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MANAGING YOUR BANK RELATIONSHIP: WHAT TO DO IF YOU SEE TROUBLE AHEAD

By Joanne M. Murray, Esq., Antheil Maslow & MacMinn, LLP

Meeting any business loan obligation is important, but more difficult in challenging economic times. Not
only might cash flow be tight, but banks may impose additional restrictions due to their fear of not
recouping loans. Here are some pointers to avoid these problems in the first place and handle them as
they come along:

1)

2)

3)

4)

5)

6)

7)

8)

Understand your loan documents. Review your agreements in advance, know your obligations
and rights. If financial statements, etc., are required, deliver them on time to demonstrate good
faith.

Promptly disclose potential problems. If you think you cannot make a loan payment, contact
your lender — do not just skip payment. You have a better chance of restructuring the loan.

Understand your loan officer’s position. Banks have to answer to federal or state regulators,
and therefore must report non-performing loans. Therefore it is recommended that you be as
helpful with your lender to meet the requirements for a loan workout.

Don’t avoid a lender’s calls. Refusing that bank officer’s call is a red flag that your business is in
trouble — work with them instead to try to get a restructuring deal, instead of making them

angry.

Continue to pay your trade debt. Pay suppliers when possible to avoid cash-depleting COD
status; but be aware secured lenders may be upset if unsecured lenders are paid when they are
not.

Explore other financial resources. If your business is still fairly healthy financially, you may find
other lenders to refinance the debt. The American Recovery and Revitalization Act of 2009
(“Recovery Act”) provides for availability of small business loans, a rebate for borrowers’ fees in
some cases, and more.

Sell non-critical assets. You may have assets that are not essential to your core business needs;
be sure to check the provisions on your loan documents that may require the lender’s consent
to sales of assets outside of ordinary course of business.

Consider investing in the business. You may be able to invest with equity or a shareholder loan,
but again check your loan documents to ensure the agreement does not prohibit company from
incurring additional debt.
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Loans are a necessary part of most businesses, and all loan situations are different. But being realistic
about your relationship with your bank, and creative about possible solutions, may provide you with the
leverage for your business to weather a rough financial patch.

Joanne M. Murray, an attorney with the Doylestown law firm of Antheil Maslow & MacMinn, LLP,
concentrates her practice in corporate and commercial transactional work, including commercial lending
transactions. She can be reached at jmurray@ammlaw.com or (215) 230-7500, ext. 115.

Serving the greater Philadelphia and New Jersey areas, Antheil Maslow & MacMinn, LLP is a full-service
law firm that offers sophisticated, proactive, timely and cost-effective legal advice. The Firm’s attorneys
are both counselors and advocates. As counselors, Antheil Maslow & MacMinn, LLP lawyers
educate clients, which include high net worth individuals, small to mid-sized, privately-held companies,
nonprofits and health care organizations, on the law and possible legal implications of their actions. As
advocates, they aggressively represent their clients’ causes. With its broad range of practice areas in
Business & Finance, Tax & Estates, Real Estate & Land Use, Litigation, Labor & Employment, and
Personal Injury, Antheil Maslow & MacMinn, LLP has the depth of resources and knowledge to satisfy its
clients’ evolving needs for legal education and representation and help them reach their ultimate goals.

Disclaimer: This checklist may be considered as a suggestion of things to consider regarding this topic,
but is not meant to be considered as legal advice or counsel. We suggest you consult with an attorney
to guide you through any legal process you are considering.
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