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Disclaimer:

The information presented in this document is intended as a guide only, and while thought to be 
accurate, is provided strictly “as is” and without warranty of any kind. Business Link, its employees, 
its directors and members, its agents or contractors will not be liable to you for any damages, direct 
or indirect, or lost profi ts arising out of your use of information provided within this document, or 
information provided within Business Link’s websites. 

This material may be used, reproduced, stored, or transmitted for non-commercial purposes; however, 
Business Link’s copyright is to be acknowledged. You may not use, reproduce, store or transmit this 
material for commercial purposes without prior written consent from Business Link. 

Foreword 

Business Link is Alberta’s entrepreneurial hub. We are a non-profi t organization that helps Alberta 
entrepreneurs start their own businesses. We provide one-on-one support and guidance, market 
research, access to experts, training, networking opportunities and specialized support for entrepreneurs. 

This publication is part of a series of informative guides designed for immigrant entrepreneurs across 
Alberta. To fi nd out more about Business Link’s Services and to request copies of our guides, visit our 
website www.businesslink.ca or contact us via email at askus@businesslink.ca or by phone at
780-422-7722 or call toll free 1-800-272-9675.

© 2019 Business Link
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CHAPTER ONE: INTRODUCTIONS
Understanding Financing in Alberta is designed for immigrant entrepreneurs who are preparing to 
request fi nancial support for their new or growing business. Whether you have not quite started your 
business, or are established and getting ready to go, this is important information.

In this section, you will review the learning objectives and set your own intentions for completing the 
work.

Get Ready

Immigrant entrepreneurs come from all ethnic groups, races, religions and economic situations. Since 
2001 in Canada, the percentage of immigrant and visible minority entrepreneurs has been increasing 
1.5 times the rate of entrepreneurs from the general population. When the economy is slow, more 
immigrants start a business because it is diffi  cult to fi nd jobs. Since Canadian laws encourage small 
and medium business in Canada, many immigrants are entering the economy by starting their own 
businesses. 

In a business, one of the biggest barriers is getting money to fi nance the business operation. It can be 
confusing to immigrant entrepreneurs to fi gure out how to get startup funds, keep cash fl ow, and make 
decisions about getting credit. This workbook will help you understand the basics to business fi nancing 
in Alberta, while you prepare plans for the upcoming year, plus make 3 and 5 year projections to help you 
support your requests as you lead a successful business. 

Before you complete this workbook, you’ll need to create a business and marketing plan, and have a 
good understanding of fi nancial terms. Our Business Planning Workbook will help you do that. Have your 
completed workbook with you while you complete the work here. 

Some of the words and terms in this workbook will be new, and some may seem diffi  cult. You will use 
many of the new terms when meeting with people about your business, including banks and fi nancial 
institutions, bookkeepers, accountants, and business consultants. 

What You Can Learn

By fi nishing this workbook, you can learn to:

• Talk and write about all the fi nancial elements of your validated a business idea

• Research and prepare materials for presentation to banks and investors

• Speak and write about your business and marketing plans as well as your fi nancial situation so you  
 can ask for money from banks and investors, apply for grants, or fund yourself

If you have personal reasons for using this workbook that are not listed above, write them here: 
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CHAPTER TWO: PREPARING FINANCIAL STATEMENTS FOR 
BANKERS 
Your business is the only thing you need to be thinking about right now. This session will help remind you 
what your numbers are, what the diff erent fi nancial statements you need for fi nancing are, and how
to talk numbers to the bank. 

In this session, it helps to have your fi nancial statements including an income statement, balance sheet, 
and cash fl ow statement ready this section. 

Break Even

This helps you to understand how long it will take to pay off  debt or loans, and at what point in time your 
business becomes profi table. This is an important part of your presentation, because it shows the bank 
that you know what the risks are, and how long it will really take before your company is profi table. 

At the beginning of your business, it is expected that you will have plenty of expenses and little income. 
Operating at a loss is part of the reason you need to do some budget projections, and why every 
entrepreneur admits that success is a lot easier when they have savings in the bank. It is uncommon
to launch a business and immediately have predictable, sustained income. 

Let’s imagine things go as planned and you start selling and bringing in revenue. Eventually, the income 
line passes the expense line and you have profi t – hooray!

It is important to know this break even point because you need to fi gure out how to have money
to operate the company until that happens.  You also need to understand it so that you can determine 
how much money stays in the company to pay for future growth. You will have to present all these 
numbers to a bank or investors if you are applying for money. 

 You also must know this information if you are using your own money to fund the business, or you could 
run out. Pay careful attention to your cash fl ow statement to make sure that doesn’t happen.
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 Many businesses can take three to fi ve years before they break even with their start-up costs (i.e. before 
they make any money). Some businesses (like Facebook, for example) take much longer. You should 
know that banks and lenders typically want to see a positive net income within 1.5 to 2 years. 

Investors are looking for three things when looking at your business and marketing plan:

1. Is the growth over time realistic? What are your best, average, and worst case scenarios?

2. Do you have the team and plan to deliver on the business plan?

3. Is the plan and valuation (the money you say the business is worth) realistic?

Projected Income Based on Revenue

This section will help you understand how much money your business will make in the next 3 to 5 years. 
If you plan to ask for investment money or funding from the bank, they will want to know your projected 
income and often ask for it in 1, 3, and 5 year projections. 

A projection allows you to assess whether your business plan is going to be profi table; forces you
to solidify plans and determine costs; allows you to compare your projection to competitors; and, 
provides information to potential lenders and investors. 

