Grant Thornton

Managing banking
relationships—your banker
can be an important ally

Management issue paper

The manager of your banking institution
just phoned. She wants to know when your
year-end financial statements will be ready
for their annual review. As well, once again
you have just learned that your account
manager has been moved to another
branch. Here we go again — it took two
years for the last one to understand your
business.

This scenario touches on the frustrations
that many owners or business managers
have in dealing with their bankers. For
many of these entrepreneurs it is a facet of
their business they would rather ignore, or
at least delegate to someone else. However,
the provision of adequate credit facilities,
for most businesses, is a critical factor —
one that cannot be ignored.

An important ally

Far too many business owners or operators
dread their bankers and consequently
experience trouble in dealing with them.
You should not. Your bankers are people
who will listen and respond, particularly if
you take a bit of time to manage the
banking process.

The key to a successful banking
relationship is full and frequent
communication. If you spend time with
your banker, this process will serve to
reinforce the opinion your banker has
developed about you and your business
sense. It is very important to do more than
meet with your banker just once a year —
you have to build a relationship with him
ot her. Bankers are people in a people
business. It's as simple as that. If you take
the time to teach your banker about your
business, the more comfortable he or she
will become in assisting you with your
financial needs. It's not the numbers that
drive the business; it's the people that drive
the numbers.

How to do it better

If you mange the process effectively, the
experience can be positive for you and
your business. Below are a few tips to help
you manage your banking relationship
effectively.

e Before your next presentation to your
banker, call your account manager and
try to learn as much as you can about
the institution's standard lending
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policies, such as margin requirements on
accounts receivable and inventory,
suggested ratios for debt to equity
compatisons, current assets to current
liabilities, cash-flow levels, etc. Use your
own internal numbers to calculate these
ratios prior to your meeting. If your
results fall outside of their suggested
levels, be prepared for questions on how
and when you can meet their criteria.

e Keep the communication channels alive.
Remember, bankers don't like surprises.
If you can see trouble ahead be sure to
notify your banker as eatly as possible.
For example, if you might be looking for
additional financing soon, advise your
banker early in the process rather than
leaving it to the last minute.

e Make sure that you and your accounting
staff are fully versed on all aspects of
every account in your balance sheet and
income statement. Your ability to
identify and interpret your financial
results will increase your banker's
confidence in you and your
organization.

e Be honest. You'll be surprised how well
an honest approach is received no
matter how bad the news. Bankers
understand business, they know that
things don't always go according to plan.

e Be conservative and thorough in the
preparation of any business projections
prepared for your banker. If you make
budget or surpass it, you'll add credibility
to your internal financial reporting
ability.

e Know your marketplace. Bankers look
for more than just financial results. The
items considered "off" your balance
sheet, such as your knowledge of the
marketplace and your business acumen,
are often as important as your financial
statement results.

Presenting results

What is the best timing for presentation of
your year-end results? The earliest date
possible. If you get your year-end financial
statements to your banking institution soon
after year-end, it will make your account
manget's job easier. It will also highlight
your organizational ability to deliver
promptly.

Your Grant Thornton adviser can assist
you with your banking relationships. He or
she knows you, your business, and how to
deal with the banking community. This
combination again adds credibility to your
organization because bankers respect the
opinion of independent professionals.

Our banking system, though conservative,
is one of the best in the wotld, and bankers
genuinely want to help their customers.
Banking institutions, like all businesses,
know that a key to their success is
successful customers. When managed
properly, dealing with your banker can be a
very satisfying relationship for both parties.
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About Grant Thornton in Canada
Grant Thornton LLP is a leading Canadian
accounting and advisory firm providing
audit, tax and advisory services to private
and public organizations. Together with
the Quebec firm Raymond Chabot Grant
Thornton, Grant Thornton has more than
3,100 people in offices across Canada.
Grant Thornton LLP is a Canadian
member of Grant Thornton International
Ltd. We’re next door, we’re nationwide,
and we’re worldwide.

About Grant Thornton
International Ltd

Grant Thornton International Ltd is one
of the world’s leading organizations of
independently owned and managed
accounting and consulting firms providing
assurance, tax and specialist advisory
services to privately held businesses and
public interest entities. Grant Thornton
International Ltd and the member firms
are not a worldwide partnership. Services
are delivered by the member and
correspondent firms within Grant
Thornton International Ltd. Member and
correspondent firms operate in over 100
countries wotldwide. Grant Thornton
International Ltd is a non-practicing
international umbrella organization. Any
and all references to Grant Thornton
International are to Grant Thornton
International Litd.

A listing of Grant Thornton offices and
contact information can be found on our
website at: www.GrantThornton.ca
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We have made every effort to ensure information in this article is accurate as of its issue date. Nevertheless, you should not consider
it technical advice for yourself or your organization without consulting a professional business adviser. For more information about this

topic, please contact us. We are happy to help.
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