Laundry equipment financing made easier

Manufacturer-sponsored financing offers

knowledge, experience and ease

BY MATE PUE EOITUR

CHICAGO — T fecent vears,
laundry operations. in need of
new equipment or upgrades have
found it more difficult to obrain
financing, according to- some
industry experts,

That has left some owners and
memagers in a bind to replace out-
dated or broken machinery, or
Lo starl up a new |:||:1n|! ar an on-
premises undry (OPL).

And the owners and managers
have had to find new, creative

ways to finance capital purchases.
The method that has made

“THE .. EXSTENCE OF

TODAY'S MANUFAC TURER-
SPONSORED FIMANCE PRO-
GRAMS IS A RESULT OF AN

UNWILLINGNESS AMD LACK
OF UNDERSTANDING BY
COMMERCIAL BAMKS."
~KIRK STONE
U8 CAPITAL CORP.

ing solutions to help them get
the equipment they need to oper-
ate their businesses efficiently.
Very few banks will offer start-
up financing unless they secure
the loans with mortgages on other

equipment purchases - possible
when commercial banks wouldn't
provide financing? Manufacturer-
sponsored finance programs.
“The mere existence of today’s
manufacturer-sponsored finance
programs is the result of an unwill-
ingness and lack of understand-
ing by typical commercial banks
25 wears ago,” savs Kirk Stone,
vice president-vendor group, U5
Capital Corp. "Lenders like US,
Capital and our competitors know
the laundry business and spend the
majority of our time and resources
assisting owners and  prospective
owners with competitive financ-

unrelated properties, et¢.”

“Equipment companies have
developed relationships with third-
party finance companies,” adds
Keith Ware, vice president of sales
with Lavatec Laundry Technology.
“This allows laundries to deal with
lenders that understand the equip-
ment, its value and life cyde.”

Tina Gough, UniMac finance
brand manager for Alliance
Laundry Systems, says that for the
laundry industry, it’s difficult to
determine the value of the busi-
ness and how much that equip-
ment is worth,

“Manufacturers that special-
ize in the bundry industry, they
know how to analyze that market
and the value of the business, the
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equipment and all of that,” Gough says.
“They know how o lend agamst that piece
of collateral easier than a commerdal bank
does, or a financial institute or market does.”

“We understand the business and know
what questions to ask,” adds Stone. *Our
credit box tends to be a little wider than a
bank. For experienced operators, it is pos-
sible to borrow 100% of the equipment
order with very Emited financial informa-
tion required.”

Gough says that for the customer, a
lamdry owmer or manager, this knowledge
makes it easier during the financing process.

“|Costomers] don't have to jump through
as many hoops and processes with manufac-
turers of the equipment,” she says

Pamela Kuffel international sales man-
ager and consumer financing specialist with
Continental Girbau, adds that manufacturer-
sponsored financing is conventent because
financing, service, support and warmanty
are all provided under one umbrella. Plus,
she savs that manufacturers have extremely
competitive and flexible financing available,

“At Continental, we offer the full gamut
of services. Hnanong is one component
that makes the purchasing process more
searnless. We have the relationship with the
lender, distributor, and the costomer. We
can help bridge any gap between them,”
says Kuffel. “This helps with the sirength of
each deal ™

For new investors, Stone savs manufic-
turer-sponsored financing is the best solu-

“You don’t have to make an appointment
to go out and meet with a loan officer at an
ingtitution,” she sy “They can do it whee-
ever they are, It can all be done with the dick
of a button.”

With U5 Capital Corp., Stone says that
for an existing owner who has been in busi-
ness for a while, it is possible to borrow up
to HL00000 with just a simple credit appli-
cation and copy of three months of bank
statements. For new investors and start-up
laondry projects, he savs the company will
ask for more information than for simple
equipment-replacement orders.

“We are fortunate to work with a number
of high-gquality and reputable commercial
lanndry distrbutors,” says Stone. “They play
a big role in our new project review process
by providing everything from help with site
selection, lease negotiations, layout, analysis,
pro formas and a project summary write-up
that tells us about the competition, sur-
rounding businesses and photos of the proj-
ect to give us 2 feel for the location.™

How does a laundry owner or manager, or
someone looking to starta laun dry, go about
securing manufacturer-sponsored financ-
ing? The process is not difficalt.