To project (forecast) demand for the unit of sale in the next 1, 3, and 5 years, you’ll need to:

• Assess market research regarding demand and growth opportunities in the market

• Compare your company to similar companies in the industry

• Look back to previous years’ results if the business has been in business for a while

To determine the sale price per unit, you’ll also need to assess market research regarding price ranges 
and fl exibility. Consider your marketing plans to determine how to price yourself compared
to competition. For example, if you are branding your business as high-end, your price point will likely
be higher than if you are building a business model based on low prices.

You need to make sure you have made decisions about pricing before you approach your bank
or investors, and can explain how you came up with your pricing so that they understand how you 
calculated your numbers. The revenue you can generate will be infl uenced by many things outside your 
control, including: duty and tariff s on products you import, access to resources when you need them, 
customer demand, customer returns, and access to labour.

To fi nd out the average profi t margin in your industry, and help with your projections, look for the 
Government of Canada’s Financial Performance Data at this webpage:
https://www.ic.gc.ca/eic/site/pp-pp.nsf/eng/home. Click on the button that says create a report, or see 
some popular ones at the tab
in the middle of the page.

What is the average profi t margin for your industry, according to the report?



Does the profi t margin listed in the report seem reasonable with your calculations and expectations?



If the profi t margin does not seem accurate in your experience, what diff erences do you notice?



NOTE: If your fi gures do not match the industry average, please discuss the matter with your business 
advisor and see if your estimates and calculations need adjusting.
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For example, if your product costs $15.00 to produce, and your industry has a 40% profi t margin, you 
should be able to sell your product for $25. However, if you can produce it for a lower cost, you can pass 
the savings on to customers and might sell more than others in the industry. Or, you can still sell if for 
$25 and improve your profi t margin, if the customers will still buy the product at the higher price.

Remember to include any volume discounts or free off ers in your cost to produce, otherwise your 
projections will not be realistic, and your calculations will not be correct.

Projected Expenses Based on Cost of Goods Sold

The next step is developing a projected income statement based on cost of goods sold (COGS).

First, determine what your variable costs per unit of sale will be:

• Ensure you have a complete understanding of all the inputs that are required for your product

• Consider market conditions

• i.e., if one of your variable costs is oil, your projected costs should consider expected market 
 prices for oil in the next 12 months

• Lock in prices with suppliers, if possible

• Signing a contract with a supplier helps to fi x your projected costs

• Ask suppliers for price lists and compare to determine the lowest price available

• Consider volume purchase discounts that may be available

Next, calculate expected cost of goods sold

• Projected unit of sales x variable cost per unit

Then, assess your fi xed general and administrative costs

• Write a list of all the general and administrative costs you expect to pay

• Common expenses include: wages (Remember to check labour laws regarding minimum  
 wage, hours or work, benefi ts, etc.); insurance (including WCB, liability, buildings,
 vehicles, etc.); professional fees (lawyer and accountant); bookkeeper; rent; utilities; repairs  
 and maintenance for buildings and equipment; interest and bank charges; advertising and   
 promotion; vehicle costs; telephone; offi  ce supplies; and, bad debts.

Lessons from Funders

We interviewed Hussam Tungekar, Business Development Manager with Futurpreneur Canada who has 
some great strategies for immigrant entrepreneurs with a thin fi le (meaning a short history in Canada, 
and not a lot of credit information). Futurpreneur Canada provides mentorship, startup, and networking 
support to entrepreneurs aged 18 – 39.

What is the biggest piece of advice you would like to give to new Immigrants for them to prepare for 
business financing discussions?

Understand and manage your credit score! It’s the biggest area of weakness so knowing how to build 
your credit early will go a long way in accessing capital for a business. Also, don’t get your credit pulled 
excessively when trying to search for credit products. Maximum of 3 pulls per year, after which one’s 
credit score will start to decline after each consecutive pull.

How much money do you like to see new Immigrants save towards their business startup costs?

In our case, in order to access the full $45K, the entrepreneur would need to show $3K-$4K in personal 
investment. This could be in the form of equipment as well.
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What are ways that you work with new immigrants to build their credit score and increase the amount 
of capital you are able to lend?

We provide advice on building a credit score, but there are minimal hands on support, unfortunately.
We usually point people to online resources.

What are numbers are most important for accessing company performance?

In general, we look at the ability for the business concept to generate enough revenue for the 
entrepreneur to pay themselves, and to pay back the debt.

How much time do you expect entrepreneurs to start making a positive net income?

Ideally within the fi rst 1 to 1.5 years

What are some ways to maintain a positive relationship with your bank?

Keep your lender in the loop once you have acquired a loan. If payments are diffi  cult, let the lender 
know beforehand so that the loan can be restructured, or other arrangements can be made. If you miss 
payments without informing the lender of your circumstances, your credit will decline, or hefty fees can 
be added to the loan.

For more information on Futurpreneur Canada, visit futurpreneur.ca.

Financial Statements

Let’s review the three main fi nancial statements and how they relate to each other. A fi nancial statement 
is a summary that bankers and investors use to understand the fi nancial situation your business is in.

Income statement

This is a summary of the income and expenses of a business during a certain period: monthly, quarterly, 
or annually.

The income statement can also be called a profi t and loss statement or operating statement. If the 
company has more income than expenses for a certain period it has net income (a profi t). If the expenses 
exceed income, the company has a net loss.

