


Financing Your Business : Loans

Commercial Loans

Lenders, being adverse to risk, have developed criteria design to help
them determine a potential clients level of risk. Lenders look at what
can be distilled as the 5 Cs: Capacity, Collateral, Credit, Character and

Conditions.

Capacity - The ability of a borrower
to repay the loan shown by historic
cash flow (financial statements etc.)
and prospective cash flow (business
projections).

Collateral - This is the security pledged
for the repayment of the loan.

Credit - Credit shows your historic
tendency towards repaying loans and
managing borrowed capital. Both your
and your company’s credit will be
examined.

Character - The most intangible of

the criterion because it involves
impression, perception and
reputation.

Conditions - This involves the terms
of the loan, meaning interest rate
duration of loan, etc. Theses are all
established by the lending institution.

Materials Needed when Applying for Loans

e Loan Application

* Business financial statements (3 years)

¢ Current financial statements

* Financial statements from anyone who

owns 20% or more of the company
* Two years of personal income
verification
* Management resumes
* Business debt schedule

Source: Arizona Entrepreneur’s Edge

¢ Loan Proposal

* Size of Loan

* Owner Equity

* How funds will be used

* Personal credit record

¢ Description of the purpose of
the funds

e Payback plan with
contingency plan

Note: This is not meant to be an exhaustive list; each lender will have specific requirements
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Financing Your Business : Loans

Loan Assistance & Guarantees
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Financing Your Business :: SBA Programs

Minority Business Certification Programs

8(a) Program

Federal agencies set aside funds for minority-owned and socially and
economically disadvantaged firms (8(a) and SDB certified firms). The 8(a)
certification program allows such companies to compete for set aside
funds for up to nine years. At least 51 percent of the firm must be owned
by a socially and economically disadvantaged person(s). An individual’s
personal net worth cannot exceed $250,000, excluding ownership
interest in the applicant firm and equity in a personal residence, to be
considered economically disadvantaged. Benefits of the program include
technical and management assistance by SBA and its resource partners
and access to federal procurements.

Small Disadvantaged Business (“SDB”) Certification Program

This program pertains to benefits in Federal procurement. SDBs are
eligible for price evaluation adjustments of up to 10 percent when bidding
on federal contracts. SDBs must be 51 percent owned by a socially and
economically disadvantaged person(s). An individual’'s net worth cannot
exceed $750,000, excluding ownership interest in the applicant firm and
equity interest in a personal residence.

SBA Loan Programs

SBA’s Microloan Program

SBA extends funding to nonprofit intermediaries who make loans from
$100.00 to $35,000.00 to small businesses. Technical assistance is also
available to small businesses from the intermediaries.

SBA 504 Loan Program

This program is for growing businesses to finance major fixed assets
such as new machinery and equipment or real estate — including existing
buildings and/or new construction. A typical 504 project requires only
10% injection from the borrower. The program is designed to enable small
businesses to create and retain jobs.
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Financing Your Business :: SBA Programs

7(a) Guarantee Loan Program

The 7(a) program is a flexible program designed for small businesses just
starting out or those looking to expand. SBA offers loan guarantees to
participating lenders to increase access to capital for small businesses.
¢ SBA offers loan guarantees of 85 percent on loans of $150,000 and less.

Loans $150,001 to $2,000,000 receive a 75% guarantee.

$2,000,000 is the maximum gross 7(a) loan amount.

SBA’'s maximum guaranteed portion is $1,500,000.
A business must be operated for profit and may not exceed SBA’s size standards.

Interest rates are negotiated between the borrower and the lender and
are subject to SBA maximums. For loans that are more than $50,000,
interest rates must not exceed Prime plus two and one-quarter percent
(2.25%) if the maturity is less than seven (7) years, and must not exceed
Prime plus two and three-quarters percent (2.75%) if the maturity is seven
(7) years or more. For loans between $25,000 and $50,000 maximum
rates must not exceed Prime plus three and one-quarter percent (3.25%)
and three and three-quarters percent (3.75%), respectively. And, for loans
of less than $25,000, the maximum interest rate must not exceed Prime
plus four and one-quarter percent (4.25%) and four and three-quarters
percent (4.75%), respectively.

The general terms are 5 to 10 years for machinery, equipment and
working capital, and up to 25 years for the purchase and/or construction
of real estate including major renovation. A weighted average term will be
calculated for multi-purpose use loans.

Loan fees for a loan of $150,000 or less, are one percent (1.00%) of the
85% SBA-guaranteed portion. For a loan of $150,000 to $700,000, the
guarantee fee is two and one-half percent (2.50%) of the 75% guaranteed
portion. For a loan of more than $700,000, the guarantee fee is three
and one-half percent (3.50%) of the 75% guaranteed portion.

