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RESOURCES-banking & finance
What to consider in
taking outside capital

By Michael Gurau ket That means while you are managing
your groswth slowly, your berer-capital-
1zed competitors may be accelerating
development and marketing/sales, beating
vour to the marketplace

Girowing businesses
are notorioasly capi-
tal-consumptive. But
while most fend to
beleeve that growth
generates capital, it's
mare ofien the case
that prowth con-
sumes capital,
Carly-stage com-
pamics, especially those in the tech hield

M need 10 fund research and product devel- f
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Mlllennlum hooked a dime of revenue. Investment is =
& e often. required to support infrastrecture COMPANIES ﬂee'd_':: and

dvertising {office, leaschold improvements, equip-
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capital is needed 1o fund accounts receiv-
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The types of capital

The mapor sources of extermal capatal
available to  entreprencurs  include:
friends, family and fools (FFF); federal
aiud state grants: equity investors (wealthy
individuals or anpgels; venture capatal);
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185 N. Main Street, 5.~ 1, Conce _ 1;'15“':';:5 “rr'::l:;liyn';s;";“iﬂf"_'di;: f:::':d On the positive side, FFF capital tends
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as the business is not bosing time o mar- f i
g FFF entails emotional baggage, tends 1o

involve small dollar amounts and provide
limited value-pdded in business terms.

|
Takim care O'f BuSiness ‘ The positive side of grants nclude no

payback requirements, there's no dilution
to ownership and can involve meaningful
dollar amounts, Bl grants also mean that
the inherent bureaucracy of state and fied-
eral grants can involve a long application

Get tha tools yvou neaed from St Marny's Bank

We don’t strive to be the

biggest business lender in and review process (by contrast to other
funding sources) as well as preater report-
town, unly_r_ the best. g requirements;

As for near-equity, or rovalty-based
obligation, the positives inclsde no own-
ership dilution, the payback level corme-

I i e = - R : : g lates o success (typically sales success)
Uur perso ﬁal-lze}d service and broad range of financing options gives il OV il it ilvessond Ty
/ol the tools you need 1o take care of your business. the funder. Negatives, however, include 2

required payment whether or not the com-
pany 15 cash-generative and there's limated

B LoansuptoS$S7miion m Lnesofcredit ® Term loans value-added beyond capital.
B Eniicis t1 a O yaiy The positives involved in getting access
—QuUIpMmentioans LAOMIrmerncil mm@@es 1 equity imvestors include being able to

B |ocaldecsions B Commitment 1o NH businesses obtain long-term capital with limited/no
ncar-term cash flow implications and
funding is risk capital, which means that if
the company fails there's no obligatson to

2 : repay. Also, typically, equity invesiors
t S hring industry, financial and'or operating
. backgrounds o beur, helping companies

“beyvond the money” But on the negative
sude, a_':||:-i'l:=| 18, r|:|.3|u.-|.' {151 L'Irul:li and diehit,
maore expensive than other forms of capi-
| “Janders, Commercial Lending Group Manager, il and s often ngiite 4 :};nsﬁ-

[~ ek | = canl ownership position af 10 10 40 per-
1540 or visit us online at www.stmarysbank.com. e e s e e
directors, Equity investment also requircs
u . iatration and MH Business Finance Authority participating lender. Federally imaured by the more of a business pannership than a

M. aonal Credst L. nistration. Proud sponsor of the Amoskeag Smal Business Incubator. &) Equal Housing Lendar. sirictly |""'“""'“"_| relationship as well as
more complex invesiment decumenta- »
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* Continued from page 32
tigi, terms and conditions than other forms of capilal

When it comes to bank linancing, Uere is no cquity dilution, the funding is pro-
vided at fixed, low-mterest rates and there's limited imvedvement by bank funders.
Bt carly-stage (cash low negative) companies are nol ideal for hank I'in'unu:ing.
a hank requires collateral, asscts andior personal puaranices and. repaymen
beging soon afier borrowing. Payment also s required. regardless of compairy
performance.

