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H E A L T H L A W

Overview of Urgent Care 
Financing
! JOHN SHUFELDT, MD, JD, MBA, FACEP

Y
ou’ve researched the industry, have a site picked out, and

have a name reserved. Now comes the million dollar ques-

tion. Wait, that is the question: Where do I get a million dol-

lars to start an urgent care? Do you really need a million?

My noncommittal “attorney answer” is: “possibly.”  I have had

friends lose a lot more than that before being forced to close

the doors. 

That said, you can certainly do it for a lot less money if you

are staffing the clinic yourself, don’t over-build, and lease only

the really necessary equipment. However, beware: lack of cap-

ital is the root cause of many small business failures. In addi-

tion, inadequate capitalization can be used by an attorney as

a justification to “pierce the corporate veil” and attack your

personal assets.

Where do you look for capital to start an urgent care cen-

ter? The first place is in the mirror. How much do you have to

invest in the business? Look into your savings, stocks, bonds,

cash-value life insurance, and real estate assets. If you cannot

put in some of your own money, you will have a difficult time

convincing other investors/creditors to contribute their money.

Fortunately, even if you are turned down by one lender, oth-

ers, because of differences in lending policies, may finance the

same or a similar proposal.  

Key Questions

Before you start your capital-raising process, be prepared to

answer the following questions:

! How much capital do I need? (Be conservative.)

! What are my uses of capital? (Be exact. Your salary is

probably not a compelling use of funds to an outside

investor.)

! How much of my own money can I afford to put into the

venture? (Be conservative.)

! Am I willing to personally guarantee the debt? (For tra-

ditional bank financing, you will probably have to guar-

antee the amount or have sufficient capital pledged

against the debt facility.)

! What information do I need to convince someone to in-

vest in the business? (Business plan, pro forma financials,

etc.) 

Succinctly, your ability to finance the venture will depend

upon:

! How much of your own capital you are putting into the

venture

! How well thought-out your plan is (competition, financ-

ing, marketing, etc.)

! Your track record and banking history if you plan on us-

ing traditional bank debt

The Five C’s of Credit

If you are going the traditional bank route, banks still lend

based on the “five C’s of Credit”:

Character: To a lender, this is their way to determine

whether you have the integrity to live up to your word and will

make every effort to pay off the debt as opposed to attempt-

ing to simply walk away. You need to be up front (with your-

self and with the lender) about your strengths, weaknesses,

and plans to fill any gaps.

Capacity: If your venture fails, do you have the capacity to pay

off the loan? Here is where it helps to be a provider. Despite mar-

ket vagrancies, medical providers are always needed and we can

typically find work that pays enough to pay down a note over

time. Be prepared to answer tough questions about your capac-

ity to handle debt payback if the venture tanks.

Collateral: Not only do banks want to know you have the

financial capacity or available cash flow to pay off debt, they

also want you to pledge assets that more than cover the
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amount of the note. Typical sources of collateral are equity

in a home, cash-value life insurance, and stocks or other liq-

uid securities. Before agreeing to something, think of the

worst-case scenario. If the business fails, can you stomach los-

ing your kids college funds? (The world needs ditch diggers,

too, Danny.)

Conditions: Other than educating the lender, you have lit-

tle control over broad economic indicators. If you tried borrow-

ing money or raising capital after the fall of Lehman Brothers,

you and many pre-IPO companies postponed or were unable

to complete their rounds of financing as investors looked for

shelter.

Capital: This is the put-up-or-shut-up aspect of credit. A

lender will want to see that you have “skin in the game” as op-

posed to being able to simply walk away if it blows up. A lender

will not be willing to put up 70%-80% of the capital needs of

a new business. New businesses fail at an alarming rate and

lenders cannot afford (particularly in the “new normal”) that

level of risk.

Types and Sources of Capital

There are a variety of types of capital as well as sources of cap-

ital. Different financing needs require different sources of cap-

ital. For example, if you are building your own center, you will

use construction financing, which can ultimately roll into a

term loan for the property and building. For your equipment,

you may secure a capital lease. If you have short-term cash

needs in a business that is generating cash, you may want to

factor in your receivables (ie, sell them off at a discount). To

cover initial start-up losses, you may want to negotiate a line

of credit that is partially secured by third-party-payer receiv-

ables and a personal guarantee and equity in your home,

which ultimately converts to a term loan without a prepay-

ment penalty.

If you do not have the capacity to secure the necessary debt

financing, you will need to sell equity in the future business.

If a business owner takes on equity by selling shares or an

ownership interest in a corporation, the capital is not repaid

(unless it is a convertible debt instrument), but the investor

now has an ownership interest in the company and may (de-

pending on the way the agreements are drafted) have the right

to siphon off profits.  

As you enter into this endeavor, it is important to have at

least a basic understanding of sources of capital and how to

go about obtaining financing. Consultants who are knowledge-

able in the urgent care space and your accountant should be

able to guide you to the best source of capital for your financ-

ing needs.  

In my next column, we will take a deeper dive into the var-

ious sources of debt and equity capital as well their pros and

cons. !
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Don’t Be Afraid

to Write for JUCM

If you have contemplated writing for JUCM

but are a little awed by the prospect of

becoming a published writer after all those

years of being convinced you weren't a

writer, we're here to say: You can do it. 

We need physicians, nurse practitioners,

and physician assistants in urgent care to

author review articles on a wide range of

clinical subjects, from dermatology to pedi-

atrics to orthopedics. Let us email you a

topic list, outline, and sample articles.

We would also welcome Case Reports on

common clinical problems and diagnostic

challenges in urgent care. We can email

you samples to follow for style.

Most JUCM authors are appearing in print

for the first time. You could, too.

Contact JUCM's editor, at editor@jucm.com.

JUCM. You can do it.


