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STEP 0:
BEFORE YOU FUND YOUR BUSINESS
If you are planning on starting a new business or hoping to grow the business you currently own, there is a very
good chance you’ll need some type of funding to get to next steps. There are many financing options available, but
before you leap into the land of lending, take some time to research the following questions:

How Much Money Do I Need to Start?

No two businesses are exactly alike. Even in a franchise business, the money needed for startup funds can vary
from location to location. Before you can begin to look at financing sources, it’s important that you understand
what your financial needs will be. This might include ‘seed’ money, to help cover the costs of doing business in the
first few months of operation, as well as funds to cover ongoing fixed expenses (rent, utilities, administrative costs,
etc.) and variable expenses (inventory, shipping costs, sales commissions, etc.). To help you identify some of your
financial needs, we found these tips from the Small Business Administration.

What Will a Lender Need to Know?

Unless you’ve discovered you can totally fund your business by using your own money, chances are you’ll be approaching a lender or investor for financing. Here’s some key factors a traditional lender may look at when evaluating your loan. In addition to what a banker may look for, a private investor may have additional questions before
considering financing.

What’s Your Funding Stage?

Depending on the amount of funding you are looking for will determine certain expectations from investors.
During your research and planning for “The Ask”, try to see where you fit within these various stages:
Pre-Seed
• Amounts: <$100,000
• Company Life Stage: Pre company
• Purpose: Idea development and formation of founding team
• Available data: Little to none
• Who invests: Founder, Friends and Family; some state programs; contests; crowdfunding
• Risk level: Extremely high
• Expected rate of return: None
Seed
• Amounts: $250,000 - $1 million +
• Company Life Stage: Early development
• Purpose: Seed funding is used for research and development, proof of concept, product testing, prototype
development. Companies move from idea to model and begin testing the market.
• Available data: Soft data, value proposition, founder experience
• Who invests: Founders, Friends and Family; crowdfunding, Angels
• Risk level: Extremely high
• Expected rate of return: 50-75%
Series A
• Amounts: $1-3 million
• Company Life Stage: Development

•
•
•
•

Purpose: Series A usually provides resources to further develop and scale the product; validate the business
model (engage customers); and establish time to market
Available data: Validation, time to market, initial customer feedback
Who invests: Angels, VCs
Risk level: Very high Expected rate of return: 40-60%

Series B
• Amounts: $3-7.5 million
• Company Life Stage: Shipping product
• Purpose: Series B funds are often used to scale a business. Additional funding allows the company to complete
product development, ship product and create early revenues.
• Available data: Preliminary revenues
• Who invests: VCs
• Risk level: High
• Expected rate of return: 35-50%
Series C
• Amounts: $7.5-10 million
• Company Life Stage: Product backlog
• Purpose: The Series C is often used by a company for operating capital to expand markets, to strengthen the
balance sheet or to finance an acquisition.
• Available data: Predictive revenues
• Who invests: VCs
• Risk level: Moderate
• Expected rate of return: 30-40%
Mezzanine
• Amounts: $10-20 million
• Company Life Stage: Profitable
• Purpose: Mezzanine financing usually helps a company prepare for an IPO or acquisition.
• Available data: Hard data, net income
• Who invests: VCs
• Risk level: Lower
• Expected rate of return: 25-35%
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STEP 1:
BOOTSTRAP YOUR BUSINESS
Contrary to popular belief, you CAN start a business with little to no funds. Welcome to Bootstrapping: Maximizing
human capital first and using existing and/or self-generated funds second, to take an idea or company from one
point to the other without referring to investors or banks.
With advancements made over the internet in the past 20 years, the costs associated with being noticed in an ever
growing digital world have decreased drastically. Where you once would need to hire a developer to build your
online presence, there are do-it-yourself website builders like Wix and Weebly that can create a modern site at a
fraction of the price. Need tips and tricks for marketing your business? No problem — Youtube has plenty of free
content from experts on the topic.
Though there are a ton of great platforms available for you to develop your business digitally that weren’t so easy to
come by 10, 15 or 20 years ago, there are tried and true methods to decreasing the overall need for up-front cash to
develop the business of your dreams — and yes, you can learn about them right now!

Start Small — Grow Quickly

It’s so easy to envision your business taking off and becoming that one thing your customers just can’t live without.
But, within those thoughts, sometimes we tend to get the cart in front of the horse… so to speak. For example, you
are wanting to start a world-class restaurant. You will have a large dining space, kitchen, staff, and to-die-for cuisine.
However, this will be highly capital intensive, prospective locations aren’t available at this time, and you aren’t sure if
your customers will like the food you are offering.
IDEA: Invest in a food truck you can take to all of the local farmers markets to both test and generate revenue while
finalizing your business plan, menu, location and more.
The truth is, not all of us want to start the next best restaurant in Iowa (or even beyond). However, we all need to
start somewhere! That somewhere, might just be a scaled down version of your end goal. So, in essence, figure out
what YOUR food truck is, and go all in!

