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ByTamara Gurney

Business financing is definitely a two-
way street. Not only do business
owners need bankers for financing;

bankers need business people to borrow
money – maybe even more so in today’s
tough economy. It all sounds simple until
you factor in the problem that as many as
4 out of 5 young businesses fail, and dur-
ing this recent economic crisis we have
even seen many longtime, well estab-
lished businesses fail as well. Consider-
ing this, it is no wonder that good bankers
are a bit cautious about “backing the
wrong horse.”

As a business owner, your job is to help
your banker understand that you are the
“right horse” in the right race. Following
are some basic steps that every business
owner can take to greatly increase their
odds of securing financing.

The first step is easy…Get to know your
banker and help your banker get to know
you and your business. A good banker is
eager to learn about you and your compa-
ny. The more you can share with him or
her, the better your chances of securing
needed financing.

Second, before approaching your
banker for financing, ask yourself the fol-
lowing questions:

• How much do I (actually) need?
• How (exactly) do I plan on using the

funds?
• How long do I need to repay the loan?
• How will I repay the loan?
Once you have answered all of these

questions, move on to step three – while it
takes a bit more effort than the first two, it is
worth the time. Put your business plan on
paper. If you already have a written busi-
ness plan, review it. A strong business plan
should be well organized and include all of
the following information: Detailed projec-
tions on future financial performance,
along with the assumptions used to identify
these performance projections. A descrip-
tion of your business in detail; your market-
ing strategy, your customers, and your com-
petition as well as a detailed description of
your product(s) and/or service(s). Lastly it
should detail the ownership of the business
and the management team.

Fourth, put together a well thought out
financial package that includes:

• Details of past financial performance.
• A description of the loan(s) needed

and its purpose.
•Your primary and secondary plan for

repayment (including collateral).
• A well organized personal financial

package (which should include copies of
tax returns and K1’s when appropriate for

the business and the owner(s), a personal
financial statement of the owner(s) and a
listing of all debt owed, payment amounts
and balances, and collateral). Nothing
earns a banker’s trust more than a business
owner who has a solid understanding of his
company’s financials – particularly cash
flow.

Finally, if you have not already done so,
prepare to give your banker a "tour" of your
business. When getting organized for your
lender’s first tour of your business make a
mental plan of the “walk through” start to
finish, and as basic as it may sound, make
sure to show your facility “in its best light”
(clean and well organized). During the
tour, make it a point to introduce your
lender to other key people in your business.

The better prepared you are when
requesting financing, the better your odds
are of success. Unfortunately, even after
taking all of the steps outlined above, it is
possible that you may not succeed in
obtaining the financing that you are after.
If this is the case, sit down with your lender
and discuss with them why they made the
decision to decline. A good lender will be
happy to review your financials with you in
detail. He or she will work to explain what
areas may need to be addressed so that you
are able to secure the financing you desire
in the future.

Your community bankers want to lend
to qualified borrowers and are eager to
assist with the growth and success of local
area businesses. Good bankers not only
have a fiduciary responsibility to lend in a
prudent manner, qualifying the financing
they provide – but a moral one as well. As
dramatically demonstrated in recent years,
assisting businesses (or individuals) with
financing that they cannot afford, helps no
one.

Tamara Gurney is President & Chief
Executive Officer of Mission Valley Bank, a

full-service, inde-
pendent, com-
mercial bank
specializing in the
banking needs of
small to medium
businesses in the
San Fernando &
Santa Clarita Val-
leys. The Bank
was chartered in
July 2001, with a
vision of local

ownership and a commitment to providing
financial solutions to meet the needs of its
clients. To learn more, call (877) 394-2306
or visit www.MissionValleyBank.com.
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HEALTH CARE
Publication Dates: March 5 and June 11

The health care advertising sections provide an excellent opportunity to reach a powerful and
influential group of business owners and executives. Advertise your products and services in

any of these advertising sections to reach this targeted audience:

Advertisers have an opportunity to submit an article for publication in each of the
advertising sections (discount rates available for purchasing all advertising sections)

For more information and to reserve your space, contact

Jamie Chien (818) 676-1750
or via email at jchien@sfvbj.com

� 84% of subscribers influence the
purchase of products and services for
their business

� 43% of subscribers influence the
purchase of health care plans
for their business

� 19% of subscribers plan to select a
new health care provider for their
business in the next 12 months

� 81% of subscribers are in
“top management”

� 35% of subscriber companies have
100 or more employees;
65% have less than 100 employees
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Risk Management:

Are You Willing to
Protect Your Clients
and Their Assets?

