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Example Bank
Income Statement

(]
A bank's primary sources of revenue

Interest & Fee Income o
(Interest Expense)
Net Interest Income

Interest paid by bank
to depositors

£
(Provision for Credit Losses) Money set aside

Net Interest Income after Provision based on the
Expected Loss of

Other Income all existing loans
(Personnel Expense)
(Other Expenses)

Profit Before Taxes
(Income Tax Expense)

Net Income
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1,000 commercial
customers each keep
an average of
$15,000 on deposit
at Example Bank,
totaling $15MM. The
bank pays 1% interest
on these deposits for
a total of $150,000
in year 20XX.

The bank lends the
$15,000,000 to a
commercial customer at

4% interest, thus earning

4% x $15MM = $600,000

in interest income

that year.

Corinne’s Confections

Net interest income earned by the bank in year 20XX
from these customers is $600,000 - $150,000 = $450,000
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Huntington Bancshares Incorporated
Consolidated Balance Sheets

December 31

(dollar amounts in thousands, except number of shares) 2014 2013
Assets
Cash and due from banks $ 1,220,565 $ 1,001,132
Interest-bearing deposits in banks 64,559 57,043
Trading account securities 42,191 35,573
Loans held for sale 416,327 326,212
(includes $354,888 and $278,928 respectively, measured at fair value)'”
Available-for-sale and other securities 9,384,670 7,308,753
Held-to-maturity securities 3,379,905 3,836,667
Loans and leases (includes $50,617 and $52,286 respectively, measured at fair value)"
Commercial and industrial loans and leases 19,033,146 17,594,276
Commercial real estate loans 5,197,403 4,850,094
Automobile loans 8,689,902 6,638,713
Home equity loans 8,490,915 8,336,318
Residential mortgage loans 5,830,609 5,321,088
Other consumer loans 413,751 380,011
Loans and leases 47,655,726 43,120,500
Allowance for loan and lease losses (605,196) (647,870)
Net loans and leases 47,050,530 42,472,630
Bank owned life insurance 1,718,436 1,647,170
Premises and equipment 616,407 634,657
Goodwill 522,541 444,268
Other intangible assets 74,671 93,193
Accrued income and other assets 1,807,208 1,609,876
Total assets $ 66,298,010 $  59.467.174
Liabilities and shareholders' equity
Liabilities
Deposits in domestic offices
Demand deposits - noninterest-bearing $ 15,393,226 $ 13,650,468
Interest-bearing 35,937,873 33,540,545
Deposits in foreign offices 401,052 315,705
Deposits 51,732,151 47,506,718
Short-term borrowings 2,397,101 2,352,143
Long-term debt 4,335,962 2,458,272
Accrued expenses and other liabilities 1,504,626 1,059,888
Total liabilities 59.969.840 53,377,021
Shareholders' equity
Preferred stock - authorized 6,617,808 shares;
Series A, 8.50% fixed rate, non-cumulative perpetual convertible preferred
stock, par value of $0.01, and liquidation value per share of $1,000 362,507 362,507
Series B, floating rate, non-voting, non-cumulative perpetual preferred stock, par
of $0.01, and liquidation value per share of $1,000 23,785 23,785
Common stock 8,131 8,322
Capital surplus 7,221,745 7,398,515
Less treasury shares, at cost (13,382) (9,643)
Accumulated other comprehensive loss (222,292) (214,009)
Retained (deficit) earnings (1,052,324) (1,479,324)
Total shareholders' equity 6,328,170 6,090,153
Total liabilities and shareholders' equity $ 66,298,010 $  59.467,174
Common shares authorized (par value of $0.01) 1.500.000.000 1.500.000.000
Common shares issued 813,136,321 832,217,098
Common shares outstanding 811,454,676 830,963,427
Treasury shares outstanding 1,681,645 1,253,671
Preferred shares issued 1,967,071 1,967,071
Preferred shares outstanding 398,007 398,007
“ Amounts represent loans for which Huntington has elected the fair value option. See Note 17.
See Notes to Consolidated Financial Statements
© Keusal Learning LLC, 2015 Breaking Into Banking
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Huntington Bancshares Incorporated
Consolidated Statements of Income

Year Ended December 31,

(dollar amounts in thousands, except per share amounts) 2014 2013 2012
Interest and fee income:
Loans and leases $ 1,674,563 $ 1,629,939 $ 1,675,295
Available-for-sale and other securities

Taxable 171,080 148,557 184,340

Tax-exempt 28,965 12,678 8,999
Held-to-maturity securities 88,724 50,214 24,088
Other 13,130 19,249 37,541
Total interest income 1,976,462 1,860,637 1,930,263
Interest expense

