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Creating Projections &
Financial Forecasts for
Loan Applications
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Agenda
● Why?
● Startup Costs
● Income Projections
● Expense Projections
● Financing concepts/loan types

Objectives
● Understand why we need projections
● Understand the components of 

projections
● Learn how to create financial 

projections to apply for a bank loan
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Why?
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● Asset purchases
○ Land, Buildings
○ Furniture, Fixtures, Equipment (FF&E)
○ Other “big” items

● Prepaid Expenses
● Working capital requirements

○ Funds ready for wages, rent, etc
○ Inventory

Startup Costs
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Income Projections
● Sources of revenue
● Seasonality - timing of revenue
● Questions:

○ Are they reasonable?
○ Are they based on research?
○ Can they be broken down into 

small components?
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● Fixed - not directly tied to sales
○ One time
○ Recurring

● Variable - directly tied to sales
○ Cost of goods sold
○ Cost of service
○ Direct labor
○ Direct costs

● Owner draws

Expense and other Cash Out
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● Sources and Uses
● Equity injection/down payment requirements
● Matching principle (useful life)
● Loan types
● Loan calculator

Financing
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Sources Uses

$20,000 My savings $55,000 Building purchase

$50,000 Bank Loan 1 $25,000 Equipment purchase

$20,000 Bank Loan 2 $5,000 Inventory

$5,000 Working cash until breakeven

$90,000 Total $90,000 Total
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● Buildings
● Furniture, fixtures, equipment
● Inventory
● Working capital

Equity Injection / Down Payment
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Matching Principle
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Loan Types

● Term
● Revolving/open
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Loan Calculator

● Term loans - amortizing loan calculator
● Open/revolving - multiply balance by annual rate, 

divide by 12 months
○ Ex. $5,000 x 10% / 12 months = $42

https://www.dinkytown.net/java/amortizing-loan-calculator.html
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● SBDC Guide to Starting Small Business
● Templates

○ Business plan template
○ 12 month cash flow projection
○ 3 year cash flow projection

● Loan calculator
● LivePlan

Tools

https://michigansbdc.org/not-yet-in-business/guidetostarting/
https://michigansbdc.org/wp-content/uploads/2024/10/MISBDC-Simple-Business-Plan-Template-2024.docx
https://score.org/resource/template/12-month-cash-flow-statement
https://www.score.org/resource/template/financial-projections-template
https://www.dinkytown.net/java/amortizing-loan-calculator.html
http://liveplan.com
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Case Study
● Identify startup costs
● Identify sources & uses
● Project income
● Project living expenses
● Project expenses
● Run the numbers and modify
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● Applying without projections
● Making up crazy numbers
● Forgetting personal living expense/owner draws
● Improper financing setup (matching principle)
● Expecting 100% financing from bank
● Forgetting working capital needs until breakeven

Common Mistakes
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Questions?
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Free Business Consulting
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Contact Us
michigansbdc.org
833.522.0025

Thank You!

Funded in part through a Cooperative Agreement with the U.S. 
Small Business Administration. All opinions, conclusions, and/or 
recommendations expressed herein are those of the author(s) and 
do not necessarily reflect the views of the SBA.

Follow Us
@michigansbdc


