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GOAL OF THIS SUMMER SERIES
SESSION D —> BUSINESS TAXRETURN
EXAMPLE #1, #2, #3

DEMY STIFY BORROWING

EXPERIENCE- THE 4 Cs SCENARIO #1

DEMY STIFY BORROWING <

EXPERIENCE - THE 3 Ps

Business Lending
. SCENARIO #2
Basics
UNDERSTANDING YOUR ASK+ .
Training
UNDERSTANDINGWHAT THEY < > PROFITIS NOTA DIRTY WORD

WILL APPROVE
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GOAL OF THIS SUMMER SERIES SESSION

Demystify the borrowing experience
‘Understanding your ask
‘Understanding what they’ll approve

‘Real life examples

Profit is not a “dirty word”
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DEMYSTIFYING THE BORROWING EXPERIENCE

The 4 Cs

1. Cash Flow
2. Credit

3. Collateral

4. Character
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DEMYSTIFYING THE BORROWING EXPERIENCE

The 3 Ps

1. Purpose of the loan

2. Payback plan

3. Provide proof you can pay back
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UNDERSTANDING YOUR ASK

« How much do you need

 How much can you afford to borrow
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UNDERSTANDING WHAT THEY WILL APPROVE

 Debt Coverage Ratio (DCR) 1.25x to 2.0x

« 4Lines
 Revenue
* Profit
« Basic Add Backs
* Depreciation
* Interest
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1a Grossreceiptsorsales. . . . . . . . . oo L. ia 769,098
b Returns and allowances . . . T T S, ib ,
¢ Balance. Subtract line-1b from hne 1a e e e e e e e e 1ic 769,098
2 Cost of goods sold (aitach Form 1125-A) 2
3 Gross profit. Subtract line 2 from line 1c . 5 s Wle & % % % K B & = 3 769,098
@ 4  Ordinary income (loss) frorm other parinerships, estate S e rusts (attach statement) . 4
g ‘5  Net farm profit (loss) (attach Schedule F (Form 1040)% ¥ = 5
g_ 6 Net gain (loss) from Form 4797, Part 11, line 1? 2 orm 4797) 6
- 7  Other income (loss) (attach statement) 7
8 Total income {loss). Combine lines 3 t e e e e e 8 768,008
"g 9 Salaries and wages (other than o partners) (less employmentcredits) . . . . . . . 9 245,323
% |10 Guaranteed paymentstopartners . . . . .- . . . . . . . . . o . o .. 10
E |11 Repairsandmaintenance . . . . . . . . . . . . 11 14,136
§ 112 Baddebts. . . . . . . . . L .. L. oo e e |2
g |13 Rent. . . . e o e e m w oMW om R R W T B T B E E W E B 13 40,843
§ 14 Taxes and hcenses C e e e e e e e e e e e e e e e e e i4 1,983
£ |15 Interest. . . R RE T 6,109
£ | 16a Depreciation (if requxred attach Form 4562) g o B % & 16a
& b Less depreciation reported on Form 1125-A and elsewhere on return | 16b i6c
g 17 Depletion (Do not deduct oil and gas depletion.) . . . . . . . . . . . . . 17
O |18  Retirementplans,etc. . . . . . . . . . . . . . . . . . . . . . .. i8
§ 19 Employee benefitprograms . . . . . . . . . . . . . . . . . . . . . 19
g 20  Other deductions (attach statement) . . . 20 104,686
Q |21 Total deductions. Add the amounts shown in the far nght column for hnes 9 through 20 21 413,080
22 Qrdmary business income (loss). Subtract line 21 fromline8 . . . . . . . . . 22 -256,018
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1a Gross recelpis or sales | 544,340] | b Lessretums and sllowances | | egad| e 544,340 D TJ