Questions to ask

Each of these sources of capital is used at a dilferent stage of o company’s evalution

» Early stapge (carly- or pre-rovenecy: Smoll Business Innovition Research
(SBIR) and other granis lend 1o STl companics that arc still in rescarch
and‘or development. Angel networks and cerfain venture capital funds suppon
compranies at very carly stages of development.

* Development stagre (meanimgfil revenue with losses): Angel, venture capital
and near eguity funds support this stage of development.

+ Later stage (significant revenue with profits; late-stage turnarounds: special
situations, such as buyouts) Some ven-
ture capilal funds and prvate egquity
[unds owtside the N.H. region.

Questions you should ask yoursell in
considening capital mchede

* Dio | have to pay it back? Granis, par-
ticularly SBIR, do not gencrally require
payback. Db, of course, does. Venture
capital tends {0 require a value-realizalion
cved (sale, merger, 1PO) 1o realize value

Capital sources in New Hampshire

New Hampshire has an unusually rich and diverse set of capital sources in all of these cm-
egories. The state’s wiversities amd companics have a strong track recond in securing
SBIR, which fund pre-commercialization development. The USDA also offers business
grants o companics focused on valuc-addesd agniculiural products.

Mew Hampshire also has an unusually large nunber of organized angel investment
groups, including Grapile State Angels {(granitesialcangels.com), First Run Angels
{firstrupangels.com), Nashua Breakfast Club, Northeast Angel Investment Group and
eCoast Angels (ecoastangels.com).

Vesied for Growth, a royalty-based near-cquity fund, is a program of the New Hampslure
Community Lean Fund.

The venture capilal community focused on New Hampshire includes carly=stage techs
nology investor Borealis Ventures and mubti-stage. multi-sector imvestor CE1 Community
Ventures. Each fund has a slightly differest focus and imvestmend preference. but all have
a clear mandate 1o fund New Hampshire growih businesses. — MG

s oy s Business Owner Banking.

— having taken equity — does nol suc-
cewd and there is no value kel m the busi-

ness, the equity investor suffers the same Rewards for your business., Rewards for you.

fate as management (capital loss ).

* Do 1 have to pive up ownership?
Equity is typically the only assct class
that requires ovwnership for the inveslor,
not so for grants and debt,

« Do | have to put up guamantees” Most
often, banks require guaranices o scouri-
tize their loan. Equity and grant funders
do not generally have this requirement,

* Whao 15 beaning the brunt of the nsk?
In debi and near-equty siitions, the
bormower bears the brunt of the capual
risk, in that payment must be made
regardiess of the company’s capacity to
pay. Equity investors, by coitrast, assume
the lion's share of nsk {and demand a
greater refum) for assuming that greater

risk.
* Is there an “exit™ requirement? All Open any basiness checking account and pet a poweriul suite of services
venture capital and most angel mvestors and rewards just for you, the small business gwner For instance, open

rexquine a commiiment for the company 1o
realize stock value increases through a
company sale or 1PO amytime between

a Free Business Checking account and get:
oA free liest ocder of business checks

(e third amd cighth year of the imvest- +300 free monthly transacliiuns

ment, Mear-couity, debt and grants do not eFres cash deposilt processing

[ any such requiremeil. s Mo minimum balance

= W hat 15 your role in the compeany? By «0ur best personal checking account

cowitiast to grant, rovalty and debt suppli-
ers, couity fundcrs are very vocal absout
the quality, expenience and composition

with preferred rates and discounts, free,
Act now and get a free BlackBerry™® 7100t* with 5100 off your first vear of service,

of the management team. (Micn, venture Stop by the nearest Sovereign Community Banking Office today,

capital imesiors will require augmenta-
ton o the management tcam and’or 1.B77.768.1145

replacement or reassignment of cerlain SENETRIEALANK.COm

senior founders of the company. If you
are wncomfortable in considering this
possibility, then you might consider pass-

ichosy' Goron & presain] of CFF Convmanady Wveus, @
v capda’ fund fetng Dppodunites i@ norhem
Hew Englond. Her con bes reoched of mig Soeormun-
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