Start a Business That Generates Fast Cash

By now, we all have heard of the vacation home rental juggernaut AirBnB — but what not everybody knows, is the
ingenious way their founders raised enough funds to pay off their debt and save their company. And no, it wasn’t by
renting more homes. You guessed it: Cereal.
Brian Chesky and Joe Gebbia, the founders of the company, had racked up $20k worth of credit card debt each and
were running out of options. In desperation, the pair traveled around San Francisco to purchase 1,000 $1 cereal
boxes. After buying their supply of boxes, re-configuring them, printing a new design to reflect the 2008 Presidential Election, and listing them for sale, they sold out of their supply within 3 days and finally were able to pay off their
debt.
Now, not every idea we come up with will be an instant success — but the principal is still the same. How can you
DO THINGS NOW to generate funds for the actual business you want to start or expand? If you can answer that
question, you are a true entrepreneur!

Bartering

Oh, you thought the story about AirBnB was over? Wrong! We left out an important detail about how the founders
were able to print a new design on all those boxes with no money in their accounts. They identified a local shop who
said they would print 1,000 boxes for them as long as they received a cut of the sales. A no brainer for the founders,
they took up the deal and went right to work — The rest is history!
Bartering is a practice that isn’t seen often these days. Typically, in business, we use cash in exchange for goods and
services. But, that shouldn’t deter you from trying to work out a deal with others that doesn’t include a straight cash
exchange. Just make sure what you are exchanging is of equal or more value to you!

Taste The Waters

Despite what you may see on Shark Tank, sometimes it isn’t feasible to quit your day job and dive into your startup
completely. Perhaps you have loans you can’t defer, a family that is in need of a stable income, or maybe you just
aren’t sure your idea will take off right away. This scenario is more common than you think, and you may have to rethink how your business is started.
IDEA: Try starting as a part-time business. This will allow you to keep your full-time job, and the stability that comes
from it, while you work on your business in the evenings and weekends. During this time, you can improve your
business model, and save up money to invest in your full-time commitment later on.

Cut Down On Your Expenses

Spending money doesn’t necessarily mean the opposite of bootstrapping, but it does mean spending less whenever possible. Rather than finding a storefront to sell your goods, perhaps you strike up a deal to use someone else’s.
Rather than paying for an office space, you work out of your home’s spare bedroom or garage. Rather than going
out for lunch a few times per week, perhaps you bring your own or stay home. Regardless of what you do, even
when you’re not bootstrapping, saving money is always a good thing in the business world!

Make a Partnership

Constantly paying someone to take on tasks/jobs you aren’t skilled at in your business can be costly, especially if you
are just starting out. An option you should look into is partnering with that person, or finding someone who has an
opposite skill set to yours, in order to both reduce day-to-day responsibilities you have, as well as reduce the upfront
cost of receiving that assistance.
The downfall to this message, mostly, is you will end up owning less equity in the business. But, if you are strapped
for cash, and have found a high quality individual you believe can help you take the business to the next level and
beyond, this might be a great option for you!

Use Your Savings As Capital

When looking for options regarding financial investments in your business, sometimes you need to look at what
you currently have. Ask yourself, how much of my savings can I afford to invest in the business? What items can I sell
in order to start? To grow? This type of control is great because it allows you to be in control of running all the costs
involved in the business. Just make sure you really think about dipping into your retirement savings as there is no
guarantee you will get the money back out of the business.

Insist on Immediate Payments

Another great idea to bootstrap your business is to ensure that all your clients pay for their product purchases instantly instead of financing their purchase. This will make it easier for you to make other purchases sooner than later
and keep investing money back into the business. Time is money and hence the earlier the payments, the better.
Contracting out to work to a freelancer could be a good option for a reasonable rate. Services available, like Fiverr,
can help you find freelance workers online and for reasonable rates.

Request a favor from friends and family, rather than hiring someone who is expecting payment at the end of the
day. Though this could be a great option when you are starting out, the more you ask, the more likely you will receive a no or expectation of payment.

Lease Equipment

There comes a time when your business could be in need of certain machinery. Since these machines could be
used once in a while in your business, it is better to lease them from another company since it is cheaper than buying.

Cash Advances from Credit Cards

This an easy and quick way to gain access to cash, but if used for long-term financing, they can be much more
expensive. Credit card interest rates typically are much higher than rates you would pay for other types of funding
– meaning you may be paying much more in the long-run.
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OPTION 2:
FRIENDS & FAMILY FUNDING
We know what you might be thinking — how can I ask for money from friends and family to start my business without making it awkward? Luckily for you, we have a few tips you can use to make it less awkward, less stressful, and
have a better chance at maintaining the relationship if you aren’t able to pay the money back.

