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Introduction 
 

 

Hi friend.  

Thank you for taking an interest in my book. Before you read it, I want to give you a bit of 

advice regarding how to use this book to accomplish your money goals.  

There are two methods you can utilize with this book. You can read through it cover to cover or 

you can use it as a reference guide as you go through the lending process you are going through. 

The later is the method for which this book is intended. As you will see on the contents page, the 

book is organized into distinct zones of information such as: types of funding for you to go after, 

advice for questions to ask lenders, important definitions, etc. 

Learning about the ins and outs of lending is not nearly as fun as receiving the money from the 

lending process. Reading the book straight through, while beneficial for you, will most likely be 

the most boring way to absorb the information. When I read a book, I want it to excite and 

enlighten my understanding. I want that for you as well when you read this book. The 

information in this book will help you successfully secure the money you need for your business, 

but let’s face the facts. Dealing with lenders is rarely a fun experience, so reading this book as a 

reference guide instead of cover to cover will be the most enlightening way to benefit form the 

material within. 

 

Thanks for reading, 

 

 

 

 

Chris Miller 

CashForCompanies.com 

(407) 907-0032 

 

 

https://cashforcompanies.com/
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Chapter 1 – Prepare yourself for the 
lending process 
 

So, you think it’s time for a small business loan, but you want to make sure you don’t get taken 

advantage of. I get it. Navigating the twists and turns of the lending process is difficult. Especially 

if it isn’t your field of expertise. There are some things to know and watch out for, but if you go in 

prepared, you should be just fine. If you find yourself outmatched at any time however, feel free 

to talk to one of our Financial Advisers for some guidance along the way.   

In recent years, small banks have slightly increased their approval rates to be competitive with the 

larger lending institutions, but with the big bank approval rate at just 23.1 percent. This means that 

less than a quarter of businesses applying for a loan will receive one whether they apply at a large 

bank or small community one.  

See banks pay attention to the trends and they follow the patterns. They know that the chances are 

not good for a small business to succeed. 97.5% of all small businesses fail to last more than 5 

years. Check out this chart for more reference.  

 

https://cashforcompanies.com/
https://cashforcompanies.com
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So what should you check on, before applying for a loan, to make sure you’re ready? Here are a 

few things I would recommend you have a look at first. If nothing else, doing so will give you a 

good understanding of your current situation, but more importantly, it will lead you to the right 

lender once you understand where you are.  

Things to Ask Yourself Before You Apply 

1. Check your credit.  

Bad or nonexistence credit can quickly lead to a denial, or make the risk (and therefore the fees) 

so high that it doesn’t make financial sense to do the deal. For banks, a solid credit history is non-

negotiable. If you don’t have a high business credit score, the chances of obtaining a small business 

loan from a traditional bank are next-to-none. Even worse, if you are using your own credit to get 

business money, your inviting problems. Separating your personal credit and finances from your 

business credit and finances is important for growth and success, and comingling them can be a 

big red flag to a lender. That being said, you should focus on building up a strong personal credit 

profile and business credit profile to ensure success. Building your business profile will get you 

closer to the goal but lenders are still likely to peruse your personal credit file and scores. If your 

personal score is below 680, you may be in trouble, but if your business score is good with a good 

history, lenders are more apt to overlook a lower personal score.    

The good news is that you can repair or build your credit score by establishing a budget, paying 

your bills on time, keeping your debt low, and reviewing your credit report so that you can resolve 

any outstanding balances or dispute late payments.  

There are some lenders that will accept lower scores, provided other metrics demonstrating a 

healthy business are in place. Nevertheless, most lenders look at your past credit behavior to make 

judgments and decisions about what you will likely do in the future—so maintaining a good 

personal credit score and building a strong business credit profile should be a business priority for 

those seeking a small business loan. 

In a study, conducted by Nav (a free site offering business owners access to their personal credit 

scores and business credit profiles), it is suggested that the businesses that regularly monitor their 

credit were 41 percent more likely to be approved for a loan. Building a strong profile starts with 

getting familiar with it. And, an honest evaluation of your profile will help point you in the right 

direction when looking for a loan. 

 

 

https://nav.nkwcmr.net/c/1420479/194031/2410?u=http%3A%2F%2Fwww.nav.com%2Fresource%2Fhow-to-establish-business-credit%2F
https://nav.nkwcmr.net/c/1420479/194031/2410?u=http%3A%2F%2Fwww.nav.com%2Fresource%2Fhow-to-establish-business-credit%2F
https://nav.nkwcmr.net/c/1420479/194031/2410?u=http%3A%2F%2Fwww.nav.com%2Fresource%2Fhow-to-establish-business-credit%2F
https://nav.nkwcmr.net/c/1420479/194031/2410?u=http%3A%2F%2Fwww.nav.com%2Fresource%2Fhow-to-establish-business-credit%2F
https://nav.nkwcmr.net/c/1420479/194031/2410?u=http%3A%2F%2Fwww.nav.com%2Fresource%2Fhow-to-establish-business-credit%2F
https://nav.nkwcmr.net/c/1420479/194031/2410?u=http%3A%2F%2Fwww.nav.com%2Fresource%2Fhow-to-establish-business-credit%2F
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2. How long have you been in business, legally?  

If you’re a first-time business owner, don’t be shocked and frustrated when your application is 

rejected. It’s common for banks to prefer established businesses, or least individuals with a 

minimum of 3 to 5 years of industry experience. I refer you back to the chart above for why.  

The bottom line is that it’s all about confidence. If a lender feels confident that they will make 

their money back, plus a little extra on the top, they are likely to lend you the money. If they don’t, 

they won’t. Risk is associated with cost here. The higher the risk, the more it costs (you) to get the 

loan done. Down payments, higher percentage points, collateral, etc. These are all things the lender 

will tack on to mitigate the level of risk and bring the scales back into their favor before granting 

the loan.  

Even if you have been building your brand for 6 years, but you didn’t incorporate your business at 

least 3 years ago, it’s going to be tougher for you to get funded. But you aren’t sunk yet. Experience 

plays a big part as well. Do you have it? If not, can you hire it? You may be able to hire a 

management team to demonstrate that you are serious about making money and having this 

business work. This will boost the confidence level of the lender, and maybe turn a no to a yes!  

3. How is your cash flow? 

Lack of cash flow is a bright red flag with big blinking arrows all around it to a bank because it 

makes them believe that you’ll be too busy paying for your expenses to pay your loan. Even more 

troubling, there’s a new trend going around among lenders where they are examining more 

frequent periodic payments, such as the daily or weekly direct debits from your business checking 

account, as opposed to monthly statements. This means a more consistent cash flow is needed to 

handle these periodic payments.  

If your cash flow isn’t sufficient, you’re probably pulling your hair out already, which I why you 

think getting a loan is the solution. However, banks won’t lend to you if you are bringing in less 

than you have going out, so start looking at alternatives to traditional lending. Many alternative 

lending sources can get you back on track without needing a loan. This gives you freedom, instead 

of debt.   

Other ways to improve your cash flow would be to take steps like performing a cash flow 

analysis, accepting online payments, setting sales goals, automate your sales follow up to stay in 

https://factormyinvoicesnow.com/
https://squareup.com/i/FACTORCARE
https://www.getresponse.com/?a=wghkKckPFx
//nav.nkwcmr.net/c/1420479/543298/2410?u=https%3A%2F%2Fwww.nav.com%2Fproduct%2F
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front of prospects when they’re ready to purchase, and enforcing payment terms on your contract 

with vendors or contractors that fall behind.  

4. How much do you need, and can you handle more?   

When I have occasion to ask a borrower how much they’re looking for and the reply is, “How 

much can you get me,” I get a bit nervous that this deal will be going nowhere. This answer tells 

a potential lender that you haven’t really thought through your loan purpose and that you either 

don’t know why you need the money, or that you are desperate to get money. Either way, that’s 

bad, but I’m still going to ask you how much you need because the answer is going to dictate what 

direction I take the lending process.  