Banking & Finance

Whether your business is a Fortune
500 company or a one-man
show, data security needs to be

a top priority. Small and medium-sized
businesses are becoming more frequent
victims of data breaches, whether through
their own negligence or the efforts of a
malicious attack.

Unfortunately, it often takes the loss of
hundreds of thousands of client records,
and the ensuing costs associated, to make
organizations recognize the importance of
data security. The potential of losing the
financial or personal information of just one
customer should be enough to re-evaluate
data policies and procedures in order to
prevent such incidents.

What’s at Risk
In the unfortunate event that your organ-

ization experiences a data breach, there are
a number of costs your business could
incur. The cost of investigating and fixing
the cause of the security breach can vary
greatly depending on whether the incident
was caused by employee error or a hard-to-
detect flaw in your organization’s security
measures.

The cost of notifying those whose infor-
mation was compromised can also range in
cost. Your organization may need to pro-
vide credit watches for the victims of the
data breach to prevent identity theft and
could experience litigation brought against
you. However, the loss of your client’s trust
and the resulting loss of business could
affect your organization the most.

Considering all factors, research con-
ducted by the Ponemon Institute estimates
the cost of a data security breach to be
around $214 per compromised record. In
total, the cost of a single data breach inci-
dent averages around $7.2 million.

Red Flags Rule
In 2008 the Federal Trade Commission

(FTC) created and implemented the Red
Flags Rule. The rule applies to certain busi-
nesses, requiring them to have a written
identity theft prevention program in place.
The rule was enacted to address the large
number of identity theft incidents that hap-
pen in the United States due to data securi-
ty breaches.

The two types of businesses required to
abide by the Red Flags Rule are financial
institutions and creditors. Financial institu-
tions include banks, savings and loan asso-
ciations, credit unions and any other busi-
ness that directly or indirectly holds cus-
tomer transaction accounts. The FTC’s defi-
nition of creditor includes:

• Businesses and organizations that reg-
ularly provide goods or services first and
then collect payment from customers later.

• Businesses and organizations that reg-
ularly grant loans, arrange for loans or the
extension of credits, or make credit deci-
sions.

• Business and organizations who regu-
larly participate in the decision to extend,
renew or continue credit, including setting
the terms of credit.

This broad definition of creditor includes
many technology-based companies.

The Red Flags Rule requires that finan-

cial institutions and creditors with covered
accounts have a written identity theft pre-
vention program. The FTC defines covered
accounts as consumer accounts designed to
permit multiple payments or transactions
and any other account that presents a fore-
seeable risk of identity theft. A satisfactory
written identity theft prevention program
should:

• Identify red flag activity (patterns,
practices and specific forms of activity) that
indicate possible identity theft.

• Integrate red flag detection in business
practices.

• Define the appropriate response to
take to prevent and mitigate identity theft if
a red flag is detected.

• Be periodically reviewed and updated
to reflect changes in risks from identity
theft.

Financial institution and creditors with-
out applicable covered accounts are not
required to have a written identity theft pre-
vention program in place, but they are
required to periodically evaluate their busi-
ness to determine if they have developed or
acquired any covered accounts.

Plan for Prevention
Risk management analysis and planning

is still the best way to mitigate exposures,
whether they are physical or digital. Even if
your company is not one that falls under
the FTC’s definition of a financial institution
or creditor, having a written identity theft
prevention program is an excellent way to
address the potential threat of data breach-
es leading to identity theft.

For effective data security risk manage-
ment, the technical, legal, compliance and
risk management teams of your organiza-
tion need to work together effectively. Your
organization should be aware of and in
compliance with all regulations pertaining
to data security in each area that your com-
pany does business. Technical operations
team members need to be continuously
evaluating, monitoring and testing data
security measures and procedures to stay
one step ahead.

This article was provided by USI. Please
contact the company’s Woodland Hills
location for more information.



By David Malone

It’s 2012, and as anyone within shout-
ing distance of a cable news program
knows, the race for the White House is

underway. All seats in the House of Rep-
resentatives and control of the U.S. Sen-
ate are also in play. And it wouldn’t be
an election year if there wasn’t a conven-
ient target, a nemesis to draw the fire of
politicians. This season, it’s the banking
industry. As the CEO of a local business
bank, I don’t like being in the rhetorical
crosshairs. But this just isn’t a case of
bankers with ruffled feathers. Everyone
with a stake in a sustainable economic
recovery should be concerned.

