept, commercial 
lenders make and administer the loans. The 
business applies to a lender for their 
financing. The lender decides if they will 
make the loan internally or if the application 
has some weaknesses which, in their 
opinion, will require an SBA guaranty if the 
loan is to be made.”



Bank will need
� 3 years business tax returns

� Shows cash flows and trends

� 3 years personal tax returns
� shows previous income and collateral, current debt

� Personal Financial Statement
� shows collateral, owner’s equity, current debt

� Business Plan

� Summary of use of funds (start up costs)
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What’s Missing?



According to the SBA
� “At this time, Congress has not set 

aside any monies for grants to start 
and/or expand a small business. The 
U.S. Government does have grants 
that meet other purposes not related 
to business needs. The following 
website contains some of those 
resources:” 
http://www.sba.gov/financing/basics/gra
nts.html

http://www.sba.gov/financing/basics/grants.html


www.freegovmoneymoney.us/google







What is Venture Capital?

� Venture capital (VC) is financial capital
provided to early-stage, high-potential, 
high risk, growth startup companies. The 
venture capital fund makes money by 
owning equity in the companies it 
invests in, which usually have a novel 
technology or business model in high 
technology industries, such as 
biotechnology, IT, software, etc.

http://en.wikipedia.org/wiki/Financial_capital
http://en.wikipedia.org/wiki/Growth_investing
http://en.wikipedia.org/wiki/Startup_company
http://en.wikipedia.org/wiki/Equity_(finance)
http://en.wikipedia.org/wiki/Business_model
http://en.wikipedia.org/wiki/Biotechnology
http://en.wikipedia.org/wiki/Information_technology
http://en.wikipedia.org/wiki/Software


Venture Capital

� Every year, there are nearly 2 million 
businesses created in the USA, and 
600–800 get venture capital funding.

4/100 of 1%



Venture Capital

� High growth potential
� Expensive capital source
� Exchange for equity
� Successful exit event
� Reaching an IPO stage
� Timeframe typically 3 – 7 years
� Target minimum returns in excess of 

40% per year



Easy if ……..

� Solid business plan
� Good management team
� Investment and passion from the 

founders
� Good potential to exit the investment
� Returns in excess of 40% per year
� Fast growing technology, life sciences or 

biotechnology fields



Find investors

www.gobignetwork.com



What are Angel Investors ?

� Angels typically invest their own funds, 
unlike venture capitalists, who manage 
the pooled money of others in a 
professionally-managed fund.  Although 
typically reflecting the investment 
judgment of an individual, the actual 
entity that provides the funding may be a 
trust, business, limited liability company, 
investment fund, etc.

http://en.wikipedia.org/wiki/Venture_capital
http://en.wikipedia.org/wiki/Collective_investment_scheme
http://en.wikipedia.org/wiki/Trust_law
http://en.wikipedia.org/wiki/Limited_liability_company
http://en.wikipedia.org/wiki/Investment_fund


Angel Investors
� Extremely high risk
� Subject to dilution from future investment 

rounds
� Very high ROI
� Large percentage are lost completely
� Seek return of 10 or more times initial 

investment in 5 years
� Defined exit strategy such as IPO or 

acquisition
� Trend is to look for returns 20x to 30x
� IRR typically as low as 20 -30 % due to 

failures



By industry segment
� healthcare/medical 30%

� software 16%

� biotech 15%

� industrial/energy 8%

� retail 5%

� IT services (5%)



Crowdfunding

� Peer to Peer Lending
� Crowd funding
� Crowd lending
� Crowd financing
� Hyper funding



Types of Crowd Funding
Here are the basics of the types of Crowdfunding available to businesses 
and individuals.

� Donation Crowdfunding - People donate money (often in small 
increments) towards a project, cause or company.

� Reward Crowdfunding - People receive a reward in return for their 
contribution. Rewards are non-monetary; such as a thank you, a t-
shirt, discount or opportunity to pre-order the product that's being 
funded.

� Debt Crowdfunding - Individuals or businesses can use debt 
crowdfunding to borrow money from people instead of lending 
institutions like banks.

� Equity Crowdfunding - Businesses can connect with investors who 
will receive equity or company ownership in return for their contribution. 
Investors will receive a dividend or appreciation on their investment.



Google: “How to do a 
crowdfunding campaign”
� 8 Steps to Launching a Successful Crowdfunding 

Campaign
� 10 Secrets of Highly Successful Crowdfunding 

Campaigns
� Before You Launch Your Crowdfunding Campaign, Read 

...
� How to Launch a Successful Crowdfunding Campaign ...
� How Not To Do A Crowd Funding Campaign! - Plastic 

Hallway
� 3 Things You Must Do to Make Your Crowdfunding 

Campaign
� How to Crowdfund (with Pictures) - wikiHow
� Traffic Tips to Kickstart your Crowdfunding Campaign
� How to Create a Successful Crowdfunding Campaign ...
� 10 Social Media Tips for a Successful Crowdfunding ...

http://www.entrepreneur.com/article/236582
http://ignitiondeck.com/id/10-crowdfunding-secrets/
http://www.forbes.com/sites/lawtonursrey/2014/03/18/before-you-launch-your-crowdfunding-campaign-read-this/
http://www.onlinemba.com/crowdfunding/
https://www.plastichallway.net/how-not-to-do-a-crowd-funding-campaign/
http://www.inc.com/molly-reynolds/crowd-funding-must-dos.html
http://www.wikihow.com/Crowdfund
http://tripleseo.com/traffic-marketing-crowdfunding/
https://www.distilled.net/resources/how-to-create-a-successful-crowdfunding-campaign/
http://mediashift.org/2013/12/10-things-to-know-about-social-media-savvy-crowdfunding/














21,455 backers for $929,150 
Plano TX



Closes today – August 6th, 2015
Dallas, TX





� Coolest Kickstarter Video

https://www.youtube.com/watch%3Fv=l4irb2K1p8E




Partial list

o Rockethub.com
o Profounder.com
o Peerbackers.com
o Kickstarter.com
o Indiegogo.com =>  for film or music industry

o Quirky.com => for inventors

o Invested.in.com



� Another aspect of crowd funding is tied into 
the United States of America JOBS Act 
which allows for a wider pool of smaller 
investors with fewer restrictions. The Act 
was signed into law by President Obama 
on April 5, 2012. The U.S. Securities and 
Exchange Commission is going to have 
approximately 270 days from the 
enactment date to set forth specific rules 
and methods to ensure that funding will 
actually take place.

http://en.wikipedia.org/wiki/U.S._Securities_and_Exchange_Commission


Summary
� Are You Bankable

� C’s of Credit

� Startup capital

� Sources of capital

� Personal savings

� Family and friends

� Personal Investors

� Bank loan (SBA guaranteed)
� Venture Capital

� Angel Investors

� Peer – to peer lending

� Crowd lending



Questions