Deposits 86,453 116,241 162,167

Short-term borrowings 2,940 700 2,048

Federal Home Loan Bank advances 1,011 1,077 819

Subordinated notes and other long-term debt 48,917 38,011 54,705
Total interest expense 139,321 156,029 219,739
Net interest income 1,837,141 1,704,608 1,710,524
Provision for credit losses 80,989 90,045 147,388
Net interest income after provision for credit losses 1,756,152 1,614,563 1,563,136
Service charges on deposit accounts 273,741 271,802 262,179
Trust services 115,972 123,007 121,897
Electronic banking 105,401 92,591 82,290
Mortgage banking income 84,887 126,855 191,092
Brokerage income 68,277 69,624 72,684
Insurance income 65,473 69,264 71,319
Bank owned life insurance income 57,048 56,419 56,042
Capital markets fees 43,731 45,220 48,160
Gain on sale of loans 21,091 18,171 58,182
Net gains on sales of securities 17,554 2,220 6,388
Impairment losses recognized in earnings on available-for-sale securities (a) - (1,802) (1,619)
Other income 126,004 138,825 137,707
Total noninterest income 979,179 1,012,196 1,106,321
Personnel costs 1,048,775 1,001,637 988,193
Outside data processing and other services 212,586 199,547 190,255
Net occupancy 128,076 125,344 111,160
Equipment 119,663 106,793 102,947
Professional services 59,555 40,587 65,758
Marketing 50,560 51,185 64,263
Deposit and other insurance expense 49,044 50,161 68,330
Amortization of intangibles 39,277 41,364 46,549
Gain on early extinguishment of debt -—- -—- (798)
Other expense 174,810 141,385 199,219
Total noninterest expense 1,882,346 1,758,003 1,835,876
Income before income taxes 852,985 868,756 833,581
Provision for income taxes 220,593 227,474 202,291
Net income 632,392 641,282 631,290
Dividends on preferred shares 31,854 31,869 31,989
Net income applicable to common shares $ 600,538 $ 609,413 $ 599,301
Average common shares - basic 819.917 834.205 857.962
Average common shares - diluted 833,081 843,974 863,402
Per common share:
Net income - basic $ 073 $ 073 $ 0.70
Net income - diluted 0.72 0.72 0.69
Cash dividends declared 0.21 0.19 0.16
(a) The following OTTI losses are included in securities losses for the periods presented:
Total OTTI losses $ -3 (1,870)$ (1,886)
Noncredit-related portion of loss recognized in OCI -— 68 267
Net impairment credit losses recognized in earnings $ —3$ (1,802)$ (1,619)

See Notes to Consolidated Financial Statements
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Borrowing Need Change in Assets Change in Liabilities & Equity

Buy Inventory

Finance A/R

Purchase Fixed Assets (Cap Ex)

Refinance Debt

Start-up Expenses

Acquisition of another business

Owner Buyout

Finance Operating Losses
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The 5 C’s of Credit

Qualitative factors impacting a borrower’s financial performance
Conditions:
Do the borrower’s non-financial indicators predict success?
Borrower’s intent and willingness to honor the loan agreement
Character:
Do you trust your borrower?
Borrower’s equity or willingness to share in the risk
Capital:
Does the borrower have “skin in the game?”
Sufficiency of borrower’s cash flow to service its obligations
Capacity:
Are the borrower’s coverage ratios acceptable?
Bank’s backup plan if borrower cannot repay its loan
Collateral:
Will the borrower pledge its assets to make the bank whole?
© Keusal Learning LLC, 2015 Breaking Into Banking

