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The Importance of Cash Flow

Presented by:  Christie Drexler, Drexler Consulting, LLC
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Agenda

• Why Cash is King in Banking

• Underwriting Capacity:  Identifying, Analyzing, and Protecting Your Key
Repayment Sources

• Individual and Business Sources of Cash Flow

• Cash Flow Analysis Methods

– Traditional DSC, DTI and GDSC

– Uniform Cash Analysis (UCA)

– Application
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82% of Businesses Fail Due to 
Mismanaged Cash Flow

-- from a study by U.S. Bank
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What repays 
all loans?
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5 C’s of Credit Analysis

How you get repaid Impacts Your 
Repayment Sources

Impacts Your 
Repayment Sources
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Capacity

Capacity is ability to repay debt.  Includes the following sources of 
cash for repayment:

• Future business and personal cash flow available for debt
repayment

• Available business and personal liquidity

• Other business and personal assets that could be converted
to cash. This is sometimes referred to as “flexibility.”

• Outside source not obligated to the loan

• Plus one more . . .
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Sources of Repayment

• Having more viable sources of repayment strengthens the
loan request.

• With a couple of exceptions, you always want to identify at
least 2 sources of repayment (primary and back up
source(s).

• What are the exceptions?
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PSOR and SSOR

• Cash flow is usually the Primary Source of Repayment.

• Sale of Collateral is usually the Secondary Source of
Repayment.

• Usually, but not always . . .
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Identifying and Protecting Repayment Sources

• Suppose you have a construction loan request for a Real Estate
Holding Company (an LLC).  You require the personal unlimited
guaranties of the two individual owners of the LLC.  You also require
the unlimited guaranty of the operating company, with the same
owners, that will rent 100% of the building your loan will fund.

• What are the potential sources of CASH FLOW available for loan
repayment?
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Cash Flow Defined

• Cash flow is the movement of money in and out of an entity over
time.

• Cash flow doesn’t pay debt or pay the bills to keep the business
operating.  Cash does.

• Debt is repaid in the future, so cash flow should always be a future
projection.

Where is cash found on a business’ financial statements?
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Individual Sources of Cash Flow

• Salary and Wages

• Officer Compensation/Guaranteed Payments from Businesses

• Dividends/Withdrawal from Business

• Interest and Dividends from Other Sources

• Other Sources of Income

Is Net Profit from a business a source of individual cash flow?
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Documenting and Analyzing Individual Cash Flow Sources

• PFS

• Personal Tax Returns

• Business Tax Returns
– Used to confirm that this income will be recurring for the individual

– Consider profitability, leverage, business cash flow, ownership, accessibility

– Consider recourse debt

• Other Documentation as Needed
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Analyzing Individual 1040 Cash Flow Sources

• 1040 page 1
• 1040 page 2 (don’t forget the taxes!)
• 1040 Schedule 1
• 1040 Schedule A (more taxes and living expenses)
• 1040 Schedules B
• 1040 Schedule C
• 1040 Schedule D
• 1040 Schedule E Part I, Part II, and Part III
• 1040 Schedule F
• W-2 and K-1’s
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Business Sources of Cash Flow

• C&I Business Operations

• CRE Business/Investment Cash Flow

• Non-recurring and Extraordinary Cash Flow

• Cash Flow from Related Entities

• Other Income and Expenses
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Calculating Business Cash Flow from Operations

Two Primary Methods of Business Cash Flow Analysis

• Traditional Cash Flow and Debt Service Coverage
– Income Statement Only

• Uniform Cash Analysis and UCA Debt Service Coverage
– Income Statement and Balance Sheet together

Copyright Revised 2026.  Drexler Consulting, LLC.  All Rights Reserved.
8



17
aba.com   |   1-800-BANKERS

Traditional Debt Service Coverage Calculations

• Debt Service Coverage – Business

• EBITDA and EBITDA Coverage – Business

• Debt to Income – Individual

• Global Debt Service Coverage – Business(es) and
Individual(s) together

18
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Debt Service Coverage

• Debt service coverage ratio is a measure of operating
income available to service all debt obligations.

• Banks generally use the DSC ratio in commercial lending to
analyze the net operating income (NOI) of a business or
project available for debt service.

• Because DSC does not consider balance sheet account
changes, it will not adequately assess capacity to repay
debt for businesses with significant non-cash working
capital assets (accounts receivable and inventory).
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Calculating DSC

• From tax returns or business financial statements, calculate as follows:
• (Annual Net Income + Interest + Depreciation + Amortization+ Depletion) /

Annual project or business debt service requirements
• Banks often calculate the actual and the underwritten DSC.

• Your bank underwriting policy/procedures may require additional expense
deductions for vacancy, management, maintenance, and/or capital expenses
over what is reported in financial statements or tax returns.

