
Start up success
LEARN THE ESSENTIAL FINANCIAL STEPS 
TO GO FROM DREAMERS TO DOERS



Presentation overview
PART 1
How to prepare for, pitch and negotiate 
financing

PART 2
Budgeting and construction

PART 3
Operations
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The big steps of financing
1. Financial documentation 

and business plan

2. The Five Cs

3. The Pitch

4. Handling objections and 
negotiations
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The five c’S of lending
FINANCING OUTCOMES ARE A RESULT OF A 
LENDER’S ABILITY TO MEASURE RISK.

1. Cash (Capital)

2. Collateral

3. Capacity 

4. Character

5. Conditions

Create supporting evidence and defensible 
arguments for each of these. 
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How lending decisions are made
Borrower prepares and provides documentation.

Borrower meets with lender representative and 
reviews.

Lender representative prepares case for loan 
committee (underwriting).

Documentation goes to loan committee.

Loan committee decides on funding and terms.
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Best practices

1. Create three-year projection packages that you 
give to all prospective lenders.
• Overview
• Full monthly

2. Make core financials dynamic and variable 
driven.
• Allows for adjustments as more information becomes 

available. 
• Functions as a model for founders to gain confidence in 

the venture.
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Profit and loss

Contains revenue, cost of goods (COGS), operating 
expenses and other expenses including depreciation, 
interest and taxes.

THE GOALS:
1. Character: Show business acumen. 
2. Capacity: Show REALISTIC profitability.
3. Capacity: Show at least a 1:1.2 debt-to-income 

prior to cash negative. 
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Profit and loss
The Punch Line: Debt to Income Ratio aka Debt Service 
Coverage Ratio

DSCR = Annual debt service : EBITDA

Year 1 
EBITDA: $100,000
ALL Principle and Interest Payments: $100,000
DSCR = 1:1 

Year 2 
EBITDA: $125,000
ALL Principle and Interest Payments: $100,000
DSCR = 1:1.25
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Profit and loss
SUMMARY

1. This is the second most important document you give a 
lender. Do it right and be ready to defend it.

2. P&L must show at least a 1:1 DSCR in order to receive 
financing.

10

PREPARATION

FINANCIALS
Profit and Loss (Pro 
Forma)�
Balance Sheet
Statement of Cash Flow
Sources and Uses

BUSINESS PLAN

TEAM
Experience
Financial Horsepower
Personal Credit Score



Balance sheet
• Statement of assets and liabilities at a given point in 

time. 
• Great overview of the company's health.

ASSETS
• Equipment
• Health

Requested for existing businesses. Less common for new 
ones. If requested, create fiscal year-end projections.

THE GOAL: Show a healthy balance between good 
liabilities and solid assets (capacity, cash and collateral).
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Balance sheet
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Statement of cash flows
Reports cash generated and used in a period. 

Differs from P&L due to:
• Principle payments
• Capital investments and purchases
• For accrual basis accounting, “booked” revenues 

and expenses may not have been received or paid.

THE GOAL: Show that the business is always cash 
positive.
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Sources and uses

THE GOAL: Provide a dashboard summary of where 
funding is coming from and what it is being used for 
(collateral and capital).
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Business plan
EXECUTIVE SUMMARY (WRITE THIS LAST!)

• One page

DEFINE THE BUSINESS
• Describe the general concept
• Specifics

WHY IS IT A BUSINESS?
• Market analysis
• How does it generate revenue?
• What are major expenses?
• How is it promoted?

THE GOAL: For the founders to think through the 
business and show to lenders that you have character, 
capacity and conditions.
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team
• Think of it as applying for a job. The lender is hiring your 

team. 
• Describe each team member’s experience, education, 

passion and strengths.
• Describe why the team will operate well together.
• Include resumes 
• Operational experience is hugely important.

