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Using Creditor Tools – Cash Flow: The Lifeblood of Business 

Mastering Cash Flow Analysis for Sustainable Lending

In the realm of credit risk management, cash flow reigns supreme as the primary determinant of a borrower's ability to repay debt. Like water flowing through a dynamic system, the movement of cash into and out of a business dictates its liquidity, operational health, and ultimate solvency. This Credit Risk Memo delves into the critical methodologies of cash flow analysis - from the foundational components of operating, investing, and financing activities to the specific techniques employed by lenders to assess repayment capacity. A profound understanding of cash flow is not merely an accounting exercise, but a strategic imperative for both borrowers aiming for financial resilience and lenders seeking to build sound, secure portfolios.

Cash Flow

Like water in a slide, business cash flow - the actual cash transferred into and out of a business - is generally the primary source of repayment (PSOR) for most loans, and therefore, is of paramount importance to all stakeholders. Loans are meticulously underwritten with a comprehensive credit analysis to determine the strength, consistency, and trend of this PSOR. 'Positive cash flow' unequivocally indicates that a company possesses the inherent ability to repay future debt payments, fund operations, and potentially reinvest in growth. Conversely, negative cash flow suggests a business is burning through cash, indicating that spending is consistently exceeding inflows, a situation unsustainable without continuous external funding.

Cash flow originates from three distinct categories of business activities, each providing a unique perspective on how a company generates and utilizes its liquidity:

	Operating Activities: These represent the main, day-to-day revenue-generating activities of the company. Direct cash receipts from customers, including the collection of accounts receivable, constitute the primary inflows. Disbursements will include essential outflows such as inventory purchases, general operating and administrative expenses, wage expenses, interest expense, and income taxes. The net result of these activities, adding the receipts less the disbursements, shows the net cash flow available from core operations, reflecting the company's efficiency and profitability in its primary business.







	Investing Activities: This section captures cash flows related to the acquisition and disposal of long-term assets and investments not related to operations. Cash receipts in this category typically arise from the sale of property and equipment, the collection of principals on Notes Receivable, or the sale of any investment securities. Corresponding disbursements will include cash paid for the purchase of new property or equipment (capital expenditures), loans made to others, and the purchasing of various securities. The difference between these receipts and disbursements yields the net cash flow from investments, indicating how a company allocates capital for future growth or divestment.


	Financing Activities: This segment reflects how a company obtains and repays capital from external sources. Cash receipts from financing activities include any stock issuances (equity infusions) or new borrowings. Conversely, cash disbursements arise from activities such as stock repurchases, dividend payments to shareholders, or principal loan repayments. The net difference in these receipts and disbursements will be your net cash flow from financing activities, illustrating how the business funds its operations and investments, and manages its debt and equity structure.


Cash flow is analyzed using several methods, complementing traditional accrual accounting, including the traditional method often used by lenders, uniform cash analysis, direct and indirect methods, and free cash flow. Following are two common examples:

Traditional Method (Lender's Adjusted Cash Flow for Debt Service)

This method commonly utilizes a metric similar to Earnings Before Interest, Taxes, Depreciation, and Amortization (EBITDA) as a proxy for cash flow available to cover debt service requirements. The 'traditional method' is frequently employed in lending analysis due to its relative simplicity and the accessibility of the required information, particularly when detailed cash flow statements are not readily available or sufficiently granular. 

However, it's crucial to understand its limitations: it does not fully account for changes in working capital (i.e., growth in accounts receivable or inventory, or a slowdown in accounts payable), significant capital expenditures, or the impact of additional borrowings or repayments beyond scheduled principal and interest.

The calculation typically proceeds as follows, aiming to derive a measure of cash generated by operations before debt obligations are met:

	Net Income (The amount of net income reported on the most recent annual income statement, typically after taxes)

	(+) Interest Expense (Add back the total amount of interest expense for the period, as this cash was used for financing but is available before debt service)

	(+) Depreciation/Amortization (Add back all non-cash depreciation and intangible asset amortization recorded for the period. Note: This figure explicitly excludes principal amortization on debt, as principal payments are part of the 'Debt Service' subtraction.)