• 1.00 DSC ratio or 1:1 DSC is break even
• DSC policy requirements vary from bank to bank depending on project

type, collateral, loan type, and/or industry.
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Debt Service Requirements

Where can you find a business’ debt service requirements?
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EBITDA Coverage Ratios

• Earnings Before Interest, Taxes, Depreciation, and Amortization
• Net profit + interest + taxes (if a C-Corp) + Depreciation +Depletion +

Amortization
• Also know as Net Operating Income or NOI
• Use EBIDA for non C-Corps and manually estimate the taxes

• EBITDA/(CMLTD + Interest + Taxes)
• EBITDA/Debt Service
• EBITDA/(CMLTD + Interest + Taxes + Dividends)
• (EBITDA – Taxes)/(CMLTD + Interest)
• (EBITDA – Taxes – Dividends)/CMLTD + Interest
• (EBIDA-Distributions)/CMLTD + Interest
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Example 1:  Calculating DSC

Calculate the DSC ratio for the following:

Chandler and Monica have a loan request to refinance a single-family home they have owned for five years. 
You have calculated their new payment will be $800 month.  This does not include escrow payments for 
insurance and real estate taxes.  They have no other debts related to the property.   Schedule E of 2023 tax 
returns report the following:

Rents Received $28,000
Cleaning/Maintenance $600
Insurance $2,400
Mortgage Interest $12,000
Other Interest $0
Repairs $8,000
Real Estate Taxes $2,300
Depreciation $5,600
Net Income -$2,900

Copyright Revised 2026.  Drexler Consulting, LLC.  All Rights Reserved.
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Example 2:  Calculating DSC

Chandler and Monica have a loan request to purchase a new single-family home that 
they will lease to the current tenant.  They have provided you with a copy of the lease 
agreement, which calls for a monthly rent payment of $1200.  Chandler and Monica will 
assume this lease at closing.  

They have also provided you with a hazard insurance binder that indicates annual 
hazard insurance cost of $1500.  You have confirmed that last year’s city and county real 
estate taxes totaled $1800.  For properties where taxes returns cannot be provided, your 
bank policy requires that you assume an expense factor of 25% of annual gross rents 
received to account for all other expenses, including maintenance, repairs, and vacancy.  

The proposed monthly loan payment will be $800. 

What is the DSC for this project?
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Debt-to-Income

• Used primarily in consumer loan calculations and guarantor cash flow.

• Compares a person’s debt obligations to their income over the same period.

• When considering personal income, lenders need a good indication that
income can be reasonably depended on to repay the debt.  For example,
you should consider stability of employment, quality and expiration of leases,
alimony or child support expiration.

• Likewise, when considering expenses and debt obligations, we should
consider whether these will recur or be eliminated in the near future.

• Debt to income is calculated as:  All monthly debt obligations and other
payment obligations divided by gross monthly income, expressed as a
percentage.
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Debt-to-Income
Scenario B: Scenario A:

Monthly IncomeMonthly Income

5000Salary5,000Salary

500Net Rental Cash Flow2,000Rents Received

5500Total Income7000Total Income

Monthly DebtMonthly Debt

1000Home Mortgage1,000Home Mortgage

500Car500Car

500Credit Cards500Credit Cards

0Mortgage Payments1500Mortgage Payments

2000Total Debt Obligations3,500Total Debt Obligations

36%
(Total Debt Pmts / Total 
Income)*100 50%

(Total Debt Pmts / Total 
Income)*100 

• Same Customer.
• Same Credit

Request.
• Same Information

provided.

ABC Bank loan 
policy requires 
that debt to 
income for this 
type loan not 
exceed 43%.
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Debt-to-Income
Scenario B: Scenario A:

Monthly IncomeMonthly Income

5000Salary5,000Salary

500Net Rental Cash Flow2,000Rents Received

5500Total Income7000Total Income

Monthly DebtMonthly Debt

1000Home Mortgage1,000Home Mortgage

500Car500Car

500Credit Cards500Credit Cards

0Mortgage Payments1500Mortgage Payments

2000Total Debt Obligations3,500Total Debt Obligations

36%
(Total Debt Pmts / Total 
Income)*100 50%

(Total Debt Pmts / Total 
Income)*100 

• Same Customer.
• Same Credit

Request.
• Same Information

provided.

ABC Bank loan 
policy requires 
that debt to 
income for this 
type loan not 
exceed 43%.

Fair Lending Requires 
Consistent

Underwriting!
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Consistent DSC and DTI Calculations

• Housing costs – include insurance and taxes in the payment?
• Loans close to repayment
• Calculating revolving credit and student Loans
• Calculating schedule C and E business rental income
• Underwriting rental properties to be purchased or recently purchased

• Estimate income?  Require leases? Assume no income?
• Use consistent factors for calculating expenses:  real estate taxes,

insurance, vacancy, maintenance, capital expenditures, other
• K-1 Cash withdrawals versus Business Tax Return DSC allocated

by ownership
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Global Debt Service Coverage – Guarantor

• This ratio measures the global repayment capacity (cash flow) of
the individual commercial borrower or guarantor.

• Accounts for total income of an individual – from personal,
business, and investment sources – to meet personal debt
service requirements and the debt service requirements of all
entities in which they have an interest, particularly debt they
guarantee.

• GDSC also includes personal living expenses and all taxes (real
estate and income taxes) paid.

Copyright Revised 2026.  Drexler Consulting, LLC.  All Rights Reserved.
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Global Debt Service Coverage – Credit

• This ratio measures the global repayment capacity of the entire
credit - the borrower and all guarantors.

• Accounts for total income available for debt service of a business
borrower and all income available from individual guarantors to
meet all business and personal debt service requirements.

• Includes business taxes paid.