“T would stare with a phone call o the
finamce department, as your background in
the industry helps determines the program
that best fits vour needs,” says Kuffel. “Then
freen there, the manufacturer can help you
put together a complete finance package,
which always starts with a credit app and
linancial package.”

Gough says the steps for her company
differ a little bit, dependent upon the dol-
lar amount of the transaction. If the loan
is under $100,000, then it is the one-page
application mentioned earlier. They run



tiom to helping them get into the business.
Manufacturers know how to evaluate new
projects by using tools such as demographic
reports, cash-flow projections based upon
the demographic information for the pro-
posed location as well as analysis of the com-
petition surrounding the location, he says.

“Your typical bank makes decisions on
exsting revenues of a business, which do not
exist with a start-up project,” Stone adds.

Kuffel says, “T would argue that the financ-
ing through the manufacturer helps build a
strong case for the financng, as we usually
have visited the site, customer, business; etc.”

Even the process itself is simpler when it
comes to financing through a manufacturer.
Gough says with Alliance, it's a simple one-
page application for a loan under $100,000.
If the applicant’s credit is above a centain
parameter, then they’re approved, she adds.

"When we get an - application, we are
able 1o process it and get an answer within
24 howrs,” says Gough, “[Banks] are not
famuliar with the industry or the business, so
it causes them to have to ook at and scruti-
nize the application more than what we do
because this is all we specialize in. This i all
wie do.”

Another difference Gough notes between
her company and banks is that everything
can be done by fax or e-mail

credit; and if the credit s acceptable, then
the customer is approved. She says Alliance
requires a signed sales proposal from the
distributor or the custome.

After that, the company sends out a one-
page approval with the terms and conditions
of the loan, the rates, the e, to whom it's
made pavable, to whose name the loan is
gomg to be in and who's going to be signing.

“Sometimes we'll send the loan docu-
ments out with that approval to streamline
it," says Gough. “The customer will sign
evervthing, send back the onginak and once
we get everything, the distributor will install
the equipment at the location,”

Omnee the equipment 15 mstalled, Gough
says Alliance ¢alls the customer to make
sure all is good 1o go, then funds the loan.
At that point, the customer begins to pay on
the loan.

Gough says that if the transaction is over
100,000, then the company will need some
additional information from them.

“We require [a] personal financial state-
e, tax returns, bank statements and then
wie start analyzing the location as well,” she
says, “We do some internal analyzing of the
location with the equipment mix”

Even if the financing sought is over
$100,000, Gough says it's still just 48 w 72
hours for the customer to know whether or
not they've been approved

“The mrnaround is really quick, because
they are wanting to know if they're
approved—and we want to make sure
they're not going to go to the competi-
tion,” says Gough, “A lot of times, if they're
an OPL market, their equipment’s down.
They don't really have time to mess around.
They need to get that approval and they
need to get that equipment in so they can
continue functioning their business behind
the scenes.”

There are steps that a hundry can take
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before working with a manufacturer that can
make the approval process go more smooth-
by, say Gough and Stone. These include hav-
inga higher credit score, organized financial
records, good pay histories on existing obli-
gations and a positive bank balance,

“I would say cash flow is key when it
comes to laundry owners and making sure
that they're able to handle the debt. T would
direct them to really try to get their financ-
Gough says. “You want to be able to show
that you're operating within the income
levels that vou have, you're showing that
you have a positive cash flow and that you're
able to take on the debt that you're wanting
to keep the busingss up and operating and in
good shape.”

(ke Bemend by lsgram Pebiihing)

Stone says it is also a good idea for a laun-
dey owner to be prepared “and willing” to
inwvest some of the business’ capital into the
project.

“While it is possible to finance up to 100%
of the equipment order, we expect the bor-
renver to be able to invest their own capital
to cover leasehold improvements mcluding
such things as electrical, plumbing, miechan-
ical work, permutting, ete,,” he says,
aware of the requirements for financing, s
well as make sure guidelines are understood
and met, Kuffel says.

“Please be aware that the lender wants to
get the full story, and any details you can
provide other than the numbers is very help-
il ® ghe adds, ALN