The federal government’s current atti-
tude toward banking began well before
this election cycle. The 2008 financial cri-
sis precipitated by the mortgage market’s
collapse inspired this massive interven-
tion. Some of the actions were unprece-
dented, such as hundreds of billions in
bailouts and the Fed’s rock-bottom short
term interest rates. Many say that govern-
ment had to step in. I agree that we were
on the brink of global freefall in late 2008,
which required bold steps by Washington.
Bold steps quickly became a forced march
as our leaders asserted more control over

the financial system.
Dodd-Frank is the legal and physical

symbol of this mindset, physical in the
often-cited bulk of the document contain-
ing its provisions. Dodd-Frank is not “old
news;” the multitude of changes and
restrictions it imposes on the financial
industry deploy in stages. Lawmakers, regu-
lators, bankers and customers continue to
grapple with these sweeping mandates. The
banking industry is left with increased costs
and greater difficulties in doing business.

Many people defend Dodd-Frank as a
return to the prudent government over-
sight put in place during the Great
Depression. You don’t have to go back that
far in time to find a precedent for Dodd-
Frank, one that shows how noble inten-
tions, an avalanche of regulations, and
pontificating politicians don’t always lead
to positive change. A decade ago, Sar-
banes-Oxley arose to curb the excesses,
deceptions and failures of companies like
Enron andWorldcom. The result: confus-
ing rules, higher costs of doing business
accompanied by continuing examples of
poor corporate governance, and in the
final analysis accomplished nothing to
stop the latest financial Armageddon.

While the federal government strives to
protect us from ourselves, it wants to

motiveate us to lend, borrow and spend.
These missions are frequently in conflict.
Case in point: The Fed is maintaining inter-
est rates at historic lows, an example of
“priming the pump.” At the same time,
regulations, restrictions and related uncer-
tainty have tightened underwriting stan-
dards and eroded consumer and business
confidence. In short, capital may be cheap
right now, but that alone is not creating a
surge of much-needed lending to stimu-
late business expansion and consumerism.

A presidential election punctuated the
worst moments of 2008, inspiring candi-
dates for nearly every office—not just the
Oval Office—to propose ways to “do
something.” Four years later, we’re seeing
signs of economic stability and cautious
outlooks of growth in certain sectors.
We’re also seeing another presidential
election. Everyone on the stump for con-
gressman to chief executive will have
“answers” and make promises. The win-
ners will attempt to keep those promises.

America’s banks have to deal with the
consequences of turning big promises
about reforming the banking industry into
overbearing legislation like Dodd-Frank.
The burden created goes far beyond the
handful of megabanks that are routinely
criticized in public forums. It hits the

regional and local banks that never mar-
keted a mortgage-backed security, took a
dime of TARP, or made a loan to Greece.

For the banks that aren’t too big to fail,
there is no campaign season. Our “con-
stituents” turn out daily, voting with their
deposits, their loans, and their trust. Local
bankers have no problem keeping their
own promises under these conditions.
We’re just having a hard time keeping the
ones the politicians make for us.

David Malone, CEO of Community
Bank, brings over
30 years of
finance and busi-
ness experience
to Community
Bank. Communi-
ty Bank is a
proudly inde-
pendent, full
service commer-
cial bank with
$2.6 billion in

assets, and 16 Business Centers in four
counties. The Bank provides Partnership
Banking services through a high quality
staff of professionals. For more informa-
tion, visit the Community Bank website at
www.cbank.com, or call (877) 922-2653.
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Telesis has the financial services your business needs:
Small Business Loans, including SBA financing 
Business Visa and Auto Loans
Commercial Real Estate Loans
Business Checking with no monthly fee
Money Management accounts
HOA/Property Management banking

We’ve been providing affordable
accounts and loans to local businesses
for over 45 years. Call Christy Schwartz, 
Business Services Manager at
(818) 206-3620 to find out how
we can help your business!

www.telesiscu.com
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subject to credit evaluation.  Federally insured by the  NCUA.

No two businesses are alike. That’s why Telesis Community Credit Union 
tailors our Small Business Services to meet the needs of your individual 
business, with lower costs than you may be paying elsewhere.
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By Richard A. Brownstein

When Congress made sweeping
changes to the Bankruptcy Code
in 2005, they left the Chapter 13

Bankruptcy provisions designed to save a
home from foreclosure virtually unscathed.
Today, in the face of massive foreclosures,
many families are unaware that Chapter 13
Bankruptcy may still be used to prevent
foreclosure.