Choose Your Strategy

There are two main strategies you can use: solicit large chunks of money from a few people, or a small amount from
a lot of people. There are benefits and disadvantages to both, so let’s discuss.
You are less likely to ruin a relationship over $25... but $25k, that’s a whole other animal. With a small ask, there is a
lot less stress put on someone regardless of their answer, and you may receive the funding faster as well. Now, you
more than likely won’t receive a contribution from everyone you ask, so you need to adjust the amount of people
you are requesting money from.
So if your goal is to raise $5k at $100 investment per individual, you will need to convince 50 people to help you out.
If roughly only 10-20% actually invest in your company, that means you will need to speak with 250-500 people just
to obtain the 50 people who will actually pay.
If you decide to ask only a handful of people for larger sums of money, there will be a lot more planning needed.
This option can work if your network has the funds to support you, just know that it may take a little longer to receive them, and/or there may be more strict timelines you need to follow to pay back those funds.

Choose an Investment Type

When you accept money from others, strings will be attached, no matter how you structure the transaction. Some
things you should consider when choosing an investment type:
Accept and pay back loans:
Loans can be great because you receive the funds you need, but they have to be paid back on a set deadline. This
can impact cash flow and overall profitability. If you went with smaller asks from friends and family, you would be
juggling more loans than if you had only asked a few people.
Offer an equity stake:
If you take on investors, you will have to give up a portion of your company. Regardless if it is a friend or a family
member, they will eventually want a return on their investment. This could mean eventually selling the company,
buying back shares or paying out dividends.
Offer a token of thanks:
Money can be considered a gift, and that’s exactly how you should thank family members/friends if you go this
route. If the funding you are receiving will not be considered a loan or equity stake, you should get into writing that
the funds are a wonderful gift and NOT an investment or promissory note.
Write Down Your Pitch:
More than likely, your friends and family won’t want to read through a 50 page business plan. You will probably
have better luck sitting down at a coffee shop with them and explaining your idea on a very personal level. You
could also try to write up a short 5-10 page document explaining what you will do, how you will do it, and where

the funds will go. This short summary will ensure the friend/family member understands the risks/rewards before
giving you the funding.
Keep Your Documents and Communications Business-Like:
It’s going to be awkward explaining profit/loss statements to your weird Uncle Walter, but it’s just something you
will need to get used to as long as he is a part of your business. Make sure to structure, document and manage
these investments just like you would with any other kind of investor — not only to make sure you are on the same
page throughout the business relationship, but to make things more clear should a legal dispute occur.
Manage Expectations:
Typically, family and friend investors are a lot more patient than professional investors. If you miss goal A and goal B
isn’t looking too good, a professional investor may be on your case to get back on track immediately. A family member or friend may understand that “things happen” and will keep encouraging you to keep trying.
It’s a good idea to keep your friends/family investors in the loop about your progress. Perhaps you send them a
monthly email, or a meetup for coffee. Regardless of how you choose to stay in touch, it’s important you do. If you
find yourself at a loss of how to move forward, having a good relationship with your investors will allow you to receive more advice from them, and perhaps, a connection to someone in their network who can help.
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OPTION 3:
ANGEL INVESTORS & VENTURE CAPITAL
The terms ‘Venture Capital’ and ‘Angel Investor’ are often confused. Both receive equity (basically shares in a company that is not publicly traded), from providing investments into private companies, but there are several differences.
Angel investors are individuals who have the ability to provide startups with a small to significant amount of capital.
This capital is usually provided to startups in exchange for some equity in the business. Unlike venture capital firms,
angel investors will not often require immediate returns and understand that growing a startup into a profitable
business can take a long time. In order to make your startup as attractive as possible for an angel investor, consider
the following:

Know your growth

Typically, angel investors look to 5X - 10X their investment. So, before contacting a potential investor, make sure you
conduct enough research to confirm there is a sufficient return on investment for your angel. Investing in a startup
can be a high financial risk, so ensuring this step gets you one step closer to obtaining funding.

Get it right — the first time

Once an investor see’s what you are offering, they are either sold or not sold on the idea. So, it is imperative that you
are completely ready to present your business before you speak with them. Angel investors not only look for great
ideas, but startups with a great team and track record for executing their business plan. If you have a proven method of obtaining a regular revenue stream, you are more than likely ready to speak with an angel investor.

