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Microlending

A microloan is a small loan for people who want to
start or grow a business. Microloans are typically
available in smaller amounts than what most banks
will lend, and the application process is designed for
maximum accessibility for the borrower.

Microloans can be used for many different business
expenses including:

e Startup costs

e New or used equipment

e Advertising

e Working capital

e Fees and permits

e Inventory

Arkansas Capital Corporation is a Certified
Development Financial Institution (CDFI) that
provides microloans to eligible entrepreneurs.
Details:

e Loan amounts of $5,000 - $49,999

e Up to 5 year terms

e Fully amortized loans (no balloon payments)

e Competitive market-based rates

e No prepayment penalties

e Easy online application

¢ Collateral requirements based on your use of loan

e Assistance from friendly and knowledgeable staff

e Applications available in Spanish and English with

bilingual staff support
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This guide is not a loan application but aims to help
entrepreneurs understand the microloan process so they
can discuss their options with the microlending team at
Arkansas Capital. Contact us at micro@arcapital.com or
visit arcapital.com for more information.

If you are thinking about applying for a microloan, you
might not have all the answers to the questions in this
guide right now. However, the exercises provided can
serve as a helpful starting point, giving you the EDGE
you need to succeed as you prepare to borrow money
and grow your company!
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Exercise #1.
Identify your business type

At Arkansas Capital, microloans are for business expenses,
not personal expenses, so you need to start with a
business! Lenders also need to understand your business so
they know how to best support you. Tell us about your
business:

Business Name:

What does your
business do?

Where is your business
located?

When did your
business start?

What makes your
company better than
your competitors?
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There are many different types of businesses.
Put a checkmark next to the type of business you own.

Sole Proprietorship: Single individual owns and

operates the business, with no legal distinction
between the owner and the business.

LLC: Flexible business structure that can have more

than one owner where profits and losses are
reported on the owners' personal tax returns.

Partnership: Legal arrangement where

two or more people agree to share the
management, profits, and liabilities of a busmess

C-Corp: Legal entity in which the company is taxed

separately from its owners making profits taxed at
both the corporate and shareholder levels.

S-Corp: Legal entity that passes corporate $
income, losses, deductions, and credits

directly to shareholders for federal tax
purposes, thus avoiding double taxation
of its owners.

Not sure which to check? Visit your state’s Secretary
of State’s website to learn about the different business
types and how to register.
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EXxercise #2.
Why do you need the money?

Microloans are very flexible in how they can be used.
Below are some eligible expense categories. Write why
you need the money in the category box that most aligns

with your needs.

Startup Costs New or Used Equipment
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Exercise #3:
How much money do you need?

Microloans are typically $49,999 or less. Arkansas Capital
has microloans available as small as $5,000. Refer

to the items you wrote in the expense

category boxes. List them below

as specific as possible and

include an estimated

cost for each item. $5,000 M I-I |-| ﬂ $49,999

available ACC funding

Total Loan Request: || $
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Exercise #4;

Because a microloan is borrowed money, it must be repaid.
Lenders need a way to evaluate your ability to repay the
loan. A loan term is the length of time you have to repay the
loan. At Arkansas Capital, the microloan terms are five
years, so you have five years to repay the money.

Lenders will ask about your assets (how much money and
property you have) and your liabilities (how much money
you owe/debt). They will also ask about your credit history,
available collateral (valuable things you already own) and
other sensitive questions about your legal and financial
history.

Below are scales for your assets, liabilities, credit history

and collateral. Put an X on the line that estimates the
amount of each item.

ASSETS

$ P ]99%8

not many assets lots of assets

LIABILITIES (DEBT)

$ ] S$ 65

not many liabilities lots of liabilities
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COLLATERAL (Valuable things you own)

R T |

not much collateral lots of collateral

CREDIT HISTORY

S —

bad credit history good credit history

Ideally, you want more assets than liabilities, some collateral
and good credit history. However, having low credit or lots
of debt will not automatically disqualify you for a microloan.
You may also still qualify with no collateral. Ask your lender
for help!