45




Course Workbook — Module 3 The Art of Underwriting — Part 1

© Keusal Learning LLC, 2015 Breaking Into Banking
46



Course Workbook — Module 3 The Art of Underwriting — Part 1

© Keusal Learning LLC, 2015 Breaking Into Banking
47



Course Workbook — Module 3 The Art of Underwriting — Part 1

© Keusal Learning LLC, 2015 Breaking Into Banking
48



Course Workbook — Module 3 The Art of Underwriting — Part 1

© Keusal Learning LLC, 2015 Breaking Into Banking
49



Course Workbook — Module 3 The Art of Underwriting — Part 1

© Keusal Learning LLC, 2015 Breaking Into Banking
50



Course Workbook — Module 3 The Art of Underwriting — Part 1

© Keusal Learning LLC, 2015 Breaking Into Banking
51



Course Workbook — Module 3 The Art of Underwriting — Part 1

© Keusal Learning LLC, 2015 Breaking Into Banking
52



Course Workbook — Module 3 The Art of Underwriting — Part 1

© Keusal Learning LLC, 2015 Breaking Into Banking
53



Course Workbook — Module 3 The Art of Underwriting — Part 1

© Keusal Learning LLC, 2015 Breaking Into Banking
54



Course Workbook — Module 3 The Art of Underwriting — Part 1

© Keusal Learning LLC, 2015 Breaking Into Banking
55



Course Workbook — Module 3 The Art of Underwriting — Part 1

© Keusal Learning LLC, 2015 Breaking Into Banking
56



Course Workbook — Module 3 The Art of Underwriting — Part 1

© Keusal Learning LLC, 2015 Breaking Into Banking
57



Course Workbook — Module 3 The Art of Underwriting — Part 1

© Keusal Learning LLC, 2015 Breaking Into Banking
58



Course Workbook — Module 4 The Art of Underwriting — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
59



Course Workbook — Module 4 The Art of Underwriting — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
60



Course Workbook — Module 4 The Art of Underwriting — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
61



Course Workbook — Module 4 The Art of Underwriting — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
62



Course Workbook — Module 4 The Art of Underwriting — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
63



Course Workbook — Module 4 The Art of Underwriting — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
64



Course Workbook — Module 4 The Art of Underwriting — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
65



Course Workbook — Module 4 The Art of Underwriting — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
66



Course Workbook — Module 4 The Art of Underwriting — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
67



Course Workbook — Module 4 The Art of Underwriting — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
68



Course Workbook — Module 4 The Art of Underwriting — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
69



Course Workbook — Module 4

The Art of Underwriting — Part 2

Detailed Comprehensive Income Statement - Actual and %

GGH Company, Inc.
Industry Classification: NAICS Code: 123456

Amounts Printed in Thousands

Statement Date 12/31/20X1 12/31/20X2 12/31/20X3

Months Covered 12 12 12

Audit Method Reviewed Reviewed Reviewed

Accountant C. Brown, CPA C. Brown, CPA C. Brown, CPA

Analyst KTA KTA KTA

Stmt Type Annual Annual Annual

SALES / REVENUE $156,510 100.0 $170,920 100.0 $183,335 100.0
Cost of Goods Sold 87,319 55.8 99,014 57.9 111,996 61.1

GROSS PROFIT 69,191 44.2 71,906 42.1 71,339 38.9
SG&A Expense 11,040 7.1 12,558 7.3 12,993 7.1
Depreciation 2,381 1.5 3,875 2.3 5,041 2.7

TOTAL OPERATING EXP 13,421 8.6 16,433 9.6 18,034 9.8

NET OPERATING PROFIT 55,770 35.6 55,473 32.5 53,305 29.1
Interest Expense 2,016 1.3 1,993 1.2 1,802 1.0
Other Income 441 0.3 312 0.2 711 0.4

PROFIT BEFORE TAXES 54,195 34.6 53,792 31.5 52,214 28.5
Current Income Tax 15,175 9.7 15,062 8.8 14,620 8.0

NET PROFIT $39,020 24.9 $38,730 22.7 $37,594 20.5

© Keusal Learning LLC, 2015
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Imagine that GGH Company is a clothing retailer with 100 store
locations nationwide. Let’s analyze the company’s gross profit and
gross profit margin.

Look at the raw dollar amount of gross profit for each of the three years.
What do these numbers tell you?

Now look at the gross margins for each year and answer these
questions:

[s there a trend in the gross margin figures? If so, what is it?

What are two possible reasons for the trend you observed in gross
margin?

In general, what is the impact of this trend on the company’s cash flow?

Bonus Question: Calculate what the company’s gross profit would have
been in year 3 if its gross margin had been the same as it was in year 1.

© Keusal Learning LLC, 2015 Breaking Into Banking
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Detailed Comprehensive Income Statement - Actual and %

GGH Company, Inc. Amounts Printed in Thousands

Industry Classification: NAICS Code: 123456

Statement Date 12/31/20X1 12/31/20X2 12/31/20X3

Months Covered 12 12 12

Audit Method Reviewed Reviewed Reviewed

Accountant C. Brown, CPA C. Brown, CPA C. Brown, CPA

Analyst KTA KTA KTA

Stmt Type Annual Annual Annual

SALES / REVENUE $156,510 100.0 $170,920 100.0 $183,335 100.0
Cost of Goods Sold 87,319 55.8 99,014 57.9 111,996 61.1

GROSS PROFIT 69,191 44.2 71,906 42.1 71,339 38.9
SG&A Expense 11,040 7.1 12,558 7.3 12,993 7.1
Depreciation 2,381 1.5 3,875 2.3 5,041 2.7