• Includes personal living expenses and all taxes paid for by all
guarantors.
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Projecting Future Cash Flow

• Financial statements/tax returns from past years are only an indicator of
what current and future cash flow may be.

• Since the loan will be repaid in the future, the lender should assess how
owner/management character and changes in conditions could impact
loan repayment through financial statement analysis and conversations
with borrowers/management.

• A thorough knowledge of the borrower, the loan purpose and borrowing
need, the guarantors, the internal and external business conditions, and
the borrower/guarantors’ future plans are critical to analyzing a loan
request.

Copyright Revised 2026.  Drexler Consulting, LLC.  All Rights Reserved.
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GDSC Example and Case Study

• DC Building Supply, Inc. and DC Properties, LLC

• Costanza Properties, LLC

32
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Blank Slide for Case Study

Copyright Revised 2026.  Drexler Consulting, LLC.  All Rights Reserved.
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Case Study: Calculating Global DSC 

You have a new loan request from George and Elaine Costanza to purchase an existing 
condo quadruplex building.  The Costanzas will buy the building for $800,000 and plan 
to finance $640,000 of that amount. Constanza Properties, LLC will serve as the 
Borrower, with ownership shared equally between George and Elaine, each holding 
50%.   You have calculated the monthly payments to be $5,800 per month.  The building 
is fully leased, and your borrower will assume the leases. 

Elaine and George have provided you with a flyer from the realtor marketing the 
building, which includes a 2020 income statement.  They have also given you a copy of 
their personal tax returns, a current PFS, and a guarantor debt schedule. You have had 
conversations with them and have learned the following: 

• The wages are from Elaine’s job as an administrative assistant, working for a
publishing company.  She has been employed there for 12 years.

• Interest earned is from bank accounts with your bank, which George and Elaine
still have.

• Dividends were from a Merrill Lynch fund that George sold in 2020 and from an
investment he made in a friend’s business.  He owns less than 5% of the
business and guarantees no debt for it.

• George cashed in the IRA last year.
• George collects social security of $24,000 annually.
• Capital gains are from a vacant lot George sold.
• George owns and operates a valet parking business: George’s Parking and

Transport, LLC.  It has two payments on lots he has financed: $1,500 per month
and $600 per month.

• George and Elaine own two single family residential properties.  They have a
loan on the house at 456 Newman Way.  The loan payment is $1600 per month.
They have no debt on the other house.

• George guarantees no debt for George and Jerry’s Soup Kitchen, Inc.
• George and Elaine have outstanding credit card payments totaling $8,300, a car

loan payment of $540 per month, and a $1200 personal home mortgage
payment.  Your bank’s underwriting procedures require that you calculate an
annual payment on revolving credit of 30% percent of the total outstanding
balances.

Your bank policy requires a minimum project DSC ratio on multi-family properties of 
1.25x and a minimum global DSC of 1.25x. 

Your bank's commercial loan underwriting procedures require that you calculate 
standard living expenses at 15% of total personal income available for debt service.  
Your bank also requires deductions for federal, state, and local taxes in GDSC 
calculations.

©2026 Revised Drexler Consulting, LLC. All Rights Reserved. 17



1. Using the blank spreadsheets provided in this manual, calculate the DSC for the
borrower and the Global DSC for George and Elaine.

2. Based only on the information provided, what are the strengths and weaknesses of
this loan request?  What loan structuring and/or approval conditions would you
require?
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Somewhere Commons 
Fully Leased Commercial Investment Opportunity

Somewhere, New York | Asking Price: $825,000 

In-Place NOI Cap Rate Net Income 
$88,000 10.7% $44,000 

Property Overview 
• Stabilized, income-producing commercial property
• Fully leased with existing tenant base
• Conservative underwriting with no other income assumed
• Strong cash yield for a secondary New York market

Investment Highlights 
• In-place cash flow supports attractive bank financing
• Favorable risk-adjusted return profile
• Suitable for owner-operator or passive investor
• Priced below replacement cost

Detailed Financial Statements - Year Ended December 31, 2020 
Rental Income $150,000 

Operating Expenses 
Real Estate Taxes (19,500) 
Insurance (6,800) 
Repairs & Maintenance (10,200) 
Property Management (9,360) 
Utilities (Common Areas) (6,100) 
Landscaping / Snow Removal (4,400) 
Professional Fees (3,400) 
Advertising / Leasing (1,900) 
Administrative (320) 
Total Operating Expenses (62,000) 

Net Operating Income (NOI) $88,000 

Interest Expense (21,000) 
Depreciation (23,000) 
Net Profit (Before Taxes) $44,000 

• NOI excludes interest and depreciation per standard commercial underwriting.
• No vacancy or other income assumed due to full occupancy.
• Financials represent in-place operations, not a pro forma.

©2026 Drexler Consulting, LLC. All Rights Reserved.
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671120

Schedule K-1  
(Form 1120-S) 2020
Department of the Treasury  
Internal Revenue Service 

For calendar year 2020, or tax year

beginning / /   2020 ending  / / 

Shareholder’s Share of Income, Deductions,  
Credits, etc.  See separate instructions. 