Don’t wait for an angel to contact you

Nothing speaks louder than hustle and initiative. While you are preparing your pitch and finalizing your business
plan, you should take some time to connect with potential investors. One way to do this would be to speak with
your lawyer or accountant as they may know some wealthy individuals interested in your industry. You could also
try to join an accelerator program. This puts you through a highly competitive selection process and provides great
validation for angels. Lastly, you could visit various angel investors websites to get a better idea of what they are
looking for. Here are some you can check out:
•
•
•
•
•
•
•
•
•

AngelList
SeedInvest
Life Science Angels
On Startups
Tech Coast Angels
Golden Seeds LLC
Hyde Park Angel Network
Angel Investment Network
NEXEA

Start building relationships

If a random person walked up to you on the street and asked you for $5k, you would probably give them a funny
look and walk away. So, why would that be any different than you asking an angel investor for funds when you haven’t met or barely know each other? The truth is — it isn’t — and you should start building a relationship with the
investor before you ask for money. Not only will this increase your chances of funding, but just an opportunity to
pitch your idea to them and receive feedback.

Research, research, research

So you’ve identified a potential angel investor or two — great — but now what? You need to learn as much as you
possibly can about them. What are they investing in? Why do they invest?

Elevator pitch

So you’ve identified an investor, conducted research about them, built a relationship with them, and are now ready
to ask for financial assistance. The next thing you should do, is prepare a brief, compelling story about your business — AKA your elevator pitch. The pitch will focus on the problem your product or service solves. Make sure you
do your research about your industry and your competition — hopefully, better than the investor! It’s never a good
idea to assume you know everything, so make sure you are prepared and open to advice and criticism!

Be realistic

It’s extremely easy to think your business is worth more than what it is. You see the value provided to your customers, and the hard times you and your team have made it through. But the truth is, money talks. And cash flow
trumps all. While angels recognize there is always a potential for growth, they are investing in the value of the company today. Overestimating what your business is worth is one of the most common deal-breakers when dealing
with angels.

Prepare for due diligence

You wouldn’t hire an electrician without reading a few reviews about them first, right? So why would an investor in
your company be any different? Investors will more than likely want to review your financial statements, investigate
any outstanding debt you/the business has, as well as the overall ownership make-up/legal structure of the company.
Venture Capital funds are managed through venture capital firms primarily made up of professional investors. The
funds come through many different sources including individual investors, corporations and others. The types of
business funded are small and medium sized ventures with a strong growth potential, and the investments are typically characterized as high-risk/high return opportunities.
Iowa Capital Investment Corporation, a state chartered independent not-for-profit corporation, maintains a listing
of venture capital and angel/seed funds serving Iowa and has organized the Iowa Seed and Angel Network, a group
of individual investment groups from across Iowa who meet quarterly to hear from companies seeking investment.
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OPTION 4:
TYPES OF LOANS AVAILABLE
Getting a loan is just one of the many ways you can fund your business. Luckily, there are many different options at
your disposal.

Revolving Loan Funds

Iowa has many revolving loan programs available for small businesses. These programs typically provide loans to
businesses located in specific communities or regions and are offered through many different agencies. When looking at applying for a revolving loan, it’s important to know that you will also be working with your local bank or other lending agency for the primary source of the money you need, with the revolving loan providing the additional
funds to make up the ‘gap’ between what the primary lender will provide and what you need for your total project.

Microloans

If you’ve found that you are not able to obtain a bank loan for your business, you may find success through a microloan program. Microloan programs usually offer small business loans from $5,000 to $50,000, and can also provide
technical assistance to help you with your business. Two organizations in Iowa that provide microloans are IowaMicroLoan and the Targeted Small Business Program.

Commercial Bank Loans

Don’t require entrepreneurs to turn over equity or company control. In general, banks prefer to make loans of more
than $10,000. Banks like to see good credit, a solid business plan, ability to repay the loan, and collateral.

Small Business Administration Guaranteed Loans (SBA)

Many banks work with the SBA to provide small business loans. The SBA doesn’t loan money directly to businesses,
but instead works with local banks to provide a loan guarantee. This decreases the level of risk for your bank, which
then makes it easier for your bank to provide your loan. There are several types of SBA loan guarantee programs
that may work for you and your banker. Click for a summary of these loan products.
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SBA & BANK LOANS
Many banks work with the SBA to provide small business loans. The SBA does not loan money directly to businesses, but instead works with local banks to provide a loan guarantee. This decreases the level of risk for your bank,
which then makes it easier for your bank to provide your loan. There are several types of SBA loan guarantee programs that may work for you and your banker:
The 7(a) loan program is the Small Business Administration’s (SBA) primary program for providing financial assistance to small businesses. The terms and conditions, like the guaranty percentage and loan amount, may vary by
the type of loan.