Chapter 13 Bankruptcy allows homeown-
ers who are delinquent on their mortgage
payments to stop foreclosure proceedings.
The filing of any type of Bankruptcy will
delay a foreclosure sale. But a Chapter 13
Bankruptcy allows the homeowner to pre-
vent a foreclosure sale completely. The filing
of a Chapter 13 Bankruptcy allows the
Debtor to propose a plan of reorganization
(the Plan) that spreads the repayment of a
delinquency on a Trusts Deed over as many
as sixty months (the Plan Period). So long as
the Debtor makes the regular monthly mort-
gage payments to the lender and the Plan
payments, the lender cannot proceed with
foreclosure. At the end of the Plan Period
when the delinquency has been cured, the
Chapter 13 is closed and the threat of fore-
closure has been resolved.

Additionally, the filing of a Chapter 13
Bankruptcy allows homeowners to strip from
their home a Deed of Trust, which reaches
no equity. In other words, if the first position
Deed of Trust exceeds the value of the home,
any junior lien (second position Deed of

Trust, home equity line of credit, etc.) reach-
es no value in the property and is therefore
wholly unsecured. This stripped lien is treat-
ed as an unsecured debt by the Plan (typical-
ly receiving pennies on the dollar) and is dis-
charged at the end of the Plan Period. This
has the effect of reducing the debt on the
home.

It is true that Chapter 13 Bankruptcy has
rather strict qualifications, including limita-
tions on the total amount of debt. It requires
a competent Bankruptcy Lawyer to analyze
the specific debt and income facts for each
case to determine if the homeowner quali-
fies. If a homeowner can satisfy these qualifi-
cations, Chapter 13 provides a mechanism
for stopping foreclosures and reducing the
debt on homes.

The Central District of California, Bank-
ruptcy Court has capped the cost an attorney
may charge for a typical Chapter 13 Bank-
ruptcy, so it is quite reasonable.

Richard A.
Brownstein is Of
Counsel to Green-
berg & Bass LLP
and certified by the
California State Bar,
Board of Legal Spe-
cialization as a Cer-
tified Bankruptcy
Specialist. He can
be reached at
(818) 382-6200 or

rbrownstein@greenbass.com.

Chapter 13 Bankruptcy Can Stop Foreclosure
and Reduce the Debt Secured by a Home

Banking & Finance



By Keith T. Zimmet, Esq.

Imagine you are in the process ofrefinancing a large real estate loan, or
possibly borrowing new funds to

acquire real estate, and at the last minute
you are told the cost of your transaction
just increased. Not because of the proper-
ty, your credit, or anything you did. Not
because of general increases in interest
rates. No, the increase in your cost of
refinancing is brought to you by the U.S.
Government.

What does the U.S. Government have
to do with local real estate developments?
A great deal more than you may think.

In California, state and local govern-
mental agencies and joint powers authori-
ties can issue tax-exempt development or
revenue bonds. The proceeds from the
bonds are then loaned to private entities to
assist such private entities in acquiring land
and/or constructing new facilities for the
benefit of the local community. Because
the bonds are tax-exempt, these private
entities benefit from lower interest rates.

Over time, however, the projects are
sold or are in need of refinancing. With the
substantial drop in interest rates in recent
years, what may have seemed like a low
interest rate when first obtained is today an
above-market rate. As a result, those pri-
vate entities with sufficient equity in their
projects (admittedly, a much smaller class
than in previous times), may find it neces-
sary or desirable to refinance their debt.

Alternatively, if the owner of the proper-
ty desires to sell the project, prospective
buyers often cannot assume the obligations
arising under tax-exempt bonds financing,
and therefore a buyer will need to obtain
its own financing to pay-off the existing
bonds and remove the existing liens on the
real property.

Attempts to refinance or prepay tax-
exempt bonds are often complicated by
restrictions which include substantial pre-
payment fees or even periods during which
prepayment is prohibited. To facilitate such
a sale or refinancing of real property, lenders
have created the defeasance process.

Defeasance is the substitution of gov-
ernment securities as collateral for the
existing loan.

Under federal legislation, issuers of tax-
exempt bonds are restricted from earning
arbitrage profits by investing bond pro-
ceeds. That is, they cannot earn more on
the loan proceeds from the bonds that they
are paying in interest on the bonds. To
facilitate the need for these special low-
yield securities, since 1972 the United
States Treasury has been issuing State and
Local Government securities (commonly
known as “SLGS”). These SLGS are a useful
tool in finance because the terms of the
securities can be modified exactly to meet
the needs of the defeasance escrow. SLGS
may only be purchased by states, munici-
palities, and other local government bodies
(though often funded by private borrowers),
and are commonly used for deposit in an
escrow account in connection with the
defeasance of tax-exempt bonds.

