1

ANALYSIS			5




The Middletown Construction, Inc. Analysis

<Name>

<Institution>


The Middletown Construction, Inc. Analysis
The Middletown Construction, Inc. is in need of external capital financing to finance the business (Vitez, 2017). The capital investment is viable in
1. There is a deficit in the month of January through April and on June to pay up the total expenses on the months highlighted below and the raw materials and labor cost on March, April and June. 
The deficit is obtained from 
a. Adding the total expense for the month and Total raw material and labor cost. 
b. The total payment collected for the month sales which accumulate to 20% of the cost or 60% of the sales cost if the 1st sales payment was paid in that month or 20% of the sales if the 2nd payment is paid in that month and the cash at hand. 
c. Subtracting the total cost of sales paid in that month deduct total expenses for the month.  
	Month 
	January
	February
	March
	April
	June
	Total

	Deficit
	 $ (45,000.00)
	 $ (45,000.00)
	 $ (160,000.00)
	 $ (15,000.00)
	 $ (24,000.00)
	 $ (265,800.00)



 	The external finance can be used by Middletown Construction, Inc. to finance their project which they are projecting on the sales. The interest can be paid from the projected profit of $1,852,800. However the company has a vital mandate to find the right funding model since getting financial aid from the wrong source may make the company lose part of the company or find the company locked into repayment terms that impair the growth of the company for many years into the future. Depending on which type of financing the Middletown Construction, Inc. will be viable to use the internal financial resources for other purposes. The internal finance can be used to pay the vendors to improve the company’s credit rating (Vitez, 2017). 
For Middletown Construction, Inc. to be approved of the credit to either purchase inventory, boost cash flow, and for a variety of other business-related expenses the lender must allow the company to borrow up to that amount and will only pay interest on the funds you access. If Middletown Construction, Inc. manages the account effectively the company may get to build the business credit. The maximum credit line (Treece, 2020) is determined by the credit utilization which comprises of capital financing. The financing is on January through April and on June i.e. this amounts to $ 289,000
[image: ]
Hence the maximum line of credit for Middletown Construction, Inc. can be offered within the spectrum of its utilization which is $ 300,000 which can be paid yearly with interest. Middletown Construction, Inc. can choose to secure the line of credit which is secured with collateral to avoid higher interest rate. 
 	For a bank to offer Middletown Construction, Inc. credit so as the company can consolidate debt, provide capital and allow for expansion. In the case of Middletown Construction, Inc.’ s capacity to repay the credit loan base on the predicted profit made which is obtained by deducting the total expenses to the  total cost of sales and the cash at hand. Since unforeseen circumstances can inhibit the repayment of loan the company can facilitate and take the risk to cover the credit with its available asset. Which gives the bank’s lien gives it the right to seize and sell those assets in an attempt to recoup its losses if Middletown Construction, Inc. does not repay the bank loan. 
The company’s is at $50,000 cash at hand this is relatively viably able to pay for the salary, lease payment and the miscellaneous monthly which accumulates to $45,000. This shows the bank that the company is committed to the business’ success and makes you more attractive as a prospective borrower. Similarly the yearly investment that amount to $23,000 by the company due on July is a viable proof of capital and funds to repay the loan (Fora Financial, 2018). The character development by Middletown Construction, Inc. base on its ability to pay for the raw material and labor cost is seen from the table below. 
[image: ]
Additionally if the market condition is viable to give a loan to the business then as a bank manager I would lend Middletown Construction, Inc. a loan payable on interest with collateral on its asset (Fora Financial, 2018). 
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Month  January February March April June Total

Deficit (45,000.00) $   (45,000.00) $   (160,000.00) $   (15,000.00) $   (24,000.00) $   (289,000.00) $ 
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Month  January February March April May June July August September October November December

 Raw materials 

and labor cost 

 $               -    $               -    $  220,000.00  $240,000.00  $225,000.00  $287,000.00  $350,000.00  $415,000.00  $242,000.00  $214,000.00  $222,000.00  $               -   


