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Steep Brew Financial Plan 

Assumptions 

Sales: Sales figures were based on the following: 

• 8,770 potential customers 

• $5.00 per day spending 

• 3 units per day spending 

• 50% penetration of target market 

 

Cost of Goods Sold: The cost of goods sold for coffee-related products was determined by the "retail profit 

analysis" we obtained from CafeTrac.  

 

Salaries Expense: The founder of Step Brew, Carol Clavis, will receive a salary of $24,000 in year one, 

$26,400 in year two, and $29,040 in year three. 

 

Payroll Expense: Step Brew intends to hire six part-time employees at $5.75/hour. The total cost of 

employing six people at this rate for the first year is $2,760/month. 

 

Rent Expense: Steep Brew is leasing a 1700 square foot facility at $.85/sq. foot. The lease agreement 

Steep Brew signed specifies that we pay $2,000/month for a total of 36 months. At the end of the third year, 

the lease is open for negotiations and Steep Brew may or may not re-sign the lease depending on the 

demands of the lessor. 

 

Utilities Expense: As stated in the contract, the lessor is responsible for the payment of utilities including 

gas, garbage disposal, and real estate taxes. The only utilities expense that Step Brew must pay is the two-

line phone bill. The basic monthly service charge for each line provided by US West is $17.29. The total 

cost associated with the two business lines is estimated at $43.00. 

 

Marketing Expense: Steep Brew will allocate $5,000 for promotional expenses at the time of start-up. These 

dollars will be used for advertising in campus newspapers in order to build customer awareness.  

 

Insurance Expense: Steep Brew has allocated $1,440 for insurance for the first year. As revenue increases 

in the second and third year of business, Steep Brew intends to invest more money for additional insurance 

coverage. 

 

Legal and Consulting Fees: The cost of obtaining legal consultation in order to draw up the paper work 

necessary for an LLC is $1,000. 

 

Taxes: Steep Brew is an LLC and, as an entity, it is not taxed. However, there is a 15% payroll burden. 

 

Accounts Payable: Steep Brew acquired a $24,000 loan from a bank at a 10% interest rate. The loan will be 

paid back at $750/month over the next three years. The $9,290 short-term loan will be paid back at a rate of 

8%. 
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Break-Even Analysis: 

Monthly Units Break-even 9,616 
Monthly Revenue Break-even $13,366  
    
Assumptions:   
Average Per-Unit Revenue $1.39  
Average Per-Unit Variable Cost $0.35  
Estimated Monthly Fixed Cost $10,000  

 

Pro Forma Profit and Loss: 

  2005 2006 2007 
Sales $248,878  $303,548  $333,903  
Direct Cost of Sales $62,138  $75,782  $83,360  
Other $0  $0  $0  
  ------------ ------------ ------------ 
Total Cost of Sales $62,138  $75,782  $83,360  
Gross Margin $186,740  $227,767  $250,543  
Gross Margin % 75.03% 75.03% 75.03% 
    
Expenses:       
Payroll $93,291  $121,824  $129,254  
Sales and Marketing and Other Expenses $33,750  $40,000  $43,000  
Depreciation $0  $0  $0  
Utilities $9,120  $9,120  $9,120  
Insurance $6,000  $6,000  $6,000  
Rent $24,000  $24,000  $24,000  
Payroll Taxes $13,994  $18,274  $19,388  
Other $0  $0  $0  
  ------------ ------------ ------------ 
Total Operating Expenses $180,154  $219,217  $230,762  
Profit Before Interest and Taxes $6,586  $8,549  $19,781  
Interest Expense $2,436  $1,540  $1,200  
Taxes Incurred $555  $1,752  $4,723  
Net Profit $3,595  $5,257  $13,858  
Net Profit/Sales 1.44% 1.73% 4.15% 
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Pro Forma Cash Flow: 

  2005 2006 2007 
        
Cash Received       
Cash from Operations:       
Cash Sales $248,878  $303,548  $333,903  
Cash from Receivables $0  $0  $0  
Subtotal Cash from Operations $248,878  $303,548  $333,903  
        
Additional Cash Received       
Sales Tax, VAT, HST/GST Received $0  $0  $0  
New Current Borrowing $2,000  $5,000  $0  
New Other Liabilities (interest-free) $0  $0  $0  
New Long-term Liabilities $0  $0  $0  
Sales of Other Current Assets $0  $0  $0  
Sales of Long-term Assets $0  $0  $0  
New Investment Received $0  $0  $0  
Subtotal Cash Received $250,878  $308,548  $333,903  
        
Expenditures 1999 2000 2001 
Expenditures from Operations:       
Cash Spending $14,345  $15,972  $17,218  
Payment of Accounts Payable $223,877  $282,485  $302,633  
Subtotal Spent on Operations $238,223  $298,457  $319,851  
        
Additional Cash Spent       
Sales Tax, VAT, HST/GST Paid Out $0  $0  $0  
Principal Repayment of Current Borrowing $9,290  $2,000  $0  
Other Liabilities Principal Repayment $0  $0  $0  
Long-term Liabilities Principal Repayment $9,600  $5,000  $4,800  
Purchase Other Current Assets $0  $0  $0  
Purchase Long-term Assets $0  $0  $0  
Dividends $0  $0  $0  
Subtotal Cash Spent $257,113  $305,457  $324,651  
        
Net Cash Flow ($6,235) $3,091  $9,252  
Cash Balance $17,765  $20,856  $30,108  
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Pro Forma Balance Sheet: 

Assets       
Current Assets 2005 2006 2007 
Cash $17,765  $20,856  $30,108  
Inventory $6,972  $8,503  $9,353  
Other Current Assets $0  $0  $0  
Total Current Assets $24,737  $29,359  $39,462  
Long-term Assets       
Long-term Assets $0  $0  $0  
Accumulated Depreciation $0  $0  $0  
Total Long-term Assets $0  $0  $0  
Total Assets $24,737  $29,359  $39,462  
        
Liabilities and Capital       
Current Liabilities 1999 2000 2001 
Accounts Payable $12,033  $13,397  $14,442  
Current Borrowing $2,000  $5,000  $5,000  
Other Current Liabilities $0  $0  $0  
Subtotal Current Liabilities $14,033  $18,397  $19,442  
        
Long-term Liabilities $14,400  $9,400  $4,600  
Total Liabilities $28,433  $27,797  $24,042  
        
Paid-in Capital $55,000  $55,000  $55,000  
Retained Earnings ($62,290) ($58,695) ($53,438) 
Earnings $3,595  $5,257  $13,858  
Total Capital ($3,695) $1,562  $15,420  
Total Liabilities and Capital $24,737  $29,359  $39,462  
Net Worth ($3,695) $1,562  $15,420  
 

 