As a small business owner, you become an expert in your business. You can tell me everything, 

down to the timing of the revolutions, about what your product does and how it operates. But just 

as I am not an expert in your business, you are most likely not an expert in mine. Afterall, that’s 

why you came to me in the first place. As an expert in my business, I understand the way banks 

think. They think in terms of risk and return. If you only want $10,000, it doesn’t make sense to 

go through the traditional lending process because it will cost the bank a third of that just to do the 

research and checks needed to verify that they won’t lose their investment. Even then, the risk is 

through the roof and you’re going to be asked to pay a fortune for the use of that 10 grand. On the 

other hand, if you need a million or so, going that route might make more sense for the bank. 

Check out this example of what I mean.    

According to report published by the Harvard Business School  

, “transaction costs to process a $100,000 loan are comparable to a $1 million loan, but with less 

profit.” Because of this, “banks are less likely to engage in lending at the smallest dollar level.” In 

fact, there are instances where many banks have either stopped granting lower-amount loans or 

have reduced the number of that they approve.  

Some banks may attempt to refer small business owners to their credit card products, which earn 

higher yields. In this case, you may be better off looking for alternative loan options.  

5. How quickly do I need the funds? This is a very important question. Some loan purposes don’t 

allow the luxury of time to wait for several weeks to gain a loan approval. For example, ramping 

up your ability to serve a new customer contract might require additional capital within the next 

few days and waiting weeks for a small business loan could carry with it an opportunity cost that 

is too high. 

 

http://www.hbs.edu/faculty/publication%2520files/15-004_09b1bf8b-eb2a-4e63-9c4e-0374f770856f.pdf
https://nav.nkwcmr.net/c/1420479/194031/2410?u=https%3A%2F%2Fwww.nav.com%2Fresource%2Fbusiness-credit-cards-for-startups%2F
https://factormyinvoicesnow.com/
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63 percent of small business loan applicants listed speed of funding as 

the primary reason they chose the loan they did—which indicates the 

importance of this question. 

 

6.  Does your business have sufficient collateral?  

I’ve said it before, and I’ll say it again. If you are comingling your personal and business assets, 

you need to fix that immediately. Collateral is a preference for banks because if the business 

defaults on the loan, the bank can acquire these assets, such as real estate, vehicles, business 

equipment, or investments. They can then sell them to satisfy the loan. A lot of new business 

owners fail to separate their business assets, or to grow business specific assets. The issue with 

that is if the business doesn’t have collateral, you may be asked to put a lien on your personal 

property such as your home in order to be approved. With a 97.5% failure rate for small businesses, 

that’s a great deal if you’re a bank. It’s not a good risk to take if you are a small business owner. 

Separate your business assets from your personal assets to shield yourself, but if you find yourself 

without enough available collateral seek alternative funding options.   

7. Get your house in order  

Would you invest in a business without reviewing the business plan, market, or financial 

projections? I highly doubt that you would consider the investment, nor should you. The lender is 

asking themselves the same questions. When they look over your application and supporting 

documents, they’re going to ask themselves “Why would I invest in this company?” because that 

is essentially what you are asking them do. So go in prepared and put your best foot forward from 

the beginning.   

The Small Business Administration Resource Learning Center recommends that in order to be 

prepared for a loan proposal you need to have the following at a minimum:  

• Credit history 

• Loan proposal detailing how much money you need and why 

• Business plan and profile. Collateral and financial statements 

• Projections 

• Legal considerations like articles of incorporation, contracts, and leases 

8. Do you have any Bankruptcies or judgments  

https://nav.nkwcmr.net/c/1420479/194031/2410?u=http%3A%2F%2Fwww.nav.com%2Fresource%2Fhow-to-establish-business-credit%2F
https://factormyinvoicesnow.com/
https://www.sba.gov/learning-center
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If you declared bankruptcy two years ago or had a judgment placed on you within the last twelve 

months, that’s an obvious red flag to a bank that you’re a risk and you probably won’t be issued 

the loan, no matter the size.  

Fortunately, even if you have had some issues personally, you may be somewhat shielded if your 

business credit and personal credit files are separated. In other words, it’s not necessarily the end 

of the world. Yes, it takes time to repair your credit, but if you start working with vendors and 

suppliers who specialize in customers with poor credit, then it’s a sign to lenders that you’re putting 

in the effort to improve your business credit.  

I highly recommend getting a “secured credit card” where you put down as much as you can on 

the card so that you get the highest credit limit possible. This is a great way to boost credit 

worthiness and later, ask the card issuer to remove the security for you. Most likely, if you have 

established a good history with them, they will do so without issue. Do not close the account 

however as this will cause more credit problems for your business by losing the history file.  

9. Are your customers a targeted niche?  

Everyone tells you to target a specific niche, and doing so can be useful starting out. Having a 

niche market means having fewer competitors. Therefore, it becomes easier and cheaper to capture 

a piece of that market share. However, if your target audience is too focused and targeted, this can 

lead to market alienation and doesn’t really help your business grow. Banks want to see that you 

have a nice market base to sell to so that you can pay them back. They would rather work with 

businesses that have a large and diverse market because larger market bases tend to lead to larger 

opportunities to be profitable.  

10. What do I need the extra capital for?  

It may seem like a dumb question, but it’s an important question to have an answer to when 

applying. It’s also a question often overlooked by borrowers looking for extra capital. The lender 

is going to want to know what you need the money for and why the need is so urgent that you 

cannot simply wait until your business has generated the funds on its own. Being able to articulate 

the loan purpose will help answer these questions for the lender and help you appear together, 

confident, and prepared. 

Questions to ask yourself might include: 

1. Will this money be filling a short-term or a long-term need. (It wouldn’t make much sense 

to take out a 5 year loan, for example, to purchase inventory you intend to sell in a month.) 

2. How is this money going to help my business be more profitable and grow? 

3. How will I be using this money, specifically, to that end? 

4. How quickly will I need the money? 

5. Why do I need it now, vs. waiting for it to come in naturally? 

https://nav.nkwcmr.net/c/1420479/194031/2410?u=http%3A%2F%2Fwww.nav.com%2Fresource%2Fhow-to-establish-business-credit%2F
https://nav.nkwcmr.net/c/1420479/194031/2410?u=http%3A%2F%2Fwww.nav.com%2Fresource%2Fhow-to-establish-business-credit%2F
https://nav.nkwcmr.net/c/1420479/194031/2410?u=http%3A%2F%2Fwww.nav.com%2Fresource%2Fhow-to-establish-business-credit%2F
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Having the answers to these questions readily available will help you look good to prospective 

lenders and also help you make informed decisions about solutions you will want to look at to 

solve the issues your business is facing. Remember that the days of the bank being the one-stop-

shop for small business money are over. Today there are multiple lenders, and multiple loan types. 

Additionally, now more than ever, small business owners have access to many alternative lending 

sources which can get them the money they a looking for without going through drawn out loan 

processes, and even put money in their hands faster than most banks.  

11. How will taking out a loan impact your business’s long-term profitability? 

Ultimately, the decision to take out a loan comes down to whether the loan is in the long-term best 

interest of your business. In order to be worth the risk and the cost, your loan needs to be a good 

investment that will build the profitability for your business and leave you in a stronger position 

than if you had not taken it. 

Things like purchasing inventory at a discount, buying new equipment, or investing in a proven 

marketing campaign launch all have measurably positive impacts to your business’s profitability. 

Unless you are in a lawyer practice however, buying new office furniture to look like you have 

made lots of money for clients might not be a good use of the cash. So know what you need, why 

you need it, and how it will benefit you before you contact the lender. 

12. Can you afford to make regular loan payments? 

All that being said, a super important thing to ensure is that you will be able to afford the payments 

for your business loan. Not making loan payments on time can have serious consequences both to 

your business credit rating and in the form of penalties from the lender, which we will discuss in 

the next section. So before you sign on that dotted line, make sure you are confident that you will 

be able to make the loan payments even during slow sales months. 

