
borrowing base analysis template excel
Borrowing base analysis template Excel is a crucial tool for businesses that
engage in asset-based lending. By providing a clear and organized view of a
company's eligible collateral, this template allows lenders to assess the
risk associated with loaning money based on the company's assets. In this
article, we will explore the importance of borrowing base analysis, how to
create an effective template in Excel, and how to utilize it for better
financial management.

Understanding Borrowing Base Analysis

Borrowing base analysis is the process of determining the maximum amount of
credit a business can secure based on the value of its assets. This analysis
typically focuses on liquid assets, such as accounts receivable, inventory,
and sometimes equipment, which can be easily converted into cash.

Why is Borrowing Base Analysis Important?

1. Risk Assessment: Lenders use borrowing base analysis to evaluate the risk
associated with lending to a business. By understanding the collateral
available, they can make informed decisions about the terms of the loan.

2. Cash Flow Management: For businesses, knowing the amount of credit
available based on their assets helps in planning cash flow and making
strategic financial decisions.

3. Compliance and Reporting: Many lenders require regular borrowing base
reporting as part of loan agreements. This ensures that the borrower
maintains sufficient collateral throughout the loan period.

Components of a Borrowing Base Analysis
Template

Creating a borrowing base analysis template in Excel involves including
several key components that will provide a comprehensive view of the
business's eligible assets.

1. Eligible Accounts Receivable

Accounts receivable are typically the most significant asset in a borrowing



base analysis. To include them in your template, consider the following:

- Total Accounts Receivable: The total amount due from customers.
- Aged Receivables: Break down accounts receivable into aging categories
(e.g., current, 30-60 days, 61-90 days, over 90 days) to assess
collectibility.
- Deductions: Subtract any ineligible accounts, such as those that are more
than 90 days overdue or disputed amounts.

2. Inventory Valuation

Inventory can also contribute to a borrowing base, but it often requires
careful valuation.

- Total Inventory: List the total value of inventory on hand.
- Eligible Inventory Percentage: Not all inventory is considered eligible.
For example, raw materials may be valued differently than finished goods.
Establish a percentage for eligible inventory based on lender guidelines.

3. Equipment and Other Assets

While less common, some lenders may allow equipment or other fixed assets to
contribute to the borrowing base.

- Tangible Assets: Identify any equipment, machinery, or tools that can be
used as collateral.
- Depreciation: Consider the depreciation of these assets when calculating
their value.

4. Calculating the Borrowing Base

The borrowing base is calculated by aggregating the eligible assets and
applying any necessary adjustments or limitations defined by the lender.

- Formula:
\[
\text{Borrowing Base} = (\text{Eligible Accounts Receivable} + \text{Eligible
Inventory} + \text{Eligible Equipment}) \times \text{Lending Percentage}
\]

This formula allows you to determine the maximum amount that can be borrowed
based on the total eligible assets.



Creating a Borrowing Base Analysis Template in
Excel

To create an effective borrowing base analysis template in Excel, follow
these steps:

Step 1: Set Up Your Spreadsheet

1. Open Excel: Start a new workbook.
2. Create Headings: Label your columns with the following headings:
- Asset Type
- Total Value
- Eligible Value
- Deductions
- Net Eligible Value

Step 2: Input Data

1. Enter Asset Types: In the first column, list the different asset types
(e.g., Accounts Receivable, Inventory, Equipment).
2. Input Values: Fill in the total values for each asset type in the second
column.
3. Deductions: Input any deductions in the fourth column, which will be
subtracted from the total value.

Step 3: Calculate Eligible Values

1. Formulas: Use Excel formulas to calculate the eligible values. For
example:
- For accounts receivable:
\[
\text{Eligible Value} = \text{Total Value} - \text{Deductions}
\]
2. Eligible Inventory: Calculate eligible inventory based on your previously
defined percentage.

Step 4: Calculate the Total Borrowing Base

1. Sum Up Eligible Values: Use the SUM function in Excel to total the net
eligible values for all asset types.
2. Apply Lending Percentage: Multiply the sum by the lender's lending
percentage to determine the borrowing base.



Step 5: Review and Adjust

- Regular Updates: Update your template regularly to reflect changes in
accounts receivable, inventory, and other assets.
- Scenario Analysis: Consider creating different scenarios (e.g., best case,
worst case) to see how changes in asset values affect the borrowing base.

Utilizing the Borrowing Base Analysis

Once your borrowing base analysis template is complete, it can be used for
several purposes:

1. Financial Decision-Making

With a clear view of available credit, businesses can make informed decisions
about investments, purchasing inventory, or covering operational expenses.

2. Negotiating with Lenders

Having a well-structured borrowing base analysis can strengthen your position
when negotiating loan terms. It shows lenders that you are organized and
understand your financial standing.

3. Monitoring Financial Health

Regularly reviewing your borrowing base analysis can help identify trends in
your business's financial health, such as increasing accounts receivable
aging or declining inventory levels.

Conclusion

A borrowing base analysis template in Excel is an essential tool for
businesses seeking asset-based lending. By understanding the components and
creating a well-organized template, businesses can effectively manage their
financial health, negotiate better loan terms, and ensure they are leveraging
their assets to the fullest. Regular updates and reviews of this analysis
will help maintain a clear picture of available credit, ultimately supporting
better financial decision-making. Whether you are a small business owner or
part of a larger financial team, mastering this tool can significantly
enhance your financial acumen and operational effectiveness.



Frequently Asked Questions

What is a borrowing base analysis template in Excel?
A borrowing base analysis template in Excel is a financial tool used by
businesses to determine the maximum amount they can borrow based on their
accounts receivable, inventory, and other eligible assets.

Why is a borrowing base analysis important for
businesses?
It helps businesses understand their liquidity position and manage their
credit facilities effectively, ensuring they borrow within their means based
on their asset values.

What key components should be included in a
borrowing base analysis template?
Key components include accounts receivable, inventory valuation, eligible
assets, advance rates, and calculations for total borrowing capacity.

How can I create a borrowing base analysis template
in Excel?
To create one, start by listing your eligible assets, assign advance rates,
and use formulas to calculate the total borrowing capacity based on your
asset values and rates.

Are there any free borrowing base analysis templates
available online?
Yes, many financial websites and accounting resources offer free downloadable
Excel templates for borrowing base analysis that can be customized to fit
your needs.

What are common mistakes to avoid when performing a
borrowing base analysis?
Common mistakes include using outdated asset values, overlooking ineligible
assets, and not accounting for seasonal fluctuations in inventory or
receivables.

How often should a borrowing base analysis be



updated?
It should be updated regularly, typically on a monthly or quarterly basis, or
whenever there are significant changes in asset values or business
operations.

Can borrowing base analysis impact my loan terms?
Yes, the results of a borrowing base analysis can influence the terms of your
loans, including interest rates and borrowing limits, as lenders assess risk
based on your asset values.
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