7(a) based loan programs include: SBA Express; Community Express;
Export Working Capital; International Trade

Technology Grants
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Financing Your Business : Grants & Credits

Though grants are few and far
between, many of the grants
available are offered to technology
companies. These are offered for
companies in the research and
development stage and when
preparing for market. Both the
state of Arizona and the federal
government offer these grants.

State Technology Grants

Market Assessment Grant*

Small companies receive help
determining the market potential
of a technology product under
development.

Technology Assessment Grant*
Small technology = companies
receive assistance getting their
product validated and reviewed.

Research & Development Tax
Credit*

Individual income tax credit for
qualified research conducted in the
tax year.

AZ FAST Program Grant*

Up to $5,000 in grant writing
consulting services when a small
technology company is applying for
federal Small business innovation
Research (SBIR) or Small Business
Technology Transfer (STTR) grants.

*See Appendix for further information

2009 Small Business Guide

Other Grants & Credits

Enterprise Zone*

Small businesses located within
an Enterprise Zone or that have
employeeslivingin Enterprise Zones
receive reduced primary property
taxes or credits for employees.

Arizona Job Training Grant*
Companies can receive monies,
$2,000 to $8,000 per employee,
as reimbursement for training.

Commerce & Economic
Development Commission (CEDC)
Loans/Grants*

Companies can receive monies to
fund projects in areas of interest.

Angel Investment*

Companies can get certified with
the state for the Angel Investment
Program as a Qualified Small
Business. This means that capital
investors can invest in these
companies and receive significant
tax incentives on their investment.
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Financing Your Business : Further Resources

Loan Help & Financing
Arizona Minority Business Enterprise Center ﬁ@

255 E Osborn Rd Phone: 602.248.0007
Suite 202 Toll Free:  800.428.7299
Phoenix, AZ 85012 Fax: 602.279.8900
Web: www.azmbec.com
Business Development Finance Corporation A n
3300 N. Central Ave Phone: 602.381.6292
Suite 600 Toll Free:  800.264.3377
Phoenix, AZ 85012 Fax: 602.381.8012
Web: www.bdfc.com
CDC Small Business Finance A G
2910 E Camelback Rd Toll Free:: 800.611.5170
Suite 185 Toll Free:  800.817.4505
Phoenix, AZ 85016 Fax: 602.393.2682
Web: www.cdcloans.com

Arizona Small Business Development Center A@*

2411 W 14th St Phone: 480.731.8721
Suite 114 Fax: 480.731.8729
Tempe, AZ 85248 Web: www.azsbdc.net

The National Center for American Indian Enterprise Development @
National Headquarters Phone: 480.545.1298
953 E Juanita Ave Fax: 480.545.4208
Mesa, AZ 85204 Web: www.ncaied.org

The Neighborhood Economic Development Corporation (NEDCO) A@

12 N Center Phone: 480.969.1093
Mesa, AZ 85201 Fax: 480.275.2849
Web: www.nedco-mesa.org

Services Key

Technical &
Loan Management

Fi”ﬁﬂﬂﬂg Guarantees ] ' Assislance
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Financing Your Business : Further Resources

Prestamos - A Division of Chicanos Por La Causa, Inc. &@ @

1122 E Buckeye Rd Phone: 602.257.6777

Suite B-4 Fax: 602.307.0336

Phoenix, AZ 85034 Web: www.prestamosloanfund.org
SELF-Employment Loan Fund &@‘#@

1601 N 7th St Phone: 602.340.8834

Suite 340 Fax: 602.340.8953

Phoenix, AZ 85006

Service Corps of Retired Executives (SCORE) % ‘#

1201 S Alma School Rd Phone: 480.833.9020
RM #4800 E-mail: eastvalley@scorephoenix.org
Mesa, AZ 85210 Web: www.evaz.scorechapter.org

Small Business Administration (SBA) ‘# @

2828 N Central Ave Phone: 602.745.7200
Suite 800 Fax: 602.745.7210
Phoenix, AZ 85004 Web: www.sba.gov/az/

Grants & Credits Information
Chandler Economic Development Division

Office Location: Mailing Address: Phone: 480.782.3030
215 E. Buffalo St. Mail Stop 416 Fax: 480.782.3040
Suite 105 PO Box 4008 Web: www.chandleraz.gov/ed

Chandler, AZ 85225 Chandler, AZ 85244

Arizona Department of Commerce - Office of Innovation & Technology
The Office of Innovation & Technology supports the development of business.
Google Search Terms: commerce office innovation technology
Phone: 602.771.1215
E-mail: jaymiep@azcommerce.com
Arizona Department of Commerce - Small Business Services
Google Search Terms: Arizona Small Business Services

Phone: 602.771.1196
E-mail: smallbiz@azcommerce.com
30 CHANDLER
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State Financial Incentives Table Continued

Appendix
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