TOTAL OPERATING EXP 13,421 8.6 16,433 9.6 18,034 9.8

NET OPERATING PROFIT 55,770 35.6 55,473 325 53,305 29.1
Interest Expense 2,016 1.3 1,993 1.2 1,802 1.0
Other Income 441 0.3 312 0.2 711 0.4

PROFIT BEFORE TAXES 54,195 34.6 53,792 315 52,214 28.5
Current Income Tax 15,175 9.7 15,062 8.8 14,620 8.0

NET PROFIT $39,020 24.9 $38,730 22.7 $37,594 20.5

EBITDA Calculation:
Net Profit
+ Income Tax Expense
+ Interest Expense
+ Depreciation Expense
= EBITDA

[ ]

© Keusal Learning LLC, 2015
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Detailed Balance Sheet — Actual and %

MMAS Sample Customer (MMASSample) Prepared: 17:58, 9/22/2005
Detailed Balance Sheet - Actual and % Amounts Printed in: Thousands
Industry Classification: NAICS Code: 315228 MMAS (3.1.6.0)
Statement Date 6/30/2001 6/30/2002 6/30/2003 6/30/2004 6/30/2005
Months Covered 12 12 12 12 12
Audit Mthd Unqualif'd Unqualif'd Unqualif'd Unqualif'd Unqualif'd
Accountant KPMG KPMG KPMG KPMG KPMG
Analyst GJH GJH GJH GJH GJH
Stmt Type Annual Annual Annual Annual Annual

Source Currency: USD United States Dollars ~ Target Currency: USD United States Dollars

CURRENT ASSETS
Cash 71 1.7 121 2.4 144 3.1 90 1.8 75 1.2

Accts/Notes Rec-Trade 1,424 34.0 1,744 34.9 1,669 36.0 1,842 35.9 1,698 27.2

Bad Debt Reserve (-) 54 1.3 54 1.1 64 1.4 86 1.7 90 1.4
Total Accts/Rec-Net 1,370 32.7 1,690 33.9 1,605 34.6 1,756 34.2 1,608 25.8
Inventory 1,936 46.3 2,211 443 2,141 46.2 2,610 50.8 3,056 49.0
Prepaid Expenses 88 2.1 77 1.5 59 1.3 119 2.3 131 2.1
TOTAL CURRENT 3,465 82.8 4,099 82.1 3,949 85.2 4,575 89.1 4,870 78.1
ASSETS
NON-CURRENT ASSETS

Property Plant & 1,644 39.3 1,885 37.8 1,922 41.5 2,011 39.2 2,957 47.4
Equipment

Furniture, Fixtures & 182 4.3 282 5.7 356 7.7 421 8.2 568 9.1
Vehicles

Gross Fixed Assets 1,826 43.6 2,167 43.4 2,278 49.1 2,432 47.4 3,525 56.5

Accumulated Deprec (-) 1,161 27.7 1,412 28.3 1,675 36.1 1,912 37.2 2,205 35.4
Total Fixed Assets - Net 665 15.9 755 15.1 603 13.0 520 10.1 1,320 21.2
Cash Value Life Insurance 12 0.3 14 0.3 18 0.4 20 0.4 22 0.4
Other Assets 42 1.0 122 24 66 1.4 20 0.4 22 0.4
TOTAL NON-CURRENT 719 17.2 891 17.9 687 14.8 560 10.9 1,364 21.9
ASSETS
TOTAL ASSETS 4,184 100.0 4,990 100.0 4,636 100.0 5,135 100.0 6,234 100.0
CURRENT LIABILITIES
Note Payable - Bank 433 10.3 1,200 24.0 1,148 24.8 1,134 221 1,475 237
CPLTD-Bank 199 4.8 226 4.5 142 3.1 115 22 169 2.7
Accounts Payable-Trade 651 15.6 832 16.7 583 12.6 980 19.1 1,139 18.3
Accrued Expenses 277 6.6 236 4.7 214 4.6 222 4.3 281 4.5
Income Taxes Payable - - - - 30 0.6 - - - -
TOTAL CURRENT 1,560 37.3 2,494 50.0 2,117 45.7 2,451 47.7 3,064 491
LIABILITIES
NON-CURRENT LIABILITIES
Long Term Debt 907 21.7 860 17.2 630 13.6 492 9.6 1,347 21.6
TOTAL NON-CURRENT 907 21.7 860 17.2 630 13.6 492 9.6 1,347 21.6
LIABILITIES
TOTAL LIABILITIES 2,467 59.0 3,354 67.2 2,747 59.3 2,943 57.3 4,411 70.8
NET WORTH
Common Stock 17 0.4 17 0.3 17 0.4 17 0.3 17 0.3
Retained Earnings 1,700 40.6 1,619 324 1,872 40.4 2,175 42.4 1,806 29.0
TOTAL NET WORTH 1,717 41.0 1,636 32.8 1,889 40.7 2,192 42.7 1,823 29.2
TOTAL LIABILITIES & 4,184 100.0 4,990 100.0 4,636 100.0 5,135 100.0 6,234 100.0
NET WORTH
Working Capital 1,905 45.5 1,605 32.2 1,832 39.5 2,124 41.4 1,806 29.0
Tang Net Worth-Actual 1,717 41.0 1,636 32.8 1,889 40.7 2,192 42.7 1,823 29.2
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Detailed Comprehensive Income Statement — Actual and %