OMB No. 1545-0123Final K-1 Amended K-1 

Information About the Corporation Part I 

A Corporation’s employer identification number 

B Corporation’s name, address, city, state, and ZIP code 

C IRS Center where corporation filed return 

Information About the Shareholder Part II 

D Shareholder’s identifying number 

E Shareholder’s name, address, city, state, and ZIP code 

F Current year allocation percentage  . . . % 

G Shareholder’s number of shares 

Beginning of tax year  . . . . .

End of tax year . . . . . . .

H Loans from shareholder

Beginning of tax year  . . . . .   $ 

End of tax year . . . . . . .   $ 

Fo
r 

IR
S

 U
se

 O
nl

y 
Shareholder’s Share of Current Year Income,  
Deductions, Credits, and Other Items 

Part III 

1 Ordinary business income (loss) 

2 Net rental real estate income (loss) 

3 Other net rental income (loss) 

4 Interest income 

5a Ordinary dividends 

5b Qualified dividends 

6 Royalties 

7 Net short-term capital gain (loss) 

8a Net long-term capital gain (loss) 

8b Collectibles (28%) gain (loss) 

8c Unrecaptured section 1250 gain 

9 Net section 1231 gain (loss) 

10 Other income (loss) 

11 Section 179 deduction 

12 Other deductions 

13 Credits 

14 Foreign transactions 

15 Alternative minimum tax (AMT) items 

16 Items affecting shareholder basis 

17 Other information 

18 More than one activity for at-risk purposes*

19 More than one activity for passive activity purposes*

* See attached statement for additional information.

For Paperwork Reduction Act Notice, see the Instructions for Form 1120-S. www.irs.gov/Form1120S Cat. No. 11520D Schedule K-1 (Form 1120-S) 2020 

22-2222222

Jerry and George's Soup Kitchen, Inc.
129 W 81st St,
New York, NY 10024

123-45-6789

George P. Costanza
555 Anywhere St.
Somewhere, NY 55555

15

10
10

0
0

12,000

D 1,500

A Passive activity
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G
eorge and Elaine Costanza

G
eorge's Parking and Transport, 

LLC (Schedule C)***
Schedule E Rental Properties

Costanza Properties, LLC.  N
ew

 loan 
request.  N

ew
ly form

ed business w
ill 

file a 1065 Business Tax Return.**
Business Tax Return 

Salary
45,044

N
et Incom

e
88,413

N
et Incom

e
-22,673

N
et Incom

e
44,000

N
et Incom

e
Salary

Plus Depreciation &
 Depletion

4,440
Plus Depreciation &

 Depletion
30,043

Plus Depreciation &
 Depletion

23,000
Plus Depreciation &

 Depletion
Interest

93
Plus Am

ortization
1,100

Plus Am
ortization

Plus Am
ortization

Plus Am
ortization

Dividends****
Plus Interest

11,131
Plus Interest

12,448
Plus Interest

21,000
Plus Interest

IRA Distributions
Tax Deduction O

nly - N
o Cash Im

pact
825

N
on recurring adjustm

ent
N

on recurring adjustm
ent

N
on recurring adjustm

ent
Social Security Benefits

24,000
N

on recurring adjustm
ent

N
on recurring adjustm

ent
N

on recurring adjustm
ent

N
on recurring adjustm

ent
O

ther Personal Incom
e

N
on recurring adjustm

ent
N

on recurring adjustm
ent

N
on recurring adjustm

ent
N

on recurring adjustm
ent

O
ther Personal Incom

e
Less C-Corp Taxes

Less C-Corp Taxes
N

O
I - G

eorge's Parking and Transport 
(Schedule C)

105,909
Less C-Corp Dividends

Less C-Corp Dividends

N
O

I - Rental Properties (Schedule E)
19,818

Less K-1 Distributions (LLC, 
Partnership, S-Corp)

Less K-1 Distributions (LLC, 
Partnership, S-Corp)

