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Economists predict a fragile recovery -
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Capital Concerns

Creative ways to find financing in a down market // By Rachel Gieri

i%:rmn:m.-]:.-. '\.'\.'i||1'|:|¥| sotirces of financ-
i:ug A iqm wai:ing o be fmlu-:l. [}L\p‘ll‘;’ the
protests of many frusmared funding-seekers,
Instamed president and CEO Bill Marvin
knows from experience thar the exisience of
available :;api11| 15 nat the 1:w'|a|cn1.

*I think chat it ill'LT wrang mosay thait
there 1t c:piul out there,” Marvin says,
“There is. The question is, cin you convince
that capital 1o go with your business? You juse
have 1w know the price and the criteria thar
it invests in.”

Marvin successfully raisad $6 million for
his heal theare PaAymEnts netwaork in October,
and he says the key was a strong base of inves-
pors and f.uml:lttiliu:: between them. Rather
than wry m convince a single source w par
with the entire $6 million, Marvin stayed in
continual contace with several invesiors and
lenders. That way, Instamed had the upper
h:unL |n:|:1'ni; :hn:'m vir |.|:|r i \tqlﬂ; n I|:|:: COHTh-
pany. Marvin alko sertled with a2 combina-
tion of debr and equity capiral, a move thar
he says makes his company more financially
sound.

“Limiting yourscelf to anc investor limits
[vou ro] how deep cheir pockes are, so by
having multiple investers, you have more
capital on the table,” he says. “Having four
primary investor groups makes it even bemer
because it creares competition. Competition
is gnod for seming a fair price in any marker.”

[t’s no secret that cash isn't easy to come by these days. Lenders

and investors are still ducking their heads just out of sight, fearful

of returning toa high-risk environment. And for growing companies,

that can bring business to a halt.

SPREADING THE WEALTH

OF course, it didme hurr that Marvin had
established relarionships with each of his in-
vestors, totaling $22 million of debe and eq-
uity capital since 2004. For Ed Coringrato,
CEQ and pr::.:'ujcm of npl'i:'xl O PROTIE AES
clmln!w:r (f}q::i{.‘\._ that broad base of rela-
tionships was in1cgr:] e his company’s finan-
cial suceess.

“W'e were challenged in this communica-
nion indusery by whar | call the grear depres-
sion of 2000 to 2004,” he explains, " Those
who surived managed cash very carcfully
and worked some business development rela-
nonshi ps survive the ‘nuclear wineer' that
we went through, Ar Croprics, we had the
advantage af having a ymni investor hase.”

When Cyoptics was founded in 1999, it
was a venture-hacked company because of irs
l,;l.pit:ll'i:ltlﬂl\i\'r nature, ;tl:lc[ as it Erew and
m:pcl.mlulL it made several aciju witions of
other companies that “came with cach,”

“Investors felt berer abour investing in
a combined company versus a singubar com-
pany because the combined company had
mare scale and a broader product portfolio,”
Conngrato says,

Investor and lender comfore, as Corin-
Brato and Mamvin m.ngnim. i the real ob-
stacle to financing a company in a down mar-
ket. Coringrata has noticed that one postive
mend & leading him down a different path

than he would have considered otherwise:

“I know that if we had been a business in the late *30s,
we probably could have raised twice the amount.”
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say that there isn't capital out there.

the EH’;’\'.;I.I:{' cqu:iq' L‘unununiq' s i:lirking up
the skack where many venwre capitalisis have
backed off.

Coringrato also pointed our that some
industries have a global market — CEOs
don't have to lieit themselves wo U.S.-based
investors or markets, “The thresholds For
IPOing are a lor lower ourside the U.5..7 he
says, Though he sees Cyoprics staying with
more tradinonal sources of financing, he be-
|ir‘-w\ Lm:ui\.'itf.' wall In: 1]w L]ltu“l;' that Lu.:q:u.
u:-ll:lp:miu allaat.

For Roberr Stack, president and CEQ of
Community Options Inc., thar creatvity is
helping his nonprofit move forward. Come-
|1:||.|||'|t:r (_}|11;mu pmricl,w. hioaisi ng far iJI;‘UFI‘I{'
with disabiliries, and after the mongage cri-
si, Stack has had vo jump through hoops
1o secure the debr equiry for those homes.
Just a few years ago, he'd be able o finance
106 percent of cach of the erganization’s 150
houses, bur roday, ics nearly impossible o
geta bank to agree to i,

Instead, he’s been experimenting with
rui!iug |1:|u.|15i:|: houses into (41178 bond. Even
lill.'l1.. banks have been dl:‘l.'a]uing hcrlldn ilmi
forcing the organization to pur up cash o
sustain it With those financial challenges
from the banks, Stack is in the process of
|1||tring lu!;vrlwr I {1:!|c{;t:i-.'u ui'!:-uu]:lh' wihas
would consider Em':\::ing o @ low level,” a
new rowe af }i:ltum:;]:ng for the n:n:g,mi'..' atiomn,

“| think that it's just wrong to

"

TIMING 1S EVERYTHING

Though every
necds are unique, one thing
needs is time on his or her side.

company’s  financing

every CEQ

“The cliché ‘patience s a vinue' is some-
IEIiI!l; we - all have 1o emember” Sack [EVES
“1 think we have o wait this out and make
sure the niming works,™

Marvin says thar the tming of the down
market means businese: will have o :l-:li“\l
their anm.'I:lriq:ln\. when u.u:rc]liu.g Foar t‘il!:li'
il

“I know chat ifwe had been a basiness in
the lare "M, we probably could have raised
rwice the amouny,”™ he says. "IFyou can raise
money, :,'nu'n: nat Fuiug 10 et It o as Favor
able wrms as you otherwise would have, had
you raised it in different economic times.”

The solution, Marvin says, is for busi-
nesses 10 “be Further our in front of the
|.‘.'|'|!iluf race.” IF the revenue wends of the
business suggest thar capital will run ot in
six. months, the time to start searching was
}nlcn‘h}'. The Further in advance businesses
ask for capiral, the maore Fvorable the cerms
of the investment or boan are likely 1o be,

“If you starr early, adjust your expecta-
tions and book 1o build a base of investors as
opposed 1o trying to get one mvestor and be
one-and-done, }TII.L-:I'!,! on your w.l_'_v." Marvin
SV,



