
00:00:05 Building relationships with investors or lenders, as you grow your business, you 
may discover that it's time to bring on more funding for your business growth beyond using your 
own credit in the form of credit cards. And that means investors or lenders to you and or your 
business. One note here regarding credit cards. If you are currently building your business using 
personal credit cards, 
 
00:00:28 be sure to watch the financial trainings on the right way to use business credit, to 
fund your business. And when it's time to move beyond leveraging your personal credit score, 
whether through business or personal credit to fund your business, it's time to look to investors 
or lenders. Investment into your business through investors or lenders could start by looking to 
your own friends and family for investment or lending possibilities. 
 
00:00:53 Your first question should be whether investment in your business in return for 
equity or funding your business with lending in the form of debt, is the right form of investment 
for the person or people investing in your business. Generally speaking investment in the form 
of an equity investment should only happen when you have a clear plan for exiting your 
business, such that your equity holders are going to be able to earn a return on their investment. 
 
00:01:22 If you're not yet at the place where you know how you are going to exit your 
business and create a harvest opportunity for your investors, it's going to be a better idea for 
investment to come in the form of loans to your business. If you receive loans to your business 
from friends and family, consider that those loans, while made to your business, are really loans 
to you personally. 
 
00:01:44 And whether you are successful in this business venture or not, you are going to 
pay back those loans, even if it's from a future business success, while this may not be legally 
required, it's something you will want to establish as a given in your own context because your 
friends and family are really investing in you through their loan and not necessarily in this 
business venture. Before you take on a loan from a friend or a family member, 
 
00:02:14 be sure to document that loan with a promissory note, meaning a promise to pay 
in writing with clear terms around when you are promising to repay the loan and the specific 
terms under which you will repay. Meaning at what interest rate and over what time period. If 
you do want to use an equity type investment, you may want to structure that investment in the 
form of what's called a SAFE investment. 
 
00:02:39 A SAFE stands for a Simple Agreement for Future Equity. This structure was 
authored by Y Combinator lawyer, Carolyn Levy, and open sourced. It was created and 
published as a simple replacement for something called convertible notes. A convertible note is 
a structure in which an investor would a loan to a company that could then be later converted 
into an equity investment. This makes sense when your company is likely to raise money in the 
future with an established valuation and have an exit, 
 



00:03:11 but it's in too early of a stage to be valued appropriately. You definitely want to 
bring on a trusted legal advisor to support you if you're going to be funding your company with 
complex structures, such as a safe investment, or if you're raising capital by giving away equity 
in your company. Finally, you may fund your company with loans from a bank. 
 
00:03:32 The best way to do this is to have a relationship with a local banker who can get 
to know you and your business and support you to tap into financing options, generally through 
the SBA or Small Business Administration. It's never too early in your business life to establish a 
banking relationship with a business banker, ideally contact the local business banks in your 
community now, 
 
00:03:55 and go meet one or more of the bankers at each of the banks to find a 
relationship that feels most supportive to you and your business. When you're receiving funding 
from a business bank, whenever possible, have that loan provided to your business. And if you 
can avoid it, in contrast to loans with friends and family, do not personally guarantee that loan. A 
personal guarantee means that if the business fails, 
 
00:04:23 you are liable for the balance of the loan personally. Once your business has 
established income, you may be able to qualify for loans to your business without a personal 
guarantee. In the early stages of your business, it's not likely to be the case, but you can and 
should always ask if you can get  a loan without a personal guarantee required. Building 
relationships with investors and lenders to your business can be a great way to fund the future 
growth of your business and will likely require you to confront any remaining insecurities or fears  
that you have, 
 
00:04:57 that you're not bankable. When you have your Legal, Insurance, Financial and 
Tax systems in place, you will feel far more confident going into these relationships in a way that 
feels great to you. And has you trust yourself and be trusted in return. 
 