An income statement shows what is happening over a period of time. Revenue is always listed fi rst, 
followed by costs and taxes. This statement includes COGS (cost of goods sold) because this shows 
costs directly related to making the sale. For example, we could not sell our hemp rope if we had not 
bought the raw materials to make it. You will also include general and administrative costs associated 
with running a business that are not directly tied to items sold.

Taxes are always shown last, and separately, because we cannot control them. First, determine the tax 
rate applicable to your business (consider both provincial and federal rates). Also, consider if you are 
earning your income personally or through a corporation, because there are tax implications to both.
For more information see the Taxes GST/HST website at
https://canadabusiness.ca/government/taxes-gst-hst/. 

Be sure to factor in your provincial tax rates as well. There are diff erent tax rates for corporate and small 
businesses. You can fi nd them on the About Tax Levy Rates page on this Government of Alberta website 
https://www.alberta.ca/about-tax-levy-rates-prescribed-interest-rates.aspx. 

When you multiply your expected income by the tax rate, you calculate expected taxes. 

After accounting for all income and expenses, we are left with a net income or loss:

• If revenue exceeds expenses, we have a net income

• If expenses exceed revenue, we have a net loss
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This exercise is very straightforward, and can be done on your own for a simple business. However, we 
do recommend that you consult with an accou ntant, since they will know plenty of small details in the 
tax system. They will also be able to explain expected changes coming to your taxes, and recommend 
diff erent ways for you (as the owner) to be paid to maximize your money (including dividends, minimum 
salary, repayment of startup costs, and deferred salary). 

When you are creating forecasts for your business, you will need to create these statements looking 
ahead at a three and fi ve year period. Doing so helps the banks and lenders to understand how solid 
your business plan is. When you are forecasting for three and fi ve years, you will need the help
of a bookkeeper or accountant, plus you’ll need to consider what’s coming up in the local economy. 
Does the economy appear strong? Is there talk of an economic slowdown or recession? Are certain 
industries that infl uence yours, or your own industry, expected to see strong growth, an easy time fi nding 
employees, and so on.

Balance Sheet

The purpose of a balance sheet is to show what a company owns and owes as of a specifi c date. Income 
statements are prepared “for the period ending” and balance sheets are prepared “as at” a certain date.

 The balance sheet summarizes what the business owns and compares it to what the business owes.
It does so in a standard format to make it easy to see what kind of fi nancial shape the business is in.
If a business has more assets than liabilities, that’s a good sign. However, if a company has more liabilities 
than assets, it might be a sign of trouble.

A balance sheet tells us only what exists at the balance sheet date. The balance sheet can look diff erent 
day-by-day because it changes based on cash paid out, money received, etc.

Cash Flow Statement

This shows the fl ow of cash for an accounting period. This will help you understand if you have money
to pay suppliers, yourself, and employees. 

A cash fl ow statement is like the income statement and shows what happened over a period of time. 
It captures the changes in the balance sheet throughout the year, as well as the income statement 
transactions. This statement organizes all the fi nancial events that happened during the year to help
us understand how they changed our bank account.

The cash fl ow statement is broken into three categories: operating, fi nancing, and investing.

Operating

this is cash fl ow resulting directly from the operations of your business; think of it as money coming 
in and going out. Examples include sales to customers, amounts paid to suppliers for materials, and 
wages paid to employees.

Financing

this is cash coming from the way your business is fi nanced. For example, a decision to take on debt
is a way of fi nancing your business, and so the proceeds of debt, and eventual repayment, are 
fi nancing cash fl ow. If the owner invests personal money into the business, this would also be
a fi nancing cash fl ow.

Investing

cash fl ow resulting from investing in assets used to generate sales, such as the purchase of assembly 
line equipment used for production (capital assets), which is an investment in the underlying assets 
that run your business
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Ratios

Ratios are numbers that are very important to the bank or fi nancial institution that wants to help you. 
Banks and investors need to understand your assets and liabilities to explain the fi nancial health of the 
company, and to determine if you have the ability to pay back your debt. There are three ratios that are 
commonly discussed during fi nancial meetings.

Debt-to-Equity Ratio helps determine if you have the ability to meet your costs. A high debt-to-equity 
ratio says that you may not be able to sell enough of your products or services to pay off  your debt.
But you need to be careful, because a low ratio can indicate that you are not taking advantage of 
fi nancial leveraging. These are good topics to discuss with your accountant, bank, and/or business 
consultant.

If you have a mortgage on your home, you are probably already familiar with the debt to equity ratio. 
If your personal debt is too high, the bank may not off er you a mortgage. If you have no personal debt 
at all and have not established a credit rating, the bank has trouble seeing how you manage money and 
deciding if you are a worthwhile risk. 

The formula for Debt to Equity Ratio = Total Liabilities/Total Shareholder Equity. For example, if your 
balance sheet shows that total liabilities are $40, 700 and there is shareholder equity of $34,100, the 
debt-to-equity ratio is calculated as $40,700/34,100 for a debt ratio of 1.19.

Calculate the debt to equity ratio for your business, and write it here:



Debt service coverage ratio (DSCR) is the ratio of cash available to debt servicing for interest, principal, 
and lease payments. To calculate the DSCR, divide the net operating income by the annual debt. 

To calculate the DSCR, simply divide the net operating income (NOI) by the annual debt. For example,
if the net operating income is $120,000 per year and total debt is $100,000 per year, the ratio is 
calculated as $120,000/100,000 = 1.20, meaning that the net operating income will cover the debt 1.2 
times provided that all numbers are accurate. This means there should be enough money to cover the 
debt. A ratio of less than 1.0 means there is not enough income to cover the debt.