G
uarantor Distributions - K-1 

(G
eorge's distribution from

 Jerry and 
G

eorge's Soup Kitchen, Inc)
1,500

G
uarantor Distributions - K-1

Total Incom
e

196,364

Less:
Living Expenses (15%

 of Total Incom
e -

line 15 above)*
29,455

State and Local Taxes
6,984

Federal Incom
e Taxes

18,232
Plus:  Fed Tax Credits

3,400
Less O

ther Taxes

Incom
e Available for Debt Service

145,093
Incom

e Available for Debt Service
105,909

Incom
e Available for Debt Service

19,818
Incom

e Available for Debt Service
88,000

Incom
e Available for Debt Service

0

Proposed Annual Debt Paym
ent

Proposed Annual Debt Paym
ent

Proposed Annual Debt Paym
ent

Proposed Annual Debt Paym
ent

69,600
Proposed Annual Debt Paym

ent

Credit Cards Annual Paym
ent

2,490
Annual Debt Paym

ent - Lot
18,000

Annual Debt Paym
ent - 456 

N
ew

m
an W

ay M
ortgage

19,200
Annual Debt Paym

ent
Annual Debt Paym

ent
Car Paym

ent
6,480

Annual Debt Paym
ent - Lot

7,200
Annual Debt Paym

ent
Annual Debt Paym

ent
Annual Debt Paym

ent
Hom

e M
ortgage

14,400
Annual Debt Paym

ent
Annual Debt Paym

ent
Annual Debt Paym

ent
Annual Debt Paym

ent
Annual Debt Paym

ent
Annual Debt Paym

ent
Annual Debt Paym

ent
Annual Debt Paym

ent
Annual Debt Paym

ent
Annual Debt Service - G

eorge's 
Parking and Transport, LLC

25,200
Annual Debt Paym

ent
Annual Debt Paym

ent
Annual Debt Paym

ent
Annual Debt Paym

ent
Annual Debt Service - Rental 
Propeties

19,200
Annual Debt Paym

ent
Annual Debt Paym

ent
Annual Debt Paym

ent
Annual Debt Paym

ent
K-1 Contributions

0
Annual Debt Paym

ent
Annual Debt Paym

ent
Annual Debt Paym

ent
Annual Debt Paym

ent
Total Annual Debt Service

67,770
Total Annual Debt Service

25,200
Total Annual Debt Service

19,200
Total Annual Debt Service

69,600
Total Annual Debt Service

0

G
lobal D

ebt Service Coverage Ratio
2.1 4

Debt Service Coverage Ratio
4.20

Debt Service Coverage Ratio
1.03

Debt Service Coverage Ratio**
1.26

Debt Service Coverage Ratio
#DIV/0!

D
ebt to Incom

e
34.51%

N
et Total Cash after Debt Service***

77,323
N

et Cash Flow
***

80,709
N

et Cash Flow
618

N
et Cash Flow

18,400
N

et Cash Flow
 

0
*Cash flow

 assum
es the bank procedures require that living expenses are calculated at 15%

 of Incom
e Available for Debt Service and less state and federal taxes.

****Confirm
 that the dividends w

ill be recurring if you are going to count the dividends from
 the closely held business.  Recom

m
end getting 3 years of Schedule B show

ing consistent dividends.  

**W
hile it is acceptable to include this new

 loan request in the global cash flow
 for the guarantors, you should also consider the guarantor's G

DSC w
ithout the new

 request included.  This gives you a clearer picture of the cash flow
 strength (or 

w
eakness) that com

es from
 the personal guaranty alone.  (i.e. Does the personal guaranty provide a tertiary source of repaym

ent - w
ith cash flow

 of borrow
er identified as the prim

ary source of repaym
ent and sale of collateral identified a 

secondary source of repaym
ent.) 

***It is recom
m

ended that you require G
eorge's Parking and Transport, LLC to also guaranty this loan request, as the $79,884 is provides the m

ost significant cash flow
 strength com

ing from
 the Personal G

uarantors.
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Methods of Accounting and Cash Flow Impact

 Cash – recognizes revenue and expenses when cash is received
or paid

 Accrual – recognizes revenue when it is earned and expenses
when they are incurred

 Tax – recognizes revenue and expenses per IRS tax rules

34
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Cash Flow Statement

• Considers the impact from the Income Statement combined with the impact of
Balance Sheet changes over the same period to tell the story of cash flowing in
and out of a business from:
– Operating Activities:  Revenue, COGS, Changes in Current Assets and Current

Liabilities, Operating Expenses, Interest Expense, Dividends/Distributions, Taxes

– Investing Activities:  Long-term Asset Changes

– Financing Activities:  Acquiring and paying debt

• Indirect Cash Flow Statement begins with Net Profit. Direct begins with Revenue.

• UCA (Uniform Cash Analysis) is a direct cash flow statement created by bankers
for bankers.  It breaks “Debt Amortization” out of operating activities to help
bankers easily see a businesses ability to service its debt.

Copyright Revised 2026.  Drexler Consulting, LLC.  All Rights Reserved.
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How is Cash Impacted?

• Sales GENERATE cash
• KEY POINT:  Increases in sales usually cause assets to grow

• Cost of good sold and expenses USE cash
• Growth in assets (AR, Inventory, Equipment, etc.) USE cash
• Decline in assets GENERATES cash
• Increase in liabilities (AP, Debt, etc.) GENERATES cash
• Decrease in liabilities (AP, Debt, etc.) USE cash
• Depreciation and Amortization – NO impact to cash.  Gains and

losses of sales of assets have usually a non-recurring impact on
cash.

36
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Analyzing UCA Net Cash After Operations

• Ideal place to start with UCA statement analysis.

• Answers the key question:  Is the business generating enough
cash to fund its operations?

• Includes income statement revenue, cost of good sold, and
operating expenses

• Includes changes in balance sheet working capital accounts

• What is the trend or key changes over a couple or several years?

• Are there areas of concern negatively impacting cash?
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Analyzing UCA Investing and Financing Activities

Cash Flow from Investing/Financing Surplus
• How fixed assets purchases, sales or dispositions impacted cash

Cash Flow from Financing
• How did the business finance its cash needs? Short-term debt, long-

term debt, available cash, or combination

Change in Cash
• Calculates total cash used or generated during the accounting period

• Balances back to balance sheet change in cash

38
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UCA NCAO Coverage Ratios

• UCA NCAO/(CMLTD + Interest)

• UCA NCAO/Debt Service from Debt Schedule

• UCA NCAO/(CMLTD + Interest + Dividends)
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GDSC and UCA Case Study

DC Building Supply, Inc. and DC Properties, LLC

40
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Blank Slide for Case Study
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Cash Flow Analysis Case Study 

Your bank has the opportunity to bring in a new banking relationship with DC Builder Supply, 
Inc.  and DC Holdings, LLC.  The DC Holdings, LLC building loan, currently with ABC Bank, 
is maturing in a few months.  The owners have requested that the $1,200,000 balance be 
amortized over 20 years at your best rate.  Based on the current payment and interest rate 
listed on the current debt schedule, there are about 10 years remaining on the loan as 
currently amortized.   

