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Evaluating the health of your
client’s business

Geni Whitehouse, CPA.CITP, CSPM
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— Take a minute to connect
with your neighbor

#QBConnect | WiFi: QBConnect



CPE credit administered
in coordination with

CPE Process @ crrocademyorg @

In order to receive CPE credit
- Be sure to sign in or scan your badge for this session

- You must stay in the session for the duration of the training
- This session is eligible for 1 hour of CPE

- CPE certificates are emailed directly to you within 4 weeks of the conference date to the
same email address you used to register
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About today’s speaker

Geni Whitehouse, CPA.CITP, CSPM
Countess of Communication

Part-time work with wineries at BDCoCPA In
Napa Valley

Co-Founder of Solve Services, bookkeeping

Speaker the rest of the time
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Agenda

Business health
« Whatis it?
e How to measure it

 How to improve it

@ Quiickbooks.
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Health is a relative term.
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Perspectives to consider

M”I

M7=

Business Owner Banker Accountant

@ Quiickbooks.
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Business owner

Can | pay my bills?

@ Giickbooks.
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Business owner

« Cash in the Bank

e Net Income

« Cash on the Balance Sheet

CashFlowTool.com

@ Guiickbooks.
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What does a healthy
business look like to you?
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Business Stages of Development / SCOPE Matrix
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How far along is your business?
g A " L Highlight those areas where your company is the strongest.

€ Memsor P Al Rughe: Yocarved Momumon for e pranted o gamsd hdoacpa com



Can you repay my loan?




Banker

 Profit
* Operating cash flow

e Current Ratio = Current Assets
Current Liabilities
 Quick Ratio = Cash and Equivalents + AR

Current Liabilities
AR Days Sales Outstanding
* Inventory Days
« Debt to Equity Ratio

FINAGRAPH.com



Altman Z score

Altman Z Score = (1.2 x A) + (1.4 x B) + (3.3 x C) + (0.6 x D) + (0.999 x E)

Financial ratio used Formula for the financial ratio

( Current Assets — Current Liabilities )
Total Assets

Retained Earnings/Total Assets

Earnings Before Interest and Taxes / Total Assets

Book Value of Equity/Total Liabilities

m O O W

Sales/Total Assets

https://www.wallstreetmojo.com/altman-z-score/

@ Quiickbooks.
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https://www.wallstreetmojo.com/asset-turnover-ratio-formula/
https://www.wallstreetmojo.com/altman-z-score/

Altman Z score

Altman Z Score = (1.2 x A) + (1.4 x B) + (3.3 x C) + (0.6 x D) + (0.999 x E)

@ Quiickbooks.
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Bookkeeper

27220 O\ yehs
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CPA (Auditor)

Can | certify that you are
a viable business?

Financial Statements
conform to GAAP?




We need to tell the full story
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Three financial statements

3 Financial Statements

3 Bottom Lines

Income Statement

@ Giickbooks.

CONNECT
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Income statement

Did | sell goods or services for
more than they cost?

NET INCOME = first bottom line

@ Guiickbooks.

CONNECT

Bottling

Farming

Processing

Sales Price
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Net Income versus EBITDA

Sales 100,000
Cost of Goods Sold 37,500
Gross Profit 62,500
Operating Expenses
G&A 10,000
Sales & Mktg. 12,312
Operating Income (EBITDA) 40,188
Interest 1,250
Depreciation 2.500
Net Income 36,438

@ Quiickbooks.

CONNECT

Managerial Earnings
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Statement of cash flows

If | made a profit, where’s my cash?

OPERATING CASH FLOW = second bottom line

@ Giickbooks.

CONNECT

Le Cou Rouge Winery (for class)

STATEMENT OF CASH FLOWS
Jaruary - Decemter 2018

OPERATING ACTIVITIES
Net Incormm
A stroents 10 econcie Net income 1
Not Cash peowied Dy 0pecstons
1100 Accourss Necsvabio
Accourts Mecetvatie (ATY - ELR
1207 INVENTORY vestory - Bus Wiew
1205 INVENTORY nasiory - Bomwd
Woe
1210 NVENTORY oventory - Unused
Pacsagng
1300 Pregad | pernes
Weertory Avset
2000 Actoures Paystie
Z200 Actrund Exporoes
Tous Adumtvrsents 10 reconcie Net
Income 5 Nt Cash prowided by
OO aSOrn.
Nt Canh provided Dy 0D sing schvies
INVESTING ACTVITIES
15000 Furvtume and Lguprmenst
1500 Barrein
1520 Colr Equprent
1535 Tastng Room
1590 Acoumuiated Degrecimon
1607 VINEYARD DEVELOPMENT Lo
Cloarvyg
1610 VINEYARD
D VELOPWVE NT Soctstock
1020 VINEYARD DEVELOPMENT Treis
System
Net cash prowded Dy vesting activides
FRNANCING ACTIVTES
2500 Lrw of Cra
2540 Noses Payabre
920 Note payatis mesrmtees
3005 Operwryg Balance Equty
Ner: Canh prowided Dy franong actwtes
NET CASH NCREASE FOR PERIOD

