BUSINESS COST
Hidden cost:
· Obvious costs are easy to see, but you need to think very carefully about other costs that may not be so apparent. 
· Such as the cost of manufacturing any faulty items that you can’t sell, or the cost of fees that you pay for legal advice and advertising.

Fixed cost:

· While all of your costs will vary, some will not be dependent on your sales, production, or service volume. These expenses are called fixed costs. 
Variable cost:
· Some of your expenses will increase directly with your sales or production or service volume. These costs ate called variable costs. 

ESTIMATED MONTHLY EXPENSES
Your salary:

· Some entrepreneurs accept any surplus profit as their salary, others prefers, or need to pull all profit beyond their minimum needs back into their company. Still others pay themselves a regular salary. 
· You, as the owner- manager of your company, select the option best suited to your needs.
Other salaries and wages:

· A salary is a fixed compensation for a service, usually compute weekly, bi-weekly, monthly, or annually. 
· Wages are payments made on an hourly basis. 
Monthly property payments:

· If you purchase your buildings and property, you won’t have monthly rental or financial expenses, but you will have to pay property taxes.

Advertising:

· Your advertising budget may fluctuate quite a bit as you experiment with the best advertising for your situation.
·  However, you should have an idea of the approximate amount that you will budget for your first years.
Delivery expenses:

· This would include the cost of a vehicle, taxes and license, wear and tear, and fuel, as well as the wage for the employee making the deliveries.
Supplies:
· You will want to keep an ample amount of office supplies such as paper products, pencils, pens, markers, folders, staples, note pads, and other miscellaneous items, you will need to purchase invoices and sales receipts. 

Utilities: 

· These expenses are easier to estimate and will probably remain somewhat consistent unless your business is seasonal.
·  They include the cost of telephone service, electricity, natural or bottled gas, and other utilities.
Insurance:
Taxes:

· You will have federal, state, and social security taxes to pay, and in some communities, a county tax.

Interest:
· The interest you pay on the capital that you borrow for your business is a real-cost. 
· If you have a fixed interest rate, you will know exactly what your monthly interest expenses ate. 
· If your loan has a variably interest rate, you will need to estimate that cost.
Maintenance:

· This means that someone will come in at regular intervals to check your equipment for problems and to clean and oil your machinery. 
Legal and other professional fees:
· You may regularly use the services of a lawyer, accountant, or some other professional. 
Miscellaneous:

LEASE OR FINANCE
A lease is similar to a rental agreement. Lease is usually written for a longer period of time, and has more specific provisions in the contract. Leasing can apply to more than the property and the building that houses your business. You may also want to consider leasing your production or service equipment and machinery. 
LEASE AGREEMENT
The lessee is the person (or company) who uses the asset. The lessor is the person (or company) who owns the asset. There are several items which should be specified in a lease agreement.

1. The financing arrangements and the payment amounts 

2. The term of the lease

3. The settlement provisions in case of damage or destruction
4. The party that receives the investment credit

5. The party that is responsible for maintenance and taxes

6. The renewal options that exist

7. The cancellation penalties

8. The party that will make insurance payments for the leased equipment or buildings

9. Any special provisions

ADVANTAGES AND DISADVANTAGES OF LEASING
Advantages of leasing:

· No down payment
· No financial restriction
· Longer period of payments
· Tax benefits
· Disposal of obsolete equipment
· Shot-term use of equipment
· The use of expensive equipment
Disadvantages of leasing:

· Binding arrangement
· Loss of investment tax credit
· Lack of convenience
