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CASE STUDY
Understanding Options for Business Funding

Understanding which capital options are available can influence a business's trajectory.
Business owners may consider expanding or investing more in resources with access to
the right amount and type of funding. This case study shows how Jacqueline, the owner of
The Party Planner, built a plan to seek additional funding to expand her business.

BACKGROUND

The Party Planner is a business run by Jacqueline,
a professional event coordinator who spent 10+
years in the corporate events world. Two years
ago, she launched her own business.

PROBLEM

Jacqueline knows she needs to hire someone to
support the increased demand. She can't afford to
hire someone with her current funding methods.

APPROACH

First, Jacqueline documented how she has funded her business so far:

+ Used her savings to start her business

+ Raised friends and family funding in exchange for 20% equity

+ Uses a business credit card to buy supplies and travel for work

+ Pays off her credit card using profits she generates from her business, also known
as bootstrapping

EVALUATE IF IT'S THE RIGHT TIME TO PURSUE CAPITAL

To determine if it's the right time to seek outside funding, Jacqueline evaluated her
business using a three-pronged approach focusing on the environment, her business
operations and the opportunity.
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Analyze Key question Additional commentary
Has your market or Y | shifted to virtual events on Zoom during the
industry changed in pandemic, but now I'm back to planning
2 in-person events exclusively.
The the last year: p 4
environment
(External) Has the competitive Y I was one of the few party planning companies to
landscape in your shift to virtual events during the pandemic and
industry changed? many of my competitors went out of business
during that time.
D v h I have just enough materials to complete my events
o you currently a;/e N through the end of the year, but some help and
sufficient resources? other partners with more options would be helpful.
Is your operating
Your model sufficient? Do My model works for me as the sole employee — |
operations you have the right Y have technology that keeps me up to date with my
(Internal) processes in place? partners and hosts.
Do you have the right
tear); to build for tﬁe N If | want to grow, | need to hire someone else soon.
future? I'm getting pulled in all directions.
Has your customer ) ) )
demographic changed Now that it's safe again to gather in person, my
. Y clients are more eager to plan parties now than
since you last evaluated
) ever before.
your business?
Have your customers’ N Not really — we now always include backup plans
The needs changed? if COVID cases rise again.
opportunity
Do you need to adapt It needs to grow — | have new clients from
your business model Y competitors that went out of business and if |
to support any of the don't hire someone soon, I'm going to have to turn
changes detailed above? potential clients down because | won't have the
bandwidth to support their events. Plus, specific
seasons like the holidays really pick up and I have
events every other day.

financing options to find and hire a new employee.

Jacqueline answered Yes to most of the questions above, confirming that she wants to explore her
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REVIEW CAPITAL OPTIONS

Jacqueline is confident it's the right time to seek additional funding, so she compares some of the available
funding options.

Type of capital

Considerations

Business line of
credit:

Borrow up to a
specific credit
limit used to
support short-
term (<1 year)
working capital

Flexible credit option

Can take advantage of trade
discounts, build inventory or
shore up operating capital

Expires — must be renewed to
continue using

Must be paid back to continue using

Typically higher interest rates

SBA loan:
Expedited loan
program that can
be a term loan or
a line of credit

Typically requires a lower down
payment and offers lower
interest rates

Option for businesses that may

Qualify by being a for-profit business
that generated less than $5 million
average net income over the past
two years

not be able to obtain a loan + Typically comes with a guarantee fee

through other lending channels _
« Annual service fees range

Business term « Can be used for large purchases + May take longer to pay off based on

loan: . the structure of the loan
Credit that must + Thereis a set end date to the

be repaid within loan + The process for term loans is more
a specific time rigorous than revolving credit
frame

NEXT STEPS

Jacqueline decided a business line of credit is the best option to solve her business problem. The short-term,
flexible line of credit should allow for enough time to set the foundation for increased profits after hiring
someone new, and the expectation to pay it back in a timely manner.

She plans to go to her local bank and ask about their business line of credit offerings, and will prepare by:

+ Gathering financial documents, including her tax refunds, balance sheet and profit & loss statements
* Analyzing her cash flow over the last year

« Confirming how much she can afford to pay back using financial projections

+ Documenting the needs for how her business structure will change with a new employee
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