	= Cash Flow Before Debt Service (This represents the approximate cash flow generated from operations available to cover fixed debt obligations, often used as an EBITDA-like proxy for debt service capacity)

	(-) Debt Service (Subtract the total scheduled principal and interest payments required on all outstanding debt for the period)

	= Excess (Deficit) Cash Flow (This total amount indicates the surplus or shortfall of cash flow for the period after satisfying all scheduled debt service obligations)

	= Coverage Ratio (Calculated as 'Cash Flow Before Debt Service' divided by 'Principal and Interest Debt Service,' providing a critical measure of the borrower's ability to cover their debt payments from operational cash flow)







The Direct Cash Flow Method

Over a given period, the cash flow statement prepared using the direct method provides a clear and transparent view of the actual cash inflows and outflows from a company's operations, investments, and financing. Basically, it serves as a robust reconciliation of the company’s balance sheet and income statement by directly showing the net increases and decreases of cash activities in these areas:

Cash Flow from Operating Activities:

	(+) Cash from customers

	(-) Cash paid to suppliers

	(-) Cash paid to employees

	(-) Cash for prepaid assets

	(-) Interest expense

	(-) Income taxes

	(+) Interest income = Net cash from operations







Cash Flow from Investing Activities

	(-) Purchase for PPE

	(+) Cash from equipment sales

	Change in investments, intangibles = Net cash from investments







Cash Flow from Financing Activities

	Change in short-term liabilities

	Change in long-term liabilities

	(+) Common stock issuance

	(-) Dividends paid = Net cash used in financing activities







Net increase/decrease in cash

Cash at beginning of period

Cash at end of period

Individual Cash Flow

Personal cash flow analysis is crucial for individuals who guarantee commercial loans, or for owners of small businesses where personal and business finances are often intertwined. To calculate the cash flow and debt service coverage using individual federal tax returns, the actual cash received will need to be meticulously determined, together with all debt service requirements paid by the individual(s), personal taxes, and reasonable living expenses. For example, using a federal tax return, the calculation often involves:

Wages


(+) Interest Income

(+) Dividends

(+) Net Income/Loss + Interest + Depreciation from: 


	Schedule C (Profit or Loss from Business)

	Schedule E (Supplemental Income and Loss)

	Schedule F (Profit or Loss from Farming)



= Beginning Cash Flow

(-) Less Taxes (Federal and State Taxes)

(-) Less Living Expenses (Consider a reasonable and verifiable annual living expense amount)

= Cash Flow Before Debt Service

(-) Individual Debt Service: (Subtract individual’s scheduled principal and interest payments for all personal debts)

= Excess (Deficit) Cash Flow (Represents the discretionary cash available after all personal debt service and living expenses)

= Coverage Ratio (Cash flow before debt service divided by individual’s principal and interest debt service, indicating the personal capacity to support the commercial loan)



Importance to You

	Get on the Same Page with the Creditor; Convey You’re Doing Your Best: During a serious economic downturn, it’s entirely possible there will be widespread conditions of default. Some loans may need to be materially restructured altogether. Until and when those conditions are present, you need to just do your best. That’s it. Your ability to repay, and the root causes for your current situation, will need to be effectively documented and communicated.




Chances are, you’re very familiar with your financial statements, as well as the type of cash flow statements you’re used to providing the lender. If you’re not well-versed in cash flow and need additional clarification, utilize your CPA, or research and review the numerous examples of cash flow statements available online. Determine the root cause behind any deteriorated financial performance. Show the lender you’re doing your best, even though the numbers are underperforming. Engage in constructive dialogue about the numbers until there is a mutual understanding. Also, when you report to the lender, be sure your statements are from consistent periods (i.e., annually, quarterly, monthly) year over year, etc. Year-to-date financial reporting for interim periods is also important. 


Consistent financial reporting makes it possible to observe trends and help eliminate any misinterpretation of cash flow for any given business cycle or reporting period. You should request a copy of the 'financial spreads' from the creditor showing all your analyzed financial statements. The closer the stakeholders are on the same page, the better.



	The More Debt Service Coverage Cushion, the Better: When the creditor originated your 'long-term' loan, he no doubt installed a debt service coverage (DSC) covenant. The minimum coverage was likely a DSC ratio of 1.25x. They want $1.25 of available cash flow to service every $1.00 of debt. There needs to be some cushion in there, because if it’s less than 1.00x, you may potentially fall short on being able to repay. Depending on the level of deficit cash flow, it doesn’t necessarily mean that you have a serious financial condition that you can’t work out of. 