Calculate the debt service coverage ratio for your business, and write it here:



Current Ratio or Working Capital Ratio helps the lender to determine if the company has enough
short-term assets to cover short-term debt. A good working capital ratio is considered anything between 
1.2 and 2.0, though it depends on many factors.

To calculate the current ratio, divide current assets by current liabilities. If the company’s current assets 
are $50,000 and the liabilities are $24,000, then the current or working capital ratio
is 50,000/24,000 = 2.08.

Calculate the current ratio, and write it here:
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CHAPTER THREE: HOW MUCH MONEY DO YOU NEED?
It’s time to take a close look and do some more calculations. The clearer you are on the numbers, the 
easier it will be to present those fi gures to a lender and to speak clearly about your business, and
to present things in a winning way. 

In this session, you’ll complete some calculations and do some simple research to clarify what it is you 
need for your business. 

Financing Options

Your next step can be to decide if you have enough money to fi nance your business, or if you need 
to borrow. When borrowing, an important distinction is to make decisions about using equity or debt 
fi nancing. 

Equity Financing

This is money put into the business from you, partners, or other investors. It can include money from:

• Personal savings or other assets

• Family and/or friends

• Community and/or associations

• Venture capital 

• Investment through a partnership or other businesses

Be aware of the risk. You may have noticed that most lenders expect you to have put some equity into 
your business. Business equity at startup often comes from the personal savings or other assets, and 
you must carefully manage the risk with this. If you use personal savings, or a second mortgage on your 
home, or sell existing property, for equity fi nancing, you must not put your home, the ability to pay 
personal commitments including food at risk while you wait for the business to break even. 

Debt Financing

This is money your business borrows.

• Write a comprehensive business plan. It will help you get clear on exactly what you intend to do, and 
 explain it to your lender as you justify your startup costs, or expansion plan.

• Understand your fi nancial statements so that you can speak to lenders about the money, and so you 
 know the statements are accurate. We recommend that you involve a bookkeeper or your accountant  
 as you learn your statements. 

• Choose a lender. Some of the options are: banks, credit unions, government programs, private  
 investment companies, home equity loan, life insurance, retirement plan, grant/subsidy, line of credit, 
 and credit card.

Some Options are Better than Others

There is a wide range of options that are regularly used by new entrepreneurs, and there is a risk with 
each of them. Remember that many marriages and friendships have been ruined by informal fi nancial 
business arrangements. Personal loss of income from a bad investment can be devastating. Make sure 
you think carefully about whether the risk is greater than your likelihood to succeed before you use 
any of these ideas. The best way to avoid problems in advance can be to use 2-3 diff erent fi nancing 
strategies, but remember that everyone needs to be paid at the time you agree to pay them.
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Seek the advice of a business advisor before making your decisions. Business Link off ers many seminars 
and guides to help you with fi nancing your business. 

A Few Words About Your Credit Rating 

Banks and other fi nancial institutions check customer credit ratings before providing credit. You can also 
ask for a free credit report and they also have paid versions depending on how much detail you want 
before you approach a lender. Equifax (https://www.consumer.equifax.ca) and TransUnion
(https://www.transunion.ca) are the usual providers of these reports. You will require proper 
identifi cation information to access your credit report, so read the information on their website carefully 
before you start. You can also request the reports by telephone or email by following the directions on 
their websites.

In Canada, credit scores range from 300 up to 900 points, with 900 being the best score possible.
If your number is 650 or above, many lenders will consider a standard type of loan (provided you meet 
all the other criteria). A score below 650 will make it more diffi  cult to receive credit.

NOTE: your credit score can be lowered if you ask for credit checks too often! Make sure you only check 
for the offi  cial score when you need to. Your bank or another lender may be able to provide you with
a “soft check” from time to time that provides you with an update on your numbers, but does not impact 
your rating. Make sure you know what you are getting. 

Get to Know Your Lender for Debt or Equity Financing

If you are new to Canada, or you’re an immigrant who has never had to ask a bank or lender for money, 
here are some helpful tips. Keep in mind that bankers and fi nancers don’t often know their customers 
very well at fi rst. You need to establish a relationship with a funder so that you know they are interested 
in you, your business, and your success. 

Lenders look at the following criteria understand if you qualify for funding: credit score, your education, 
your work experience, how much money you want to borrow, how much money you are investing in the 
business personally, your business plan, how long it will take you to pay the money back, the personal 
assets you own, what you are using the money for, how long you have been running the business,
a personal guarantee (usually through collateral), and the type of business (low or high risk).

Plan to talk with professional including accountants, lawyers, fi nancial advisors, and/or business 
consultants before you enter into any fi nancial agreement. Make sure you understand all the elements
of your fi nancial agreements before you sign them. 

In order to develop a good bank relationship, you can:

• Start building your relationship before you plan to ask for money. When you fi rst open your business  
 bank account, you will probably be assigned a business advisor. Maintain a relationship with them by  
 keeping them updated on the business and what you are doing. 

• Use the in-person banking services so that you go into the bank itself and get to know the staff . 

• To make the best impression, have your paperwork organized and make sure it is well presented.   
 Make sure your statements are neatly prepared, and don’t off er a bunch of receipts loosely stuff ed in
 a shoebox. If you are not organized, you are not showcasing your business or your management skills. 

• If you don’t have a lot of fi nancial success to share, make sure you can demonstrate the improvements  
 you have made.

