
Lending Challenges and 
Solutions for Growing 
Your IAD in Today's Economy

Independent ATM deployers are faced with many challenges in today’s quickly changing payments 
environment. New technology is being introduced at a rapid pace, consumer's are demanding more technology-
based payments, fraud is increasing and IADs are under pressure to find new sources of revenue in a world
where interchange is shrinking — to name just a few.

In order to thrive IADs are going to need capital to evolve their business model, grow by purchasing additional
portfolios and upgrade their fleets to EMV.
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Cash is a Growth Industry 
In fact, a recent Federal Reserve Study revealed 
that cash is the most used retail payment method
and that 40 percent of all consumer transaction 
activity involves cash. With these numbers in mind, 
it is no surprise that the payments industry, despite
facing many challenges, is growing.

Despite the positive outlook for cash and consumer
ATM use, IADs are faced with a slew of difficulties
when attempting to obtain loans for tasks that will
help their businesses grow such as marketing, hiring
new sales representatives, opening new locations,
acquiring routes, upgrading office technology or 
buying out existing partners.

IADs, especially small and mid-size organizations
with limited hard assets, are seeing these funding

Cash is a Growth Industry
difficulties due to tight credit markets, uncooperative
venture capital firms, regulation and bias towards
the industry. 

Fortunately, there are alternative methods to obtain
capital for businesses that are looking to grow.

Challenges for IADs Seeking Capital
One of the biggest challenges for IADs is the current
tight credit market for small businesses. While there
has been significant talk of economic recovery in 
the US, that relief has not yet spread to the small
business sector.

Meredith Whitney, CEO of Meredith Whitney Advisory
Group, LLC, has warned that small business credit
has “contracted at one of the fastest paces of any
lending category" and that small business loans are
hard to find.

“Not only have small-business owners been unable
to find new credit over the last four years,” said 
National Small Business Association President and
Chief Executive Officer Todd McCracken, “nearly a
third have had their existing credit slashed and one
in 10 had their loans called in early.”

http://www.frbsf.org/cash/publications/fed-notes/2014/april/cash-consumer-spending-payment-diary
http://www.supergfunding.com/
http://www.supergfunding.com/
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A study from the Federal Reserve of Cleveland found that, while the
number of small businesses has increased since 2007, the number of
small business loans dropped by 344,000 from 2007 to 2012. 

“Typically, ISOs and IADs try to get a Small Business Administration loan
from their local bank or take out a home equity loan against their home,”
said Darrin Ginsberg, CEO of Super G Funding LLC. “This rarely results
in enough lending eligibility to meet their business needs.”

The largest factor in lending difficulties for ISOs and IADs is that banks
simply don’t understand the business model; banks have strict credit
criteria based on eligible collateral, and residual streams are not a
traditional asset to borrow against. Banks also have to know how ISO
and IAD residual streams evolve in order to properly manage that risk –
something institutions are unlikely to look into unless they are focused
on lending to payment processing-based businesses.

OPTIONS FOR OBTAINING CAPITAL

1. Equity Investors
Fortunately for ISOs and IADs, there are other ways to raise capital for
business growth than debt financing through loans. Equity financing, for
instance, allows a business to sell shares of the company to investors.
This process provides an infusion of cash, without the risk of debt. 

Examples of equity investors are:

• Venture Capital Firms – professional investment organizations
• Angel Investors – typically individuals that have a personal interest 
in seeing a business or business sector succeed

• Public Investors – a highly regulated practice of offering company 
shares to the public 

• Corporate Investment – capital provided by an established 
company in exchange for a stake in the business

As equity investors rarely have the same rights as debtors, companies
are not required to repay the original investments should the business
collapse. Since there is the risk of losing their investment should a 
business fail, equity investors require higher returns than lenders and
usually demand a seat on the board and require approval for any major
changes or expenditures – often taking control out of the hands of the
IAD’s management team.

While there has been 
significant talk of economic 
recovery in the United States,
that relief has not yet spread 
to the small business sector.

“Not only have small-businesses
been unable to find new credit
over the last four years nearly 
a third have had their existing
credit slashed and one in 10 

had their loans called in early.”

The largest factor in lending 
difficulties for ISOs and IADs 
is that banks simply don’t 

understand the business model

http://www.clevelandfed.org/research/commentary/2013/2013-10.cfm?WT.oss=small%20business%20loans%20dropped%20by%20344,000%20from%202007%20to%202012&WT.oss_r=3
http://www.clevelandfed.org/research/commentary/2013/2013-10.cfm?WT.oss=small%20business%20loans%20dropped%20by%20344,000%20from%202007%20to%202012&WT.oss_r=3
http://www.supergfunding.com/
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2. Selling Off Part of the Businesses
Another option for ATM deployers is to sell part of a portfolio. Selling
is a much more straight forward transaction, without the risk of losing
control of the business. Multiples paid to purchase ATM portfolios,
says Ginsberg, can range from 12 to 35 times monthly residuals, with
larger portfolios commanding the highest multiples.

However, it is recommended that IADs only sell their portfolios when 
attempting to leave the business. “A portfolio sale can be 30 to 60 percent
more expensive than borrowing against residuals,” said Ginsberg.
“Sales also take longer to execute, often 60 days or more, and proceeds
are treated as taxable income.” 

Companies looking to stay in the business and maintain a portion of
their portfolio also have to account for loss of residual income from the
sale, making certain that their overhead is covered once a portion of
their main income stream is lost.

3. Borrowing Against Residuals
There is a third option for IADs looking to grow while avoiding investors
and maintaining their portfolio – borrowing against residuals. 

Residual loans are often easier to get than bank loans and can be
funded in five to seven business days. “Because a residual loan’s 
criteria is based on an IAD’s residuals, , credit history of the owner 
is not as big a factor as with a traditional bank loan,” Ginsberg said.
“Instead, the lender looks at the past 12 months of residuals, what
makes up the residual stream, how those residuals are performing 
and then bases the risk factor on those criteria.” 

Unlike a cash advance product, a residual loan doesn’t take a cut of
each day’s transaction fees. Instead, it takes monthly draw-downs for 
interest and principal before the borrowing IAD receives their residuals
— typically the following business day.

Borrowers often qualify for loans amounting to five times their monthly
residual streams, he notes.

How Super G Funding
Can Help You Grow

Super G Funding understands
the IAD market, including the
history of payment processing
and the value of residuals. 

With over 20 years experience
building ISOs, including three
exits, Super G is uniquely 
qualified to finance IADs.  

Over the past six years, Super G
has provided capital to hundreds

of ISO and ATM operators.  

“Our knowledge of the IAD 
business model, combined with
our relationship with processors
enables Super G to move faster,

and fund you quicker than 
anyone else in the marketplace.”  

http://www.supergfunding.com/
http://www.supergfunding.com/
http://www.supergfunding.com/
http://www.supergfunding.com/