THE GOAL: Show that the team contains the skillsets and 
experience to execute on the business plan, that the 
business plan can be believed and that there is financial 
support if the business does not do well (character and 
capacity). 
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Individual finances
For all partners near or above 20% ownership and for all 
guarantors:
• Three years business and personal tax returns
• Personal financial statement

Lenders will do a “Global” DSCR, which matters A LOT!
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Personal credit score
SIGN UP FOR A CREDIT MONITORING SERVICE.

Optimize credit:
• Pay down credit card debt.
• Keep accounts open. 
• Slowly increase number of accounts.
• Limit inquiries.

This takes time, so start now.
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The big steps

1. Financial Documentation and Business Plan

2. Your team and the Five C’s

3. The Pitch

4. 4. Handling objections and negotiations
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CASH:

Do we have at least 10% down 
payment?

COLLATERAL:

Do we have a strong guarantor?



STRONG
• Real estate

ACTUAL COLLATERALIZED VALUE

ARGUABLE
• Climbing walls, pads, holds

• Equipment

• Personal assets

USUALLY NOT COUNTED
• Tenant improvements

90% 0%

collateral

21

Make a list and attribute collateral value to each line item.



Final checklist

1. Documentation 
• P&L with cash flow
• Sources and uses
• Executive summary
• Team summary with resumes
• Guarantors tax returns

2. Source for 10% to 20% down payment

3. Guarantors that establish a 1:1 Global DSCR

4. Sufficient collateral (80% to 90% LTV)
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GET PSYCHED! YOU’RE READY!
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The big steps

1. Financial Documentation and 

Business Plan

2. Your team and the Five C’s

3. The Pitch

4. Handling objections and 

negotiations
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Friends, family and fools

Angel investors

Redevelopment agencies and city loans

Seller carries, landlord loans

BANKS (INCLUDING THE SBA)
• National
• Regional and local

• Community banks and credit unions

Types of lenders
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DOWN PAYMENT/
SUBORDINATE DEBT



Use your champion to find lenders
THOSE THAT WILL PROFIT FROM YOUR SUCCESS:
• Real estate agent
• Landlord
• Wall builder
• Contractor

THOSE THAT BELIEVE IN THE CAUSE:
• Community and business leaders
• Super-psyched climbing community members
• Local government
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Where the rubber meets the road
1. Practice with the friendly, unlikely or 

unwanted.
Listen to objections and create talking points to 
minimize them.
Find out what resonates and refine. 

2. Pitch to the lenders you really want.
Find two to four core sources and nurture those. 
You want options!
Research them and ask questions.
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The courting process

Lenders need you!

Loan agents are paid by performance. 

Be confident, knowledgeable and prepared.

The closer you can get to a loan committee, the better.

“Good” (lower risk) borrowers get better terms.

Ask for term sheets, read the details and do the math.

If you have options, terms are negotiable. If you don’t have options, pretend like you do. 
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The big steps
1. Financial Documentation and 

Business Plan

2. Your team and the Five C’s

3. The Pitch

4. Handling objections and 
negotiations
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Handling objections: don’t give up!
Discuss conditions that would alleviate each (or some!) objection.  Get specific with 
amounts and tasks.

LOW GLOBAL DSCR 
• Add guarantor
• Add partner with operational experience
• Offer cash reserve account

LIGHT COLLATERAL (LOAN-TO-VALUE TOO HIGH) 
• Add cash
• Reduce loan amount
• Add guarantor

BE CREATIVE. IF YOU CAN'T STRENGTHEN ONE “C”, STRENGTHEN A DIFFERENT ONE.
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Term sheets and negotiation
NEGOTIABLE:
• Bank rate
• Bank fees
• Title fees
• Guarantors (except for 20%-plus owners)
• Collateral
• Covenants
• Pre-payment penalties
• Term
• Cash reserves

NON-NEGOTIABLE
• SBA terms, SBA fees and rate

BUT YOU HAVE TO HAVE OPTIONS IN ORDER TO 
NEGOTIATE!
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You’re an entrepreneur! 
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CREATE A TASK LIST. BE TENACIOUS.