• Lenders are not fast. Don’t wait until the last minute to apply for funding, as it may take several weeks  
 to get your answers. Also, lenders often have a lot of staff  so you should not expect to deal with the  
 same person each time you go to them. You may need to be patient and to explain yourself over and  
 over. Your lender needs customers, and they can be more fl exible than you think if you are a customer  
 they appreciate and want to help. 
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• Be on time with all documents, payments, and meetings

• Adjust the loan level as the loan requirements change

• Make realistic repayment commitments

• Be prepared to provide security or a guarantor for a loan

• Know the risks associated with the methods you want to use to fi nance your business. Speak with  
 your banker and advisors about them. 

The Loan or Financing Meeting

Always be prepared to explain your business. This list includes what most banks and fi nancial institutions 
will ask you to provide. 

• A clear explanation of what you want, that can be explained in a few sentences.

• A copy of your business and marketing plan that shows the projections for the next 1, 3 and 5 years.

• Financial statements and ratios, all up to date.

• Your accountant’s phone number and email handy in case the bank needs to contact them.

• Records of payment for employee wages and the necessary employer contributions to their benefi ts.

• Accounting fi les, including copies of up to date bank statements, copies of fi led annual return(s)
 (the tax return for the business), copies of credit card statements, and proof of business insurance.

• Proof that personal taxes, business taxes, and GST/HST have been paid, and if not, statements to  
 show how much is owing.

• Any additional information that your bank is asking for.

As your business evolves and needs change you will fi nd that your costs will be greater, your investments 
higher, and your possible returns better. Here is a list of some of the fi nancial services available to small 
and medium business in Alberta. There are others available that you will fi nd in your research. You will 
have to decide which ones are right for you and your business. Since some of them off er workshops 
and information sessions about fi nancing for small business, you can take the opportunity to learn more 
about them and see who you want to work with.

Borrow only what is necessary
and when necessary.
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If you are thinking about fi nancing, check the options below and write in an (N) for something you might 
use now, (1) in one year, (3) for three years, or (5) for fi ve years. 

Lenders (Banks) Lenders Leasing

RBC for Small Business

$1,000-$5+million

Overdraft protection

Business operating line of credit

VISA for small business

Asset-based fi nancing

Canada small business loan

ATB Financial

Alberta-based businesses

Wide range of fi nancial services 
including business MasterCard for 
up to $50,000

RBC Leasing

$50,000 and up

Business leaseline, Business lease 
services

BMO

$1,000-$50,000

Operating line of credit for more 
than $50,000

Business Development Bank of 
Canada (BDC)

Up to $100,000 for start up 
business, long term capital, ability 
to purchase a franchise

GE Capital Canada Equipment 
Financing

$25,000-$5+million

Industry, agriculture, and whole 
sale/retail equipment fi nancing

CIBC Bank

$1,000-$5+million

Many small business program 
fi nancing options available

AWE (Alberta Women 
Entrepreneurs)

Loans of $30,000-$150,000 and 
will partner with other lenders if 
more is needed.

HSCB Canada Leasing

$250,00-$5+million

Custom-tailor lease

National Bank of Canada

No restrictions, many business 
program fi nancing options available

Futurpreneur

Financing collateral-free loans for 
18-39 year old’s, up to $15,000 plus 
up to $30,000 from BDC

Scotia Bank

$1,000-$5+million

Many small business program 
fi nancing options available

TD Canada Trust

$1,000-$500,000

No restrictions, many business
program fi nancing options available
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More Financing Options 

There are many ways to fi nance your business. Some of these are easier and require less paperwork. 
Some require lots of paperwork. Some are less risky and some have more risk. When you consider the 
options, remember that any option could lead to things going wrong personally and not just with your 
business. 

Easy access and informal 
credit

Would this 
work for me? 

Amount of 
money I could 

access.
Risk to me personally; what 

could go wrong?

Personal savings

Family

Friends

Credit card(s)

Line of credit

2nd mortgage on home

Sell existing property and use 
proceeds to fi nance the business

Start very small and build up 
a savings account to build the 
business

Use current salary to fi nance the 
new business

Get community members to 
invest in my idea, and pay them 
back by a mutually agreed upon 
date

There are even more options for fi nancing your business. Read the following descriptions, and consider
if they might work for your business at some point now, or in the future.

Angel investor

an informal investor who becomes an invisible partner for decision making. They are typically
well-educated, wealthy, and have experience investing. You might meet an angel through your own 
informal and community networks or through a pitch fest, and they generally invest at the startup 
stage of a business. Many angel investors are current or former entrepreneurs who enjoy investing, 
sometimes doing so before the business idea has been launched. These investments are typically 
smaller (under $1 million) than venture capital investments, and are considered high risk to the investor 
since the revenue stream has not been proven yet. Equity in the company may be part of an angel 
investment.



19

Venture capital

these companies provide start up and growth capital by using pooled funds from individuals, 
corporations, pension funds, and foundations. If your business has high equipment costs, technology, 
and the business idea is sound, you may qualify for venture capital. Venture capitalists take a very 
close look at any investments they make, since the pool of investors they represent must be assured 
of making good investments. Equity in the company is a common part of a venture capital investment. 
They are typically active members of the board for the investment group or fi rm they represent.

Barter

you can exchange products or services of equal value with other businesses so that both of you do not 
have to fi nd the cash to get what you need.

Customer

get your customers to join a preferred customer club so that they come in more regularly, receive 
advance information on deals and events, and are treated to exclusive deals. The customer pays
a small fee but if many customers join the club, this improves your revenue. Customers may also 
become investors or angels. Warning—don’t spend all your customer’s money, since they are paying 
for future services and may need or want to stop at some point.