 

OK, so now you should have a pretty good grasp of what you should look at to be prepared for 

your meeting with a lender. The next step is to think about what you might need to find out from 

the lender when you get there. Here are some questions that you can ask the lender to help 

determine whether or not they would be a good fit for your business’ need. 

 

 

https://factormyinvoicesnow.com/
https://factormyinvoicesnow.com/
https://cashforcompanies.com
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Chapter 2 – Questions for lenders 
 

Almost as important as asking yourself how much and what you need money for, is the often 

overlooked aspect of finding the right lender to fit that profile. All too often, people get so wrapped 

up in the concept that someone might be willing to give them the money, that they completely fail 

to think about whether it is worth it to take the offer. Sometimes it isn’t. You wouldn’t purchase a 

new car without thoroughly checking it out first. Why would committing yourself to a small 

business loan be given any less attention to detail? Here are a few questions I would recommend 

you ask the lenders you intend to work with in order to be sure that you end up with a win/win 

situation in the end.  

1. Do you lend to businesses in my industry? Many lenders specialize in working within specific 

industries. Some have decided that certain industries are just too risky for their particular risk 

model to absorb. In either case, asking this question up front in the beginning of a conversation 

will help you avoid wasting time with a lender that won’t be able to help you.  

2. Do you offer a loan term that fits my business’ need? If you’ve taken the time to go through 

the section above, you should have already identified what your loan needs are in this regard. With 

this information in mind, you can easily determine whether or not you’re looking for a short-term 

or a long-term loan. If the lender you are in front of doesn’t offer what you need, there is no point 

in wasting time dealing with them.  Go to another bank or take a look at some alternative lending 

methods which my not involve you needing to get a loan in the first place. The point is to make 

sure the situation you choose is a good fit.  

3. How long will the loan application process take? If you have planned ahead, you have time 

to go through lengthy loan processes, but if you are strapped for cash and payroll is approaching 

fast, you need quick money. Asking the lender how long it will take to get your money to you can 

make all the difference in that case. This will help you weed out the wrong lenders early in the 

process because their approval process just takes too long and doesn’t fit the bill. If you are in a 

pinch for cash, take a look into factoring your receivables for a quick, low cost solution.  

4. What would the estimated interest rates and the total costs be? There are a number of 

different pricing and comparison tools to help you assess and compare financing options. APR 

(Annual Percentage Rate) is one way to compare, although it should not be looked at alone. If you 

do compare based on the APR, remember that APR calculation includes all fees, so be sure you 

are comparing an APR to another APR and not just the annual interest rate. 

Asking about the interest rates and the additional fees associated is also important to know what 

the total interest cost, or total dollar cost of the loan would be. For example, if you were to borrow 

$10,000 and your total payback was $11,200, your total dollar cost would be $1,200. The dollar 

cost can show you the overall affordability and help you to easily compare cost to the expected 

return that you hope to achieve. 

https://factormyinvoicesnow.com/
https://factormyinvoicesnow.com/
https://factormyinvoicesnow.com/
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5. What would my payment schedule be?  In the old day, this question wouldn’t have been a 

concern as everyone payed monthly. But we live in a much different world now, with payment 

coming and going 24 hours a day, 7 days a week; most being sent automatic and wirelessly. 

Today’s modern payment schedules include not just traditional monthly payments, but daily and 

weekly payments as well. Knowing this in advance can save you from making a potentially costly 

mistake. If you are going to be required to have a daily or weekly payment schedule, it’s important 

to make sure your business has enough and consistent cash flow to meet that obligation.  

If your business model doesn’t support that level of cash flow, look elsewhere for your funding 

needs. Consider invoice factoring as an alternative. Simply sell your invoices to the factoring 

company, and they pay you for them up front without obligation to repay later at any interval. If 

your business has difficulty determining exactly when payments will come in, this is a great 

solution to your model’s cash flow needs.   

6. How can I make my periodic payments? You might still find some lenders out there that want 

to wait around for you to mail them a check, but for the most part, many lenders today prefer 

automatic debits via an ACH withdrawal from your business’ bank account to their own. This is a 

common practice, which many business owners find very convenient. 

This is an easy way for the lender to collect your loan payment in a timely manner. There is obvious 

benefit to them. It’s less costly and time consuming than having to manually record the payment 

for each borrower. ACH drafts benefit the borrower as well by saving you money on payments 

and hassle. Plus they go out on time, every time, ensuring you are not late and have to pay a 

penalty.  

Make sure you understand exactly what will be debited from your account with each periodic 

payment. Will it be a fixed amount or will it fluctuate. If you have a daily debit, you’ll want to 

confirm whether or not your account will be debited every day or every “business” day, so you 

can be prepared and ensure you have adequate funds in the account to ensure success. You’ll also 

want to make sure you know what to do if there should ever be a problem and there aren’t enough 

funds in your account when that payment is due. 

7. When would my first payment be due? When making a monthly loan payment, it’s logical to 

assume your first payment will be due at the appropriate time of the month following when you 

take the loan, but not always. If you have a daily repayment schedule, your first payment will 

likely be due on the next business day after you’ve taken funding of the loan. These things are 

important to be aware of. Just take a moment up front to ask.  

8. Will you report my credit history to the (BUSINESS credit) bureaus? If they don’t report, 

your payment history with the loan won’t be able to do anything to help you build an even stronger 

“business credit” profile. There are some lenders, like merchant cash advance providers, that don’t. 

So don’t assume the lender you’re interviewing with will report. This should be an important 

consideration when you’re looking at potential lenders. 

 

 

https://factormyinvoicesnow.com/
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9. Is a business loan my best financing option? 

A small business loan is not the only way to finance and grow your business. Before you jump on 

a loan offer and agree to start taking on debt, consider other options you may have for financing. 

Maybe you have friends or family who may be willing to invest in your business, as an example. 

There are a wide variety of options available to fund your small business, and each comes with its 

own set of pros and cons. Don’t make a decision without exploring all of your options first to 

ensure that a loan is the right choice for your business. 

 

 

 

 

 

 

 

 

 

https://cashforcompanies.com/
https://cashforcompanies.com
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Chapter 3 – Understanding Fees 
 

Always read the fine print. Reading, and more importantly, understanding the fine print is essential 

before signing your name to any loan. It’s critical to understand everything you’re paying for so 

that hidden fees don’t crop up and surprise you. So in that spirit, I think it would be best for me to 

take a moment to explain what you should be looking for, and what each of these fees might mean 

to the cost of your financing.  

1. Origination fee 

The origination fee on a loan is a common fee charged upfront. Like a processing fee, an 

origination fee essentially covers the administrative costs of packaging a loan. Origination fees 

can range anywhere from 1 to 6% of the loan amount, so be prepared. It may be listed as a 

standalone fee, or it could be rolled into the loan. If possible, and you can cover it, it would be 

better for you to ask for this fee to be written as a standalone fee that you can pay up front. If you 

don’t have the money to pay it, you won’t be able to do this, but if it has to get rolled in, you’re 

essentially borrowing the cost of the fee along with the loan amount. That means you’ll pay it back 

through your regular payments, which is less intrusive on you up front, but it also means you will 

be paying interest on this fee as well as interest on your loan.  