The use of SLGS in the defeasance
process provides a stable means by which
tax-exempt bonds can be refinanced or

paid-off prior to maturity without triggering
prepayment fees or violating prepayment
prohibitions. But that stability is dependent
upon the U.S. Treasury regularly issuing
SLGS.

When the U.S. Government approaches
its debt limit, the United States Treasury
may suspend the issuance of additional
debt to delay reaching the limit. The sale of
SLGS is often the first to be suspended.
From May 6, 2011 through August 2, 2011,
the United States Treasury suspended the
sale of SLGS because the U.S. Government
was very close to reaching its debt limit. In
fact, the U.S. Treasury has closed the SLGS
window six times since 1996.

During periods when the SLGS window
is closed, state and local governments have
to bid in the open market for securities to
deposit into defeasance escrow accounts.
This often results in increased costs for state
and local governments, as well as private
real estate acquisitions and financings
dependent upon the issuance or refunding
of tax-exempt bonds.

With state and local governments cur-
rently cash strapped and the real estate
market operating at anemic levels, the last
thing the bond market needs is uncertainty
fromWashington, D.C.

As we begin 2012, let us hope that the
U.S. Government once again is seen as a

stabilizing force in the financial market-
place and not the
cause of uncer-
tainty.

Keith T.
Zimmet, Esq.,
Managing Share-
holder of Lewitt
Hackman, Chairs
the Firm’s Com-
mercial Finance
Practice Group,
and is a member

of the Firm’s Corporate Practice Group and
Real Estate Practice Group.
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By Maier Rosenberg and John Macrae

Nearly two years after the economic
recession officially ended, the U.S.
economy is still recovering—at a

rate described by The Federal Reserve as
“considerably slower” than expected.
Corporations, stuck in a web of economic
entanglements that include natural disas-
ters, a jobless recovery, and an apparent
“new normal” characterized by dimin-
ished consumer spending, must take new
approaches to strengthen profitability,
protect assets, and drive enterprise value.

Corporate executives responded to the
recession in the expected manner, cutting
costs by eliminating jobs, preserving cash
flow, and reducing discretionary spending
in order to temporarily reduce overhead
and improve profitability. Today it bears ask-
ing, what steps should be put in place to
maintain and even improve upon what may
have been previously seen as a stopgap?

One answer is to take an in-depth look
at the organization’s core business process-
es with an eye toward not merely making
the existing process as efficient as possible,
but also maximizing the value produced by
the process. The distinction is subtle, but
critically important. When driving out costs
and improving efficiency, management’s
focus is often on enhancements to the cur-
rent process. Typical questions posed to
employees include those focused on per-
haps increasing output or reducing costs—
“how do we increase output by ten per-

cent” or “how do we cut costs by 15 per-
cent.” These programs produce small
improvements in operating performance
and allow companies to maintain the status
quo with other organizations implementing
similar improvement programs.

When focusing on designing a process
that enhances value, the questions posed to
employees instead become, “what do we
do that doesn’t add value to the customer?”
and “what would happen if we eliminated
a non-value-added step?” Companies often
find that the potential contribution to the
bottom line produced by focusing on value
and eliminating the waste of non-value-
added activities dramatically exceed the
benefits of cost reduction programs. This
can best be seen by example.

We will consider a process that most
organizations experience—the financial
closing process. For most, it takes weeks to
make the manual adjustments and journal
entries needed to close the books for a
financial period. Inefficiencies can have a
negative effect not only on financial report-
ing, but also on operations as business
units fail to receive the information they
need to make accurate and timely deci-
sions. By re-envisioning the closing
process, our clients have been able to cut
the number of transactions needed to close
the books by 90 percent and the number of
hours invested in the process by 85 per-
cent, thus reducing the closing process to a
couple of days. But if the potential perform-
ance gains of analyzing business processes

to enhance value are so great, why isn’t
everyone doing it?

Unfortunately, the first challenge is
determining where to start. The processes
by which companies add value to share-
holders are complex and interwoven across
the organization to an extent that only top
management sees them from beginning to
end. The managers who are close enough
to the process to recognize the need for a
top-to-bottom overhaul don’t have the
authority to implement programs that cross
the functional boundaries needed to imple-
ment change. Even where top management
supports the effort and can draw multiple
departments into the effort, few have the
requisite training to effectively implement
such a program.