Supply chain

make a mutually agreeable deal with your suppliers to either pay at times that are more convenient 
to you or to mutually invest in something you both (or all) need. An example is a group of retailers all 
advertising together, arranging to ship products with the same supplier for a discount or using joint 
leased storage space. Usually supply chain agreements help to save money or stabilize your cash
out-fl ow, but a supply chain agreement may also include a larger credit arrangement.

Employees

if you treat your employees well, they are more likely to be loyal. Employee loyalty means they could 
purchase your products or services or would recommend your business to their network, family, 
friends and community. This is especially helpful in communities where word of mouth spreads quickly 
and people have good things to say about your business, but remember this works both ways.

Public stock

investing in stocks and bonds and using the returns for your business is another way growing 
businesses expand their credit.
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Startup Costs

Do you know how much money it normally costs to start a business in Alberta in your industry? This 
could be very diff erent to starting a business in your home country. You will have to do plenty of research 
to make sure your cost estimates are accurate. 

You can use the following chart to estimate how much money you need to start or grow your business
(if you are in growth mode, just cross out the word startup below, and write in growth). Make sure you 
use well researched, industry recommended, local websites so you can get an accurate idea of all these 
costs. This chart continues onto the next page.

Sample Startup Items Estimated Cost

Register business name

Open business bank account

Obtain licenses and permits

Purchase a website domain

Set up a website

Set up an email system

Set up a customer relationship management system (CRM)

Arrange for a bookkeeper and accountant

Legal fees

Rent or lease of space (including deposits)

Set up utilities 

Set up phone

Computer, offi  ce equipment, offi  ce supplies

Market research

Renovations or site changes

Business advisor or consulting fees

Insurance

Furniture, fi xtures, equipment, supplies

Advertising, marketing costs in the fi rst 12 months

Business cards

Launch (soft launch and hard launch)

Wages/salary

Training

Travel

Opening inventory

Other:
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Lessons from Funders

We interviewed Sharon Connolly of Business Development Bank of Canada’s (BDC) Newcomer 
Entrepreneur Success Team.

How does your bank or organization support and work with new Immigrants?

BDC off ers a loan focused on newcomers. It provides fi nancing of up to $50,000 to immigrant 
entrepreneurs who have limited or no credit history in Canada. The loan takes into consideration previous 
entrepreneurial and other relevant experience in addition to the viability of the business plan when 
making the lending decision. We recognize that it takes more than money to be successful, so we also 
look for opportunities to engage entrepreneurs in mentorship programs. Also, BDC partners with local 
and regional organizations that are supporting entrepreneurs through the business planning process. 

What is the biggest piece of advice you would like to give to new Immigrants for them to prepare for 
business financing discussions?

We recommend that entrepreneurs have built their business plan and have a strong understanding of 
their business including the business model and fi nances.  When it’s shared with a banker, the business 
plan becomes a document for discussion that should answer various questions. 

In addition to the business plan, we encourage entrepreneurs to add a market study, articles to support 
their conclusions, biographies of team members, client testimonials, and any other information they think 
could be helpful.

How much money do you like to see new Immigrants save towards their business startup costs?

While it varies depending on the project and the size of the project entrepreneurs can qualify for the 
Newcomer Entrepreneur Loan with as little 10% of the project costs. We want to ensure that the project 
is well funded as insuffi  cient funding is detrimental to the success of the business. It is also benefi cial for 
the entrepreneur to be able to provide additional funding if they encounter unforeseen challenges.

What are ways that you work with new Immigrant to build their credit score and increase the amount 
of capital you are able to lend?

At the outset of our relationship we may start with a smaller loan amount to allow the company to 
establish a repayment history and build a track record with a fi nancial institution. We also encourage 
entrepreneurs to work with other fi nancial partners who are focused on helping newcomers obtaining 
the fi nancing they need to start or grow their businesses.

What are the top 3 financial numbers for assessing company performance? 

1. Profi tability overall and of individual products and services

2. Working capital, since they should also have a good understanding of their cash fl ow. Even if they  
 are profi table if they can’t collect receivables and pay creditors in a timely fashion the business   
 could be placed in jeopardy, and

3. Margins, because if you don’t know the net margin you should be paying for overhead, then you   
 may price your products wrong. And, if overhead costs are too high, you can decide to become   
 more effi  cient.

How much time do you expect entrepreneurs to start making a positive net income?

This will vary depending on the business.  Entrepreneurs should build both a cash fl ow forecast and an 
income statement forecast so their banker or other partners can understand when the company will 
achieve positive net income but also how it will maintain its obligations until this time.
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What are some ways to maintain a positive relationship with your bank after you’ve received the loan?

You need to keep your banker in the loop about the latest developments in your business. After all, your 
banker can be a great source of advice and contacts. They might suggest you get additional fi nancing, 
off er advice on your strategic planning, introduce you to key people in the industry or to professionals 
such as accountants and lawyers that could make a big diff erence in your business.

Invite your banker to visit your business at least once a year so they can meet your key people and 
understand your operations.

And make sure to submit your fi nancial information on time to show that you are transparent. 

This can go a long way to ensure you are approved the next time you have a project you want to fi nance.

If your banker says no to a request, fi nd out exactly why and don’t be discouraged. Do the work needed 
to improve your proposal and demonstrate what you have learned, your willingness to improve your 
presentation, and your attitude.