2. Underwriting fee 

Most likely this fee will be included in the origination fee as part of the cost of doing business, but 

occasionally it shows up in some agreements as a standalone fee. The underwriting fee covers the 

work of loan underwriters, who verify and review all the personal and business information you 

provide to lenders. Everything, in the lending space, has to be checked, re-checked, and then 

checked again. So while you might think you are going through lot of work to comb through the 

files to scan up the documents requested for your loan, remember there is a person on the other 

end combing through this stuff too and researching its authenticity 

3. Late payment fee 

If your loan payment is late, your lender will most likely charge you a late payment fee. There may 

be a grace period included to give you a little cushion, but this is not always the case. This fee 

usually shows up in your agreement as either a flat amount or a percentage of your outstanding 

balance. Carefully check the terms in your loan contract to see how and when this fee could be 

applied. 
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4. Insufficient funds fee 

If you have setup an automatic loan payment with your lender, you could save a little on the 

payments you make. This is due to the time and manpower savings of not having to record and 

transact payments manually. Your lender may assess a fee if your account has insufficient funds 

for the transaction to be completed because now, they will incur the manpower time to process the 

payment late. This fee may also be referred to as a bounced transaction fee or an unsuccessful 

payment fee. 

5. Prepayment penalty 

If you pay back your loan in full early, you could be charged a prepayment penalty. But why would 

you be punished for being a responsible borrower? 

The reasons are in the financials. If you pay off your loan early, the lender loses out on making 

money off interest. Considering inflation and the labor involved in processing and servicing the 

loan, they might not even have made back all their money yet. Most lenders have stopped charging 

a prepayment penalty but it is still a good habit to check the terms of your loan package to see if 

this fee exists.  

6. Closing costs 

Often associated with real estate purchases, closing costs for small business loans cover other 

expenses involved with processing a loan. These could include a business valuation or commercial 

real estate appraisal, for instance. 

For the sake of simplicity, some lenders bundle all their fees as one closing cost fee. If that’s the 

case for your small business loan, be sure to look at the full details of the loan to know precisely 

what the closing costs include. Be certain you’re paying for something that’s both fair and 

legitimate. 

7. Service fee 

Maintaining your loan costs time and man hours over the lifetime of the loan. That’s where service 

fees come from. Service fees are not always included in a loan, but if they are, they are generally 

taken as a percentage of the total loan principal or percentage of the monthly payment. 
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8. Guarantee fee 

It is quite possible this fee is one you have never even heard of before. This is because a guarantee 

fee is specific to an SBA loan. An SBA loan is a specific type of small business financing, partially 

backed by the U.S. Small Business Administration. Because they need the funding to back the 

loans, the SBA typically assesses a fee to the borrower at closing. The fee can vary with the type 

of loan and amount, and loans up to $125,000 accrue no fees.  

If you are a military veteran, generally the SBA will charge a small flat fee instead of a percentage. 

9. Payment processing fees 

Chances are you’re going to be making Automated Clearing House (ACH) payments, which are 

electronic payments also known as direct debits. Certain lenders may charge for these debits, or 

for crediting your account, based on the cost or level of work the lender encounters in connection 

to the payment.  

Similarly, if you make payments via wire transfer, both your bank and/or the lender might have a 

wire transfer fee. This could be a flat fee of anywhere from $5 to $50 or a percentage of the 

transaction, so be sure to ask and check for it in your contract. 

10. Loan packaging fee 

Sometimes, a lender will charge a packaging fee for helping you arrange financial documents and 

other information for review by the loan underwriter. If you go through a third-party platform, it 

may offer loan packaging services, too, and therefore could charge an associated fee. Be aware of 

this and ask what that fee will be up front. 

11. Referral fee 

If you apply for a loan online through a lending platform, a referral fee might be added to the loan. 

A referral fee is a charge for helping connect you to a loan. The lender often pays this fee, but 

some platforms pass this onto the borrower. Make certain you check where this responsibility falls, 

so you’re aware. 

The advantage of paying this is that a lending platform can help you quickly search for and find 

the loan that’s the best fit for your business with the best terms. 
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12. Factor fee (or factor rate) 

A factor rate is most often used to calculate the cost of a merchant cash advance, though it can also 

be used on short-term loans and invoice financing. It’s expressed as a decimal number usually 

between 1.1 and 1.5.  

In order to figure out the cost of the merchant cash advance, multiply the factor rate by the total 

amount borrowed, eg – MCA of $100,000 with a factor rate of 1.2, you’ll be expected to repay a 

total of $120,000 to satisfy the agreement. That’s an extra $20K to you, and you might have only 

needed the money for a short time. Be sure to check if an MCA loan is right for you. You might 

be better off with an alternate form of funding.  

Understanding the cost of your loan — including fees 

Borrowers should always examine and compare interest rates — and never ignore a loan’s annual 

percentage rate (APR). That’s the only way to get the full cost you’ll incur for borrowing money. 

The interest rate tells you the cost of borrowing the principal amount but doesn’t include other 

fees. The APR includes all fees into its calculation, which means sometimes a higher interest rate 

with fewer fees can actually end up as a less expensive loan. 

When shopping for loans, be sure to compare offers from multiple lenders and even consider 

different types of loans. That way, you’ll end up with the small business loan that works best for 

you. 

 

◼ MORE DEEPLY HIDDEN FEES 

Aside from actual written down fees in your agreement, you should also be aware of some other 

factors, which are hidden fees assessed to you loan. Fees such as additional rate hikes due to having 

a lower credit score add up to big money in the cost of a loan. When you're considering taking out 

a loan and have time to improve your credit score, you should devote the time to do so. 

Alternatively, look for alternate capital sources which won’t take your credit score into account. 

Sometimes they may end up cheaper in the long run than going the traditional route.  

Know your rights. Some lenders hold borrowers hostage with APRs and costs which are unethical 

and predatory. Not too long ago, I held an open call for predatory lending offers that my clients 

were receiving, and I did a YouTube exposé on them. What I found was shocking. APR rates as 

high as 500% were being charged. You might think this is illegal, but there really is no cap. The 

issue is, like I mentioned before, people just don’t take the time to read the fine print.  

https://cashforcompanies.com/
https://factormyinvoicesnow.com/
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Did you know that you might be financing (or offering financing) without knowing it? If a 

merchant offers you  a 2% discount for paying within 10 days rather than 30 days for example, 

what they are really doing is adding a 2 percent finance charge equivalent to a 73 percent APR to 

your bill because they get your money faster than agreed. Additionally, they can now sell you more 

stuff in the same period of time to further increase their profit while you remain blissfully unaware.  

In another scenario, rather than offering your customers a 10 percent discount to pay immediately 

or pay full price on Net-30 terms, consider that you may have a better alternative. Rather than lose 

10% on the profitability of your product or service, get set up with a factoring company to get 

financing which may cost you 3 or 4 percent for the month. This gives you the freedom to wait to 

receive the full payment in 30 days. In this case, financing saves your company 6 or 7 percent, 

while accomplishing your goals and not impacting your customer’s agreements with you. This is 

how thinking about discounts as financing will pay off in the long run. Go one better, and add the 

additional cost into your pricing model and use this method to actually make money and grow your 

business simultaneously. Contact one of our Business Advisors at CashForCompanies.com for 

more information on how to get this accomplished.  

Great! You are now prepared and have determined your needs. You have found 

a lender that can provide for them. Now you will need to put together your 

application and funding documents to ensure you get the money you need and 

don’t get denied. The following section will help make sure you don’t forget 

anything important along the way.  

 

Business Loan Advice 

The process of obtaining a business loan can be tricky if not downright confusing. The goal of the 

business loan is to provide your company with the financing it needs to handle its operations. 

Getting the wrong loan could put you in a position where you eventually struggle to repay the debt, 

so the goal of the business lending process should be to find the right source of capital for your 

company’s needs. Once you have gone through the steps outlined above to figure that out, you are 

ready to prepare for your application. Hint: If you aren’t sure if you are doing all of this correctly, 

consider asking of our Business Advisors at CashForCompanies.com to guide you.  

 

 

 

 

https://factormyinvoicesnow.com/
https://cashforcompanies.com/
https://cashforcompanies.com/
https://cashforcompanies.com/
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Chapter 4 – Know the Lingo 
 

 

 

Understanding the lingo when dealing with lending is important as well. 

Here are some key definitions for you to be aware of when going into the 

lending battle.  
 