The owners are also seeking a $500,000 Line of Credit to support DC Builder Supply’s 
working capital needs.  This would replace the $100,000 LOC they have with their current 
bank, which is fully funded based on the debt schedule. 

DC Builder Supply has served the Atlanta Metro market for fifteen years.  They specialize in 
serving locally based residential builders (70 percent of business), local commercial 
builders (20 percent), and local retail DIY customers (10 percent).  DC’s customers greatly 
value the high level of personalized and advisory service they oƯer, and the company 
strives to keep inventory on hand to meet their customer’s unique time sensitive needs.    

DC Holdings, LLC owns 100% of the building occupied by DC Builder Supply.  The sole 
source of income of DC Holdings is $210,000 in gross annual rent from DC Builder Supply.  
The brothers estimate that the building is worth about $2.2 million, which is realistic based 
on an appraisal from three years ago and accounting for recent CRE value appreciation. 

Don and Lester Carter are brothers.  They each own 50% of DC Builder Supply and 50% of 
DC Holdings, LLC.  Don actively manages the day-to-day operations, and Lester serves as a 
strategic advisor, working in the business part-time.   

Don Carter’s entire career has been working in the building supply business.  He began 
working with Home Depot during college, eventually becoming a store manager and a 
regional store manager, before partnering with his brother to found DC Builder Supply.  Don 
has provided you with his personal tax returns and a current personal financial statement.  
You have pulled a credit report, which indicates no past due history and a credit score of 
740. Don’s 2025 tax return indicates that he is married and that his spouse is a homemaker.
He shows two dependents.

Lester Carter is also the 100% owner of LC Homes, Inc., a residential construction 
company also located in the Atlanta Metro area.  Lester started his residential construction 
company in early 2003.  Lester has provided you with his personal tax returns and a current 
personal financial statement.  You have pulled a credit report, which indicates no past due 
history and a credit score of 780.  Don’s 2025 tax return indicates that he is single with no 
dependents. 
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You have received three years of tax returns from DC Builder Supply.  You have not received 
the tax returns for DC Holdings yet, but Don did provide you with a 2025 year-end 
company prepared income statement.  Your credit services team member has spread the 
financial statements and provided you with an income statement, balance sheet, and UCA 
report.  They have also completed a global cash flow analysis for 2025 and spread the 
personal financial statements. 
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Total Income Available for Debt Service -  Businesses 653,800  
Total Income Available for Debt Service - Person 1 170,745  
Total Income Available for Debt Service - Person 2 113,100  
Global Income Available for Debt Service 937,645 

Total Debt Service - Businesses 261,500  
Total Debt Service - Person 1 114,630  
Total Debt Service - Person 2 62,700  
Global Debt Service 438,830 

Global DSCR 2.14
Net Global Cash Flow 498,815 

Business Only Combined DSC 2.50  
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Common Size Balance Sheet DC Builder Supply, Inc.
Currency in US Dollars

Analyst: CDrexler 12/31/2023 Common 12/31/2024 Common 12/31/2025 Common

02/13/2026 Size Size Size

Analyst: C Drexler C Drexler C Drexler

Accounting Firm:

Assets

Cash 195,000 5.9 145,000 3.8 120,000 2.8

Trade accounts rec 865,000 26.2 1,125,000 29.6 1,350,000 31.8

less Bad Debts -10,000 -0.3 -15,000 -0.4 -25,000 -0.6

Trade Receivables (net) 855,000 25.9 1,110,000 29.2 1,325,000 31.3

Inventories 1,400,000 42.4 1,800,000 47.3 2,090,000 49.3

Other current assets 35,000 1.1 40,000 1.1 40,000 0.9

Itemized Other Current Assets Total 35,000 1.1 40,000 1.1 40,000 0.9

All Other Current Assets 35,000 1.1 40,000 1.1 40,000 0.9

Total Current Assets 2,485,000 75.2 3,095,000 81.3 3,575,000 84.3

Buildings/other assets 1,260,000 38.1 1,260,000 33.1 1,335,000 31.5

less accumulated depreciation -440,000 -13.3 -550,000 -14.5 -670,000 -15.8

Fixed Assets (net) 820,000 24.8 710,000 18.7 665,000 15.7

Total Non-Current Assets 820,000 24.8 710,000 18.7 665,000 15.7

Total Assets 3,305,000 100.0 3,805,000 100.0 4,240,000 100.0

Liability & Owner's Equity

Accounts payable 550,000 16.6 750,000 19.7 800,000 18.9

Mortgages & Notes < 1 year - - 50,000 1.3 80,000 1.9

Current Maturities of Long-Term Debt 135,000 4.1 130,000 3.4 125,000 2.9

Current Maturities of Long Term Debt 135,000 4.1 180,000 4.7 205,000 4.8

Other current liabilities 100,000 3.0 100,000 2.6 100,000 2.4

Itemized Other Current Liabilities Total 100,000 3.0 100,000 2.6 100,000 2.4

All Other Current Liabilities 100,000 3.0 100,000 2.6 100,000 2.4

Total Current Liabilities 785,000 23.8 1,030,000 27.1 1,105,000 26.1

Mortgages & Notes > 1 year 445,000 13.5 370,000 9.7 420,000 9.9

Notes payable long term 445,000 13.5 370,000 9.7 420,000 9.9

Long Term Debt 445,000 13.5 370,000 9.7 420,000 9.9

Total Non-Current Liabilities 445,000 13.5 370,000 9.7 420,000 9.9

Total Liabilities 1,230,000 37.2 1,400,000 36.8 1,525,000 36.0

Capital stock 100,000 3.0 100,000 2.6 100,000 2.4

Additional paid-in capital 250,000 7.6 250,000 6.6 250,000 5.9

Retained earnings 1,725,000 52.2 2,055,000 54.0 2,365,000 55.8

Total Equity 2,075,000 62.8 2,405,000 63.2 2,715,000 64.0

Net Worth 2,075,000 62.8 2,405,000 63.2 2,715,000 64.0
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Common Size Balance Sheet DC Builder Supply, Inc.
Currency in US Dollars

Analyst: CDrexler 12/31/2023 Common 12/31/2024 Common 12/31/2025 Common

02/13/2026 Size Size Size

Analyst: C Drexler C Drexler C Drexler

Accounting Firm:

Total Liabilities & Equity 3,305,000 100.0 3,805,000 100.0 4,240,000 100.0

Tangible Net Worth 2,075,000 62.8 2,405,000 63.2 2,715,000 64.0

Working Capital 1,700,000 51.4 2,065,000 54.3 2,470,000 58.3

Capital Base 2,075,000 62.8 2,405,000 63.2 2,715,000 64.0

Powered by FISCAL Page 2 of 9
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Common Size Income Statement DC Builder Supply, Inc.
Currency in US Dollars

Analyst: CDrexler 12/31/2023 Common 12/31/2024 Common 12/31/2025 Common

02/13/2026 Size Size Size

Analyst: C Drexler C Drexler C Drexler

Accounting Firm:

Gross receipts or sales 9,975,000 100.5 11,250,000 100.4 12,350,000 100.4

Returns and allowances -50,000 -0.5 -50,000 -0.4 -50,000 -0.4

Net Sales 9,925,000 100.0 11,200,000 100.0 12,300,000 100.0

Cost of goods sold 7,252,000 73.1 8,270,000 73.8 9,100,000 74.0

Net Cost of Sales/Goods 7,252,000 73.1 8,270,000 73.8 9,100,000 74.0

Gross Profit 2,673,000 26.9 2,930,000 26.2 3,200,000 26.0

Gross Profit Margin 27 - 26 - 26 -

Operating Expenses

Advertising 45,000 0.5 55,000 0.5 65,000 0.5

Bad debts 12,000 0.1 18,000 0.2 20,000 0.2

Total depreciation 110,000 1.1 115,000 1.0 120,000 1.0

Depreciation 110,000 1.1 115,000 1.0 120,000 1.0

AmortizationDepreciationDepletion 110,000 1.1 115,000 1.0 120,000 1.0

Employee benefits 120,000 1.2 130,000 1.2 145,000 1.2

Pension, Profit-Sharing, etc. 65,000 0.7 75,000 0.7 85,000 0.7

Rents 180,000 1.8 195,000 1.7 210,000 1.7

Repairs/maintenance 35,000 0.4 40,000 0.4 45,000 0.4

Taxes/licenses 110,000 1.1 122,000 1.1 135,000 1.1

Officer compensation 250,000 2.5 275,000 2.5 300,000 2.4

Salaries and wages 980,000 9.9 1,100,000 9.8 1,250,000 10.2

Other deductions 178,000 1.8 342,000 3.1 257,000 2.1

Itemized Other Fixed Expenses Total 178,000 1.8 342,000 3.1 257,000 2.1

Operating Expenses 2,085,000 21.0 2,467,000 22.0 2,632,000 21.4

Operating Profit 588,000 5.9 463,000 4.1 568,000 4.6

Interest 52,000 0.5 48,000 0.4 45,000 0.4

Non-Operating Expenses 52,000 0.5 48,000 0.4 45,000 0.4

Other income 4,000 - 3,000 - 2,000 -

**LESS: Itemized Other Income Total 4,000 - 3,000 - 2,000 -

Net gain (loss) - - 12,000 0.1 - -

*LESS: Gain (loss) on sale - - 12,000 0.1 - -

All Other Expenses (net) 48,000 0.5 33,000 0.3 43,000 0.3

Profit Before Taxes 540,000 5.4 430,000 3.8 525,000 4.3

Net Profit 540,000 5.4 430,000 3.8 525,000 4.3

Net Profit Margin 5 - 4 - 4 -

Dividends & distributions 125,000 1.3 100,000 0.9 215,000 1.7

Change in retained earnings 415,000 4.2 330,000 2.9 310,000 2.5

EBITDA 702,000 7.1 593,000 5.3 690,000 5.6

EBIT 592,000 6.0 478,000 4.3 570,000 4.6

Powered by FISCAL Page 3 of 9
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Common Size Income Statement DC Builder Supply, Inc.
Currency in US Dollars