MMAS Sample Customer (MMASSample) Prepared: 17:58, 9/22/2005
Detailed Comprehensive Income Statement - Actual and % Amounts Printed in: Thousands
Industry Classification: NAICS Code: 315228 MMAS (3.1.6.0)
Statement Date 6/30/2001 6/30/2002 6/30/2003 6/30/2004 6/30/2005
Months Covered 12 12 12 12 12
Audit Mthd Unqualif'd Unqualif'd Unqualif'd Unqualif'd Unqualif'd
Accountant KPMG KPMG KPMG KPMG KPMG
Analyst GJH GJH GJH GJH GJH
Stmt Type Annual Annual Annual Annual Annual

Source Currency: USD United States Dollars  Target Currency: USD United States Dollars

Net Sales - Manufacturing 9,785 98.7 9,523 95.5 9,477 90.0 9,564 80.7 9,317 75.0
Division
Net Sales - Catalog Division 126 1.3 445 45 1,058 10.0 2,284 19.3 3,102 25.0
NET SALES/REVENUE 9,911 100.0 9,968 100.0 10,535 100.0 11,848 100.0 12,419 100.0
Cost of Goods Sold 7,311 73.8 7477 75.0 7,739 735 8,552 722 9,468 76.2
Cost of Goods Sold - 155 1.6 209 21 239 2.3 224 1.9 273 22
Depreciation
TOTAL COST OF 7,466 75.3 7,686 771 7,978 75.7 8,776 741 9,741 78.4
SALES/REV
GROSS PROFIT 2,445 247 2,282 229 2,557 243 3,072 25.9 2,678 216
SG & A Expense 1,843 18.6 2,032 20.4 2,114 20.1 2,454 20.7 2,755 222
Depreciation 19 0.2 15 0.2 13 0.1 17 0.1 21 0.2
TOTAL OPERATING 1,862 18.8 2,047 20.5 2,127 20.2 2,471 20.9 2,776 224
EXPENSE
NET OPERATING PROFIT 583 5.9 235 2.4 430 4.1 601 5.1 (98) (0.8)
Interest Expense (-) 68 0.7 126 1.3 147 14 153 1.3 306 25
Other Income 14 0.1 46 0.5 47 0.4 32 0.3 35 0.3
Gain(Loss) on Asset Sale 42 0.4 2 - - - 13 0.1 - -
TOTAL OTHER (12) 0.1) (78) (0.8) (100) (0.9) (108) (0.9) (271) (2.2)
INCOME(EXP)
PROFIT BEFORE TAXES 571 5.8 157 1.6 330 3.1 493 4.2 (369) (3.0)
Current Income Tax 122 1.2 31 0.3 77 0.7 144 1.2 - -
NET PROFIT 449 45 126 1.3 253 24 349 29 (369) (3.0)
EBIT 639 6.4 283 2.8 477 4.5 646 55 (63) (0.5)
EBITDA 813 8.2 507 5.1 729 6.9 887 75 231 1.9
EBIDA 691 7.0 476 4.8 652 6.2 743 6.3 231 1.9
COMPREHENSIVE INCOME 449 45 126 1.3 253 24 349 29 (369) (3.0)
Dividends - Common 27) (207) - (46) -
Adj to Retained Earnings (40) - - - -
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Detailed Reconciliations

MMAS Sample Customer (MMASSample)
Detailed Reconciliations
Industry Classification: NAICS Code: 315228

Prepared: 17:58, 9/22/2005
Amounts Printed in: Thousands
MMAS (3.1.6.0)