1. What is an interest rate: an interest rate is the percentage of the cost of borrowing loan 

principal that is charged by the lender to the borrower. This rate is either expressed as a 

fixed interest rate, or variable interest rate. 
 

2. What is an APR?: an APR or Annualized Percentage Rate is the total cost of borrowing 

the loan amount. This includes not only the interest rate, but all other fees associated with 

borrowing, including closing fees, broker fees, origination fees, and all other fees.  

 

 

3. What is a factor rate?: Since cash advances aren’t loans, the cost of the funding is 

expressed differently. A factor rate represents a formula used by merchant cash advance 

funding companies and other alternative business financing company to express the rate of 

“borrowing”. A factor rate does not represent the total cost of the funding, as it doesn’t 

include any banking or origination fees, let alone penalties associated with missing 

payments.  

 

4. Personal credit: While the importance of personal credit varies depending upon the type 

of small business lender, virtually every lender will use personal credit history to evaluate 

a business loan application. SBA and conventional lenders tend to require minimum 

personal credit scores between 650-700, mid prime lenders usually require scores over 640 

and cash advance lenders can approve loans when the applicant has scores as low as 500. 

 

 

5. Business credit: All business lenders will also evaluate a small business’s own credit to 

evaluate a small business loan. Make sure your company’s credit score is good and up to 

date. Check it free now.  Your Company’s credit score will not only be used to determine 

whether to approve the loan in the first place, but also to price the rate and decide the term 

of the loan. 

 

6. Business collateral: Depending on the type of loan a small business is seeking, they may 

be required to provide business collateral to get approved for the loan. Such collateral may 

include personal real estate, equipment and machinery, inventory or a company’s account 

receivable. Having sufficient collateral to cover the cost of the loan is generally required for 

https://nav.nkwcmr.net/c/1420479/194031/2410?u=http%3A%2F%2Fwww.nav.com%2Fresource%2Fhow-to-establish-business-credit%2F
https://nav.nkwcmr.net/c/1420479/194031/2410?u=http%3A%2F%2Fwww.nav.com%2Fresource%2Fhow-to-establish-business-credit%2F
https://nav.nkwcmr.net/c/1420479/194031/2410?u=http%3A%2F%2Fwww.nav.com%2Fresource%2Fhow-to-establish-business-credit%2F
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more traditional loans, whereas with cash advances no collateral is required (although a 

general lien may be placed on the company’s assets). 

 

 

7. Personal collateral: Some small business lenders will require that the applicant provide 

their own personal property and assets as collateral for their company’s loans. Since most 

loans are personally guaranteed by the small business owner, all of their assets are at stake 

should the business fail to repay the loan. 

 

8. Net worth: Having sufficient net worth is generally a requirement for traditional and SBA 

financing. The lenders will require the business owner provide a personal financial 

statement during the application process, and require that their personal assets are worth 

roughly the same amount of the loan itself. If your personal net worth is insufficient, or you 

do not wish to disclose it, consider going with a factoring company for funding as they are 

less concerned with your financial situation than they are of your customer’s finances.   

 

 

9. Difference between term and amortization: While there may be confusion between the 

two, the differences between a term and amortization are quite simple. A term, is the period 

of the loan when the small business will be paying interest. The amortization is the time 

when the small business will pay off the entire loan. When the term of a loan reaches its 

end, that means the small business will then need to renew their term or renegotiate a new 

term. 

 

10. Business assets: A traditional or alternative business lender may require some sort of 

collateral for the loan being provided to the small business. To prepare for this, you should 

put together a list of all your company’s assets along with the fair market value for each 

asset, whether they are tangible, intangible or intellectual property. 

 

 

11. Personal assets: As part of the underwriting process involved with conventional and 

personal assets to ensure you have enough assets to help the lender recoup some of its losses 

should your small business fail to repay the loan. Lacking sufficient personal assets may 

preclude you from getting conventional or alternative lending. 

 

12. Learn about Confession of Judgment: a COJ is a legal document often used by merchant 

cash advance funding companies as part of the funding process. A confession of judgment is 

an admission and final judgment agreed upon by the small business borrower before the 

loan is provided. While confession of judgments are banned in certain states, the 

overwhelming majority do allow for them. 

 

13. DSCR: is a ratio used by business lenders to help understand the small business’s ability to 

repay their debt. Debt service coverage ratio (DSCR) is a calculated by dividing net 

operating income by the annual debt accumulated by the small business. For many 

conventional and SBA lenders, they will look to see a debt service coverage ratio is 1.1 or 

better. 

https://cashforcompanies.com/
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14. Origination fee: small business lenders don’t just make money servicing the loan once its 

put in place, it takes man hours and resources during the application, underwriting, funding 

and wiring processes that costs the lenders money. To help compensate for these resources 

being used a lender will almost always require an origination fee to cover some of these 

expenses. This is just the cost of doing business and should be expected so plan ahead when 

requesting to find out what those costs may be.  

 

15. Prepare for a UCC search: A Uniform Commercial Code lien is something a small 

business lender will file against a small business when they provide financing to them, so 

as to give notice to the public that the lender has first rights to the business’s assets should 

they fail to repay their financing. By informing the public, they are letting other lenders 

know that should they also provide the business with a loan, they will have to wait until the 

first lender is repaid before they could seek-out business assets in case of default. It is 

important to note that having a UCC on file could cost your business the ability to obtain 

additional financing elsewhere until that obligation has been satisfied. However, this is not 

always the case. Ask your UCC lien holder if they would be willing to subordinate some of 

the assets being held to the new lender you are seeking to work with.   

 

16. Know the difference between gross revenue and net revenue: Many times, we tend to 

get caught up with the total revenues a company brings in when judging a company. While 

it’s important to take into account total revenue, what many lenders will focus on most is 

net revenue. Gross revenues are the total income a company brings-in, whereas net revenues 

represent the amount of money left over after all business expenses are paid. While a 

company may bring-in substantial gross revenues, that doesn’t include the costs of doing 

business. If their costs are larger than the revenue they bring in, the company isn’t profitable. 

Having profitability shows a lender how much free cash you’d have left over to repay a loan 

should they decide to fund the business. 

 

17. Understand covenants: as part of the lending process, particularly when it comes to lines-

of-credit, factoring and accounts receivable financing, the lender may put restrictions on 

how the financing is used. The point of the covenants is to clearly lay-out what activities 

the financing can be used for, and clearly explain what purposes the financing cannot be 

used for. This is not always the case, but you should always be aware and look out for it. 

 

18. Due Diligence: involves a lender researching and analyzing a borrower’s credit, revenue, 

cash-flow and other obligations when deciding on whether to provide financing, as well as 

pricing the financing. 

 

19. EBITDA: short for earnings before interest, taxes, depreciation, and amortization is an 

indicator some lenders (almost always conventional or asset based middle-market lenders) 

use to help determines a company to service its business debt.  
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Chapter 5 – Types of Small Business Lending  

 

 

 

1. Conventional: Banks and conventional lenders can 

provide rates that are lower than all other commercial 

lenders, as well as provide terms that are longer than 

alternative lenders provide. Additionally, bank fees are 

much lower than some of the higher-rate alternative 

lenders. 

 

2. SBA: Financing provided by conventional lenders 

that take advantage of the SBA enhancement program – 

meant to encourage conventional lenders to provide 

affordable financing to small businesses that wouldn’t 

have received it without the enhancement. 

  

3. Alternative: Non-bank loans offered by online 

lenders, marketplace lenders, and fintech business lenders. 

Alternative loans generally have affordable rates, even if 

the rates aren’t quite bank-rate. Talk to one of our Business 

Advisors at CashForCompanies.com for more information 

about alternative options which may be available to your 

business.  

 

4. AR financing: A form of asset-based financing in 

which you leverage your small business’s accounts 

receivable for collateral to obtain a short-term loans or 

business line-of-credit to use for working capital purposes. 

The outstanding receivables are used as collateral. 

