
 

 

 

 

Financial Reporting 

 

 

 

Buying a Condo 

 

When you find a house you want to buy, you usually need to obtain a mortgage. If 

you want to buy a $100,000 condo, a bank will not give you the full amount in a 

mortgage. They want you to jeopardize your money before they will jeopardize theirs. 

They want you to put money down. They would like you to put 20% down and they 

will provide a mortgage for the remaining 80%. The condo costs $100,000, the 

mortgage is $80,000, and your down payment is $20,000. For every dollar you put 

down, the bank will lend you four dollars. This is the first step you have to meet in 

obtaining the loan, a 4 to 1 debt to equity ratio. They will still not lend you the money 

until they have an appraisal done to verify the condo is worth at least the $100,000. 

They need this assurance so that if you default they can force the sale of the condo 

and get back their money. They get paid back before you. This step assures adequate 

collateral. We have a person who wants to buy this $100,000 condo. They are going to 

put $50,000 down. The condo appraises at $150,000 but the bank will not make the 

loan. The person applying is on social security making only $500 per month. The 

money they have coming in, less the bills they have to pay, does not leave enough to 



pay the mortgage. They do not meet the final step, ability to repay. You need to meet 

all three steps in the borrowing process whether this is a mortgage for a condo, a 

business startup loan, or an equipment loan. 

 

The Financial Reports 

 

The $100,000 condo is your asset. The $80,000 mortgage is your liability. The $20,000 

down payment is your equity. The total assets, $100,000, equal the total liabilities and 

equity, $100,000. They are in balance. This is a balance sheet. In a business your assets 

would not be the condo but cash, accounts receivable, inventory, equipment, etc. 

Your liabilities would not be a mortgage payable but accounts payable, taxes payable, 

equipment loans, etc. Your equity would not be a down payment but your capital 

invested plus any profits you maintain in the business. 

 

You record your business income and you subtract your business expenses. A positive 

difference is a profit, a negative difference a loss. This is called a profit and loss 

statement.  

 

The Certified Public Accountant 

 

Before you had your own business you gave your employer name and telephone 

number when you wanted to buy a car, a house, or a boat. They would call your 

employer to verify your income and ability to repay. Now that you are your own 

employer, they are not dumb enough to just take your word. They are looking for an 

independent person’s signature on your records. They are looking for a CPA 

signature. They will ask for tax returns, balance sheets, and profit and loss statements. 

 



 

Preparation, Compilation, Review, and Audit 

 

When a CPA is not engaged to prepare a compilation, review, or audit, the level of 

service provided is a Preparation level. The CPA does not issue a signed letter and 

designates that no assurance is provided. When the CPA signs a letter, which goes 

along with a financial report, designed for third party use, he is providing assurance. 

There are different levels of assurance in these letters. The lowest level simply says the 

CPA compiled the information based on information you supplied. Third parties 

usually accept this level. If you have a bank loan or need bonding, a review level letter 

gives third parties more assurance. If your bank or investors need the highest level, an 

audit level letter will be needed. 

 

For more resources visit www.rjclark.com. 

 

http://www.rjclark.com/


 
 
 
 
 

Your First 
Critical Year 
In Business 

 
Robert J. Clark 

 
 
 
 
 
 
 

  



 

 

 
 
 
Copyright © 2016 by Robert J. Clark 
 
 
All Rights Reserved. No part of this book may be reproduced in any manner without 
the express written consent of the publisher, except in the case of brief excerpts in 
critical reviews and articles. All inquiries should be addressed to Robert J. Clark, 573 
Inverness Court, Oxford CT. 06478. 
 
Printed in the United States of America 
 
ISBN-13: 978-1533379139 
ISBN-10: 1533379130 
 
Your First Critical Year In Business 
Robert J. Clark 

 

 
  



          Robert J. Clark – New Business QuickStart 
          New Business Owner Training Manual 

 

          Your First Critical Year In Business 
 

   Entity Selection     1 
   Registrations     14 
   Bookkeeping Basics    18 
   Accounting Software   28 
   Income Taxation    34 
   Sales Taxation     38 
   Payroll Taxation    40 
   Employee vs. Subcontractor  45 
   Employee Benefits    48 
   Pricing      50 
   Business Plans     55 
   Executive Plans    59 
   Financial Reporting    61 
   Business Borrowing    64 
   Business Advisors    67 
   And Much More    70 

 
Copyright 2016 Robert J. Clark 

All Rights Reserved. 
This publication is designed to provide accurate and timely authoritative information in regard to the 
subject matter covered.  It is sold with the understanding that the publisher is not engaged in 
rendering legal, accounting, or other professional services.  If legal advice or other expert assistance 
is required, the services of a competent professional person should be sought-from a Declaration of 
Principles jointly adopted by a Committee of the American Bar Association and a Committee of Publishers and 
Associations. 
 
This book, or parts thereof, may not be reproduced in another document or manuscript in any form 
without the permission of the publisher. 
 

Robert J. Clark - Oxford CT. - rjc@rjclark.com 
 

Visit www.rjclark.com. 

mailto:rjc@rjclark.com
http://www.rjclark.com/

