
START-UP Vetrepreneur Bootcamp 

Seven Common Mistakes 
to Avoid When Looking 
For Bank Loans 
Vetrepreneurs need to have their financial "dress right dress" 
when seeking external startup financing. 

by Ellgen€' E Valdez 

:'il CCESSHJLLY OBTAINING tJn:lll<:ing. ttlr a ~rowi!lg bllSjlle~~ is often one of 
the most ditficLI.h ra5ks a vetrcpr,'neur h,IS to {a lde. Dreams of "tJ.king tb:: 
business (() the next lever will Llsually not materialize unl '<5 the verreprc­

neur can bring in a nt',N round of cash. In Ill)' ex~)C[jence 3.$ a commercia! 
banker, most vetrerrenclIn I meet ttsually do JlOl WJ1)t ro sell p:ur of rheir 
c~ornpany to auract eqLtirv capital. and dms, f.'lvor debt cnpiral or bank loan. 
as rhe source ofc,Jsh to cxpand. 

Bank loans are oftell categorli.:ed jll [WO way,: cOllvenriomtl and SBA, 
Generally, convenrionalloans are rescrved tIlt busincs e.<> \vith low cn~d­
it risk profIle 'll1d SBA loan.'> for busi.n s,e with slighrl ' higher credit 
dsk profile . 

While there a ['e manv mistake, vecreprcncur$ conun it when seclii ng 

hank loans, "even suck out in my mind ~ the mo t common. Vetreprcncurs 
who call llla11age to aVOid .Iome or all oftbe8e "seven deadly sin$" will great­

ly inue,lsC lheir ch:.illces ofobtaining rhe b'lnk loans they desire. Here are 
dJose ,even cOlllll1onll1istake, : 

»1. Vague loan purpose, loan amount and 
projected benefits. If you are unclear or vague 
about the size, purpose and projected benefits of 
the loan, your credibility with the lender '.viii take 
asmall hit. Rather than say, "I need money for 
working capital to increase my sales," be more 
specific. if you plan on adding anew customer, 
you might say, "To bring the XCDmpany on board, 
Iwill need a$100,000 loan to invest in more inven­
tory. This additional investment in inventory will 
increase my sales and profits by 8percent in the 
next 12 months:' 

» 2. Lack of persistence. Just because one 
lender turns vou down doesn't mean they all will. 
If you get declined on y'our first attempt, don't 
give up. You only need ONE lender to say yes. ASk 
tile lender to give you the reasons for the decline. 
See if you can shore up those weaknesses before 
you approach t enext lender, 

>, 3. Not speaking the language of the lender. 
It·s easier to get aloan approved When you speak 
and understand the language a the lender, It will 
help your cause if you understand and can con­
verse about such '. banker-ese' topics as collat­
eraL personal guarantees. subordination 
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agreements, financial covenants. reporting 
requirements. 30-day cleanups. events of default. 
etc. Read abook on banking and fina nce and 
learn alittle bit about the loan jargon. 

,) 4. Being reactive, not proactive. Simply 
put. it is foolhardy to approach a lender When 
you need the money today to put out yester­
day's fire, Plan your financing needs well in 
advance. It is agood idea to approach the lender 
agood three to four lOnths before 'IOU need 
the money. By doing this, the lender will view 
you as a careful planner and conscientious 
steward of the bank's money. 

» 5. Unrealistic or non-existent projectio'ns. 
In order to prove your company's ability to pay 
your loan request back, you must provide detailed, 
REALISTIC projections on future sales. profits and 
cash flow levels, I' the lender views them as unre­
alistic, subconsciously he will characterize you as 
a"dreamer" and naive. The result '" another hit to 
your credibility. To gain credibility. you should be 
more conservative with your projections and 
decrease the size of your loan request according­
ly. Be ready to defend yom assumptions, whidl are 
the core of your projections. 

» 6. Poor quality or dated financial state­
ments. Lenders make loan decisions largely on 
numbers presented in your financial statements. 
If your !lnancials are shoddy. dated. or inaccurate, 
you won't (jet to first base with most lenders, 
Poor financials will cause lenders to question the 
current financial condition of yOl r company as 
well as question your ability to monitor t efuture 
financial health o· your company. Invest in acom­
petent CPA. 

» 7. Poor or non-existent business plan or 
loan package. Awell thought-oul business plan 
or loan package can eliminate mistake numbers 1, 
3. 4and 5.ln addition. his 'Nritien document will 
(jive the banker an overall view of the size of your 
industry, your targeted customers. your compe­
tition, your strategies to win customers and the 
credentials of your management team_ The 
lender will have more confidence in You, your 
company and your ability to repay tlle loan 
because you took the time to think about and pre' 
pare abusiness plan. Learn how to write abusi­
ness plan, The S8A has agreat tutorial on its Wer) 
site, /I j 1/',.,/JiI prJ!. 

Good luck in your loan sourcing endeavors! 
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