It may be an indication that your business is in a growth stage and you just need some working capital financing to assist with the growth in assets (i.e., accounts receivable, inventory). But if you are experiencing sustained operating losses, don’t expect the creditor to fund those losses with additional borrowings. If you understand what’s causing the losses, you should be able to make certain decisions to remediate the same while renegotiating your existing debt.



	Know, Thoroughly Know, the Root Cause of Any Cash Flow Deficiencies: Again, assume there are structural long-term issues affecting your cash flow, like a sustained decline in sales revenues, or other increases in operating expenses. In a severe case, this will likely end up being a modified loan work-out situation if performance doesn’t improve in the short-term. Therefore, you have to absolutely know and understand the root cause of there being deficient cash flow. If you understand the root cause, you’ll know the solution and about how long it will take to remedy. Don’t just assume the lender knows and sees what you do. 




But, if you don’t fully understand the actual reason(s), you can’t properly fix the problem, and you’ll lose or frustrate your credibility and relationship with the lender. So, you have to be well-prepared, make a repayment plan to fix the problem that caused the stressed cash flow. There’s nothing wrong with communicating with the lender either. Maybe the stakeholders could use a few minutes visiting and discussing performance. Again, you have to know the root cause so you can fix it, knowing how you will do it, when you will do it, how much it will cost, etc. Ask questions, talk to your CPA, the creditor, or read on. 


But, don’t stop digging until you know you understand your cash flow picture, how it came about, how it will be resolved, and document your assumptions, or your way out of it. You need to present a repayment plan to your creditor and convince them to accept it, or otherwise reach the best possible win-win arrangement. If you really ‘get it’ and are totally convinced you can and will bring the plan to fruition, getting to that level of commitment is called ‘ownership.’ This will come through ‘loud and clear’ to the creditor. He needs to see that you own this.



	You’re the Captain of Your Ship, But...: The creditor needs to feel secure enough that if he decides to ‘jump into the boat’ and do a work-out loan with you, as you ‘head out to sea,’ he will be okay and make it to the intended destination. You need to see and appreciate the position it and the other creditors are in as you address your cash flow dilemma. Take a fresh look at your current balance sheet. What’s the relationship of debt (creditor) to equity (you)? 




You thought you owned all your assets, right? That is the case, but how much of those assets does the lender have a senior priority interest in, versus your interest? It’s likely the lender has a larger stake in the assets than you do. If the leverage is 2:1, the lender has 2x more debt capital than you have equity capital. If it’s higher than 3:1x or even in the 5:1 plus range, well, you pretty much had better be well-prepared in presenting your repayment plan. Why? Because the creditors have 3x or 5x plus more interest in the business assets than you do, that’s why!



	How to Get to Being ‘Prudent’ by Your ‘Best Efforts’: When you ask creditors to get in your boat and go out to sea with you, depending on the leverage, they have a lot more to lose in the business than you do. Yes, the creditors (generally) have much more to lose than you do. So, before you think this is all about you, do your homework and be well-prepared to have a legitimate and compelling conversation. You are certainly empowered to do this because you’re the one who signed the Promissory Note, Loan Agreement, not to mention a personal guarantee. 




When there’s an economic downturn, it can get ‘beyond difficult,’ because if the money isn’t there, it isn’t there. What do you do? You do your homework and let your documented debt resolution plan be based on a ‘best efforts’ basis. Sometimes that’s hard to reconcile in one’s mind because they know they must meet or exceed their covenanted financial performance thresholds. But it’s just not possible sometimes, so you must go to ‘best efforts’ mode. The pro forma cash flow statement will have to project that. The creditor will recognize your ownership and effort, although the cash flow will probably not be what he expected (will likely be much less), but it is your best-efforts plan. Therefore, your plan should be considered a prudent plan that both can agree upon. It will be a ‘win-win.’ Lenders are supposed to be prudent lenders. That’s how you get to being ‘prudent.’



	This is Not a ‘One and Done’ Repayment Pitch: When you are ‘out to sea’ for a few months with your repayment plan, update your financials and send them to the creditor(s), regardless if there is a financial reporting requirement to do so or not. Take ownership, and show the creditor if you’re performing to plan or not. Be proactive, and defend your financial performance. If you’re ahead of schedule, explain why. Communicate. Overly communicate. 