Standard 7(a) | Find A Lender

Max Loan Amount: $5 Million
Max % Guaranteed by SBA: 85% for loans up to $150,000 and 75% for loans greater than $150,000
Interest Rate: Lenders and borrowers can negotiate the interest rate, but it may not exceed the SBA maximum
Eligibility: By the SBA. Qualified lenders may be granted delegated authority (PLP) to make eligibility determinations without SBA review
Forms: SBA Form 1919 and SBA Form 1920 are required for every loan (other SBA Forms may be required)
Collateral: Lenders are not required to take collateral for loans up to $25,000. For loans in excess of $350,000, the
SBA requires that the lender collateralize the loan to the maximum extent possible up to the loan amount. If business fixed assets do not “fully secure” the loan the lender may include trading assets (using 10% of current book
value for the calculation), and must take available equity in the personal real estate (residential and investment) of
the principals as collateral.

7(a) Small Loan | Find A Lender

Max Loan Amount: $350,000
Max % Guaranteed by SBA: 85% for loans up to $150,000 and 75% for loans greater than $150,000
Interest Rate: Lenders and borrowers can negotiate the interest rate, but it may not exceed the SBA maximum
Eligibility: By the SBA. Qualified lenders may be granted delegated authority (PLP) to make eligibility determinations without SBA review
Forms: SBA Form 1919 and SBA Form 1920 are required for every loan (other SBA Forms may be required)
Collateral: Lenders are not required to take collateral for loans up to $25,000. For loans over $25,000, up to and
including $350,000, the lender must follow the collateral policies and procedures that it has established and implemented for its similarly-sized non-SBA-guaranteed commercial loans, but at a minimum the lender must take a first
lien on assets financed with loan proceeds and lender must take a lien on all of the applicant’s fixed assets including
real estate. Lender is not required to take a lien against an applicant’s real estate when the equity is less than 25% of
the fair market value. The lender may limit the lien taken against real estate to the loan amount.

SBA Express | Find A Lender

The SBA Express program features an accelerated turnaround time for SBA review. The SBA will respond to your
application within 36 hours.
Max Loan Amount: $350,000
Max % Guaranteed by SBA: 50%
Interest Rate: Lenders and borrowers can negotiate the interest rate, but it may not exceed the SBA maximum
Eligibility: Made by the lender

Forms: Lender primarily uses own forms and procedures, plus SBA Form 1919
Collateral: Lenders are not required to take collateral for loans up to $25,000. May use their existing collateral policy
for loans over $25,000 up to $350,000.

Export Express | Find A Lender

The Export Express program provides exporters and lenders a streamlined method to obtain SBA-backed financing
for loans and lines of credit up to $500,000. Lenders use their own credit decision process and loan documentation.
The SBA will respond to your application within 24 hours.
Max Loan Amount: $500,000
Max % Guaranteed by SBA: 90% for loans of $350,000 or less, 75% for loans more than $350,000
Interest Rate: Lenders and borrowers can negotiate the interest rate, but it may not exceed the SBA maximum
Eligibility: Made by the lender
Forms: Lender primarily uses own forms and procedures, plus SBA Form 1919
Collateral: Lenders follow collateral policies and procedures that the lender has established for its non-SBA-guaranteed loans.

Export Working Capital | Find A Lender

Export Working Capital loans are for businesses that can generate export sales and need additional working capital
to support these sales. Lenders review and approve applications and submit the request to the U.S. Export Assistance Center location servicing the exporter’s region.
Max Loan Amount: $5 Million
Max % Guaranteed by SBA: 90%
Interest Rate: Lenders and borrowers negotiate the interest rate and there is no SBA maximum interest rate limit.
Eligibility: By the SBA. Qualified lenders may be granted authorization to make eligibility decisions.
Forms: SBA-EIB 84-1, plus attachments
Collateral: Lenders follow collateral policies and procedures that the lender has established for its non-SBA-guaranteed loans

International Trade | Find A Lender

International Trade loans provide long-term financing to businesses that are expanding because of growing export
sales, or that have been adversely affected by imports and need to modernize to meet foreign competition.
Businesses can use International Trade loans for fixed assets for construction, building, real estate equipment, and
for working capital for export transactions.
Max Loan Amount: $5 Million
Max % Guaranteed by SBA: 90%
Interest Rate: Lenders and borrowers can negotiate the interest rate, but it may not exceed the SBA maximum
Eligibility: Made by SBA
Forms: SBA-EIB 84-1, plus attachments

Veterans Advantage

Veteran-owned businesses are one of the fastest-growing and significant segments of the U.S. economy. SBA loans
made to veteran-owned small businesses come with reduced fees.
To be eligible to receive fee relief through the Veterans Advantage program, a small business must be at least 51
percent owned and controlled by someone in one of the following groups:
•
•