To help our clients address this chal-
lenge, J.H. Cohn has created the Business
Discovery BootCamp. In this program, our
“Lean Senseis” work collaboratively with
client management teams over the course
of a two- to three-day, top-level review of
the organization to define its core and
enabling processes and its primary value
streams.We identify the reports, controls,
systems, and metrics used to measure, man-
age, and control these processes.We lead
the team in conducting a gap analysis to
identify and prioritize opportunities to
improve cash flow and profitability and mit-
igate operational risk.We work collabora-
tively to establish a mutually agreed upon
return-on-investment criteria to secure the
consensus of the management team on

what improvement initiatives to launch.
Once the improvement priorities are set,

our consultants can roll up their sleeves
alongside client teams to map the process
and identify the root causes of inefficien-
cies and errors and redesign the process to
eliminate waste. If this sounds like hard
work, it is. But typical benefits of a boot
camp include: team building, decreased
cycle time, improved throughput and
capacity, increased customer service levels,
lower investment in working capital, and
improved decision-making.

With forecasts indicating that the recov-
ery of the U.S. economy will be both long
and slow, and with corporations having
already implemented traditional perform-
ance improvement programs, executives
must decide what leverage they have to
influence shareholder value. The answer
may lie hidden in the organization’s core
business processes.

For more infor-
mation, contact
Maier Rosenberg,
CPA, a partner at
J.H. Cohn LLP, who
provides business
advisory,
accounting, and
audit services to
businesses. He can
be reached at
(818) 205-2681 or

mrosenberg@ jhcohn.com.
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By James Ritter

Afew weeks ago I was talking with a
member about their loan request
for the purchase of an industrial

building. The borrower, who had bought
several residential properties but was new
to commercial loans, was surprised that it
generally took several weeks to get an
appraisal on a building. His question,
“I’ve been a good member and I keep a
lot of cash in your institution, do we real-
ly need to go through all this paperwork?”
clued me in to the fact that we were look-
ing at this transaction from two different
perspectives.

Borrowers are often surprised by the
work that goes into obtaining a commercial
loan and see the lender’s request for docu-
ments and information as a nuisance to be
endured to get the loan they want — but
with no real understanding of the reason
for the request. They know they are a good
credit risk. Why is the lender being so diffi-
cult? Feeling this way, it is therefore not a
surprise that borrowers often turn in partial-
ly filled out forms and leave out crucial
details that can not only create delays but
also may derail a loan entirely.

So, taking a moment to think like a
lender before the loan process begins may
save days or even weeks down the road—
and may even be the effort that saves the
deal.

Thinking like a lender invariably comes
down to the Five C’s of Credit. The Five C’s
of Credit is a rubric that boils down every-
thing the lender needs to understand about
your loan application into five easy cate-
gories. Whenever a lender asks a question,
chances are good that it has to do with one
of these five key elements:

• Character—Lenders are looking for
borrowers they can trust to repay their
debts and who have demonstrated a com-
mitment to their company and their com-
munity that suggests they are good credit
risks. Lenders look at things like credit
reports, past payment history and manage-
ment resumes to assess a borrower’s
integrity, experience and industry knowl-
edge.

• Capacity—Can the business afford the
debt? No lender wants to saddle a business
with a monthly loan payment it can’t hope
to meet. This question is particularly diffi-
cult in the case of start-ups, where monthly
income may be challenged for a period of
time until the business achieves break-even
cash flow. Is your lender asking a lot of
questions about future income projections
in your business plan? Make sure your
response addresses your company’s ability
to continue to service its debt. Mitigating
factors, like outside sources of income and
liquidity reserves, can help compensate for
weaknesses in this area. But, there is an
old saying “If the cash don’t flow, the loan
don’t go.”

• Capital—Lenders want to know that
the borrower has made a financial commit-
ment to the company and that they are
willing to shoulder the larger part of the
risk. Even if there is sufficient collateral,
expect to be asked to keep substantial per-
sonal capital in your company.

• Conditions—Understanding the eco-
nomic conditions your business faces and
what competitive advantages you use to
succeed is an important part of the lender’s
work. This is true not only for your busi-
ness, but also for any significant collateral.
The value of a commercial building is
going to be based on trends in market rents
and recent sales comparables.

• Collateral—Speaking of collateral,
while cash flow is always the primary
source of repayment, lenders generally
want the borrower to pledge assets with a
value that is larger than the loan amount.
Keep in mind that, if all goes according to
plan, the lender will never need to rely on
this alternative source of repayment. But,
collateral provides a sense of security that
the loan will be repaid even if things do
not go according to plan.

Each of these five elements is important
when evaluating a loan. Fully addressing
those concerns is the quickest way to guide
the borrower to a successful financing.