2 Costof goods sold (Schedule A, line8 . . . . . . . . . . . 2 103,213
8 Gross profit. Subtract line 2 from line 1¢ . 3 441,127 \° onEmET " ©
4 Dividends {Schedula C, ine 1) 4
g 5 interest .1 5
8] 6 Grossrents 6
= 7 Gross royalties g 7
8 Capital gain net income (attach Schedule D (Form 1 “I 20)} 8
8 Net gain or loss) from Form 4797, Part Ii, line 17 (attach Form 4797) . R
10 Otherincome (see instructions—attach schedule) . . . . . ... . . . . . . . . _ . . 10
1t Totalincome. Addlines3through1G . . . . . . . . . . . . . . . . .. R 2L 441,127
| 12 Compensation of officers {Schedule E, fined} . . . . . . . . . . . A 108,121
§ 13  Salaries and wages (less employmentoredits) . . . . . . . . . . . . . . . . . . 113 117,004
% 14 Repairsandmaintenance . . . . . . . . . . . . . . . . . . . . . .. 11 1,165
£] 15 Baddebts. . . . . . . . . . . . . ... ... ... s
§{ 16 Rents . . . s w2 w R W E B F & m om.e om e s e ow o om osow o ow s o o« s s]8 50,892
£! 17 Taxesand !u:ensas « m a om ow w o o m & M M O E § E s & @ om o ow s om o om owow o ow s 117 21,752
'§1ainterest.. N
€| 19 Charitable contnbutrons 19 467
E 20 Depreciation from Form 4562 not cialmed on Scheduie A or e!sewhere on retum (attach Fon'n 4562) 20 19,122
E 21 Depletion . 21
21 22 Advertising i B OB B i 4 m e owm m ow = 5 22 1,300
é 23 Pension, proﬁt-shanng, etc., plans c % B oy om o® B i ® B 5 ® 23
£ | 24 Employee henefit programs 24 13,640
'§ 25 Domestic production activities deductton (attach Form 89()3) 25
‘w | 26 Other deductions {attach schedule) - N 88.072 1
é 27 Total deductions. Add lines 12 through26 . . . . 2 3 8 G - . > 27 421,535
81 28 Taxable income before net operating loss deduction and specaal deductions. Subtract ling 27 from line 11 28 19,592
E 29 Less: a Netoperating loss deduction (see instructions) . . . . . . . 28a
b Special deductions (Schedule C.line20) . . . . . . . . . 206 20¢ 0
2 30 Taxable income. Subtract line 29c from line 28 (see instructions) . . . . . . 30 19,592
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4 Schedule M-3 attached . D | E Check if: (1) D Initial return (2) D Final return  (3) Name change (4) D Address change
1a Grossreceipts orsales. . . . . . v v vt i e e . 1a 208, 366.
b Returnsandallowances . . . . . . . . . .. ... ... 1b
¢ Balance. Subtractine IO oMM IR, « s o v v s 4 s s 0 s 6w @ § 85 § 6 28 6 an 6608 200 5 1c 208, 366.
2 Costof goods sold (attach Form 1125-A) . . . . . . . . . . . . e e e e e e e 2
. 3 Gross profit. Subtract line 2 from line1c . . . . . . .. AEAFEH I RS B RR G A ENaS 3 208, 366.
E 4 Dividends (Schedule C,line19) . . . . . . o o i i i e e e e e e 4
£ B INMBrBSl.. ... covmwwin von @ ms v E WSS S ARG EEE WA SN RS RS B 5
6 CIOSSTOMS: 50 0 5 5 515 S/ M i B 65 ¥l 5om om e 0 romelin o to) o 0 8 % 05 285 50 T 0% B e e 6 s o 6
T 088 rOYAIeS: v v v v s v wmrn s P A WS N LY B BRI G R § A NS 7
8 Capital gain net income (attach Schedule D (Form 1120)) . . . . . v v v v v v e e e e e e e e 8
9 Netgain or (loss) from Form 4797, Part Il, line 17 (attach Form4797). . . . . . . . v v v v v v v e e e e .. 9
10 Other income (see instructions-attach statement) . . . . . . . . . . . v v v i e 10