Honorably discharged veterans
Active Duty Military service member eligible for the military’s Transition Assistance Program (TAP)

•
•
•

Service-disabled veterans
Reservists and/or active National Guard members
Current spouse of any veteran, active duty service member, Reservist, National Guard member, or the widowed
spouse of a service member who died while in service or as a result of a service-connected disability

Other Options
Line of Credit
Line of Credit is an arrangement with your bank to lend you credit up to an agreed amount. It’s a type of loan that
doesn’t give you one lump sum like a traditional loan, but works more like a credit card in that you borrow against
your line of credit when you are in need of money to cover short term expenses.
Home Equity
Home Equity Loans are basically a second mortgage on your home provided by a lender, which allows you to borrow money against the equity (current market value) of your home. These can be a cost-effective alternative to other types of loans because the interest rates are usually lower. However, you have to consider that you will be risking
your family home to obtain the funds.
Grants
The government does not provide free grant money for small business startups or expansion. BE VERY CAREFUL
of advertisements that promote “free money for your business.” These ads are misleading, and often suggest you
can receive a list of grant resources by paying a fee to the advertiser. These lists typically contain a list of microloan
programs that have funds you need to repay, or list grants available only for non-profit businesses.
Grants for Nonprofit Business
Nonprofit or social entrepreneurs (people using innovative business applications to solve a social need - TOMS
shoes is an example), might benefit from looking through the Iowa Community Foundation’s Grant Search and/or
their Endowment Search.
Factoring
If your business has outstanding long-term accounts receivables, working with a factoring company might be an
alternative to waiting for collection. Factoring companies buy accounts receivables at a discounted rate. This allows
your company to receive cash quickly to help ease cash flow.
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IOWA LOAN PROGRAMS
Iowa offers several small business financial assistance programs in the form of loans and forgivable loans. Eligibility for these programs may be based in part on demographic requirements, job creation, capital investment, wage
standards, quality of employment offered and economic benefits for the state and local community.
Targeted Small Business Program: The Targeted Small Business (TSB) Program assists women, minorities, service-disabled veterans, and disabled individuals with financing to start or expand a business in Iowa. Microloans of
up to $50,000 are available. A business must be certified as a TSB to be eligible to apply for funding.
Iowa Self Employment Program: Iowa Self-Employment is a program that assists qualified individuals with disabilities to start or expand a small business through technical and financial assistance. Awards of up to $10,000 are
available, and require a dollar per dollar match.
Small Business Linked Investments for Tomorrow (LIFT) Program: The LIFT program is offered through the
Treasurer of the State of Iowa, and provides capital for Iowa small businesses. Applications are made through a local
financial institution to the treasurer’s office and if approved, the treasurer of state purchases a certificate of deposit
(CD) from the lender, who then makes the loan to the borrowing business. Maximum loan amount is $200,000.
High Quality Jobs Program provides qualifying business tax credits and direct financial assistance to offset some
of the costs incurred to locate, expand or modernize an Iowa facility. Awards include loans, forgivable loans, tax
credits, exemptions and/or refunds. To be eligible to apply, a business must meet certain wage thresholds. Retail
businesses are not eligible for this program.
Financing Programs for Advanced Manufacturing, Biosciences and Information Technology:
Demonstration Fund: The primary purpose of the Demonstration Fund program is to help small to medium-sized
businesses with a high-growth potential reach a position where they are able to attract private sector funding.
Awards of up to $100,000 in the form of a grant, loan or royalty can be made. For every two dollars awarded by the
state, a one dollar match from the company is required.
Proof of Commercial Relevance: The Proof of Commercial Relevance (POCR) Fund provides financial assistance to
businesses that are pursuing proof of marketability of a technology. The fund is designed to assist businesses that
have developed new technologies and who have completed the proof of concept stage and are now ready to define the market for the product and further perfect the product to meet the market needs. Awards of up to $25,000
in the form of a grant can be made. For every two dollars awarded by the state, a one dollar match from the company is required.
Iowa Innovation Acceleration Fund promotes the formation and growth of businesses that engage in the transfer
of technology into competitive, profitable companies that will create high-paying jobs. The fund provides financing
to eligible businesses through three programs:
•
•

Iowa PROPEL – for seed capital-stage financing ($300,000 maximum)
Iowa INNOVATION EXPANSION – for expansion-stage financing ($500,000 maximum) Awards can be made in the
form of a loan or royalty.

For every one dollar of requested funds from the Iowa Innovation Acceleration Fund, a minimum one dollar of private funds must be provided.
Small Business Innovation Research Program (SBIR) provides funding for small businesses wanting to engage
in Federal Research/Research and Development which has a high potential for commercialization. Small Business
Technology Transfer Program (STTR) provides research and development funding for small businesses based on the
requirement they collaboratively partner with a non-profit research institution on the project. For information on
these programs, contact the Iowa Innovation Corporation.

