Steps in Completing Business Loan 

To complete this important task you will be using lesson 1, lesson 2, lesson 3 and lesson 4 in our new accounting tutorials at www.janetbelch.com.  You will have to go back and forth between lessons to obtain the necessary data to complete the above.  The examples in the lesson feature a service business, Bromley’s Tuxedo Rentals and a merchandising company, Bromley’s Formal Wear.

1. Print out the accounting forms on the first page of janetbelch.com

2. Read the tutorial on how to set up a chart of accounts

3. Fill in the chart of accounts, adding any accounts needed for your business.  Make sure that you use the proper form.  There is one for a service business and another for a merchandising business. Put your business name on the first line

4. Press the right arrow key on the keyboard to advance to the next lesson: Balance Sheet or use the Previous and Next links.
5. Put the company name on the first line of the form

6. Put the current date on the third line of the form.

7. To come up with the cash amount on the balance sheet, determine amount of stock purchased by the employees of the company.  Write that number next to common stock and cash on the balance sheet.

8. Leave accounts receivable blank.

9. Determine dollar value for furniture & fixtures and write it next to furniture and fixtures.

10. Leave Accumulated Depreciation blank for now

11. Write in amount of Office supplies

12. If you have additional assets list them next to their account names

13. Determine value of Office Equipment needed or on hand and write it next to Office Equipment.

14. Leave Accum Depreciation and Prepaid Insurance blank.

15. If you have a merchandising business, write the words” Merchandise Inventory under the asset section of the balance sheet.  If you know the amount of beginning inventory, write it down next to the account name.  See links on this page to see how inventory can be determined.   You can use $100,000 if you wish.

16.  Now let’s total the assets.  Add up all asset amounts and write the total next to the words “Total Assets”

17. Now let’s determine the amount of money we need to borrow.  Add up all the assets with the exception of cash.

18. In addition we are planning on borrowing enough money to cover some of our monthly fixed expenses.  Plan for between $20,000 and $30,000 for each month.  Let’s plan for five month’s worth.  Remember that the VEC pays our salary expense.  

19. Add up all these numbers and write it next to Notes Payable on the balance sheet

20. Now we need to see what our monthly payments will be for this amount of money.  Click on the loan calculator link on the lesson 2 to find payment on the principal and interest.  Set it up for a 5 year loan at the Wall street Journal Prime rate.  Search for prime rate.  Add 1% to the rate if it is a variable rate loan you are seeking or 2% if fixed.  Click the radio button to complete a full amortization table.  Then click CALCULATE button.  The results show what the monthly payment is, the amount that goes toward interest and the amount that goes to pay off the loan month by month.  Can you afford this monthly payment?

21. Write down the amount of interest expense for the first month, as we will need it later on.

22. Since there are no other liabilities, take the amount of our notes payable and write it next to “Total Liabilities”.

23. Now we need to add the total liabilities and the common stock together.  Write the answer next to the words ”Total Liabilities and Equity”

24. Now let’s see if out balance sheet is in balance.  The total assets must equal the total liabilities and stockholder’s equity.

25. Now we need to go to the income statement lesson.  Press the right arrow on your keyboard.

26. Write the name of your company on the proper form.  There are two different styles of income statements.  One for a service business and the other for a merchandising business. Make sure you use the correct form.  You may have done this if you went through the quick start procedure link

27. Look at the Standard Payments for VE companies in the tutorial.  These are fixed expenses and must be paid be all companies.  Some of them are based on the number of employees in your company.  Many of these are utilities expense.  Add up all utility expenses and write them next to utilities expense on the proper income statement form. (Water, gas, electric, phone, Internet)

28. Fill in the amounts for Rent Expense, Workers’ Comp, and Auto Expense for car insurance and gasoline if applicable.

29. Write in the amount of interest expense.  Remember we calculated it above when we were using the loan amortization table.

30. Estimate amounts for the following expenses: repairs, advertising, supplies, miscellaneous expense and fill in the lines on the appropriate income statement.  See the tutorial for suggested amounts for these expenses.

31. Fill in estimates for specialized expenses for your business.

32. To calculate depreciation expense, refer to the tutorial.  Enter the amount of depreciation expense on the proper income statement.

33. Calculate Payroll Taxes Expense. FICA = .062, Medicare is .0145, FUTA is .008, SUTA is .034.  Multiple each of these percentages times your salary expense then add them together to determine the correct amount of payroll taxes.  Write it next the account name on the appropriate income statement.

34. Now let’s total up our expenses.  Add them all up and put the total on the form next to total expenses. 

The next steps for the income statement are determined by what type of business you have.  Please follow the instructions for your type of business.

SERVICE BUSINESS (If you have a merchandising business, proceed to the next page.)

1. As you can see your expenses exceed your revenue.  That means that if you were to operate your business with these expenses and this amount of sales or revenue, you would loose money.

2. We need to come up with money of our own from sales at trade fairs, open houses, grand openings, etc.

3. Subtract the revenue form the total of the expenses to see how much you are short.  This is your breakeven point.  That means that your sales and expenses match exactly and that you do not make or lose money.

4. Now let’s see how we can make money.  Trade fairs, grand openings and open housed and Internet sales are some examples.

5. Determine how much you can make in the month of November to cover your expenses and make a reasonable profit.

6. Write that amount in the income statement under Sales

7. Add Sales and other income to arrive at total revenue.

8. Now subtract total expenses from total revenue to arrive at the net profit.

MERCHANDISING BUSINESS

1. Completing the income statement is a little more difficult for a merchandising business.  We need to find cost of goods sold.

2. Fill in the beginning inventory amount.  Use your amount or $100,000

3. Click right arrow key on key board to advance to the next lesson: Break Even Analysis

4. Click on the link to Break Even Analysis Template

5. Enter the in the variable expense box your cost of goods sold percentage 

6. Enter individual expenses from your income statement into the calculator

7. Look at the break even sales level at the bottom of the calculator to find the amount of sales need to cover these expenses.  As you can see our sales are not enough to make the break-even point.

8. Subtract other income from the break-even number to see how much we are short

9. As you can see, we need to make additional sales from grand opening, trade fairs, open houses and Internet sales.

10. Put and estimated number of sales for the month of November next to sales on the income statement.

11. Add the sales and other income together to get total revenue.

12.  Now we can complete the income statement.  We need inventory to cover these sales.  Remember in our VE contract for salaries and Cost of goods sold, we have an amount for purchases.  That will not be enough merchandise to cover our sales.

13. Multiply your cost of goods sold percentage times the total revenue to get our Cost of Goods Sold.  Write that amount next to cost of goods sold on the income statement.

14. Subtract cost of goods sold from Total Revenue to get Gross Profit

15. Subtract total expenses from gross profit to get net profit.

16. Now we have all the information to submit our loan application to the VEC.  It should be faxed or e-mailed.  Nancy emailed these Forms at the beginning of October You can also find the forms at janetbelch.com -Business Plan Resources
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