Statement Date 6/30/2001 6/30/2002 6/30/2003 6/30/2004 6/30/2005
Months Covered 12 12 12 12 12
Analyst GJH GJH GJH GJH GJH
Stmt Type Annual Annual Annual Annual Annual
Reconciliation of Retained Earnings
BEGINNING RETAINED EARNINGS,
AS PREVIOUSLY REPORTED 1,700 1,619 1,872 2,175
BEG RET. EARNINGS, RESTATED 1,700 1,619 1,872 2,175
Net Profit 126 253 349 (369)
Dividends - Common (207) - (46) -
ENDING RETAINED EARNINGS 1,619 1,872 2,175 1,806
Reconciliation of Net Worth
BEGINNING NET WORTH 1,717 1,636 1,889 2,192
Net Profit 126 253 349 (369)
Div & Withdrawals-Cash (207) - (46) -
ACTUAL ENDING NET WORTH 1,636 1,889 2,192 1,823
INCR(DECR) IN NET WORTH (81) 253 303 (369)
Reconciliation of Working Capital
BEGINNING WORKING CAPITAL 1,905 1,605 1,832 2,124
Decrease(Increase) in Non-Current Assets:
Total Fixed Assets-Net (90) 152 83 (800)
Cash Value Life Insurance 2) 4) 2) 2)
Other Assets (80) 56 46 2)
Increase(Decrease) in Non-Current Liabilities:
Long Term Debt (47) (230) (138) 855
Increase(Decrease) in Net Worth (81) 253 303 (369)
ENDING WORKING CAPITAL 1,605 1,832 2,124 1,806
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Detailed Ratios

MMAS Sample Customer (MMASSample) Prepared: 17:58, 9/22/2005
Detailed Ratios Amounts Printed in: Thousands
Industry Classification: NAICS Code: 315228 MMAS (3.1.6.0)
Statement Date 6/30/2001 6/30/2002 6/30/2003 6/30/2004 6/30/2005
Months Covered 12 12 12 12 12
Analyst GJH GJH GJH GJH GJH
Stmt Type Annual Annual Annual Annual Annual
LIQUIDITY
Working Capital 1,905 1,605 1,832 2,124 1,806
Quick Ratio 0.92 0.73 0.83 0.75 0.55
Current Ratio 2.22 1.64 1.87 1.87 1.59
Net Sales/Working Capital 5.20 6.21 5.75 5.58 6.88
LEVERAGE
Net Worth-Actual 1,717 1,636 1,889 2,192 1,823
Tang Net Worth-Actual 1,717 1,636 1,889 2,192 1,823
Eff Tang Net Worth-Actual 1,717 1,636 1,889 2,192 1,823
Debt/Worth 1.44 2.05 1.45 1.34 2.42
Debt/Tang Worth 1.44 2.05 1.45 1.34 2.42
Debt Less Sub Debt-Liability/Eff Tg Wth 1.44 2.05 1.45 1.34 2.42
Borrowed Funds/Eff Tg Worth 0.90 1.40 1.02 0.79 1.64
LT Debt/Net Fixed Assets 1.66 1.44 1.28 1.17 1.15
Total Liabilities/Total Assets 0.59 0.67 0.59 0.57 0.71
COVERAGE
Interest Coverage 9.40 2.25 3.24 4.22 (0.21)
Net Income+Depr+Amort-Divs/CPLTD 2.99 0.63 3.56 4.73 (0.44)
Net Income+Depr+Amort-Divs/CPLTD pp 0.72 2.23 3.83 (0.65)
UCA Cash Flow Coverage 0.05 2.02 1.35 0.29
UCA Cash Flow/CPLTD pp 0.06 1.57 1.25 0.33
EBITDA/Interest Exp+CPLTD 3.04 1.44 2.52 3.31 0.49
EBITDA/Interest Exp+CPLTD pp 1.56 1.95 3.01 0.55
EBITDA 813 507 729 887 231
EBIDA 691 476 652 743 231
Fixed Charge Coverage 3.04 1.44 2.52 3.31 0.49
PROFITABILITY (%)
Return on Assets 10.73 2.53 5.46 6.80 (5.92)
Return on Equity 26.15 7.70 13.39 15.92 (20.24)
Gross Margin 24.67 22.89 24.27 25.93 21.56
Gross Margin (plus Depr) % 26.23 24.99 26.54 27.82 23.76
Operating Expense % 18.79 20.54 20.19 20.86 22.35
Operating Expense (excl Depr) % 18.60 20.39 20.07 20.71 2218
Operating Profit Margin 5.88 2.36 4.08 5.07 (0.79)
Operating Profit Margin (plus Depr) % 7.64 4.60 6.47 7.1 1.58
Net Margin 4.53 1.26 2.40 2.95 (2.97)
Dividend Payout Rate 6.01 164.29 - 13.18 -
Effective Tax Rate 21.37 19.75 23.33 29.21 -
ACTIVITY
Gross Accounts Receivable Days 52.44 63.86 57.82 56.75 49.90
Net Accounts Receivable Days 50.45 61.88 55.61 54.10 47.26
Inventory Days on Hand 94.65 105.00 97.95 108.55 114.51
Inventory Days on Hand (excl Depr) 96.65 107.93 100.98 111.39 117.81
Accounts Payable Days 31.83 39.51 26.67 40.76 42.68
Accounts Payable Days (excl Depr) 32.50 40.62 27.50 41.83 43.91
Net Sales/Total Assets 2.37 2.00 2.27 2.31 1.99
Net Sales/Net Worth 5.77 6.09 5.58 5.41 6.81
Net Sales/Net Fixed Assets 14.90 13.20 17.47 22.78 9.41
Profit Before Taxes/Total Assets (%) 13.65 3.15 7.12 9.60 (5.92)
GROWTH (%)
Total Assets Growth 19.26 (7.09) 10.76 21.40
Total Liabilities Growth 35.95 (18.10) 7.14 49.88
Net Worth Growth (4.72) 15.46 16.04 (16.83)
Net Sales Growth 0.58 5.69 12.46 4.82
Operating Profit Growth (59.69) 82.98 39.77 N/A
Net Profit Growth (71.94) 100.79 37.94 N/A
Sustainable Growth 32.59 (4.72) 15.46 16.04 (16.83)
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Summary UCA Cash Flow