Analyst: CDrexler 12/31/2023 Common 12/31/2024 Common 12/31/2025 Common

02/13/2026 Size Size Size

Analyst: C Drexler C Drexler C Drexler

Accounting Firm:

Adjusted EBITDA 702,000 7.1 593,000 5.3 690,000 5.6

Line Notes Line Name Notes
* Gain/loss on sale RMA treats as Net of Other Expenses

** Other income RMA treats as Net of Other Expenses
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UCA Cash Flow Detail DC Builder Supply, Inc.
Currency in US Dollars

Analyst: CDrexler 12/31/2024 12/31/2025
02/13/2026

CASH FLOW FROM OPERATIONS
Gross Sales 11,250,000 12,350,000
Discounts & Returns -50,000 -50,000

NET SALES 11,200,000 12,300,000
Dec/(Inc) Accounts Receivable -260,000 -225,000
Dec/(Inc) Bad Debts 5,000 10,000

Dec/(Inc) Trade Receivables Net -255,000 -215,000
CASH FROM SALES 10,945,000 12,085,000
Cost of Sales/Goods -8,270,000 -9,100,000
Dec/(Inc) Inventory -400,000 -290,000
Inc/(Dec) Trade Payables 200,000 50,000

CASH PRODUCTION COSTS -8,470,000 -9,340,000
GROSS CASH INCOME 2,475,000 2,745,000

Advertising 55,000 65,000
Bad Debt Expense 18,000 20,000
Employee Benefits 130,000 145,000
Pension & Retirement Plans 75,000 85,000
Rent 195,000 210,000
Repairs & Maintenance 40,000 45,000
Taxes & Licenses 122,000 135,000
Officers Compensation 275,000 300,000
Wages & Salaries 1,100,000 1,250,000
Other Fixed Expense 342,000 257,000

Cash Operating Expenses -2,352,000 -2,512,000
NET CASH OPERATING EXPENSES -2,352,000 -2,512,000
CASH FLOW AFTER OPERATIONS 123,000 233,000

Other Income 3,000 2,000
Dec/(Inc) Other Current Assets -5,000 -

Dec/(Inc) Other Current Assets (Cash Flow) -5,000 -
OTHER CASH ADJUSTMENTS (UCA) -2,000 2,000

NET CASH FLOW AFTER OPERATIONS (UCA) 121,000 235,000

CASH FLOW FROM DEBT AMORTIZATION
Interest Expense Paid -48,000 -45,000

Dividends Distributions -100,000 -215,000
Changes After Net Profit -100,000 -215,000

TOTAL FINANCING COSTS -148,000 -260,000
NET CASH INCOME -27,000 -25,000

Current Maturities of Long Term Debt (UCA) -135,000 -180,000

NET CASH FLOW AFTER DEBT AMORTIZATION -162,000 -205,000

CASH FLOW FROM FINANCING SURPLUS
Dec/(Inc) Buildings - -75,000
Dec/(Inc) Accumulated Depreciation 110,000 120,000
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UCA Cash Flow Detail DC Builder Supply, Inc.
Currency in US Dollars

Analyst: CDrexler 12/31/2024 12/31/2025
02/13/2026

Depreciation -115,000 -120,000
Dec/(Inc) Fixed Assets -5,000 -75,000
Gain Loss On Sale 12,000 -

CASH FLOW FROM INVESTING 7,000 -75,000

NET CASH FLOW AFTER FINANCING SURPLUS -155,000 -280,000

CASH FLOW FROM FINANCING

Current Maturities of Long Term Debt 180,000 205,000
Inc/(Dec) Short Term Debt (UCA) 180,000 205,000

Inc/(Dec) Notes Payable Long Term -75,000 50,000
Inc/(Dec) Long Term Debt -75,000 50,000

CASH FLOW FROM FINANCING (UCA) 105,000 255,000

TOTAL CASH FLOWS (UCA) -50,000 -25,000

Beginning Cash 195,000 145,000
Ending Cash 145,000 120,000

CHANGE IN CASH -50,000 -25,000

*RMA includes Prepaid Expenses in All Other Non-Current Assets for Balance
Sheet comparisons, but Prepaid Expenses is counted in NET CASH
OPERATING EXPENSE for cash flow analysis
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Cash Flow in the Real World

• Owner and Investor of Several Businesses
• Highly regarded in the community
• A couple of “Cash Cow” legacy businesses
• A business venture aligned with one of the “Cash Cows” was

growing and capital intensive
• Large Speculative Real Estate investment in 2006
• Financed small business start-up for son to include building and

working capital over several years
• Global traditional cash flow within requirements, but this was only

part of the story . . .
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Connect With Us:

 Linked In:
 Christie Drexler, Drexler Consulting LLC
 Joshua Collins, Drexler Consulting, LLC
 Dianne Barton, Performance Solutions, Inc.
 Kristin Harville, Performance Solutions, Inc.

 Website
 drexlerconsultingllc.com
 performancesolutionstraining.com

 Email
 information@drexlerconsultingllc.com
 psibanktraining@gmail.com
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