For more information about BDC, check out their website bdc.ca.
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APPENDIX A: HELPFUL WEBSITES 
Business Grants and Financing from Innovation Canada

Click on the tab called Government Financing Programs and you can complete a quick survey
to create a list of funding for Alberta businesses, including those specifi c for immigrants, youth, and 
many more.

https://www.canada.ca/en/services/business/grants.html

Canada Small Business Financing Program (CSBFP) 

This is a federal government lending program administrated by Industry Canada and managed
by traditional banks. This program fi nances up to $500,000 of fi xed assets. Clients must qualify with 
banks, but federal government covers up to 85% of losses for eligible clients. 

www.ic.gc.ca/eic/site/csbfp-pfpec.nsf/eng/Home 

Canada Business and Industry (National Website) 

This national Website enables small business owners to search for government grants, loans and 
fi nancing, permits and licenses per purpose of fi nancing, location (Province/Territory), demographic 
group, and industry. 

 www.canadabusiness.ca 

Business Grants and Financing

https://www.canada.ca/en/services/business/grants.html

Business Link 

Business Link is Alberta’s entrepreneurial hub. They are a nonprofi t organization that helps people 
navigate the steps toward starting their own businesses. They provide one-on-one support and 
guidance, market research, access to experts, training, networking opportunities, and specialized 
support for Indigenous entrepreneurs.

www.businesslink.ca 

Financing your business:

www.businesslink.ca/starting-a-business/fi nancing-your-business/
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APPENDIX B: TERMS, WORDS, AND EXPLANATIONS
This vocabulary list will be helpful as you work through this booklet. You’ll need to be familiar with the 
words here as you discuss your business with stakeholders, investors, and advisors. More important 
perhaps, you need to understand these terms as you consider the long term plans for your business and 
consider how to grow.

Accounts payable
money owned by a company to its creditors (i.e. your company may owe the utility company for 
electricity or gas; a landlord; and, equipment leasing company). 

Accounts receivable
money owed to a company by its debtors (i.e. the unpaid bills of your customers for goods they have 
ordered from you). 

Accrual basis
a method of recording accounting transactions for revenue when earned and expenses when they 
occur. A key advantage of the accrual basis is that it matches revenues with related expenses, so that 
the impact of a business transaction can be seen within a single reporting period.

Amortization/depreciation
the value of a capital asset that has been used up, for example, capital assets are meant to last over 
a set time period – say 5 years. Each year, we gain value from that asset in running our business and 
it also loses value as it ages and is used. We need to recognize this lost value as an expense to show 
the costs of doing business and get an accurate picture of the total costs we are incurring to earn our 
income.

Asset
a useful or valuable thing (i.e. a cash register, printer, or computer used by the business).

Budget
an estimate of income and expenses for a set time.

Business loan
money borrowed for business purposes that will be repaid with interest added.

Business plan
a document that sets out the objectives for the business and strategies for achieving them.

Budget
as estimate of income and expenses for a set time.

Business loan
money borrowed for business purposes that will be repaid with interest added.

Business plan
a document that sets out the objectives for the business and strategies for achieving them.

Capital
fi nancial assets such as equipment, manufacturing materials, and vehicles, including money held
in the bank. 

Cash flow projection/forecast
estimate of the timing and amounts of cash in and out over a specifi c period (usually one year).
A cash fl ow forecast shows how much a company needs to borrow, as well as when, and how it will
be paid back. 

Collateral
an asset or piece of property that is off ered to a lender as security for a loan. If the borrower does not 
pay back the loan, they will have to hand the collateral items over to the bank. For example, if your car 
is collateral for a loan and you do not pay back the loan, you will have to give the bank your car.
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Credit
money that is advanced to a person or a company for the business. Money can also be advanced
to you personally and you can use it for your business. 

Credit card
a card given to you under a contract with a bank or fi nance company. The card allows you to buy 
things without cash. Any purchase means you pay extra back; the extra money is called interest. You 
can pay the total amounts off  each month. If you do not pay the credit card off  completely, you must 
pay an interest rate that is usually between 19-27% on the amount you have not paid. Some credit 
cards charge per day of late payment and some charge per month, but either way you lose money if 
you do not pay back your credit card right away. Credit cards have a minimum payment each month 
that keeps your interest and penalties lower. Some small business owners use a credit card to start the 
business and pay only the minimum payment each month until they have enough cash fl ow from the 
business to pay more. Just remember that if you pay the minimum, you can still be required to pay 
interest on the entire amount.

Credit limit
the amount that a lender is willing to loan. If you look at a credit card statement or line of credit 
statement, it will list the credit limit or total amount of debt the lender will give you.

Credit score/history/credit rating
an estimate of a person or organization’s ability to pay fi nancial commitments, based on their previous record. 

Credit rating
every time you purchase something, you are helping to create your personal credit rating. When you 
pay your bills and loans on time, your credit rating (sometimes called a credit score) goes up; when 
you don’t pay on time or default on your payments, your credit rating goes down. If you do not have 
any credit cards or mortgages, it is hard to improve your credit rating. Banks look for a good credit 
rating to decide if they will give you credit products such as loans or lines of credit. Be careful with 
how often you or a funder searches for your credit rating, however. If you perform a “hard search” 
more than three times in one year, your credit rating can be reduced.

Crowdfunding
funding a project or starting a business by raising small amounts of money from a large number
or people, often by the internet. Examples of crowdfunding can be seen on sites like Kickstarter and 
GoFundMe.