The Fair Credit Reporting Act requires Equifax, Experian,
and TransUnion (the three major credit reporting
companies) to provide you with a free copy of your credit
report, at your request, once every 12 months. Visit the

for more
information.
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EXxercise #5:
Collect your documents

The application process for a microloan is usually shorter
than typical commercial loans, but there are still many
documents your lender will ask for. Below is an example of
what your lender could request. Put a check in the box for
each of these items indicating if you know exactly where to
find them or if you need some time to pull them together.

| know | need some

exactly where | time to pull
to find this! this together.

Personal income tax
returns for the past
two years.

Corporate income tax
returns for the past
two years.

Personal resume

Projected annualized
income statement for
two years.

Identification (driver's
license, passport, etc.)

NOTE: You will need to complete some other forms provided by your
lender, but the items on this list are a good start.
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Exercise #6:
Contact Arkansas Capital

Arkansas Capital is here to help you succeed in your
entrepreneurial journey! We have knowledgeable, bilingual
staff who are excited to work with you. You will have a
working relationship with your lender during the life of the
loan. Don’t be nervous to talk with us - remember we are on
your team!

Complete the questions below using the information you
wrote in your field guide. This snapshot profile of your
company will help you know where to start the
conversation with your lender.

Business Name

Business
Description

Business Type

| need to do I

My assets are:

My liabilities are:

My credit history is:

| have all my
YES NO

documents?
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congratulations!

You have identified the first steps in preparing to apply
for a microloan. By getting a jump start on the lending
process you have given yourself the EDGE to succeed!

Interested in learning more about microlending?
Contact us at micro@arcapital.com or visit arcapital.com
for more information.

RESOURCES
e Arkansas Capital Microlending Program

e Small Business Administration Business Smart
Toolkit

e Free webinars on small business tips and strategies
with SCORE

e Fair Credit Reporting Act information by the
Consumer Financial Protection Bureau

e Find a Small Business Development Center in your
state
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Arkansas Capital Corporation
Empowering Entrepreneurs since 1957

Through five distinct programs, Arkansas Capital Corporation (ACC) offers
innovative services to foster regional economic development and growth.
ACC works with partners to expand economic opportunities to underserved
and rural communities in the following ways:

e As a federally-certified community development financial institution
(CDFI), ACC specializes in lending to individuals, organizations, and
businesses in under-resourced communities. ACC partners with banks in
conventional commercial, SBA 7a, SBA 504, and USDA Business and
Industry (B&I) lending.

e The EB-5 Regional Center Program is a modern economic development
mechanism that utilizes creative global strategies and investments to
solve the need for flexible and affordable financing for economic
development projects throughout the country. Pine State Regional
Center (PSRC), an ACC subsidiary, is proud to offer this tool among its
pool of financing options for impactful development projects.

¢ Heartland Renaissance Fund (HRF) is a federally certified Community
Development Entity dedicated to stimulating economic activity in
disadvantaged areas through use of federal New Markets Tax Credits
(NMTC). Heartland serves a seven-state region consisting of Arkansas,
Louisiana, Mississippi, Missouri, Oklahoma, Tennessee and Texas.

e The Governor's Cup and the Youth Entrepreneur Showcase (Y.E.S.)
business plan competitions are managed by ACC’s 501(c)(3) affiliate, the
Arkansas Economic Acceleration Foundation (AEAF). Both provide
monetary incentives to attract energized, creative, and innovative young
students who have great business ideas or who want to learn more
about entrepreneurship.

e ACC has an active community development advisory board composed of
a diverse set of professionals who work directly in the entrepreneurial
space to help guide in reaching underrepresented populations.

ACC's dedication to supporting entrepreneurs in rural and underserved
communities resulted in establishing the EDGE Initiative: Education to
Develop and Grow Entrepreneurs. EDGE strives to boost access to tools,
resources, and networks for local change agents, empowering them to
construct their entrepreneurship ecosystem. ACC foresees a future in which
every individual seizes the opportunity to thrive as a successful
entrepreneur, and every community possesses the capability to cultivate
entrepreneurial citizens, actively propelling positive change and economic
prosperity throughout society.
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notes:



Little Rock Fayetteville
200 River Market Avenue 2928 North McKee Circle
Suite 400 Suite 113

Little Rock, AR 72201 Fayetteville, AR 72703
800-216-7237 or 501-374-9247 479-251-1732



tel:8002167237
tel:5013749247
tel:8002167237
tel:5013749247
tel:479-251-1732
tel:479-251-1732