OPTION 7: CROWDFUNDING

OPTION 7:
CROWDFUNDING
Crowdfunding combines the concepts of crowdsourcing and microfinancing, bringing together various individuals who commit small amounts of money to projects and entities they want to support. This is often done through
websites that make it easy for entities to find potential funders. Funders could expect something in return for their
contributions—such as equity, products, or services—or they may donate the funds. There are four types of crowdfunding:

Reward-Based

Lenders donate to a project or cause they believe in. There can be a reward for lending, but many times lending is
primarily a donation with no return on investment. Kickstarter and Indiegogo are two examples.
Benefits of rewards-based crowdfunding:
• It’s inexpensive: Most crowdfunding sites have two main costs associated with them. The first is a platform fee,
which averages around 5% of whatever you earn. There will also be a credit card processing fee, which usually is
around 3%.
• No credit check: Have you tried getting a loan and have been turned down due to your credit score? No worries. This isn’t a factor when setting up your crowdfunding campaign.
• No collateral required: The only collateral required to run your campaign is your time, that’s always a win!
• Won’t lose ownership: With rewards-based crowdfunding, you don’t have to give away equity in your company
in exchange for donations.
• Increased brand awareness: The marketing that goes into your crowdfunding campaign can help familiarize
people with your company and products — even if they don’t donate.
What to watch out for:
• Not great for large amounts: Crowdfunding typically isn’t meant to raise over $100k. So if you are needing
more than that, you should look into getting a business loan or giving up equity.
• Fixed funding: Depending on the platform, you may not get to keep any of the funds raised during the campaign unless you meet your goal. With this in mind, make sure you do your research on how the platform works!
• Exposure to competitors: Unless you have something so unique it couldn’t be easily replicated by a potential
competitor, err on the side of caution before sharing your idea on one of these platforms.
• Not good for all projects: If you don’t have a product that’s exciting to the general public or only works with
other businesses, you could have trouble raising funds.
• It’s an investment: Making a successful crowdfunding campaign can take a lot of time and effort that some
businesses might not have the time for.

Donation-Based

Commonly used for charitable causes, where donors give to a cause without expecting any return for their ‘investment’. Kiva is an example of a donation-based site.

Equity

Equity crowdfunding provides a return to a lender, by giving the lender a portion of equity (ownership) in the company. Previously, only accredited investors could use a crowdfunding platform to invest in a business, but beginning
in May, 2016, non-accredited investors (like you and me) will have the opportunity to invest in startups and other
businesses. Of course there are rules and limitations, a summary of which can be found on The Securities and Exchange Commission Fact Sheet on crowdfunding.

Peer-to-Peer Lending

P2P lending involves sharing your idea with other people through online platforms in hopes they will invest in your
business. The loans are usually provided by many different investors, and borrowers can often gain funds quickly
and at a lower interest rate than through traditional financing programs. Examples of P2P lenders are Lending Club
and Prosper. P2P is NOT currently available for borrowers in Iowa.
Bottom line, there are hundreds of crowdfunding sites you could choose from. So if you are looking at launching
a crowdfunding campaign to fund your business, it’s important to do your homework and find a site that matches
your needs.

OPTION 8: GOVERNMENT GRANTS

OPTION 8:
GOVERNMENT GRANTS
Receiving free money to start your business sounds great, right? Of course! But the truth is, this method of funding
is almost non-existent unless you are a nonprofit.
BE VERY CAREFUL of advertisements that promote “free money for your business.” These ads are misleading, and
often suggest you can receive a list of grant resources by paying a fee to the advertiser.
These lists typically contain a list of microloan programs that have funds you need to repay, or list grants available
only for non-profit businesses.

BONUS: PROGRAMS & RESOURCES FOR AGRICULTURE

BONUS:
PROGRAMS & RESOURCES FOR AGRICULTURE
Whether you are thinking of starting a livestock or crop operation, or are one of the many people building a small
farm on just a few acres, it can be challenging to launch an agricultural business. Fortunately, there are several resources you can turn to for assistance in helping your dream to grow!

