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From:  National Bank
To: ABC Company
Date: 16th February, 2018
Subject: Loan Application
The National Bank regrets to inform ABC Co that the loan application for $50,000 has been declined. The decision has been made after an extensive review of the financial statements provided by your accountant. The first reason for the denial of the loan is the fact that your organization has an un-cleared loan of $54,000 which no initial payment has been made. You have not made any attempt at paying this loan and we, therefore, believe that it is in our best interest that you show your commitment to paying the previous loan for our consideration. 
[bookmark: _GoBack]Also, our loan officer has prepared a statement of cash flows based on the values obtained from the financial statements given. Based on the analysis, it is evident that you have a negative cash flow from the operational activities. This shows that your organization is unable to generate adequate funds for the day to day operations.  Although the rate of return on assets is 20% it is quite clear that the cash flows need to be positive for our consideration. Based on this finding, we decided to compare your performance with another organization in the same industry that had defaulted on a loan payment.  We concluded that the similar condition was prevalent in the other firms. “It is because of the above reasons that we are apologetic to inform you that your loan application has been declined. Sorry for any inconvenience that may come up.” (Schwartz, Catanach, 2008)
Thank you for choosing National Bank.
*Attached is the statement of cash flows for ABC Co*
ABC Co.
Statement of Cash Flows
For the year ending 31st December 2017
1. Cash from Operation Activities
Net income (as in the income statement)						20,000
Adjustments made:
Depreciation					$5,000
Decrease in Inventory				($20,000)
Decrease in A. receivables			($25,000)
Increase in Interest Payables 			$5,000
Increase in Accounts Payables		$10,000				($25,000)
Net Cash from Operating activities							($5,000)
2. Cash from Investing Activities
Asset Depreciation				($55,000)				
											($55,000)
3. Cash from Financing Activities
Notes Payables				$45,000
Common Stock Issuance 			$20,000
Net Cash from Financial Activities 							65,000
Changes in Cash and Cash equivalents 						5,000
Cash at year start									0
Cash at year end									5,000
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