° Grant Thornton

Catalyst

Summer 2008

Welcome to our Summer 2008 edition
of Catalyst.

In putting together this issue, we
considered what s important to our
clients and therefore what s important
to Canadian businesses what s keeping
them up at night and what are some key
issues they d like to hear more about. We
arrived at three topics that we think you Il

nd interesting reading: improving your
relationship with your lender, privately
held business succession planning, and
cyber fraud.

Turbulence in global and Canadian

nancial markets has caused a tightening
in credit conditions. Paul Hughes of Grant
Thornton LLP and Pat Matthews of BMO
Bank of Montreal shed light on how you
can improve your lending relationship
given the current economic climate.

Family business leaders are retiring. In
fact, according to the 2007 Grant Thornton
International Business Report?, 50% of
private Canadian companies will change
ownership in the next 10 years. Grant

Thornton corporate nance professionals
Andy Langer and lan Smith write about
key considerations in selling your business.
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We hope you Il nd this edition interesting
and useful. Please feel free to contact any
or all of the Grant Thornton people
contributing to this issue. We d like to
hear from you.

Gord McFarlane

Managing Partner,

National Specialist Advisory Services
Grant Thornton

1 International Business Report, Grant Thornton International
Ltd, 2007.
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Improve your relationship

with your lender.

An interview with Paul Hughes,
Partner, Grant Thornton and Pat
Matthews, Manager, Industry
Programs, BMO Bank of Montreal

Do you anticipate further tightening of credit?

Paul: I think there is going to be pressure on mid-market

companies. New nancing and/or renewing existing
nancing may become more expensive and harder to get.

Understanding this and being prepared for it is critical.

What key factors will help me better manage my
relationship with my lender?

Paul:
Understand how the frequency of reporting affects
your credit situation, the terms of your credit
agreement, and the rami cations of falling outside
the agreement guidelines.
Be proactive in informing your banker about what s
going on with your business. Early communication
of issues in the business allows the lender time to
react and position the issue in the most positive
light internally.
Get to know your personal lender (credit of cer)
and the senior credit team making the decisions at
your bank.

How can we improve our credit relationship?

Paul: Review your current assets and ask how they are

supported from a nancing perspective. Understanding
the borrowing base calculation is very important as the
banks are holding companies to it.

Review and ensure you understand the credit agreement
that is put in front of you and that you believe you can
operate your business within the agreed credit terms.
Also, look at equity built up in long-term assets.

Money is currently affordable. It may be a good time to
support your working capital position by re nancing,

providing you with a long-term buffer in the event of an
economic downturn.

Is the bank changing its credit policies due to
the current lending environment or for speci ¢
industries?

Patrick: Our lending policy remains consistent. From
the industries I manage, | haven t seen anything to
indicate policy changes are coming. At the end of the
day, we continue to look for good business fundamentals
and we structure our loans accordingly.

Can businesses get more favourable terms by hitting
milestones?

Patrick: That depends. It certain circumstances, hitting
milestones or achieving other pre-agreed targets may be
used to trigger pricing adjustments. Our credit products
are priced according to risk. Generally, each account is
reviewed annually to ensure the appropriate structure,
terms, conditions and pricing are in place.

Do you have any advice for companies?

Patrick: Act proactively: inform your banker, your
accountant and your lawyer about challenges and
unfavourable situations early that s really the number
one item. Manage your cash. It s your lifeblood think

in by jet plane, out by dog sled. Use banking products
and services that wring the ef ciencies out of your cash.
Consider cash management and tax planning services;
review your credit rating and inventory purchasing.
And, ensure that your loans are structured over the life
of xed assets.