Debit/credit/balance
debit is an amount taken out of an account, usually as payment for goods or services. Credit
is a deposit or payment for goods or services. Balance is the amount of money left in the bank when 
debits and credits are calculated.

Debt
money (or something in place of money) that is owed to a lender.

Deferred Payment
a payment that is put off  until later. For example, if you buy a car with monthly payments but
no money is payable for the fi rst three months, those payments are deferred (and typically added
on to the end of the loan period).

Dividend
a payment made by a company to its shareholders from the profi ts.

Electronic banking
arrangements to accept debit and credit payments using digital or electronic devices. Electronic 
banking can also refer to visiting a banking app or website and using that to pay your bills instead
of writing cheques or paying in person with cash.

Entrepreneur
a person who owns their own business.
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Equity
the amount of money that would be left if your business was sold off . Assets minus liabilities equals equity.

Expense
the cost of your business, including bills you pay, salaries, vendors, products, and other any money 
going out of your business to pay for something you need to run your business.

Financing
diff erent ways to get money to run your business.

Grant
money that is given to you by funders that you do not usually have to pay back. Grants are an 
investment in projects by government or organizations. To get the money, you have to convince the 
funders that you are trustworthy and that your idea is worthwhile. Then you have to convince funders 
that you will manage the money properly. If you do not manage it properly, you will be required to 
pay it back. Most people need help writing grant applications because the process is complex. If you 
apply for a grant, you may not get it. But once you have received one grant, you have proven you are 
capable of managing the money and it can be easier to get more grants.

Guarantor
a person or organization that guarantees something. In business fi nance if a borrower does not have 
collateral to off er, a guarantor is the person or organization that guarantees the repayment of the debt. 

Immigrant
someone who has legally settled in a country that is diff erent from where they were born or where 
they last lived.

Interest
a percentage charged on money you owe or have not paid back.

Interest rate & term
the interest rate is the amount of money charged by a lender. The term is the amount of time that the 
loan is being paid back. For example, a loan at 20 percent and 36 months means that the borrower pays 
back the amount of the loan plus 20 percent, divided equally over 36 payments of one per month.

Investment
something you put money into now that will bring you the same or more money later, either because
it makes you money or because you sell it. 

Line of credit (personal/business)
the amount of money you are allowed to borrow without having to apply for a new loan. Payments are 
made based on the amount borrowed so if you have a $20,000 credit limit on a line of credit, but you 
only borrow $500, you just pay interest plus the $500 to clear the debt. 

Loans
fi nancial institutions like banks and credit unions provide loans to businesses, but usually only after the 
business has become profi table. Many new business owners use credit from their personal homes to 
fi nance their business start up costs (this is a high risk form of fi nancing yourself). If you own a home, 
you may be able to get a line of credit for personal expenses. 

Loss/profit
a loss means that the expenses and liabilities of the business are so great that the company is not 
making money. Profi t is the money the company makes once the expenses are paid. 

Mortgage
a special kind of loan where the lender provides money and charges interest on a debt for property. 
The lender holds the title to the property until the debt and interest are fully paid. This is a common 
type of fi nancing for a home or business space. 

Overdraft
a negative amount in a bank account caused by withdrawing more money than is in the account. 



27

Owner’s equity
this is money the owner has put into the business, minus any month they’ve taken our to pay their own 
salary. Owner’s equity can also be viewed (along with liabilities) as a source of the business assets. 

Profit
after you have paid all your expenses and liabilities, the money that is left is profi t. 

Projection
looking ahead and estimating what may happen in the business. In business, projections are often 
done for 1 year, 3 year, and 5 year forecasting. 

Recession
a time when the economy is in decline and it is diffi  cult for people to fi nd or keep jobs, wages are 
lower, and people are not spending as much money. 

Return on investment
when you make an investment, what you get back from that investment is your return. Return on 
Investment is also called ROI. Some investments have high returns and some have low returns. Some 
investments bring you money now and some will bring money later. When you get something back 
from that investment, you are getting a return.

Revenue
all the money coming into your business because of a sale, contract, or other agreement. 

Risk
in the context of a business, risk can refer to how likely it is that you may lose part or all of the money 
or eff ort you invested. Investors consider how risky the business is before they invest. An owner must 
consider the risk of accepting a loan or investment from an investor.

Secured/unsecured loan
Secured loans are set up with a guarantor or collateral so the lender is assured they will be paid back. 
Unsecured loans have no guarantor or collateral. Credit cards and overdraft are often unsecured loans 
(though not always). 

Shares
in business, shares represent ownership in a business. Each share represents a small piece of the 
business profi ts that are payable to the shareholder. 

Short/long-term loan
the length of time a loan is negotiated for can infl uence the interest rates, and determine the need for 
a guarantor or collateral. Short term loans are normally paid back within a few months or a year.
A mortgage is a good example of a long term loan, which may be for a period of 35 years or more. 

Startup capital (or seed money)
the money that is required to start a new business, including items such as offi  ce space, permits, 
licenses, inventory, product development, manufacturing, marketing, and so on.

Statement
a printed record of a bank account balance (or a credit card, loan account, etc.) including the amounts 
paid into it and withdrawn from it.

Strategy
a plan to get to what you want. A business plan is an example of the strategy to grow your business. 

Withdraw
to take money out of an account, which is distinct from overdrawn where more money than was in the 
account has been taken out. 

Working capital
the money in a business that is used in day-to-day operations, calculated as the current assets minus current 
liabilities. It indicates whether a company has enough short-term assets to cover its short-term debt.
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