MMAS Sample Customer (MMASSample) Prepared: 17:58, 9/22/2005
Summary UCA Cash Flow Amounts Printed in: Thousands
Industry Classification: NAICS Code: 315228 MMAS (3.1.6.0)
Statement Date 6/30/2001 6/30/2002 6/30/2003 6/30/2004 6/30/2005
Months Covered 12 12 12 12 12
Analyst GJH GJH GJH GJH GJH
Stmt Type Annual Annual Annual Annual Annual
Net Sales 9,968 10,535 11,848 12,419
Chg in Accts/Notes Rec-Trade(Net) (320) 85 (151) 148
Cash Collected From Sales 9,648 10,620 11,697 12,567
Cost of Sales/Revenues (7,477) (7,739) (8,552) (9,468)
Chg in Inventories (275) 70 (469) (446)
Chg in Accts Payable-Trade 181 (249) 397 159
Cash Paid To Suppliers (7,571) (7,918) (8,624) (9,755)
CASH FROM TRADING ACTIVITIES 2,077 2,702 3,073 2,812
S,G&A Expense(Less Non-Cash Exp) (2,032) (2,114) (2,454) (2,755)
Chg in Prepaids/Deferreds 11 18 (60) (12)
Chg in Accruals & Other Pay (41) (22) 8 59
Cash Paid for Operating Costs (2,062) (2,118) (2,506) (2,708)
CASH AFTER OPERATIONS 15 584 567 104
Other Income (Expense) 46 47 32 35
Taxes - Paid in Cash (31) (47) (174) -
Other Income (Expense) & Taxes Paid 15 - (142) 35
NET CASH AFTER OPERATIONS 30 584 425 139
Interest Expense (126) (147) (153) (306)
Dividends - Paid in Cash (207) - (46) -
Cash Paid for Dividends & Interest (333) (147) (199) (306)
NET CASH INCOME (303) 437 226 (167)
Current Portion Long Term Debt (199) (226) (142) (115)
CASH AFTER DEBT AMORTIZATION (502) 211 84 (282)
Chg in Net Fixed Assets (312) (100) (145) (1,094)
Chg in Investments (82) 52 44 (4)
Cash Paid for Plant and Investments (394) (48) (101) (1,098)
FINANCING SURPLUS (REQMNTS) (896) 163 17) (1,380)
Chg in ST Loans/Other Payables 767 (52) (14) 341
Chgin LT & Sub Debt 179 (88) (23) 1,024
Total External Financing 946 (140) (37) 1,365
CASH AFTER FINANCING 50 23 (54) (15)
Add:Beginning Cash & Equivalents 71 121 144 90
ENDING CASH & EQUIVALENTS 121 144 90 75
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Loan Structuring — Part 1

Course Workbook — Module 5

Facility Types
Typical When Funds Repayment Able to Graph of
Facility Type Borrowing Need Disbursed Amortization Source Re-draw?  Loan Balances
Interest monthly, Conversion of Yes -
Line of Credit Working Capital as needed by principal on INV and A/R unlimited L :
borrower demand / maturity to cash # of times
Cash fl
) . 100% up front Monthly payments as os.\ v i
Term Piece of Equipment . from operations No -
(at closing) of P&I or P+l
over many years )
Cash flow from operations e
1009 front Monthl t. OR
Mortgage Real Estate purchase % cv. ron onthly payments over many <Wm3 No s
(at closing) of P&l or P+ tenant's
rent payments '
. . In large chunks Interest oq.,_,\ during N/A during draw period, Yes g
. Construction or multiple o draw period, then then cash flow only during
Mulit-Draw . . during limited R
pieces of equipment . ) monthly payments from operations draw
time period A .
of P&I or P+l or rent payments period
Interest only during Lo
L B
. Purchase distressed real 100% up front |bridging period, then full iquidity event B
Bridge . . (sale of large asset) or No
estate to rehab or sell (at closing) principal ) .
. long-term financing
at maturity .

