
®

F A L L  2 0 1 6

CNBUSINESS BROADCAST
NEWSLETTER FOR BUSINESS CLIENTS OF CANANDAIGUA NATIONAL BANK & TRUST

Planning for Business Expansion

What is planning for business expansion?
A growing firm often finds it necessary to 

expand the level of its operations. To accomplish this, the 
firm might acquire additional fixed assets, such as property, a 
plant, and equipment. Often, an expanding business will require 
additional personnel. In some cases, a business will expand so 
much that buying another existing business might be a desirable 
option.

Planning for business expansion includes 
anticipating the need for expansion, analyzing 
the appropriateness of a capital expenditure or a 
loan, securing appropriate financing in a timely 
fashion, and implementing the plan. Effective 
planning also involves an analysis of your 
current assets, debts, and profit levels as well as 
a projection of the necessary assets, debts, and 
profit potential of your expanded business.

Tip: The tax code provides incentives to business owners to 
expand their businesses. Section 179 of the tax code allows 
businesses to deduct immediately the full cost of qualifying 
machinery and equipment purchased and put into use, subject 
to an annual limit.

Why expand your business?
An expanding business offers the potential for numerous 
growth opportunities. Employees benefit from business growth 
through increased earnings and promotions. Customers benefit 
from expanded products and services. Owners benefit through 
increased profit potential. When sales and profits increase 
dramatically, expansion is often necessary to meet demand (i.e., 
to ensure that existing orders are filled promptly and that new 
orders can be accommodated).

How do you manage the growth of a business?
The financial and operational aspects of growth must be balanced 
when you expand your business. During a growth phase, for 
example, the marketing function of the business may extend 
beyond the business’s financial capacity to sustain growth. 
There are many factors you should keep in mind when managing 
the growth of a business. In general, you should expand only 
if your business is already profitable. It makes little sense to 
incur additional debt when your cash flow is poor. Furthermore, 
profitability makes it easier to obtain the financing necessary for 
expansion.

Make sure that the management skills and abilities match the 
increasing demands of a growing business. In addition, you 
should probably seek assistance from professional advisors 
familiar with the unique needs of growing businesses. As 
for personal concerns, bear in mind that expansion of your 
business will necessitate greater personal involvement and 
commitment on your part for a time. Cash flow management is 
also absolutely essential to the growth of a business. In general, 
a cash flow analysis shows whether your daily operations have 
generated enough cash to meet your obligations, and whether 
you periodically end up with a positive sum of cash on hand or 
with a net drain of cash. It is important to have enough cash on 
hand each month to pay the cash obligations of the following 
month. Cash flow deficiencies indicate a need to alter plans to 

provide more cash. Excessive cash surpluses, 
however, may indicate excessive borrowing or 
idle money that could be invested in your own 
business or elsewhere. There are a number of 
techniques for increasing the inflow of cash 

and decreasing the outflow of cash.

In what ways can you expand your business?
There are many ways to expand your business. 
For instance, you can move to larger offices or 

obtain additional property and plants, purchase new machinery 
and equipment, hire additional personnel, increase marketing 
and advertising efforts, or purchase other existing businesses.

How can you obtain capital for financing your expansion?
To obtain bank financing for your business, you need to 
understand the bank’s concerns. To avoid risky investments, 
bankers primarily base their loan decisions on the collateral 
and equity position of your company, as well as your cash flow, 
profitability, and management ability. Bear in mind that because 
banks want security (collateral) in case you default on your loan, 
it is often easier to borrow money to buy fixed assets (such as 
inventory, equipment, and buildings) than it is to borrow money 
for marketing expenses or general operating costs.

How do you estimate the costs of expansion?
An important part of growth is the budget, or the allocation of 
funds to those activities that will bring about growth. Because 
you need to borrow the right amount of money (neither too much 
nor too little), it is vital that you estimate the costs of expansion 
accurately.

For instance, to properly estimate the cost of a building, 
you should have a blueprint created and request bids from 
contractors. Discuss how subcontractors will be managed and 
paid. Also, make sure that scheduling of the work is made clear 
so that the project will be completed in a timely fashion.
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For more information, visit our web site at CNBank.com/Commercial,
 one of our Community Bank Offices, or call us at (585) 394-4260.

What kind of Insurance Coverage Does your Business Need?
Your insurance needs will obviously depend in part on the type 
of business you operate. However, all business owners should 
consider at least four types of insurance. 

