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Business Bank makes pitch to the community Beleaguered institution
tries to sell shares and story to investors
 
By WHITNEY PIPKIN Staff Writer

 

    For Business Bank, the next few months are all about telling — and selling — the bank’s story.

    The bank’s officers have sent out letters and are now meeting with shareholders and members of
the community in an effort to raise $8 million in much-needed capital by year’s end.

    Shareholders received an 80-page prospectus in the mail last week detailing the bank’s financial
situation and need for additional investment. They are familiar by now with terms like “problem
loans” and other factors that have weighed down the bank’s portfolio and profitability.

    The Burlington-based bank has been operating under Federal Deposit Insurance Corp.
supervision for a year now. Raising capital would not only usher the bank out from under that
supervision but also “put the bank back on a profitable and successful path,” CEO Mike Cann said.

    The five-year-old community bank — a term that describes its focus on local loans and deposits
— is now looking to its community for support.

    The bank will try to sell 5 million shares at $1.60 apiece until December to meet the $8 million
mark. The offering includes an escrow account for $2.5 million, meaning the bank must raise at
least that much to begin putting the funds toward capital. If it raises less than that minimum, any
funds raised would be returned.

    Business Bank had launched an initial stock offering to raise $4 million in March but withdrew
the offer shortly after and returned money to investors.

    The current stock price is about half of what shares were listed at in the earlier offering — and a
fraction of what most shareholders paid when they bought in a few years back.

    Cann said the low price is startling current shareholders who’ve paid up to $14 a share in the
past. But there are incentives for them, he said. Buying additional shares protects their initial
investment. Investors might also see returns on their investment sooner with the lower-priced
shares.

    The bank currently has about 400 shareholders and is looking to add to that number. For
prospective investors, he said, Business Bank would be a long-term investment — with returns
contingent on how much capital is raised in the coming months.

    “With the capital, we believe we can correct the problems and give them a good return in the
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next several years,” Cann said.

    Many of those problems were detailed in the FDIC’s initial cease and desist order, which lists
about 40 issues that needed to be corrected. The order requires the bank to scour its loan portfolio
and remove bad assets, maintain the necessary capital and correct certain management practices,
among other measures.

    Cann said Business Bank has met 33 of the 40 requirements.

    “The remaining seven would be met by raising capital,” he said.

    One of the main markers for the FDIC is the bank’s Tier 1 capital ratio, a key measure of its
ability to weather losses. Business Bank’s ratio is hovering between 5 and 6 percent — still short of
the 10-percent ratio the FDIC requires.

    The ratio measures the bank’s ability to cover its assets — which include cash, loans and
securities held at the bank — with capital. Raising more capital is key to improving the number, as
is reducing assets.

    The latest financial information from the end of July shows the bank reduced its total assets by
almost $500,000 since the end of June and by about $41 million over the last year.

    To correct the capital side of the equation and emerge as a healthy institution, the bank would
need to raise at least $6 million, Cann said. But $8 million would make the process happen that
much faster.
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