11 _ Totsl inoome: Addiinesd hrough 10 . » o o o wwwwim i o s & s i s i s i b 35 605 5§ > 11 208, 366.
12 Compensation of officers (see instructions—attach Form 1125-E). . . . . . . . . . o v v v v v v v v >|12
- 13 Salaries and wages (less employmentcreditS). . . . . . . . . . . . e e e e e e e 13
s 14 Repairsandmaintenance . . . . . . . i v i it e e e e e e e e e e e e e e e e e 14
S |15 BaddebtS . . ... i e e 15
B |00 Bl v un e us pE e B PR A ESSEE E CDh s ik e DR § G e 16 53,000.
5 17 TaxesandliCenses . . . . . . . o o i 17
g 18 UGBS s s s w9 3 S35 S ES G M S 505 5 GRS S5 S o o e 5 G owr o 5 oB 16 5 15 st B b e B s 18 4,267.
§ | 19 Charitable CoNribUONS . . . . . . v v 19 3,785,
E 20 Depreciation from Form 4562 not claimed on Form 1125-A or elsewhere on return (attach Form 4562) . . . . . 20 49,048.
S |21 Depletion . . . . .. 21
S |90 B c sov e ys p R E SN EE G SR E R T S S B 5w e o 22
° 23 Pension, profit-sharing, etc., plans . . . . . . . . L e e 23
‘E 24 Employee benefit programs . . . . . o v it e e e e e e e e e e e e e e e e e e 24
‘ 25 Domestic production activities deduction (attach Form8903) . . . . . . . . . v v v et 25
g 26 Other deductions (attaCh StatemeNnt) . . . . . . . v . v v v i e e e e e e e 26 58, 908.
€ | 27 Total deductions. Add lines 12Hhrough 26 . . « + « « o o o >|27 169, 008.
T | 28 Taxable income before net operating loss deduction and special deductions. Subtract line 27 from line 11 . . . . | 28 39,358.
g 29a Net operating loss deduction (see instructions) . . . . . ... ... ... .. 2%a
b Special deductions (Schedule C, line20) . . . . . . .. .. ... ... ... 29b
C Addlines 298:and 29D . . i . sii it b e e eie e s e e e e e s e e al s ¥ e & e s s 29¢]
g 30 Taxable income. Subtract line 29c from line 28 (see instructions) . . . . . . . v v v v e e 30 39,358.
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| 1a Grossreceiptsorsales. . . . . .. ... | 1a | 208,366
30 Taxable income. Subtract line 29¢ from line 28 (see INStrUCHIONS) . . . . . « v v v v e e 30 39, 358.
18 Interest. . . . . o e e 18 4,267.
20 Depreciation from Form 4562 not claimed on Form 1125-A or elsewhere on return (attach Form 4562) . . . . . 20 49 , 048.
Debt Coverage Ratio (DCR) 92,673

SCENARIO #1:

$250,000 Line of Credit

10% Interest Rate

$25,000 Annual Interest Rate

$50,000 Debt Coverage Ratio Requirement 2.0x

$92,673/$25,000 = 3.70x DCR
3.70x > 2.0x PASS
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1a Gross recsipls or sales [ N 544,340 b Less relums and allowances

18 interest

20 Depreciation from Form 4562 not claimed on Schedule A or elsewhers on return (attach Form 4562)

cBad| 1o |  544,340]

18 T

30 Taxable income. Subtract line 29c from line 28 (see Instructions)

Debt Coverage Ratio (DCR)

SCENARIO #2:

$250,000 Line of Credit

10% Interest Rate

$25,000 Annual Interest Rate

$50,000 Debt Coverage Ratio Requirement 2.0x
$38,714/$25,000 = 1.55x DCR

1.55x < 2.0x FAIL
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PROFIT IS NOT A DIRTY WORD

*Be profitable
*Pay taxes
*Provide proof
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THANK YOU!
QUESTIONS?
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