Capital

· Capital is simply the money invested in a business

· Capital is a key component to the start-up of a new business

Working Capital

· Working capital is the available cash flow that you have on hand with your company

· It is taken as a way of measuring the financial health of your company

· Measured by subtracting your current liabilities (debt owed by you within a year) from your current assets (liquid assets) 

Types of Capital

Liquid Capital

· Cash

· Stocks

· Bonds

· Accounts Receivable

Non-Liquid Capital

· Capital Goods

· Land

· Building

· Equipment

· Furniture

· Intellectual Property

· Ideas

· Talent

Sources of Capital

· Generating capital for an initial business may be difficult

· Listed below are ways in which you can generate capital for your business

Equity Financing
· Equity financing is a form of financing in which the investor receives some ownership in the venture in exchange for a financial contribution

· The Dragons are examples of equity financers

Venture Capitalists

· Private individuals or companies who are interested in investing in new ventures that will likely provide a high return on their investment

· Would like to see monthly financial statements and have a say in the managerial activities
Bank Loans
· Many different types of bank loans available

· Usually highest loan for any new business would be $250,000

· Remember that if you take out a bank loan, you will have to pay interest on the loan

· Check current interest rates prior to committing to a loan

Personal Savings

· What cash you may have on hand

· Savings Bonds

· Money people owe you

· RRSP 

· RESP

Family Loans

· Usually can come without interest

· They also usually do not need a share of the company

Partnership

· Person may have more money then you

· Remember that partnership does not have to be 50/50

· Depends usually on investment of each person

IMPORTANT POINT
· Remember that this project is intended to be realistic

· Make sure that you are supporting where you came up with your facts, figures, and information

Your Business Plan Activity

· Begin your Financial Plan section by answering the following questions about your capital. Begin a new document titled ‘Financial Plan.doc’.
1. Where is your start-up money going to come from? What is the source of capital? (You can have more than one source and use a combination of sources)

2. What is your plan to obtain the money? For example, plans to meet with a bank (be specific in what bank), plans to present to investors or venture capitalists, etc.

3. Be specific in the amounts, share of company you may have to give up and/or interest rate.