James Ritter is the Vice President and
Manager of Busi-
ness Services for
Premier America
Credit Union
headquartered in
Chatsworth. With
18 years commer-
cial lending expe-
rience, he man-
ages a team of
business account
specialists. Con-
tact him at (818)

772-4146 or James.Ritter@premier.org.

AN ADVERTISING SUPPLEMENT TO THE SAN FERNANDO VALLEY BUSINESS JOURNAL February 20, 2012 49

Think Like a Lender and Get Your Loan
Banking & Finance



By Christy Schwartz

With the economy now showing
signs of recovery, many small
businesses are again looking for

affordable financing to help maintain or
grow their business. While financing has
become harder to obtain at many finan-
cial institutions, credit unions are a
source where business lending has actu-
ally increased in recent years. According
to the National Association of Federal

Credit Unions (NAFCU), credit unions
increased business lending by 4.5% in
the 12 months ending in June 2011,
while business lending at banks declined
by 1.8% during the same period. It’s clear
that credit unions have continued lending
to businesses at a time when many other
financial institutions have pulled back.
Why then is the market share for credit

union business lending so much lower
than banks? Answer: Many small business-
es don’t know that credit unions offer busi-

ness financing or that they could qualify to
borrow from a credit union. Many credit
unions can open accounts and make loans
to anyone in a community, and are no
longer limited to employees of a certain
company or members of a certain group.
For example, Telesis Community Credit

Union is available to anyone in the San
FernandoValley, Santa Clarita Valley, or
Ventura County. Telesis offers a variety of
business products, and has been under-
writing and funding multi-million dollar

business loans for years.

What do credit unions offer?
Traditional business products and

financing options - Many credit unions
offer business products like business
checking, business money management
accounts and business overdraft protec-
tion. Whether businesses are looking to
expand, purchase new equipment or just
need convenient access to capital, credit
unions have affordable financing programs
to meet these needs. Telesis Community
Credit Union, in fact, offers both traditional
business financing as well as SBA and
commercial real estate loans. Telesis is an
SBA Preferred Lender, with SBA 504 and
7(a) loans available.

Personalized service – As a financial
cooperative, credit unions are owned and
operated by their membership, not share-
holders. This translates to a level of service
that’s second to none. Credit unions tend
to be locally based, allowing for a greater
understanding of the specific needs of
local businesses.

Lower interest rates and fees – Because
credit unions are not-for-profit, they typi-
cally offer higher savings rates, lower loan
rates, and lower fees (in many cases, no
fees). For instance, Telesis Community

Credit Union offers business checking with
no monthly fees.
Not every credit union offers business

services, but those that do are a great alter-
native for business accounts and loans.
Telesis Community Credit Union has been
providing affordable accounts and loans to
local businesses for over 45 years. They
offer a variety of small business checking,
savings and loan products for every busi-
ness need and also have Home Owners
Association (HOA) and Property Manage-
ment banking services. Whether you're a
small business owner, HOA, or a property
management company, Telesis has the
accounts and services to help successfully
manage your business.

Christy
Schwartz is the
Business Services
Manager for
Telesis Commu-
nity Credit
Union. Contact
her at
Christy.schwartz
@telesiscu.org or
(818) 206-3620,
to find out more

about Telesis’ business products and servic-
es that can help maintain or grow your
business.

11TH ANNUAL WOMEN IN BUSINESS AWARDS
This event recognizes outstanding achievements made by professional business women.
In 2012, we will recognize 10 business women in the following award categories:

Award nominations accepted until March 14th

Detailed award descriptions and nomination forms can be
found on www.sfvbj.com under the “events” tab

To nominate a local business woman, please submit a
maximum one-page summary explaining why the

nominee should be considered for award recognition.
Please remember to include the nominee’s name and

contact information and also include your name
and contact information. Submit award nominations to

Special Events Coordinator Rikki Valle at rvalle@sfvbj.com
or via telephone at (818) 676-1750

$60 per ticket/reservations required by April 6th
Reserved tables of 10 are available through the

purchase of an advertising package

For sponsorship and registration information,
visit www.sfvbj.com and click the “events” tab

or contact us at (818) 676-1750

• Business Executive
• Executive Assistant
• Business Owner
• Not for Profit Executive
• CEO

• Community Volunteer
• Rising Star
• Trailblazer
• Leadership Innovation

San Fernando Val ley Business Journal I 2012 Special Event

- N O M I N A T E -

Platinum Sponsor

Reception and Awards Program

5:30 PM until 7:30 PM

Wednesday, April 18, 2012

Beverly Garland’s Holiday Inn
4222 Vineland Avenue,North Hollywood

1

Moss Adams, LLP

Silver Sponsor

Gold Sponsor
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More Small Businesses Should Look
To Credit Union Financing

Banking & Finance

Credit unions have
continued lending to
businesses at a time
when many other
financial institutions
have pulled back.



