
www.griffinhammis.com 

 

TX VRC Resource Tool 

Adjusting Owner’s Draw 

Introduction 

This resource tool is designed to help VR Counselor’s, and CBTAC’s assist VR customers with 

understanding how and why adjustments to the owner’s draw are needed when completing the 

VR-1805 Financial Projection Spreadsheets. 

Why Adjust the Owner’s Draw? 

The VR-1805 Financial Projection Spreadsheets provide both projections of business financials 

and projections of the business owner’s overall income.  The Profit and Loss (P&L) projections, 

Cash Flow projections and Break-Even Analysis help prospective business owners see the 

financial feasibility of the business. The Personal Income and Benefit Analysis sections provide 

personalized information on Social Security benefits (if applicable), as well as, any projected 

discretionary income remaining after factoring business monthly expenses. 

To calculate benefits information, the spreadsheets draw from data entered in the Profit and 

Loss (P&L) section of the Projections tab.  The spreadsheet automatically takes the net profit 

from the business, converts it to Net Earnings from Self-Employment (NESE), and distributes it 

equally across 12 months as “Owner’s Draw”.  You will see this in the Cash Flow section of the 

Projections tab of the spreadsheet (see Figure 1, Line 83 – Owner’s Draw).  NESE is distributed 

across 12 months so the spreadsheet can accurately project how Social Security benefits will be 

impacted in the Benefits Analysis Section.   

In reality, the business owner will likely not draw the entire amount projected (1/12 of NESE) for 

a number of reasons: 

1. These are projections and may not accurately reflect the actual amount of net profit. 

2. The spreadsheet distributes income across 12 months regardless if the business has 

operated less than 12 months (for example: the business in Figure 1 didn’t launch until 

July). 

3. Business owners will likely want and need to accrue equity in their business account to 

create a cushion and save for future purchases. 

Thus, all prospective business owners, with the help of their CBTACs and VR counselors will 

need to adjust the owner’s draw on the VR-1805 Financial Projection Spreadsheet before 

submitting it with the business plan for approval.  
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FIGURE 1 – Unadjusted Cash Flow Projection 

 

 

How to Adjust the Owner’s Draw 

Note that Line 83 (Owner’s Draw) is locked because the cells contain formulas (all white cells are 

locked).  Since you can’t change the owner’s draw on Line 83, you will need to add the 

difference in what was projected and what was actually taken out on Line 54 of the Cash Flow 

Statement under the section “Cash In”.  This might include all or part of the amount of owner’s 

draw shown on Line 83, depending on if any owner’s draw was taken out. 

1. If the business will not operate that month, or no owner’s draw is anticipated to be 

taken out, enter the total amount shown on Line 83 into Line 54 as an “Owner’s Cash 

Infusion”. 

2. If the business owner expects to take an owner’s draw that is less than the calculated 

amount, enter the difference between the amount shown on Line 83 and the amount 

actually taken out on Line 54. 

You’ll see an example for Sarah in Figure 2.  Sarah is starting a clothing alteration and repair 

business within a large dry-cleaning business in her community (a business within a business).  
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She plans to launch the business in July and build up slowly during the last two Quarters of Year 

1.   

You’ll see in Figure 2 that her Year 1 Net Profit is automatically converted to Net Earnings from 

Self Employment (NESE = Net Profit x .9235), then divided by 12 = $332/month which is 

assigned as Owner’s Draw on Line 83.  But because the business didn’t launch until July, she has 

added the $332/month back in on Line 54 (Owner Cash Infusion) so that her ending cash prior 

to business launch remains at zero ($0).   

 

All Prospective Business Owners, with the help of their CBTAC’s and VR Counselors will need 

to adjust the owner’s draw on the VR-1805 Financial Projection Spreadsheet. 

 

In addition, Sarah would like to build up some capital in her business and has agreed to take 

out only $300/month of Owner’s Draw during the second six months of Year 1 (July – Dec).  The 

difference between what was projected ($332/month) and what is expected to be taken out 

($300) is entered on line 54 ($322 - $300 = $32/month). 

FIGURE 2 – Adjusted Cash Flow Projections 
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In this case, Year 1 represents a start-up period, where Sarah is taking out very little in Owner’s 

Draw.  In Year 2 you will need to help Sarah determine a reasonable Owner’s Draw, given her 

Ending Cash each month.  Year 2 Annual Net Profit is converted to NESE and divided by the 12 

months of the year, in this case, projecting an Owner’s Draw of $1140/month.  You’ll see that if 

Sarah takes out the full $1140/month of Owner’s Draw she will maintain approximately $2,000 

in her business bank account to cover any unanticipated expenses. This may be sufficient, or 

she may need to make additional adjustments. 

Keeping the business cash flow positive is critical to business success.  You will need to discuss 

potential future needs with VR customers and determine the amount of operating cash the 

business needs to have available before determining Owner’s Draw.  

Note – for Supported Self-Employment, part of the closure criteria includes having at least 3 

months of operating cash built up in the business account. 

 

Figure 3 – Year 2 Cash Flow Without Additional Adjustments 

 

 


