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1The information provided herein is for informational purposes only and should not be construed as financial, investment, tax, accounting or legal advice.
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Good morning, everyone; thank you for your time today.

My name is Cheryl Folkerth; I am a Principal at REDW, a CPA and business advisory firm based in the Southwest offering a wide array of professional services. We do Tax and Audit, from compliance through consulting, as well as human resources consulting, wealth management, business software, forensic accounting and litigation services, valuation, of course, my own specialty, Client Advisory and Accounting Services.

I’m excited to share with you today.  Bookkeeping is an essential function in your business for both legal and financial management purposes.  We have assisted clients through most types of financial reporting and investment transactions, other than going public.

Today I’m going to share with you a CPA’s perspective on Importance of Bookkeeping for Small Business Growth.  ADVANCE SLIDE
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And in particular, the 5 things I think you should do immediately, whatever the stage of the business life cycle your business is at.

Forming relationships with sources of capital
Having a clear, detailed financial plan
Staying current on your industry trends
Maintain accurate, timely financials
Build an advisory board
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Let’s start with the essentials (aka as the really dry stuff)

Bookkeeping is the act of recording and reporting on the results of your operations
It should provide you with detailed records of your assets, liabilities, equity, revenue expenses and cash flows
Basic financial statements include a balance sheet, income statement and cash flows
A balance sheet provides an overview of a company’s assets, liabilities, and shareholder equity, showing how much money a company would lose or retain after selling all assets and paying off all debts. 
An income statement shows the amount of sales, expenses, and profit flowing through a business over a period of time. This statement is sometimes called the Profit and Loss Statement, or “P&L” for short. It culminates in the “bottom line,” which shows a company’s profitability, or net income, after all costs are accounted for.
A cash flow statement is a detailed measurement of cash inflows and outflows to determine if a company is generating enough revenue to cover its debts, expenses, and investments.
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Cash flow is the number one struggle that small business owners face on a day-to-day basis. Paying attention to the importance of bookkeeping can help you mitigate that challenge by keeping close track of the cash moving in and out of your business.
There are many different models for managing cash flow.  When you’re starting out an Excel spreadsheet with the basics is a very good place to start.
Accurate bookkeeping provides you with the information you need to plot when you need the cash, when you can expect to collect the cash and when you need to be ready with outside sources
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Having complete and accurate bookkeeping smooths the process of preparing mandatory tax reporting
This not includes income tax reporting, but all the other compliance reporting a business is required to complete.  For example, sales and use tax, payroll reporting, PPP loans, some corporation reporting
Accurate records support better faster tax preparation
Tax planning opportunities
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Maintain accurate, timely financial statements.
Right!  Yes, financial statements!  Now, I know you’re excited – me too, but hold your applause for just a second.
AS a CPA – I am basically required to make a shameless plug for accurate, timely financial statements, but they really are critical.
A basic balance sheet and income statement show where you’ve been and where you are, financially.  Among many other things, they show your profitability, liquidity, and solvency.
Profitability – the ability of your business to generate profits, plain and simple.
Liquidity – the ease of access to converting your assets to cash (Receivables are collected, inventory sold and collected, etc.)
Solvency – the amount or ratio of assets in excess (hopefully) of liabilities; typically those assets and liabilities that are accessible or due in 90 or 180 days.
I know – I know!  This seminar is about obtaining capital!  But it you don’t have any solvency or liquidity of your own at all, an investor may be concerned about their ability to earn a return on their investment.
There are countless financial ratios and metrics to ponder; it is important for you to identify and focus on the Key Performance Indicators (KPIs), know what they are, know what they mean, and know what to do about them.
Showing your investors that your financial statements are complete and accurate, well understood by you, and used as a tool by you will help endear you to those whose concerns and interests are largely financial.
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I want to take a moment to slow down, here and speak a little more on your accounting.
Your time, as the business owner or executive is not tell spend on accounting tasks.  But if your accounting isn’t being kept up to date or accurate, you will struggle to
obtain capital
be able to assess the financial health of your business
Or look forward with budgeting or forecasting
YOU. SHOULD. NOT. waste your time 
The best advice in this regard that I can offer is to seek a suite of accounting information systems that can automate much of this work for you and outsource the rest.
Systems like Sage Intacct, QuickBooks Online, Botkeeper, Bill.com, Expensify, Fathom, Dext.com, AutoReview.io, and more can provide you, together, with a suite of connected applications to automate many accounting functions from the start.
We use these systems and others on behalf of our CAAS clients.
Many of these systems are:
Available with no long-term contracts
Provide supreme uptime and security and are available to you 24/7 around the globe from any internet connected computer.
Directly integrated with one another for overnight syncs and real-time collaboration.
AT THE MINIMUM
You need an accounting system that can produce financial statements often and easily.
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Also, I can’t proceed without emphasis the importance of your tax compliance.
One of the things many investors look at in order to limit their risk is whether you’re in compliance with the various kinds of taxes that may affect you; these would typically include:
Income tax, sales & use tax, payroll tax, and many more.
You head about income tax in the news all the time, but sales and payroll taxes are equally complex.
Unless your business is itself providing tax related services and consulting, you should supplement your own understanding of taxes with experts.

If you don’t feel confident in this – Do not expect yourself to be an accountant – there’s a reason that a whole body of us have dedicated our careers to accounting – you should plan to rely on an accountant!
Find a relationship that can help – your friendly, neighborhood CPA is standing by, yours truly included.
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Build an Advisory Board for your business and your executive team.
You’ve probably served on boards; your organization should have a board itself.
You and your executive team need access to guidance and advisement, and the ability to speak freely with these advisors.
Consider including on your Board: retirees with experience in your industry, professional service providers (CPAs, Lawyers, Insurers, Bankers) to your industry, local business executives, creative and thoughtful people outside your industry, people who are constructive, not just critical.
You board can be paid or unpaid!  But you should do what it takes to develop them into a committed resource to you.
Then, make sure you leverage your Board.  If it’s becomes a hassle or burden, you’re doing it wrong.
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And in particular, the 5 things I think you should do immediately, whatever the stage of the business life cycle your business is at.

Do the essentials; record, report and budget
Manage and plan for cash flow
Smooth tax preparation and increase tax planning opportunities
Improved decision making and planning
Build a team 



5 KEY REASONS WHY BOOKKEEPING 
MATTERS 

• Provides information regarding the health of your business.

• Keep close track of the cash moving in and out of your 
business.

• Provides a smoother tax preparation and planning process.
• Growth, strategy and planning are fueled by analysis.

• Build and rely upon business advisory relationships.
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So, in closing, these are the 5 items we recommend you do immediately.  You’ll note – these are not super technical and some of them are echoed in the topics of the other presentations you’re hearing this morning.  This is because these are critical and foundational, and the technical piece can always come through professionals you hire or engage.  

.
Again, your business will need accurate bookkeeping for growth and maintenance; make sure you consider these points so you’re ready before the day comes
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Cheryl Folkerth, CPA
Principal

602.730.3640
cfolkerth@redw.com
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Here is my contact info – if I could give one more piece of advice today: use my contact info and that of the other presenters.  Reach out!
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