State Financing and Tax Credit Programs
•
•
•
•
•
•

Iowa Agricultural Development Division (IADD), through the Iowa Finance Authority, has several programs to
assist with starting or expanding a livestock or crop operation.
Beginning Farmer Loan Program helps new farmers acquire agricultural property. Loans are provided through
a lender or contract seller with funds coming through the issue of federal tax-exempt bonds offered through
IADD.
Loan Participation Program assists low income farmers obtain loans and make down payments on agricultural
property.
Beginning Farmer Tax Credit Program allows agricultural asset owners to earn tax credit for leasing their land
to beginning farmers. The program also includes tax credit for the leasing of large (depreciable) machinery and
equipment breeding livestock and buildings.
Custom Farming Tax Credit Program offers a tax credit to anyone hiring a beginning farmer to do agricultural
contract work for the production of crops or livestock in Iowa.
Lease to Beginning Farmers Program offered through the Iowa Department of Natural Resources (DNR), provides beginning farmers the opportunity to lease agricultural land that the DNR holds and manages for wildlife
habitat.

Federal Grants, Loans and Resources
•
•
•
•
•
•
•
•

USDA Farm Loan Programs
USDA Farm Storage Facility Loan Program
USDA Value Added Producer Grants
USDA Loans for Socially Disadvantaged Farmers and Ranchers
USDA Disaster Assistance Loans
USDA Guide to FSA Farm Loans
Grassroots Guide to Federal Farm and Food Programs – National Sustainable Ag Coalition
Guide to Federal Funding for Local and Regional Food Systems – National Sustainable Ag Coalition

BONUS: RESOURCES FOR WOMEN, MINORITY, VETERAN, AND DISABLED
BUSINES OWNERS

BONUS:
RESOURCES FOR WOMEN, MINORITY, VETERAN,
AND DISABLED BUSINESS OWNERS
Diversity in ownership of Iowa companies helps make our economy stronger. There are multiple statewide programs that support women, veterans, minority, and disabled business owners by providing highly specialized
services and financing options to help ensure business success.
The Targeted Small Business (TSB) Program offered through the Iowa Economic Development Authority, can provide financial and other benefits to certified businesses owned and operated by women, minorities, individuals
with disabilities and service disabled-veterans, including:
•
•
•
•
•

Access to low-interest loans of up to $50,000, plus free business counseling
Pre-access to all state agencies’ buying needs before available to general public
Opportunity to sell up to $25,000 of goods and services to state agencies without going through a competitive
bidding process
Listing in the TSB online directory used by public and private sector organizations
Differentiate your business from competitors

To become a certified Targeted Small Business, you’ll need to complete the online TSB application available on the
TSB webpage.
The Iowa Center for Economic Success manages the TSB loan program, and can provide assistance with the application process. They offer business education and individual business support for Iowa businesses and specialize
in helping businesses owned by women and minorities. The Iowa Center is also home to the state’s only Women’s
Business Center, a program funded through the U.S. Small Business Administration.
Iowa Self-Employment Program (ISE) is designed for clients of Iowa Vocational Rehabilitation Services (IVRS) or the
Iowa Department for the Blind (IDB), who aspire to become self-employed entrepreneurs. Through the ISE, entrepreneurs may receive technical and/or financial assistance to start, expand or acquire a business. ISE offers orientations, business consultation, counseling services and opportunities to collaborate with other professionals.
The Small Business Linked Investments for Tomorrow (LIFT) Program is offered through the Treasurer of the State of
Iowa, and provides capital for Iowa small businesses. Applications are made through a local financial institution to
the treasurer’s office and if approved, the treasurer of state purchases a certificate of deposit (CD) from the lender,
who then makes the loan to the borrowing business. Of the total amount available for lending, one-half of the moneys invested will be available for qualifying small businesses which are 51 percent or more owned, operated, and
actively managed by women, minorities or persons with disabilities.
Boots to Business is a 3-part entrepreneurial education and training program offered through the U.S. Small Business Administration (SBA). The program provides assistance to transitioning Service members who are exploring business ownership or other self-employment opportunities. Not sure entrepreneurship is right for you? The
two-day Reboot program provides an overview of business ownership for transitioning Service members, and is
instructed by SBA staff with local partners, the Iowa Small Business Development Centers and SCORE offices. Other
resources offered through the SBA include:

•
•
•
•

Office of Veterans Business Development provides programs and services to support aspiring and existing veteran entrepreneurs and military spouses.
Veterans Women Igniting the Spirit of Entrepreneurship (V-WISE) is an SBA funded program which includes online training, conference for women veterans and female spouses and mentoring.
Military Reservist Economic Injury Disaster Loan Program (MREIDL) provides loans to eligible small businesses to
cover operating costs due to the loss of an essential employee called to active duty.
Veterans in Agriculture offers programs and resources to veterans interested in starting a farming operation in
Iowa

Additional Resources:
•
•
•
•

SBDCNet – Resources for Veterans
Federal Deposit Insurance Corporation (FDIC) Minority and Women Outreach Program
FDIC Guide to Financing Your Small Business
National Association of Women Business Owners (NAWBO) – Iowa Chapter