Build a relationship of trust, clarity, and understanding. You may need the creditor’s assistance soon, possibly more than once or twice, which is perfectly fine. This isn’t a ‘one and done’ situation. You’re going to stay with this until the issues or problems are resolved, and your loans are repaid.



	Don’t Take Any of Your Creditors for Granted: Creditors will likely have more into your business than you do, and it may always be that way for most small businesses during the growth years. So, don’t take any of your creditors for granted, be they the vendor suppliers, or the long-term lenders for your office/warehouse. They granted you credit in good faith that you will repay pursuant to the underlying terms and conditions, and likely have charged you a competitive and reasonable market rate of interest and fees. 




So, when your cash flow is deficient, that’s not the creditor’s fault. If you see yourself blaming your creditors for your problems, then please think again. Based on experience, you’d be mistaken to not demonstrate full ownership for your business, and therefore well-advised to reconsider your relationships with each creditor. Seriously, who is responsible for, and regardless for the reason that caused you to experience financial difficulties, the deficient cash flows? If you’re the owner, then you are responsible. Your decisions may not have led to the deficient cash flow, but you still own this business and you are responsible for it. 


So, act like it, especially if you made decisions that negatively impacted your cash flows. And negotiate in good faith. You should and will be expected to live up to all the terms and conditions of your Promissory Note and Loan Agreement.



Cash flow is the lifeblood of any successful enterprise, serving as the paramount indicator of its financial viability and its capacity to meet ongoing obligations. This Credit Risk Memo has underscored that robust cash flow analysis, moving beyond mere profitability, provides critical insights into the operational health, investment strategies, and financing structure of a business. 

For borrowers, a profound and granular understanding of your cash flow - its sources, uses, and underlying drivers - is not merely an accounting exercise but a strategic imperative. It empowers you to anticipate challenges, proactively communicate with lenders, and demonstrate a clear path to repayment, even amidst economic headwinds. Conversely, a failure to grasp your true cash flow picture, or to transparently communicate its realities, can rapidly erode lender confidence and jeopardize access to vital credit. 

Embrace the discipline of rigorous cash flow management, for it is the ultimate determinant of your business's ability to not only survive but to thrive and honor its commitments, solidifying trust and securing its long-term financial health.
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Using Creditor Tools - Global Cash Flow Analysis 

The Grand View: Understanding Global Cash Flow for Comprehensive Credit Assessment

In the intricate structure of commercial credit, while direct business operations provide the primary repayment source, and collateral serves as the secondary, the full picture

Cash Flow Analysis: Global





Creditors Want to See the Big Picture



Getting to a Global Cash Flow Coverage Ratio



Importance to You

	Construct a Bridge Across Any ‘Grand-Canyon’ That Exists Between the Parties: For several good reasons, creditors may have a hard time getting sufficient documentation from you so they can perform an accurate global cash flow analysis. It will likely not be because they don’t understand how to do the analysis. The primary reason will likely be because you have not submitted sufficient financial documentation. And why might that be? Maybe it is due to the lack of mutual respect and trust between you and the creditor. Stressed relationships mean less transparency, but it doesn’t have to be that way. 









	A Cooperative Workout Situation is Best: Hopefully you appreciate how a solid global cash flow statement can be used to come up with a viable repayment plan. All the obligated sources of cash flow are ‘on the hook’ anyway should the creditor need to pursue a forced global liquidation and recovery solution. And, if you are honest and willing to abide by the loan documents you promised to follow, you will happily accept the documented financial reporting you’re required to submit to the creditor. 












Using Creditor Tools - Pro Forma Cash Flow Analysis

Forecasting Resilience: The Strategic Imperative of Pro Forma Cash Flow Projections


Cash Flow Analysis: Pro Forma Projections



Importance to You

	Think Reasonable, Supportable, Documented Assumptions and Conclusions: At the end of the day, a well-prepared business cash flow pro forma statement is one of the best tools to use when negotiating a workout situation, loan modification, extension, or payment deferral. Special attention must be paid to your actual and expected cash flows in a potential workout situation. If you’re in a deteriorating financial condition, analyze your financial statements and identify precisely why and for what reason the deterioration has happened. 









