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Banking for Business Owners

Agenda

* The capital requirements of building a business
 Financing options
* Where does your Banker fit in?

« How to get a Bank loan.
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Banking for Business Owners

Sources of financing

Low Risk 4

>

Unsecured Low Cost

Bank debt
Credit Card

Secured Debt
Asset lenders
Leasing Co
Factoring

: : Equity —Owner’s money
ngh Risk Love money _
Angel investor High cost

Venture Capital
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Where do banks fit In

« Banks are involved in all financial transactions in your

business — you need a banker whether you have debt or or
not

« Banks provide the lowest cost but the lowest risk
preference in the capital markets

« Banks are not investors. Banks will not assume any of your
business risk

* Banks provide liquidity, not capital

Small Business Banking
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How do you establish a relationship?

« Get an introduction
* Many banks have ethnic branches

 Stick to a branch in your community

* Go through the Call Centre
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Banking for Business Owners

What do banks expect from you?

« A strong credit bureau
» Talk to them if you have a problem or question
* Pay your loans on time

« Talk to them if you are having trouble paying your
loans

« Take advantage of Internet or telephone banking

Small Business Banking
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Banking for Business Owners

Loan Criteria

 The owner has a strong personal credit bureau

 Company has positive cash flow before management
salaries - (DSR of 1.25:1)

* Must be at least 2 years old (except for special
programs)

« Operating credit generally set at 2 months sales

Small Business Banking
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Banking for Business Owners

Document requirements

e Attachments:
v’ 2 years financial statements,
v Corporate Federal Notice of Assessment,
v' Personal Notice of Assessment and
v' Personal income tax return for all owners

* Invoice/Purchase order for fixed asset financing

* Business Plan - if company is a start-up

Small Business Banking
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Banking for Business Owners

Eligible Loans

» Qverdrafts

» Operating loans

 Term Loans

* Leases

e US dollar loans

* Letters of Credits/Letters of Guarantees

* Foreign Exchange Contracts

Small Business Banking




Banking for Business Owners

Collateral
* General Security Agreement

 Personal Guarantee

Limited to 25% under the Gov’t Guarantee program

 If required to strengthen application the Bank may
accept - spousal guarantee

— collateral mortgage
— cash collateral

Small Business Banking
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Banking for Business Owners

Canada Small Business Financing Act (CSBFA)

« A government program to encourage entrepreneurs to
start or expand their small business

* Designed for start-ups and existing companies (with
sales under $5 million) to purchase fixed assets &
leasehold improvements

« Guaranteed by the Federal Government, administered
by Canadian Chartered Banks

Small Business Banking
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Banking for Business Owners

CSBFA Terms & Conditions

* Finance up to 90% of the cost of fixed assets, new or used
equipment, real estate or leasehold improvements or 75% for
real estate

« Maximum loan $350,000 for fixed assets, $250,000 for
restaurants and $500,000 for real estate.

« Amortization up to 10 years or 20 years for real estate

* Personal Guarantee limited to 25% of original amount of the
loan

* Interest rate Is limited to Prime plus 3%

* 2% registration fee is payable to the Government

Small Business Banking

Find Money"”
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How do Bank’'s make decisions?

* Your personal credit bureau

* Your Experience

* Your Equity
* Your Industry

* Your Business Plan
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Banking for Business Owners

Manage your credit rating

Contact your local Credit Bureau:
— Make sure it Is accurate and up to date.
— You can get a copy of your bureau from
www.equifax.ca
Follow payment due dues carefully:

— Ensure you honour your arrangements with suppliers
and other lenders

— Use pre-authorized payment systems on your on-line
banking system

Small Business Banking
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Banking for Business Owners

How much debt can my business handle?

* TDSR
— Retail Bankers qualify you using your Total Debt Service Ratio

— All of your monthly Principal, Interest and Property Taxes divided
by your monthly income before tax

— Use 3% of the authorized credit limit of your credit cards and lines
of credit as the servicing requirement for these debts

— Maximum TDSR is 42.5% (the lower the better)

 DSR
— Business Bankers use Debt Service Ratio
— Cash Flow divided by Principal and Interest

— Cash flow is Net Income plus Interest and Depreciation &
Amortization

— Minimum DSR is 1.25:1 (the higher the better)

Small Business Banking
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Banking for Business Owners

How much debt can my business handle?

» Retail Example:
— Monthly Income - $5,000
— Mortgage Payment (P&l) - $1,550 a month
— Property tax - $250 a month
— Credit cards authorized at $10,000

— (1,550+250+300)/5,000= 42%

* Business Equivalent
— Monthly Net Income - $4,900 — includes $100 depreciation
— Term loan Payment - $1,550 a month
— Interest on term loan - $250 a month

— Credit cards authorized at $10,000
— (4,900+100+250)/(1,550+250+300)=2.5:1

Small Business Banking
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Banking for Business Owners

Manage your Debt

« Avoid revolving debt

« Consolidate and term out your loans

« Take no for an answer

* Check the interest rate on your credit card

* Avoid loans with increasing payments
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Banking for Business Owners

Borrow wisely using the right borrowing
solutions...

Pick the right loan to finance the right asset.

« Revolving credit for financing receivables and inventory

* Term credit or leasing are perfect solutions for longer term
capital purchases

Borrow only what you need, when you need it.
* Make arrangements ahead of time

« Consider using the equity in your home as a option

Small Business Banking
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Support for Start Up Business
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§ Sscotiabank”

Steps to Start Up Seminar

« WWalcoma!

Steps to Start Up

- Ifreductions

« Why bs Beatlabank STedng s saminar?
« Entrepreneurship is now Canade’s hottest caresr cheice.

« Starting a amall huzsiness reguirzs caretul planning This seelng
will ak wou throwgh the siepsimeoleed in leunching your ventare.

- By afferng tis seminar, Seellabank hopes b nake it eagler for
you bo bzeome sef-cmployed and echicee business suceess.

- WWho il benefit from This seminar?

« Anyone who |s hinkag ahout statiag & husness, prepang ba
auneh ome o recantly opened shop. It s not dzsignad far people
several years irin a busness.

& Scotiabank”

Find

e Scotia Plan Writer for business™

» Start Up Seminar series

» Scotia Starting Line for business
Check-up tool

g Scotiabank

I am thinking
about opening
a business.

Are you ready for the
challenges and rewards of
starting your own venture?

Take the Start-Up Checkup to get you on the
road to successful independence.

I've already started
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Banking for Business Owners

Introducing Scotia Running Start for business
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Custom Logo and
Design services from

§ Scotiabank*
&
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Scotiabank and Davis + Henderson
are proud to offer a custom logo
and business card service hor your
i busingss.

A professionally designed logo

is & great start in building a strong
brand. And, when you use your
logo on youwr business cards, it
helps convey a message of
credibllity and stability to your
existing and prospective clients.

» Account Plan for business™ with monthly
plan fee waived for five months !

* Credit Line for business ™ with credit fee
waived for five months™

» One year free banking on any Day-to-Day
Account with Scotia Simple Switch®

 Special Personal Lending offers*

* QuickBooks EasyStart accounting
software — retail value approximately $100

» Davis + Henderson discounted logo
design services and business cards — retalil
value over $500
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Contact information

Irv Handler

Regional Senior Sales Manager
Phone: (416) 590-7305

Email: irv.handler@scotiabank.com
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