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UNDERSTANDING FINANCIAL STATEMENTS
The Organization Scorecard

PURPOSE:  Every organization requires a “Scorecard” to determine if it is successful.  This “scorecard” is generally called “Financial Statements.”  The “Big 3” financial statements are the Balance Sheet, the Income Statement, and the Statement of Cash Flows.  Each statement has its own purpose and all three statements are inter-related.  Combined, the financial statements tell the organization’s business story to its employees, customers, vendors, bankers, regulatory bodies and the community at large.

PROGRAM HIGHLIGHTS:
· The Big 3 – We will explain the purpose and provide an overview of the three primary financial statements compiled by every organization: 

· Balance Sheet – a snapshot in time

· Income Statement – the “moving” picture

· Statement of Cash Flows –cash is still “King”
· Key Ratio Analysis – Once financial statements are compiled, even more and better information is available by combining some of the numbers to produce key ratios.  We will discuss the five categories of ratios: 
· Liquidity ratios

· Profitability Ratios

· Activity Ratios

· Leverage Ratios

· Other Ratios 
· The Balance of Measures.  Successful organizations have metrics focused on each of their four key stakeholders:  customers, shareholders, employees and the community at large.  We will discuss how financial metrics fit with the Balance of Measures.
INTRODUCING DAN CHENOWETH

Dan Chenoweth, MBA/CPA, is a highly sought after strategic business consultant who, in addition to heading his own consulting firm, is a popular speaker, author, and educator.  His more than 25 years of experience in executive level positions cover a wide array of industries, including telecommunications; printing and publishing; heavy equipment manufacturing; and apparel manufacturing.  Starting with a strong foundation in finance as a CPA, Dan has a broad background in American and international business.  His focus on general management issues inherent in today’s changing business environment involves organization leadership; business process analysis and improvement; project management; strategic supplier relationships; team development; and change management.  In every situation, Dan helps clients take their strategy to the bottom line. 
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QUIZ:  How Weak Are Your Internal Controls?

· From Mary Schaeffer, CPA2Biz October 6, 2011

Instructions:  Answer each of the following questions “yes” or “no” for your own company.  Then tally the total number of “yes” and “no” answers.
	Question
	Yes
	No

	1. Does your organization issue “rush” (ASAP) payments without appropriate supporting documentation?
	
	

	2. Does your organization permit the return of checks to requisitioners?
	
	

	3. Does your organization allow the same person to sign checks and approve invoices?
	
	

	4. Does your organization allow the same person to process invoices and sign checks?
	
	

	5. Does your organization allow the same person to print checks and sign them?
	
	

	6.  Does your organization have the same person conduct bank reconciliations and unclaimed property reporting?
	
	

	7. Does your organization have a petty cash box?
	
	

	8.  Does your organization allow numerous people access to the master vendor file for the purposes of setting up new vendors or changing information about existing vendors?
	
	

	9. After promoting an internal employee, does your organization forget to turn off their access to your system for their responsibilities for the former position?
	
	

	10. Does your organization neglect to deactivate vendors in the master vendor file that have had no activity for the last 12 months?
	
	

	Total Number of “Yes” vs. “No” Answers
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Report #GL100S Allen, Leach & Turek, PC Printed
Summary of Results 10/04/20xx
Period Ended September 30, 20XX
MONTH YTD
Actual Budget Difference Actual Budget Difference
$ E2 $ | % $ [ % Description $ | % $ | % $ | %
REVENUES
521,944 569% 543,083  573%  (21,139)  -3.9% Audit & Attestation 4,561,791 572% 4,779,133 573%  (217,343) -4.5%
131,483 143% 124,133  13.1% 7,350 5.9% Consulting 1,122,868  14.1% 1,092,373  13.1% 30,494  2.8%
263,783 287% 279,300 29.5%  (15,517)  -5.6% Tax 2,273,812 285% 2,457,840  29.5%  (184,028) -7.5%
542 0.1% 1,000 0.1% (458)  -45.8% Other 10,273 0.1% 9,000  0.1% 1,273 14.1%
917,753 100.0% 947,517 1000%  (29,764)  -3.1% TOTAL REVENUES 7,968,744 100.0% 8,338,347 100.0%  (369,603) -4.4%
EXPENSES
495,261  54.0% 463,241  48.9% 32,020 6.9% Wages 4,180,772 52.5% 4,169,173 50.0% 11,599 0.3%
162,338 17.7% 157,502 16.6% 4,836 3.1% Benefits 1,085,612 13.6% 1,417,519 17.0% (331,907) -23.4%
205,645  22.4% 180,664  19.1% 24,981 13.8% Other Expenses 1,522,719 19.1% 1,625,978 19.5% (103,259) -6.4%
863,244  94.1% 801,408  84.6% 61,836 7.7% TOTAL EXPENSES 6,789,103  85.2% 7,212,670  86.5% (423,567) -5.9%
54,509 5.9% 146,109  15.4% (91,600) -62.7% NET PROFIT 1,179,641 14.8% L125607: . 13.5% 53,964 4.8%
BILLABLE HOURS ]
5,864.5 6,034.3 (169.7)  -2.8% Audit & Attestation 51,256.1 53,1015 (1,845.4) -35%
1,019.3 954.9 64.4 6.7% Consulting 8,704.4 8,402.9 3015 36%
3,663.7 3,724.0 (60.3)  -1.6% Tax 31,580.7 32,771.2 (1,190.5) -3.6%
11.8 22.2 (10.4)  -47.0% Other 225.8 200.0 25.8 129%
10,559 10,735 (176)  -1.6% TOTAL BILLABLE HOURS 91,767 94,476 (2,709) -2.9%
BALANCED SCORECARD METRICS
FINANCIAL

86.91 88.26 (1.3)  -1.5% Revenue/Billable Hour 86.84 88.26 (1.4) -1.6%
81.75 74.65 7.1 9.5% Cost/Billable Hour 73.98 76.34 2.4) -31%
5.16 13.61 (8.4) -62.1% Profit/Billable Hour 12.85 11.92 09  79%
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Summary of Results 10/04/20xx
Period Ended September 30, 20XX

MONTH YTD
Actual Budget Difference Actual Budget Difference
$ | % $ | % $ [ % Description $ | % $ | % $ EZ
CUSTOMER
110,130 94,752 15,379 16.2% Revenue to New Clients 796,874 833,835 (36,960) -4.4%
8,260 9,475 (1,215)  -12.8% Fee Write-offs 111,562 83,383 28,179  33.8%
OPERATIONS
285 268 17 6.2% Charged Hours Written Off 2,478 2,362 116 49%
459 537 (78)  -14.5% Hrs not Billable, Training or Sale: 5,398 4,724 674  14.3%
LEARNING & GROWTH

285 268 17 6.3% CPE Hours/Professional 2,480 2,362 118  5.0%
228 134 94 70.1% In-House Hours Produced 1,587 1,181 406  34.4%
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