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Executive Summary

Healthcare practice lending decisions typically rely on financial statements, tax returns, and traditional
credit bureau data. While these sources provide important historical and structural insights, they do not

fully capture how a borrower manages day-to-day operating obligations.

Operational payment behavior — including vendor payment timing, concentration, and consistency —
offers an additional dimension of credit risk insight. Structured analysis of these patterns, measured
through the Payment Discipline Index (PDI), can identify emerging stress earlier than traditional metrics

and help lenders reduce underwriting surprises.

This paper outlines how borrower-authorized accounting data can complement existing underwriting

workflows and improve credit decision confidence.

The Underwriting Blind Spot

Traditional underwriting evaluates:

» Debt service coverage

 Liquidity ratios

» Historical profitability

e Personal and business credit scores

e Collateral
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However, healthcare practices often:

* Present optimized financial statements
e Delay vendor payments to manage cash flow
< Shift payment timing between billing cycles

e Maintain strong revenue while experiencing operational stress
These dynamics may not appear in:

e D&B reports
¢ LexisNexis RiskView
* Business credit bureau data

¢ Financial statements

The result is an operational discipline blind spot — a category of risk that exists in nearly
every healthcare credit file but is rarely visible in traditional underwriting data.

What Operational Payment Behavior Reveals

Payment Timing Discipline

The Payment Discipline Index (PDI) is a composite score (0—100) that measures on-time payment rate,
days-past-due trends, and behavioral consistency across operating obligations. PDI patterns often
deteriorate before financial statement impact becomes visible.

¢ On-time payment rate by obligation category
e Days past due trends over 18-24 months
< Volatility and consistency in payment behavior

e Periods of temporary stress and recovery

Vendor Concentration Risk

High vendor concentration combined with delayed payments increases operational risk and may signal
dependence on extended payment terms or supplier negotiation pressure.

e Dependence on single or critical suppliers
e Tier 1 obligation coverage (payroll, rent, taxes, insurance)

¢ Concentration shifts over time
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Obligation Coverage

Analysis of payment patterns across vendor categories identifies whether a borrower is preserving core
operations or deferring risk.

¢ Ratio of on-time payments to operating vendors
< Stability of vendor relationships over the review period

e Essential vs. discretionary payment prioritization

Early Stress Signals

Operational payment behavior can reveal:

e Cash flow compression

e Vendor negotiation pressure
e Working capital strain

» Seasonal payment gaps

e Expansion-related liquidity stress
These signals often appear before:

e Declining DSCR
e Covenant breaches
e Credit score changes

¢ Financial statement deterioration

Early identification allows lenders to adjust structure, modify covenants, reduce exposure, or
request additional support before stress becomes visible in traditional metrics.

Complementing Traditional Credit Data
Operational payment analysis enhances — not replaces — existing underwriting tools. Credeity

analyzes borrower-authorized accounting exports, ensuring data access is controlled by the borrower

at every stage.
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Traditional Credit Data Operational Payment Behavior

Financial strength Payment discipline (PDI)

Historical performance Real-time behavioral patterns

Credit obligations Operating obligations

Bureau scores Vendor payment trends

Lender-pulled data Borrower-authorized accounting exports

Together, they provide a more complete borrower profile.

Healthcare Lending Use Case

Healthcare practices typically have:

¢ Recurring revenue with insurance payment lag
e High fixed overhead
¢ Vendor-dependent operations

e Equipment financing needs
Payment behavior analysis is particularly relevant in:

e Acquisition financing

¢ Expansion lending

* Refinance transactions
* Working capital facilities

e Equipment loans

Understanding how practices manage vendor obligations helps assess operational resilience and
identify structural risk that financial statements alone may not surface.



Implementation in Underwriting Workflow

Operational payment behavior analysis integrates into standard underwriting workflows without
replacing existing processes. Analysis is delivered within 48 hours following borrower authorization,
structured for inclusion in the credit file.

Recommended integration points:

« Initial credit review — alongside financial statement analysis

e Due diligence — as a behavioral risk supplement to bureau data

« Borderline credit decisions — where additional signal improves confidence
* Exception approvals — as independent third-party behavioral support

» Portfolio monitoring — ongoing tracking between reporting cycles

The analysis is most effective when used alongside financial statement analysis, cash flow
projections, bureau reports, and management interviews — providing behavioral context that
complements each of these inputs.

Conclusion

Operational payment discipline provides meaningful insight into how healthcare practices manage
day-to-day obligations. PDI scoring and payment behavior patterns can reveal emerging stress, vendor
dependency, and liquidity pressure earlier than traditional underwriting metrics.

By incorporating borrower-authorized payment behavior analysis into credit workflows, lenders can

reduce surprises, improve decision confidence, and enhance risk assessment in healthcare lending.

For additional information or a sample analysis, visit Credeity.com or contact info@credeity.com

Credeity provides independent third-party payment behavior analysis. Credeity does not originate loans or make
credit decisions.
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