 

5. Factoring: This type of business financing is like AR 

financing in that invoices are uses as basis to obtain 

financing. The difference is that with factoring, the 

invoices are not used as collateral, but instead sold directly 

to the factoring company in exchange for business 

financing. Rates are typically lower when factoring, but 

there are things to watch out for. If you’re planning to 

factor, we recommend seeking the advice of a good 

factoring broker to navigate the process. 

 

6. Private Business Loans: private lenders are 

generally loans offered by a group of investors for fast 

growing small businesses, and businesses with substantial 

https://cashforcompanies.com/
https://cashforcompanies.com/
https://cashforcompanies.com/
https://cashforcompanies.com/
https://factormyinvoicesnow.com/
https://factormyinvoicesnow.com/
https://cashforcompanies.com/
https://cashforcompanies.com/
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assets. Other private lenders focus solely on commercial real estate loans such as mortgages, 

bridge loans and hard money loans. 

 

7. Commercial Real Estate Loans: Financing that is used to purchase or refinance commercial 

or investment real estate. The commercial real estate collateralizes most commercial real 

estate loans itself. 

 

8. Asset Based Loans: A way for a company to obtain working capital for its operations use by 

monetizing the assets on the businesses’ balance sheets. Most common forms of asset based 

lending relies on real estate, accounts receivable, equipment and/or inventory as collateral 

for the ABL. 

 

9. USDA Loans: A type of business loan administered by the US government meant to 

encourage financing to small businesses in rural communities with less than 50,000 

inhabitants. 

 

10. Bridge Loans: a form of short-term financing used temporarily until a more permanent 

financing solution is completed. Bridge loans are used for both commercial real estate 

financing, as well as for working capital purposes. 

 

11. ACH Cash Advance: This involves selling your company’s future business revenue in 

return for upfront financing. With an ACH loan the repayment to the lender is made by 

having a set amount taken from the company’s business bank accounts each day until the 

advance is repaid. Be aware that this type of lending is very risky and will come with greater 

cost and fee to your business for use of the funds. 

 

12. MCA Split Advance: Similar to an ACH advance, an MCA split is also the sale of the 

company’s future receivables. The receivables used in an MCA advance are credit card sales, 

and repayment is made by splitting each day’s credit card sales with the funder until repaid. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

https://cashforcompanies.com/
https://nav.nkwcmr.net/c/1420479/194031/2410?u=https%3A%2F%2Fwww.nav.com%2Fresource%2Fbusiness-credit-cards-for-startups%2F
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Chapter 6 – Prepare your documents for the 
lender & get the money you need! 
 

 

1. Know your options: It’s important for a small business owner to know all the credit 

options available so they can make the best choice for their company. The fact is, the rates 

of small business loans vary greatly, as well as the terms and fees associated with the loan. 

Knowing all your financing options allows small businesses to make smart decisions that 

will aid with the company’s obligations and growth. 

 

2. Shop for best rates: This should go without saying. But in order to shop for the best rates, 

terms, amortizations and fees, a small business owner needs to do their research and 

homework so that they are fully-informed on all the options available. Remember: every 

extra dollar spent on rates and fees, is a dollar that could have been spent on other business 

uses, or even profits directly to the business owner.  

 

3. Apply for enough money: There are always unforeseen expenses that arise in normal day-

to-day business operations. The last thing you want to do as a small business owner is 

borrow money that isn’t sufficient to meet your needs. If you don’t get enough money the 

first time, you may find yourself seeking additional business loans that will be much more 

expensive than the first. 

 

4. Look outside region: Almost all the time, the preferred way of going about obtaining 

financing is to walk into the small business’s local bank and apply for a conventional bank 

loan. Unfortunately, such small banks have a very low approval rate (between 5-20%). 

Looking for a lender outside your immediate community will open up the opportunities 

and chances of being approved. 

 

5. Know what lenders are looking for: Every lender has their own specific criteria for funding. 

Some lenders put a heavy focus on business and credit history. Some small business lenders 

focus more on future cash flow and projected profitability. But what every lender looks for 

is the ability to repay the loan. Showing that you have the ability to fully-repay the loan 

comfortably is the most important think you can do when applying for a small business 

loan. 

 

6. Consider an SBA-enhanced loan: Loans that are guaranteed by the Small Business 

Administration have some of the best rates and structures available for growing small 

companies. The purpose of the SBA lending program is to encourage traditional lenders to 

provide financing to small businesses that wouldn’t be able to get a bank loan without the 

SBA guaranteeing a portion of the loan.  

 

7.  Consider alternative sources instead of going into debt: After you’ve tried to obtain a bank 

or SBA loan, but still find yourself locked-out of conventional bank-rate financing, using 
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an alternative lending solution might turn out to be a better option for your business. While 

there are many names for loans that are the mid point between a bank loan and a high-

interest advance (like mid prime loan, institutional loan or Fintech loan) the rates and terms 

all pretty much look the same, with rates between 8-25% and terms ranging from 2-5 years. 

Factoring, on the other hand is a different scene. Factors can go as low as 1% without 

having a loam involved at all. Contact one of our Business Advisors at 

CashForCompanies.com to find out more.  

 

8. Cash advance last: Because of the high rates associated with merchant cash advances, this 

type of small business financing should be considered only after all other funding options 

have been exhausted. While a merchant cash advance has its appeal in that they require 

very few documents, much lower credit scores than traditional financing, and can fund in 

a fraction of the time of a conventional lender, the price paid for a cash advance is 

prohibitive at times. Check out CashForCompnies.com for better alternatives to this form 

of funding.  

 

9. Be current on your commercial real estate mortgage: Mortgage information is needed 

for most business loans, especially when looking to refinance and/or consolidate their 

mortgage debt. But this information isn’t only required for commercial real estate loans, 

but for nearly all loans. A lender will want to make sure that the borrower is current on 

their existing mortgage before providing financing. Being behind on one’s mortgage will 

almost certainly be declined for funding. 

 

10. Prepare for a down payment: While most alternative lenders (fintech, factoring, 

merchant and business cash advance) don’t require a down payment to obtain financing, 

nearly all conventional lenders will require some sort of down payment to ensure that the 

borrower has some skin in the game, and to make sure that they don’t start off their loan 

underwater. Usual down payments for conventional loans (especially when dealing with 

commercial real estate) are somewhere between 10-25% depending upon collateral, credit 

and ability to service the debt. 

 

11. Show business profitability: One of the factors used to determine financing by 

conventional and some alternative lenders, is profitability. Lenders will look at trailing 

profits, and then project what profits may be in the future. From there they will then 

calculate how much debt your company will be able to service comfortably, and then use 

that to help calculate the funding amount along with rates and terms. 

 

 

12. Show your company’s growth: While a lender will look at how your business has 

performed in previous years to decide if to approve your loan, and then underwrite the 

facility, they are still funding based on future revenues. Showing a positive trend in both 

growth and net revenues is a big plug in both getting approved, and getting the best rates 

and terms for your small business. 

 

13. Positive balance in bank accounts: To get funded for a merchant cash advance, the cash 

advance funding company will sign-in to the small business’s bank account to verify that 

https://factormyinvoicesnow.com/
https://gudcapital.com/fintech-business-loans/
https://factormyinvoicesnow.com/
https://cashforcompanies.com/
https://cashforcompanies.com/
https://cashforcompanies.com/
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the information provided during underwriting was accurate. What they will also look for 

is whether the business currently has a positive balance. If your bank accounts are negative, 

the funding company may very well deny funding you. 

 

14. Make sure you don’t have tax liens: One way to ensure that your company loses access 

to the great rates and terms offered by traditional lenders is to have income tax liens. Tax 

liens are almost always an automatic disqualifier to conventional financing, and absolutely 

disqualifies your company for SBA financing because the Small Business Administration 

requires all companies seeking a SBA loan to be in good standing with the government. 

