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From Green Lights to Red Flags: 
A Real Look at Business Loan 
Preparation

03/04/2026

Opinions expressed during this 
presentation are personal 
opinions only and are not 
necessarily those of Gesa Credit 
Union. 

Some of these examples reflect 
how Gesa reviews financials, 
and not every bank or credit 
union approaches them the 
same way (though most do ).
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Who is Gesa?

Stands for: General Electric Supervisors Association

Headquarters: Richland, WA
Second Largest Credit Union in Washington
Branches: 40 in Washington and Idaho
Another 23 branches located in High Schools across WA

Not New to Commercial Banking: Over 16 years and 
over $1 Billion in Loans

• Credit Unions are NOT FOR PROFIT
• NO Shareholders
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What you will learn today!

• Factors Influencing Loan Approval (The 5 Cs of Credit)

• The Personal Financial Statement 
• Working Capital
• Debt Refinance
• Recognizing and Avoiding Risky Financing Methods
• Essential Business Resources
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Factors Influencing 
Loan Approval 

How to know when your ready 
to apply for a loan

•Solid Business Plan
Lenders want to see a well-thought-out plan that explains your business model, revenue streams, and 
how the loan will help you grow. 

- Clear Loan Purpose
SBA loans can be used for working capital, equipment, real estate, or refinancing debt. You should be 
able to clearly state why you need the loan and how it benefits your business.

- Ability to Repay
Lenders will evaluate whether your business generates enough cash flow to cover loan payments. Strong 
personal credit and business financials increase your chances of approval.

- Best for Growth or Strategic Needs
Because of the longer timeline, SBA loans are ideal when planning for expansion, refinancing, or long-
term investments—not urgent survival funding.
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Common mistakes first-time 
borrowers make

•Unrealistic financial projections
Submitting only annualized numbers or overly optimistic growth assumptions undermines credibility 

•Incomplete or inconsistent documentation
Missing tax returns, unsigned forms, or mismatched ownership percentages across documents are the #1 cause of 
delays.

•Weak or vague loan purpose
Saying “growth initiatives” or “expansion capital” is too broad. Lenders want precise breakdowns (e.g., $250K to 
purchase an ABC Machine and $150K for working capital for 3 months payroll and operating expenses).

• Ignoring personal credit issues
Late payments, liens, or judgments WILL stall deals. First-time borrowers often fail to check their credit reports in 
advance or provide explanations for legitimate issues.

What documents to gather

•Business Tax Returns – typically the last 3 years. 
•Personal Tax Returns – last 3 years for all owners with 20%+ stake
•Personal Financial Statement (More information later)

•Lease Agreements – if renting business space.
•Resumes of Owners/Key Managers – showing relevant 
experience or “dotted line experience”
•Cash Flow Projections – usually 12–24 months forward.
•Schedule of Business Debt – list of all current loans and 
obligations.
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Character- Business & Personal
Let's talk about Business Credit

• Have business credit BUT….

• Not all institutions report to business credit reports

• Business Credit Cards

• SBA Loans

• Your vendors do!

• Don’t focus on business credit…focus on good PERSONAL

credit.

• You should never have to pay for business credit.
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Character- Personal Credit Score

• www.annualcreditreport.com

800+ No Credit Issues- Using credit properly  
700- Maybe one issue or one credit card being used above average  
600- High credit utilization | a few late payments  
500 or less- Large amount of issues
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Character- Personal Credit Score
Client:  “I have an 800-credit score… I can get what ever I want.”
Lender: Declined
Client: What!? Why?
You have great credit, but no income= Decline.   Credit doesn't repay loans, income does.

• Fix your credit if you have issues.
• Settlement vs. Payoff

Payment history (35%) | Credit utilization (30%) | Length of credit history 
(15%)  |  New credit inquiries (10%)  |  Credit mix (10%)  |

• Never close your oldest credit card- No Matter what!

• Bankruptcy's (Doesn’t matter the type)

• Must be discharged  (The death of most deals)

Capacity/ Cash Flow

Tax Returns, Profit & Loss, Balance Sheet
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Capacity/ Cash Flow
• Debt to Income- Not used in Commercial/Business
• Historical Tax Returns

• Just a current Profit and Loss isn’t ideal- Anyone can make a profit and loss
• Secondary income goes a long way
• A lender will look at how much personal income you need from 

the business if you don’t have secondary income
• If you have too much personal debt this can kill the deal. 

• Small Loans/Sole Proprietorship- Can underwrite using Global 
Cash flow

• Income from Business and personal combined

Prove to the lender that you can afford 
current and new debt! 

Grow my Business

Meet Stan
Kind of a Big Wheel Automotive
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Stan current has a loan for about $36,000 that he used so 
he can start offering tire services. 