	Just Tell the Truth, Regardless of How Bad the Numbers Are: Again, depending on the severity of your financial condition, you may need to prepare the cash flow statement to include amounts, by month, for the next 12 months, quarterly, semi-annually, or annually. If there’s risk of imminent failure, cash flow statements may be prepared daily as well (i.e., daily reporting on accounts receivable collections). Cash flow statements will show the stakeholders your estimated cash position, but be sure to not just appease the creditor by showing the cash position you think the creditor wants or expects to see. 









	Simplify and Report the Cash Flow Statement, as Needed: For smaller, less complex small businesses, it’s reasonable to simply prepare, say a single cash flow statement, by month, for each of the next 12 months (plus the 12-month total), and simply list all cash receipts (inflows) together: Cash sales/collections from accounts or notes receivable, sales proceeds from property and equipment, sale of investment securities, issuance of stock, proceeds from new borrowings, and cash from other sources. The same holds true for the cash disbursements (outflows): property and equipment purchases, investment securities purchases, inventory purchases, general operating and administrative expenses, wage expenses, interest expense, principal payments, and income taxes. 












Using Creditor Tools - Contingent Liabilities: Unmasking Hidden Risks

The Imperative of Understanding 


Contingent Liabilities







Importance to You

	Surprise, Surprise, Surprise; a Contingent Liability Can Sink a Perfectly Sound Ship: A perfectly good lending relationship can be upended when a debtor walks into the creditor’s office and drops the keys on the desk and says he’s effectively bankrupt. The creditor may be surprised and asks how could that be? The credit file shows a strong financial statement, abundant liquidity, and even strong cash flow for debt service coverage. Yes, and now the debtor is essentially bankrupt? The creditor thought he had a customer who was a well-seasoned investor, so what could possibly have gone wrong? 







	None of the Stakeholders Should Be ‘Surprised.’ That’s Not Good Lending: The key take-away here is the fact that when financial deterioration occurs, the financial status of the debtor may take on unexpected changes. The business and personal financial statements on file may, in reality, take on a whole other look when push comes to shove, and unknown contingent liabilities are identified. You need to be exceptionally clear with your creditors as to your full debt profile and be sure to explain all legal obligations in sufficient detail so there’s no misunderstanding, including any contingent liabilities. Even if the creditor doesn’t require or ask for full copies of every legal entity you have an interest in, you should still provide the same to the creditor so it can see the entire financial picture.










Using Creditor Tools - The Deep Dive into Financial Statements and Tax Returns

Unlocking Financial Health


Financial Statements, Tax Returns: Analysis




A Deep Dive Credit Repayment Analysis



Typical Observations of Credit Analysis



Importance to You

	If You Don’t Know, Ask; Share and Fill in the Gaps for Mutual Understanding: Does it come as a surprise to you that the creditor does such an in-depth credit analysis of your financial statements and tax returns? Creditors really do attempt to understand the root causes for your financial performance, and can readily determine the prospect of repayment. Creditors are required to risk-rate or assign the appropriate loan grade to match the credit risk for your loans. You should find out what your current risk grade is, and ask to be notified when that grade changes. It helps to know what the creditor is possibly thinking when economic conditions have deteriorated and are negatively impacting your business. 










Using Creditor Tools - Don't Let Your Financials Go Stale

The Critical Role of Interim Financial Statements in Lending



The Danger of Stale Financial Information




Importance to You


Know Your Reporting Requirements – And Stick To Them




Embrace "Ownership" and Transparency






Using Creditor Tools - Navigating Financial Reporting: Understanding Creditor Requirements


Financial Statements, Tax Returns: Requirements



Company-Prepared Financial Statements / Tax Returns (Loans up to $1 million)


CPA-Compiled Financial Statements / Tax Returns (Loans from $1 million to $3 million)


CPA-Reviewed Financial Statements / Tax Returns (Loans from $3 million to $5 million)


CPA-Audited Financial Statements (Loans over $5 million)



Common Financial Statement Protocols



Personal Financial Statements (PFS)



Importance to You

	The creditor is relying on your complete and accurate financial reporting: A reminder may be in order. Financial statements, the language of business used to determine whether you are financially sound or not, are fully relied upon by the creditor as being complete and correct in all material respects. Anything else is fraudulent. Your required signature, usually in the form of an attestation that the information is valid, gives the creditor your good faith assurance that its lending decision is based on the truth, the facts.