 

15. If tax liens, make sure in payment plan: While having tax liens will prevent many small 

businesses from getting approved for a traditional or SBA financing, it doesn’t prevent 

your company from getting all financing. Merchant Cash Advance (high interest rate) and 

Factoring (lower interest rate) lenders will provide many companies with tax liens with 

access to funding – especially if the tax liens are also in a payment plan. 

 

16. On time with current lender: If you have an existing small business loan or line of credit, 

you’re going to want to make sure that you’re current with your lender/creditor. The fact 

is, no lender is willing to provide a subordinated loan to a company that is already in bad 

standing with their current lender, with one exception. Factoring Companies are much less 

concerned about your business’ credit and more concerned about the credit of your 

customers who would have to pay them back for the money they advanced. In this case, 

being behind to a current creditor may not be a disqualification, but could still be a 

consideration.  

 

17. License up to date: If your small business is required to have specialized licensing for 

your industry, you’re going to need to make sure that you have such licenses, and to make 

sure they are also up-to-date. Failing to provide a proper licensing is almost always a 

disqualifier for most small business lenders. 

 

18. Have good online reviews: While small business lenders will look at a number of different 

factors to evaluate your business during the approval process, some alternative lenders will 

also look at the online reviews of your business to get a feel for business health. If your 

clients and customers seem happy, it’s a sign of a healthy business. If your company is 

obtaining terrible reviews, it’s not only a reflection of the company, but also makes 

customers less likely to seek your services. 

 

19. Do not settle: Sometimes business owners find the entire financing process intimidating and 

daunting. Because of that, many small business owners tend to settle for the first loan offer 

that meets their financing needs, without shopping for the best rates and terms. And often 

times these business owners find themselves regretting the rash decisions because they find 

that the higher rates and short terms put enormous stress on cash flow and reduces 

profitability. As mentioned earlier, predatory lenders count on this. Be careful to read the 

fine print, or you may be paying up to 500% back for the quick relief you settled for. This 

would not be in your favor, and could destroy a small business. Ask your Business Adviser 

https://gudcapital.com/business-loans-with-tax-liens/
https://factormyinvoicesnow.com/
https://factormyinvoicesnow.com/
https://nav.nkwcmr.net/c/1420479/194031/2410?u=http%3A%2F%2Fwww.nav.com%2Fresource%2Fhow-to-establish-business-credit%2F
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about all the funding options available to your business at CashForCompnies.com before 

making a final decision.  

 

20. Consider using a business loan broker when you can: If you feel that you can comfortably 

navigate the business lending process without the help of a middle-man, then by all means 

do it. However, you may find it useful to use a Financial Broker who can help you obtain the 

financing you need. Going through a broker, if you have the right one on your side, can help 

ensure that you get the best rates at the best terms. They may also increase the cost of the 

loan because many lenders will price the cost of their broker commission directly into the 

loan. By avoiding using a broker, you may reduce the total cost of financing, but you may 

also end up paying more than you should overall.  

 

21. Avoid upfront fees from brokers: While some small business loan brokers will ask for an 

upfront fee to help obtain you a business loan, absolutely avoid paying them. Good brokers 

are paid for success, meaning they will only get a commission if the borrower is funded. Bad 

brokers will require upfront fees, and then disappear – leaving the small business owner out-

of-cash, but also left stranded to fend for themselves. If the business loan broker is any good 

at their job, they will only agree to be paid when you get funded. Give us a call at 

CashForCopanes.com today and talk to your Business Adviser about funding options. There 

is no charge.   

 

22. Get your taxes done: While many small businesses will file for a tax extension, putting off 

filing your taxes may hurt your chances of obtaining financing. Every single conventional 

business lender, and many alternative business lenders will require your most recent taxes (if 

not 3 years) of both business and personal taxes. Not providing them will almost certainly 

lead to your application being declined. 

 

23. Have financials audited: While audited financials aren’t required by alternative lenders 

such as factoring companies, some conventional lenders may require them. If not, audited 

financials have more weight than unaudited financials, and will help with the approval and 

underwriting process. The fact is, financials that are audited are much more credible than a 

printout from Quickbooks. 

 

24. Understand what a prepayment penalty is and plan accordingly: Lenders make their 

money off of upfront fees, and the interest paid back during the course of the loan. The 

interest that makes the loan profitable to the lender, come directly from you. One way to 

reduce your cost of borrowing money is to pay off the loan early and reduce your interest 

payments. Many lenders aren’t willing to walk away empty-handed, so they charge a penalty 

for paying-off your loan early. Knowing this, you should search for lenders with minimal or 

no prepayment penalties, and do your best to pay off the loan as quickly as possible. 

 

25. Learn about what your late charges will be: while no company ever plans on missing a 

business loan payment, certain situations may arise that cause a small business to miss a 

payment. Its important to understand what the penalties would be before entering into a 

financing agreement with the lender. 
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26. Make sure payments are spread out: The last thing you want to do is borrow money, only 

to find yourself in a worse cash-flow position. Do your best to ensure payments are spread-

out as far as possible. There’s a big difference between making one monthly payment, and 

having to make daily payments (which, if you miss, you will get charged additional fees). 

Now, granted, every business owner wants to have the best repayment schedule available, 

but to make sure that happens requires researching lenders for the best repayment structure 

available. 

 

27. Prepare your Business tax returns: Depending on the type of business loan you’re seeking, 

the lender may very well request your business tax returns, not only for the financial 

information provided, but also so they can look at and verify the business’s structure. 

 

28. Include K1 statements: These statements are used by corporations and partnerships to 

report each shareholder’s portion of deductions, credits, income and losses. A lender may 

use this statement to verify how much each owner’s equity is, to make sure a sufficient 

percentage of the ownership is agreeing to the loan. Alternatively, skip this step entirely and 

protect your shareholders by taking the loan out of your financial plan. Check out Alternative 

funding sources available to your business which don’t involve getting a loan at all. Visit 

CashForCompanies.com for more information and a FREE Consultation.   

 

29. Review your Income statements: these statements, often referred to as a profit and loss 

(P&L) are a financial report that shows revenue and expenses for business operations during 

a year or portion of a year. After revenues and expenses are calculated, lenders like to see a 

net profit that can show your small business’s ability to repay the new business debt (loan). 

 

30. Review and include the Balance sheets: These statements are a summary listing of all the 

company’s asset, liabilities, and the company’s shareholder equity. Lenders will often 

analyze a company’s balance sheet to see if they have enough collateral to support the loan. 

The purpose of the collateral is to make sure the lenders have some way of recovering losses 

should the small business default on the loan. 

 

31. Prepare a schedule of liabilities: a debt schedule lists all existing debt a small business may 

have, along with the name of the creditor, the original amount loaned, the date the loan was 

funded, the current balance of the business loan, interest rate of the loan, along with the debt 

payment schedule. 

 

 

32. Make sure AR schedules are in order: Accounts payable aging reports and schedules 

report how much a company is expecting to receive from its clients over the course of the 

next few months. AR schedules generally lump invoices into three groups: under 30 day 

invoices, 30-60 days and 60-90 days. 

 

33. Have a business plan: Not all lenders require a business plan (particularly alternative 

lenders) but many traditional lenders require a business plan so they can evaluate whether 

the funds are going to be put to proper use, and to make sure the plan in sound. The fact is, 

the lenders want to get repaid, and the best way to ensure they’ll be repaid is if the business 
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succeeds. Providing a business plan that clearly lays-out your company’s path to success is 

helpful during the loan application process. 

 

34. Prepare realistic projections: Depending on the type of small business loan you are 

seeking, traditional or alternative lenders may ask for projections of future revenue in the 

future months or years. While we all like to be optimistic in how well our businesses will do 

in the future, make sure to be realistic with your projections. You don’t want to scare the 

lender off. If the lender believes your projections aren’t credible, he may feel that you aren’t 

credible, either.  

 

35. Prepare a resume: While not all lenders require a personal resume of the business owner, 

some conventional lenders (particularly SBA lending institutions) will require a resume 

showing that you have sufficient experience in the field that your business is operating. 

