
COMMERCIAL LENDERS ASSESS APPLICANT STRATEGY 
AND FIND WAYS TO MAKE NEW LOANS.
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Robert and Audery Hart were looking for financing to help 
purchase the Chanticleer Inn on Lookout Mountain. The small 
bed and breakfast was a perfect fit for the couple. It allowed 
them to work together and be around to raise their family.  
Gas prices were back down, too, and people were taking road 
trips again. The Harts had been through the process before when 
they financed a health club a few years earlier, but still were 
nervous going through the process this time.

“We were amazed at how quickly and easily things came 
together,” Robert Hart says, after financing with Cornerstone 
Community Bank. “Everyone is concerned about the economy. 
However, with interest rates...this was the best time for us to buy 
another small business.”

Building consumer confidence in troubled economic times 
can be difficult. Some of that apprehension can be put at ease, 
however, according to bank officials.

“Many seem quite surprised when they realize that as  
bankers, we will work hard to find ways to make a new loan 
versus trying to find reasons to turn it down,” says Craig 

Holley, chairman, president and CEO of CapitalMark Bank and 
Trust. “We want to give them access to the dollars they need 
to run a successful business; when this occurs it helps the 
business thrive, provides profits for the banks and ensures the 
community prospers.”

The routine is a bit different than not long ago when small 
business borrowers could walk into some of the larger financial 
institutions, fill out a one-page application and get as much as 
$100,000 in 24 hours. Many of these loans were made without 
assessing the company’s strategy or finances, relying solely on the 
personal credit scores of the borrower. Most banks have reverted 
to more traditional underwriting practices. The availability of 
credit doesn’t come without significant commitments and 
requirements on the part of the small business owner.

Adequate preparation is the best way to ensure success when 
applying for a loan, experts say. When making a decision, lenders 
will primarily look at credit history, business plan, education 
and experience operating the kind of business you want to get a 
loan for, as well as the feasibility of the business.

N TIMES OF ECONOMIC CRISIS, IT’S NATURAL FOR 
CONSUMERS TO PULL BACK ON THEIR SPENDING HABITS. 
Business owners too, tighten belts and push back expansion projects.
However, according to area bankers, current record-low interest 
rates can translate into an advantage for business owners looking 
to reinvest—or for prospective businesses to get up and running.
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“Bring prepared is very important in applying for a 
business loan,” says Sam Jones, city president for FirstBank  
in Chattanooga.

To help prepare for the process, bankers recommend getting 
financial records in order before applying for a loan. These include 
balance sheets, income statements and the debt-to-equity ratio, 
which is the amount of money you owe compared to the amount 
of money you have invested in the business. The more equity you 
have the more likely to be approved for financing.

Additional financial items that may be needed include:

records, tax returns, debt/liabilities and credit score.

candidate will excel at making the business profitable.
It is also important for the borrowers to prepare projections 

for the upcoming year of what they expect to achieve in sales  
and expenses. 

“This will help the bank work with them to see what their 
borrowing needs may be for the upcoming year,” Jones adds.

If the borrower doesn’t have a business plan, one will need 
to be written. The plan is a detailed analysis of all aspects of the 
company and its goals. It will show potential lenders how the 
company will make money, thus assuring them the ability to 
repay the loan. The plan should include the following: business 
history (if an existing business); future expectations of the owners; 
management and owners resumes; and some type of competitive 
market analysis.

“It doesn’t have to be elegant or flashy,” says Greg Jones,  
CEO of Cornerstone Community Bank. “It has to have just enough 
to tell the story of the business—what it does, where it does it, 
how it does it, who does it, its origin and development, and its 
plan for the future.”

“It [the plan] doesn’t have to be elegant or flashy, 
it has to have just enough to tell the story of the 
business —what it does, where it does it, how it 
does it, who does it, its origin and development, 

and its plan for the future.”—Greg Jones
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There are two basic types of small 
business loans to choose from—short-term, 
which usually matures within a year, and 
long-term, which has a maturity of much 
longer than a year. The short-term type is 
usually used for working capital, accounts 
receivable and lines of credit. Long-term 
loans are used for major business expenses 
such as purchasing equipment, real estate, 
facilities and more. 

A commercial line of credit can also 
be considered, which is designed to give a 
business the short-term fund to help it stay 
cash-flow positive. Getting a commercial 
line of credit has many of the same rules 
as getting a loan.

Regardless of the type of small business 
loan, local banks are ready to lend money 
to potential borrowers. The Chattanooga 
area has been fortunate in the current 
economic climate, experts say.

“Chattanooga doesn't seem to 
experience the real highs or real lows. It 
remains somewhat steady.

While Chattanooga hasn’t been 
completely immune to the ills of the current 
economy, the area has fared better than 
most markets around the country and in 
the South. Unlike Detroit and other cities 
with ties to one industry, Chattanooga’s 
economic base is much more diversified 
and stable, allowing banks to absorb the 
economic downturn.
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There are several local organizations 
available to assist in the development of 
the plan, including the Small Business 
Development Center, the Service Corps.  
of Retired Executives (SCORE), and 
numerous accountants.

“It’s always a good idea to seek 
counsel from these experts before 
initiating formal communication with 
the financial institutions,” Jones says. 

“A loan relationship is a partnership 
between the bank and the business.  
It requires responsibility on both parts. 
If expectations and obligations on both 
sides are met, that partnership is virtually 
guaranteed to succeed.”

It is also important for the borrower 
to look for the right lender. There are a 
myriad of lenders who can finance the 
venture. By doing the homework to look 

for low rates and the services needed, 
it will help make the process easier.  
The Small Business Administration 
(sba.gov) is a good resource for loan 
information. In addition, the borrower 
may be eligible for the SBA guaranteed 
lending program, which helps lenders 
make long-term loans to small firms.  
The lender selected is a personal choice 
based on the needs of the business.

Craig Holly, CEO of CapitalMark Bank & 
Trust works to find ways for businesses to 
access the funds they need for success.

“I'm bullish on 
Chattanooga 

and believe we 
will be among 

the first to 
emerge from 

this downturn.”
—Sam Jones
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“A city like Chattanooga generally doesn’t have 
‘boom times,’ but doesn’t suffer the share of declines 
as markets that have had such dramatic growth in the 
last ten years,” Jones says. “I’m bullish on Chattanooga 
and believe we will be among the first to emerge from 
this downturn.”

In the meantime, borrowers can expect banks to 
continue approving loans to qualified borrowers who 
are prepared.

“It is so very important that all of our banks 
continue to play the crucial role of understanding 
and meeting the credit needs of the communities we 
serve,” Holley says. “The banks play a critical role in 
fueling economic growth and job creation.”

FirstBank City President Sam Jones.