	Misleading or inaccurate financial statements and tax returns: Now, fast forward to a very difficult and financially challenging time where your business is in serious financial jeopardy. How easy would it be to provide financial statements that you know are not accurate or are otherwise misleading as to their preparation date and the amounts listed?














Using Creditor Tools - Decoding Financial Health: A Deep Dive into Key Ratios


Ratios: Financial


Profitability Ratios


	Gross Profit Margin – The spread between the sales prices and the cost of the goods sold, indicating the profitability of core sales activity:



	Operating Profit Margin – The profit percentage remaining after the cost of goods sold, and selling, general, and administrative (SG&A) expenses are deducted, reflecting the efficiency of core operations:



	Net Profit Margin – The net profit generated from each dollar of sales after all expenses, including taxes and interest, have been accounted for:



	Return on Assets (ROA) – Shows the rate of return generated on the average assets employed by the company. This is also considered an efficiency ratio, as it measures how effectively assets are utilized to generate earnings:




Efficiency Ratios


	Sales to Assets (also known as the Asset Turnover ratio) – Shows the dollar amount of sales generated by each dollar invested in assets, reflecting overall asset utilization:



	Inventory Days on Hand (INVDOH) – Shows the average number of days inventory is held before being sold, indicating inventory management efficiency and potential obsolescence risk:



	Accounts Receivable Days on Hand (ARDOH) – Shows the average number of days it takes a company to collect its accounts receivable, reflecting the efficiency of its credit and collection policies:



	Accounts Payable Days on Hand (APDOH) – Shows the average number of days a company takes to pay its suppliers, indicating its payment terms and cash management:



	Sales to Net Fixed Assets – The dollar amount of sales generated for each dollar invested in fixed assets, assessing the productivity of long-term assets:



	Return on Equity (ROE) – Measures the rate of return generated on the owner’s equity, indicating how effectively shareholder funds are being used to generate profits:



	Operating Cycle – The number of days financing is needed to convert raw materials into cash from sales, a critical measure of working capital management:



Leverage Ratios


	Debt to Total Assets – Represents how much external debt is used to fund assets, indicating the proportion of assets financed by creditors:



	Debt to Net Worth – The relationship between outside debt versus owner’s equity, showing the reliance on debt relative to ownership capital:



	Debt to Tangible Net Worth – A more accurate leverage analysis due to the elimination of intangible assets (i.e., goodwill, patents), providing a clearer view of leverage against hard assets:



	Debt to EBITDA – Compares total obligations (and debt) to the cash generated from operations before non-cash expenses, indicating the capability of making payments from operational earnings. EBITDA stands for earnings before interest, taxes, depreciation, and amortization:



	Interest Coverage – Determines how easily a company can pay interest on its outstanding debt from its operating earnings, a key indicator of debt service capacity:



Liquidity Ratios


	Current Ratio – The ability of the current assets to pay current liabilities, indicating short-term solvency:



	Quick Ratio – The ability of the current assets, less inventory (which is often the least liquid current asset), to pay current liabilities, providing a more conservative view of immediate liquidity:



	Working Capital – The dollar amount of current assets over current liabilities, representing the net amount of readily available funds to cover short-term obligations:



Importance To You

	It is imperative that you understand what the creditor is understanding: Facing a loan modification or workout with your creditors requires that you understand precisely how they are evaluating your financial health. Ultimately, you have to think ‘root causes’ too. Of course, you understand what is happening in your business (i.e., declining sales, eroding margins), but what are the fundamental reasons behind these trends? Are there deeper, more core issues contributing to 'that' happening? Do you see any long-term trends developing? The creditor is actively using financial ratios to understand these emerging trends as they compare the ratios period over period.






	Working capital is like fuel for your plane: The strategic decisions you make for your business may be compared to the many instruments in an airplane cockpit. You’re the pilot, and you own the controls, all the buttons, and dials. How you use them equates to the decisions you make every day.










	No excuses; you must know your ratios and what they mean: Especially in an economic downturn, is there any excuse for you not to know and understand key ratios and the root causes behind your company’s performance? Do you think your creditor will sit down, give you a copy of the credit analyst’s ‘financial statement spread,’ and discuss your financial performance? Of course, you’d think. If things are bad, you may feel that your lender is looking for a parachute, or a life rescue boat if you’re not doubtful and unprepared to answer its questions (i.e., regarding your exit strategy).
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