One, you may need business property insurance to cover your 
assets against various losses that result from natural and man-
made causes. Check the policy to determine what assets and 
events it covers, and purchase riders for any additional coverage 
you feel is necessary. You may want to cover any building you 
own and its contents (e.g., furniture, office equipment, inventory, 
and supplies). If you lease space, you may still want to purchase 
property insurance; your landlord’s building insurance will not 
cover your business possessions. If you run your business from 
your home, you should consider purchasing separate business 
property insurance. In most cases, your homeowners policy 
does not cover the use of your home for business purposes.
 
Two, you may also need liability coverage to protect against 
lawsuits that could arise if the services or products you provide 
injure or harm your customers or their property. Liability 
insurance pays the cost of these damages, as well as attorney 
fees and costs. A similar type of protection for professionals is 
called Errors & Omissions insurance. 

Three, you may also need commercial auto insurance for your 
company owned vehicles to protect your business and your 
employees in the event of an accident or loss. If you have a 

loan on one or more of your vehicles, you are required to carry 
physical damage (comprehensive and collision) as well as auto 
liability. 

Four, if you have employees, you may have a requirement to 
purchase workers’ compensation insurance. This insurance 
covers medical expenses and at least a portion of lost wages for 
employees injured or taken ill as a result of their employment.  
Your state’s laws determine the maximum number of workers 
you may employ to be excluded from mandatory coverage, and 
the types of employees (e.g., independent contractors) that you 
may exclude from coverage. 

With CNB Insurance Agency, we shop and compare rates, and 
you pick the quote - online or by phone. Let us customize an 
insurance plan based on your needs. That way you can rest easy, 
knowing your business is protected.

Contact CNB Insurance Agency today.
(844) 427-7338 | CNBank.InsuranceAisle.com
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In terms of the cost of purchasing new equipment, you should 
contact several equipment suppliers to discuss your needs and 
their prices. Also, ask about the cost and timing of delivery and 
installation. In general, when considering expansion, you’ll need 
to project the additional cash needed to support your increased 
activities.
 

What about purchasing another business?
At times, expansion can be accomplished by purchasing another 
business. In such a case, the expansion costs equal the costs of 
purchasing the business plus the amount of money needed for 
improvements and operating expenses. Many industries have 
standard rules on how to determine the purchase price of a 
©2016 Broadridge Investor Communication Solutions, Inc. This material provided by Jeffrey Barker. Tax information presented is not to be considered as tax advice and cannot be used for the purpose of avoiding 
tax penalties. Canandaigua National Bank & Trust does not provide tax, legal, or accounting advice. Please consult your personal tax advisor, attorney, or accountant for advice on these matters.

business. The advantages of buying an existing business include 
the following:
l Established product or service
l Established “goodwill”
l Management team in place
l Existing collateral
l Reduced start-up time and cost

How CNB can help
Business expansion is a big step, and having the assistance of 
trusted advisors to help navigate your path makes it easier for 
you to focus on your business. Our Commercial Services Team is 
available to discuss your expansion plan and financing options. 
Contact a member of our team today. 
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A Health Savings Account (HSA) Option Can Benefit Employers and Employees
As the cost of health care coverage increases for both employers 
and employees, consider including an HSA compatible (high-
deductible) plan to your health care plan offerings. An HSA 
compatible health plan option gives employees an opportunity 
to save money. Plus, when an employer makes contributions 
to an HSA, the adoption rates are greater, saving even more in 
premiums.

Canandaigua National Bank & Trust and leading provider, HSA 
Bank, have teamed up to bring HSAs to our consumers and 
businesses.  An HSA is a tax-favored account used in conjunction 
with an HSA-compatible health plan – allowing for funds to be 
contributed on a pre-tax or tax-deductible basis, which can be 
used for eligible medical expenses.

Why open an HSA with CNB:
 

• Make deposits and withdrawals at any of our convenient 
CNB Offices

• Gain the exceptional customer service expected of CNB, 
with the experience of HSA Bank

• Utilize HSA Bank’s online account management services 
made available to you

• Access our dedicated HSA Call Center - exclusive to 
CNB customers - via phone 877-247-1332 or email 
CNBServices@HSABank.com

To learn more about Health Savings Accounts,
visit CNBank.com/HSA.
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