He has seen an increase in sales and needs to buy 
another lift for about $95,000

Context:
Stan has a 702-credit score

Business has been around for 3 years
Stan worked for another mechanic for 10 years before starting his own 3 years ago

Bottom Line Earnings- $350

Add Interest Exp- $4,000

Add Depreciation- $61,750

Add Amortization- $0

TOTAL: $66,100

That $66,100 means that you have money left over to pay debt. 

Existing Debt (Tire Machine) 

$425/month in Debt Payments 

$5,100/ year in debt payments

New Debt (Lift):    

$1,450/ month in NEW debt payments

$17,400/ year in debt payments

Total debt payments (year): $5,100+$17,400=$22,500

$66,100/ $22,500- 2.93x

You can afford these payments 2.93x times

Lenders want 1.25x or better

Would you approve this 
loan for Stan?
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When Character and Cash Flow 
come together

How could this business owner mess things up?

Grow to fast, make silly decisions, buy to much, 
expanding to quick, not tracking expenses, spending 

tax money, failure to keep cash reserves, thinking they 
know better than the bank, poor inventory 
management, overdependent on 1 client 

Balance Sheet Example
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Capital

• How much do you have invested in the 
project?
• 5%....ok
• 10%... Better
• 15%... Ok more than the minimum
• 20%... Now we are talking
• 25%+… Your serious!

• What assets does the business have?
• Accounts Receivable (Diverse, Who, Amounts?)
• Fixed Assets
• Goodwill or Intangible Assets…..not so much

Lenders want to see that you have contributed your own funds, 
showing a personal commitment and reducing their risk.

Capital

Never ask the banker…

How much can you give me?
OR

What am I pre-qualified for?

• HAVE A PLAN!
• Business loans are more risk that a car loan or mortgage
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Collateral

Are you all in? 

…or having us take all the 

risk?

Conditions
• Why do you need the funds? Make sense?

• Loan Structure (term etc.)

• Industry Conditions

• Economic Climate

• Regulatory

• Your employees/team/management
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The Personal Financial 
Statement

• Your Net worth
• $500,000 loan… $500,000 net 

worth
• Negative is NOT good and is a 

nonstarter for most. 
• Smaller Net worth, smaller 

loan amount.

• Fixed Assets
• Personal debt load
• Sources of Income
• Rainy Day
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Working Capital

What is Working Capital?
Current Assets - Current Liabilities = Working Capital      

$73,900 - $50,450= $23,450
This business has $23,450 in cushion/working capital
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What is Working Capital?

• Payroll, rent, utilities, supplies
• Manage cash flow timing gaps

Customers pay you in 60 days and you have bills you need to pay this month. 

• Seasonal fluctuation
• Short Term opportunities

Low-cost inventory

• To support growth and expansion
• Maintain vendor trust (discounts?)

What is NOT Working Capital?

• Long term asset purchases
• Buy another company
• Debt repayment beyond terms
• Owner Withdraws/Personal Expenses
• Speculative Investments (Crypto)

• Excess Inventory
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Debt Refinance

Refinance debt for my business

Meet Karen & Bill
Bad Luck Construction
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• Karen and Bill have been in business for 12 years
• They have seen costs increase and sales decrease over the last 3 years
• Credit Scores are 625/640- No late payments just high debt utilization
• They need $375,000 to refinance business debt accrued due to the issues with business
• They have a house that has $500,000 in equity

What is EBITDA: Earnings before Interest, Taxes, Depreciation, and Amortization

EBITDA:
(201,617) 
+45,000+75,000= 
(81,617)

Debt to Refinance:
$4813/month 
($375,000)
$57,756 per year

(81,618)/57,756= -1.41x

5 C’s
• Character- Credit is ok no late payments
• Capacity- Cash flow is negative
• Capital- They have been using personal debt to finance the 

business. 
• Collateral- They have a house with a lot of equity
• Conditions- Construction industry is down, Tariffs and 

increased cost of goods, and no one is building currently. 

Would you approve this loan?
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Recognizing and Avoiding 
Risky Financing Methods

37

38



3/5/2026

20

Factoring

Merchant Cash Advance (MCA)
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Hard Money
Real Estate Based

(Flip Houses/Quick Close/Low Credit)

Bad Timing

Meet Steve
Steve’s Transmission
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• Has a commercial building worth $900,000

• Owes $200,000 on the building (Note is due)

• Successful business for the last 50 years with solid cash flow but 
just not paying his bills. 

• Owes $75,000 in back taxes

• Has 2 months to pay or business is getting shut down

• Bank Said no.     WHY?

• Had hard money broker do a loan for $275,000 (Refi Building and Taxes)

• 15% Rate, 2-year term building as collateral

• Bank will refinance that in 2 years once the “dust has settled”

Essential Business 
Resources
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Score.org/Spokane
• Helpful Templates
• Loan Preparation
• Financial Documentation assistance

Insurance Agent

Business Attorney

Banker

CPA/ Accountant
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sbalending@gesa.com

www.gesa.com/sba
www.paultlong.com
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