By R. Douglas Smith

In today’s tough economic times, many
companies do not have access to
traditional bank financing. With the

trouble the banks have been having, it has
caused lending to small corporations to
become very limited. Factoring can be an
attractive alternative for companies that
need financing or to improve their cash
flow.

Our firm specializes in the apparel,
textile and consumer goods industries
which typically use factors as their choice
of financing. The general scenario where a
factor arrangement works is when a compa-
ny ships its product, the related accounts
receivable is sold to the factor, and the
factor immediately advances funds against
the account receivables to the company.
Factoring solves several problems for small,
newer and rapidly growing companies with
their working capital needs.

Problem One -- slow payment. With
factoring, companies receive funding upon
shipment even though the company’s
invoice clearly states net 30 days (it can
take 30-90 days for the factor to receive the
customer’s payment).

Problem Two -- the time and hassle of
accounting for A/R, collections calls,
receipt and posting of daily collections,
deposits to the bank and analysis of
accounts. Factoring resolves these issues.

Problem Three --bad debts. Factors offer
two types of factoring; non-recourse and
recourse. Non-recourse factoring occurs
when the factor purchases the receivable
and assumes all the risk of collecting the
account. This is a form of credit insurance
for your accounts receivable. With recourse
factoring, the factor does not guarantee the
credit worthiness of the accounts receivable
and the company sustains the bad debts if
the receivables are uncollectable. Another
advantage of factoring is the factor’s expert-
ise in evaluating the credit quality of your
customers. This can save money by down-
sizing or eliminating credit and collection

staff. It is also a good internal control over
cash management to outsource the collec-
tion of account receivables, plus the checks
are deposited daily to reduce the factor
loan.

The factor has two components it
charges a company. First, commission rates
that vary from 0.3 percent up to 2 percent
of the dollar amount of receivable. Second,
the interest rates it charges on the advances
which are competitive with bank loans. The
funds advanced by the factor can range
anywhere from 50 to 90 percent of the
receivable and will vary by how much the
client needs. The factor commission is a
one time charge, occurring at the purchase
of the accounts receivable. Interest is
charged against the advances or factor
loans just like a bank would charge interest.

Factoring is a financing service used by
companies of all sizes. These companies
either do not want to incur credit losses or
want to outsource their credit and collec-
tion functions, thereby saving on overhead.
Factoring enables companies to improve
cash flow through efficient collection efforts
and immediate advances against accounts
receivable. Factoring is more expensive
than bank financing, but when your busi-
ness needs additional cash flow and credit
insurance, this is a great solution. The Part-
ners of the firm have helped many of our
clients obtain traditional bank or factor
financing. If your company is a start-up or
fast growing company, with a good busi-
ness model, it is very likely that you can
receive financing to increase your working
capital.

R. Douglas
Smith is a partner
with Smith Man-
del & Associates,
LLP in Burbank.
For more informa-
tion please call
(818) 556-4000
or visit
www.Smith
MandelCPA.com.
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Member FDIC (0212)

Please Visit Our Website To Find The

Business Financial Center Near You

www.cbbank.com

Selected by Forbes as the

11th Best Bank in America.

FOR SALE BY AUCTION
TWO UNITS (1,452 SF & 2,778 SF) AVAILABLE FOR PURCHASE

WWW.CBREAUCTION.COM/NORDHOFF111

21352 Nordhoff Street, Unit #112 (1,452 SF) & 21350 Nordhoff 
Street, Unit 110/111 (2,778 SF) will be sold via two separate online 
auctions on March 13th & 15th, 2012, respectively, from 11:00 
am to 3:00 pm. The minimum bids have been set at $181,500.00 
(Unit 112) & $333,360.00 (Unit 110/111). For more information and 
to register for the auctions, please visit the auction sites below.

*RARE CHATSWORTH INDUSTRIAL CONDOMINIUM UNITS*
*EXCELLENT NORDHOFF BUSINESS PARK LOCATION*

OR CALL ROBERT VALENZIANO AT 818.907.4663

WWW.CBREAUCTION.COM/NORDHOFF112
&

A Cash Flow Solution:

Factoring is Not a
Bad Word

Banking & Finance
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