Breaking Into Banking

© Keusal Learning LLC, 2015

122



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
123



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
124



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
125



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
126



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
127



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
128



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
129



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
130



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
131



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
132



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
133



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
134



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
135



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
136



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
137



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
138



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
139



Course Workbook — Module 6 Loan Structuring — Part 2

© Keusal Learning LLC, 2015 Breaking Into Banking
140



Course Workbook — Module 6 Loan Structuring — Part 2

The 6 C’s of Credit

Qualitative factors impacting a borrower’s financial performance
Conditions:

Do the borrower’s non-financial indicators predict success?

Borrower’s intent and willingness to honor the loan agreement
Character:

Do you trust your borrower?

Borrower’s equity or willingness to share in the risk
Capital:

Does the borrower have “skin in the game?”

Sufficiency of borrower’s cash flow to service its obligations
Capacity:

Are the borrower’s coverage ratios acceptable?

Bank’s backup plan if borrower cannot repay its loan
Collateral:

Will the borrower pledge its assets to make the bank whole?

Banks must be disciplined and guard against overaggressive structure
Competition: ) )

What are other banks in the market offering to customers?
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Credit Approval Process Flow Chart
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Course Workbook — Module 8

Borrowing Base Certificate

Collateral as of: 12/31/20XX
Less Ineligible Accounts as of:  12/31/20XX
Eligible Collateral

Rate of Advance:

Net Collateral

Line of Credit Limit:

Less Line Balance as of: 12/31/20XX

Net Availability as of: 12/31/20XX

Accounts

Receivable

$8,000,000
$1,500,000
$6,500,000

80%

$5,200,000

Inventory

$12,000,000
$3,500,000
$8,500,000
50%

$4,250,000

Total

$20,000,000
$5,000,000

$15,000,000

$9,450,000
11,000,000
$6,250,000

$3,200,000

Breaking Into Banking
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Special mention (SM)

"A special mention asset has potential weaknesses that deserve
management’s close attention. If left uncorrected, these potential
weaknesses may result in deterioration of the repayment prospects
for the asset or in the institution’s credit position at some future date.
Special mention assets are not adversely classified and do not
expose an institution to sufficient risk to warrant adverse
classification.”

Substandard

“A substandard asset is inadequately protected by the current sound
worth and paying capacity of the obligor or of the collateral pledged, if
any. Assets so classified must have a well-defined weakness, or
weaknesses, that jeopardize the liquidation of the debt. They are
characterized by the distinct possibility that the bank will sustain
some loss if the deficiencies are not corrected.”

Doubtful

“An asset classified doubtful has all the weaknesses inherent in one
classified substandard with the added characteristic that the
weaknesses make collection or liquidation in full, on the basis of
currently existing facts, conditions, and values, highly questionable
and improbable.”

Loss

“Assets classified loss are considered uncollectible and of such little
value that their continuance as bankable assets is not warranted.
This classification does not mean that the asset has absolutely no
recovery or salvage value, but rather that it is not practical or
desirable to defer writing off this basically worthless asset even
though partial recovery may be effected in the future.”
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Interest Income
Interest Expense
Net Interest Income
Provision for Credit Losses
Net Interest Income after Provision

Net Income (loss)

Income Statement Data ($000)

2009 2010 2011 2012 2013
$2,238,142 $2,145,392 $1,970,226 $1,930,263 $1,860,637
$813,855  $526,587  $341,056  $219,739  $156,029
$1,424,287 $1,618,805 $1,629,170 $1,710,524 $1,704,608
$2,074,671  $634,547  $174,059  $147,388 $90,045
$650,384  $984,258 $1,455,111 $1,563,136 $1,614,563
$3,097,179  $312,347  $542,613  $641,022  $638,741
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The Complex Lending Machine

Who They Are and What They Do

Credit Administration

Approving the risks

Lending

Winning new customers

Commercial Real Estate

Financing bricks and sticks

Leasing

Financing heavy equipment

Collateral Services Trusting but verifying
Private Banking Wooing the wealthy
Special Loans Rehabilitating the wounded
Loan Review Checking and reporting

Treasury Management

Generating fee income

Legal

Defending and protecting

Regulators

Looking over your shoulder
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