 

36. Include your Articles of incorporation: In order to get a small business loan or alternative 

financing of any kind, you need to show that your small business has all required licenses 

and incorporation documents.  

 

37. Be prepared to hand over Bank statements: Bank statements are used by both traditional 

and alternative lenders during the underwriting process. But, while bank statements are 

needed for a small part of the underwriting process, and alternative business lender will be 

much more reliant on bank statements. Some alternative lenders are even solely reliant on 

bank statements to analyze a small business’s cash-flow. Others won’t even loo at your 

business accounts. Ask your Business Adviser about the best options for you at 

CashForCompanies.com today. 

 

38. Have your Business Credit Report cleaned up and inspection ready. Much like a personal 

credit report, a business credit report is a summation of the company’s past history of meeting 

its financial responsibilities. Common credit reporting agencies used by lenders are Experian, 

Dun & Bradstreet and Equifax. If you are using your personal credit to fund your business, 

check out our article on building your business credit here.  

 

39. Include a 1003 Form: is a form used commercial and residential real estate lenders to 

process real estate applications. Created by Fannie Mae, this form is the standard for the 

industry. 

40. Include all Promissory Notes: a signed legal document stating that a borrower will pay a 

certain sum of money on a specific date named in the contract, to a specific lenders or 

creditor. 

 

41. Have your Credit card processing statements handy: For small businesses seeking 

financing using their merchant processing account – called merchant cash advances – you’ll 

need to provide between 3-6 months merchant processing statements. The funding company 

will evaluate the statements and then decide on how much they can lend you (based on the 

number and total volume of transactions). Repayment to the lender occurs by having a small 

percentage of each day’s processing transactions remitted to the funding company. 
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42. Provide lease information: If you don’t own your commercial real estate but, instead, lease 

the commercial property, you’ll need to provide proof of most recent rental/lease payment. 

If for some reason you have fallen behind in your company’s rent, it’s a major red flag for 

the lender. Chances of getting approved for a small business loan when you’re late on your 

rent will make a lender think the same will happen with your monthly payment to them. If 

you are in this particular situation now, stop looking for a loan and start looking at Factoring 

your invoices to provide quick cash flow. This provides more stability for the business and 

will ensure that it has the short-term capital needed to operate.   

 

43. Be ready to provide landlord info: almost all lenders will want to contact your company’s 

landlord to both verify the company’s business location is legitimate, but to also make sure 

the company is current on their lease payments. A company that is unable to verify their 

business location and/or is behind on their lease payments will have difficulties getting 

funded. 

 

44. Make sure you have an EIN number: this nine digit number is assigned by the Internal 

Revenue Service and is used for identification purposes. All corporations, partnerships, 

LLCs, sole proprietors, and non-profits must present an EIN in order to get financed by a 

lender. Without an EIN you’ll find it impossible to get a business loan. 

 

45. Get an appraisal done: If you’re looking to purchase commercial real estate, refinance your 

commercial real estate, or obtain working capital using your commercial property as 

collateral, you’ll either need to get an appraisal, or have the lender hire their own appraiser. 

Usually, if your appraisal has been completed within the past 18 months, the lenders can 

recertify the appraisal. 

 

46. Insure Title and liability insurance is up to date: This type of insurance protects the 

borrower (and by extension the lender) should there be some sort of technical defect in a title 

to a piece of commercial real estate. 

 

47. Have utility bills ready: when a company seeks a merchant or business cash advance, the 

funding company will ask for minimal documentation. But the borrower will need to provide 

proof of their business address. One of the documents a funding company may ask for is the 

small business’s utility bill showing a clear business address. This is to ensure the business 

is not attempting to defraud them by listing a mailbox for hire as a brick and mortar business 

front.  

 

48. Provide list of inventory and its value: Many traditional and alternative lenders will require 

the small business borrowers to provide a listing of all business assets. One of the assets a 

company can show is a full listing of all your company’s inventory, along with the 

inventory’s value. While a lender will never provide the purchase price retail costs as 

collateral, they can use some of the inventory’s value when looking at assets and collateral. 

 

49. Flood certification: If your company sits in an area designated to be a flood zone, lenders 

may will require the small business to obtain federal flood insurance. The lender wants to be 
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repaid for the loan, and if they know that your company is at risk of flooding, they want to 

make sure that your insurance will be able to cover the costs of the loan repayment. 

 

50. Environmental site assessment: For most traditional lenders and SBA lenders looking to 

provide financing secured by commercial real estate there will be a requirement to get a type 

of environmental due diligence. If the commercial real estate was used by a company 

identified at “environmentally sensitive industry” the lender will required to have an 

environmental site assessment as part of the due diligence process. 

 

51. Provide Certificate of Good Standing: Nearly all lenders, regardless of whether traditional 

or alternative, will require a Certificate of Good Standing. This certificate is offered by each 

state and shows that your company has met is requirements to operate as a business, and is 

compliant. This certificate goes by other names including “Certificate of Authorization” and 

“Certificate of Existence”. 

 

52. Get a business valuation: Not every lender will require your small business to get a 

valuation before providing financing. In fact, not many will. But if you’re looking to sell 

your company, of if you’re looking to acquire another company, some conventional business 

lenders will like to see a proper or realistic business valuation. 

 

53. Include relevant Franchise agreements: if your small business is part of a franchise, a 

document that many conventional lenders will require before approving and funding your 

company is a franchise agreement. This agreement between franchisee and franchiser gives 

your small business consent to use its brand and business model in return for compensation. 

 

54. Include a Statement of personal history: formally known as Form 912, a statement of 

personal history, is a form used exclusively in the SBA lending process to help determine 

character and credit eligibility. Essentially, the form asks about the small business borrower’s 

criminal history, and then uses the information to check against Federal Bureau of 

Investigation indices. 

 

55. Decision logic-login: when a company is seeking a merchant cash advance or business cash 

advance they are required to provide their most recent bank statements, and the cash-flow 

shown in the statements are used to determine funding. In order to make sure that the bank 

statements supplied haven’t been fraudulently doctored, a cash advance lender will usually 

require you to verify the information by accessing your online banking to check to make sure 

the information provided in the statements were accurate. 

 

56. Digital signature: To obtain nearly any type of business loan, a credit check will need to be 

run on the small business and it’s owners. In order to authorize a credit check, a signed 

application by the small business will need to be provided to the lender. While most lenders 

will require a hand signature, many if not all will accept a digital signature provided the IP 

address and license number are provided. 

 

57. Prepare an SBA 1919 – borrower information form: This form is used to collect 

identifying information about the SBA 7(a) business loan applicant, loan request, business 
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debt, information about the company owners and other previous financing information about 

your small business and you and your partners as its principals. 

 

58. Include an Executive summary: While not required by most alternative lenders, a small 

business executive summary is simply an overview of the business, how much they are 

looking for, and an explanation of the use-of-funds. This is usually required by conventional 

lenders to help them fully-understand the financing overview to help them decide if they 

should offer a pre-approval and move into further discussions. 

 

59. Supply contracts as needed: During the underwriting process a business lender will try to 

get an understanding of what your company’s finances will look like in the future (as they 

are funding based not only your financial track-record, but also your expected revenues in 

the future). Supplying contracts showing expected earnings may make it easier to obtain 

financing, if not required by the lender to secure financing. 

 

 

 

Summation 

As you can see there is a ton of information to take into account when a small business is 

seeking financing for their company. Understanding all your options and the processes with 

getting funding can be confusing for many to understand. If you need help with the 

application and funding process, please feel free to reach-out to one of our Business Advisers 

at CashForCompnies.com, and we’ll help you navigate the funding process to help you get 

the right business loan. 

 

Laws, and regulations are constantly in flux, and as such, we cannot guarantee the 

information in this publication will remain accurate to the time that you are reading it. The 

information contained within should be viewed for its informational guidance only and 

should not be considered when searching for any legal or tax advice. 
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