Canhh & Begrang of penod
CASM AT END OF PERICO

TOTAL

AMLETS 54

STe T T

000
851 54539
T4 5T 8

244404

2.500 00
000

14006 54
23,000 00
100050878

§ S0aNT 24

13770
2300 5
12345
45000 00

13700600
50.000 00

25000 0O
139,000 0O

$ 28230 0

J2NB 00
STHR O
190,000 0O

[ R
ssss e
§ TR0
TN 00

$ s a0
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Operating cash flow

Second bottom line

@ Gliickbooks.
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Le Cou Rouge Winery (for class)

STATEMENT OF CASH FLOWS
Jaruary - Decemter 2018

TOTAL

OPERATING ACTIVITIES

Nt ncorms

Ay strments 10 wconcie Net Income 10
Not Cash peowiind Dy 0pe stons
1100 Accourss Necewvalio

Accourts Recetvable (ATY - ELW

1207 INVENTORY rwvensiory - B Wi

1205 NVENTORY rvesiory - Bomwd
Woe

1210 INVENTORY wemiory - Unused
Pacsagng

1300 Pregad | wpernes

Iveectory Agast

2000 Accoures Payabie

200 Actrund Exponrroes

Tous Adumtvrserts 10 reconcie Nt
ncome 10 Nt Cash prowided by

Op0 MOrn.
Nt Caah prowided Dy 0D sing aChvies
INVESTING ACTVITIES

15000 Furvtee and Lgupmenn

1500 Sarreln

1520 Colr Eguprent

1535 Tantrg Room

1590 ACOUTAnted Dagrocumon

1607 VINEYARD DEVELOPMENT L
Cloarvyg

QL &0 wEAEN APOYIY

AM, E7% 4

eTe T 07

000
451 545 %
A74 547 88

2444 D4

250000
000
14006 54
25,000 00
1,000 508 78

137,750 0
2360 BB
330645
45000 00

17006 00
50.000 00
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Balance sheet

Should | be in this business?
RETURN ON ASSETS= third bottom line

@ Quiickbooks.
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Le Cou Rouge Winery (for class)

BALANCE SHEET

As of December 31, 2018

ASSETS

Cuorn Assens
Bark Accounts
1000 Checkrg
Torad Bark Accounts.
Actourts Recenabie
1100 Accounes Recervatie
Accourts Recesatie AT - EUR
Tomd Accoures Receivadie
Otwr Currort Astats
1150 Alowince for Douttd Accourts
1200 INVENTORY
1201 wantiny - Buk Wee
1205 wertury « Botded Wine
1210 Inversory - Unused Packaging
Toma 1200 NVENTORY
12000 “Undepcated Fusds
1300 Prepad Experaas
1301 Invesimants
Fventory Assat
Total Owr Cumant Assats
Totsl Cument Assets
Fraed Adsens
15000 Furmiiue and EQupmine
1510 Bareds
1620 Coly Equpment
1530 Winery Egupment
1534 Tasteg Room
1550 Landd - 100 acs @ 20K sow
1500 Accumutaned Degrecanon
1600 VINEYARD DEVELOPMENT
1601 Land Cloasng
1610 Rootsiock
120 Tralg Systen
Torad 1600 VINEYARD DEVELOPMENT
Tou Fund Assets
Otwr Assats
1800 Oesgn Conts
1850 Osgarczatonad Cosm
Tous Ofer Asaats
TOTAL ASSETS

AS OF DEC 31, 2018

S50
sasma

T84177 95
R.10000
88827796

=

1 908575 .54
LU
INA8 CA
752498850
0
308000
10,000 00
00
§7.530.068 20
KN DM

187. 75083
MMITEM
12645
23000000
2220
3.000.000.00
190477 00

50.000.00
2300000
10% 000 00
184 000 20
SLE9.197 0

#0.00000
1100000
$31,000.00
$12.004 991 53

ToTAL
AS OF DEC 31, 2017 P7)

TA10 09
TR0 0%

1,450 065 02
6210000
$1.521. 15602

Q0o

106500015
4779576 80
1AMD4
5,796,060 79
Q00
5580 00
10.000 00
oo

s Emm
o050

50 000 00
2005 56
om0
250000 00
21200
3,000,000 00
£3.450 00

$3.575.005 08

40 000 00
11,000 00
$51,000 00

1 00 e

TR %
§ TR W
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om
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o0g
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a7 88
244404
17K
000
250000
o

o0e
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208774

137750 83
2.5 85
120545

oo0s

€5.000 00

Qo0

127 026,00

50 005 00
29000 00
109,000 00
184 000 02
$263 50 53

Q00

coo

$coc

$562 208 87
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Balance sheet

Le Cou Rouge Winery (for class)

BALANCE SHEET
As of December 31 2018

_ TOTAL
AS OF DEC 31, 2018 AS OF DEC 31, 2017 ) CHANGE
ASSETS '
Curvorn Assens
Bard Accourts
1000 Checkrg L5240 TN 00 JR2 2
Total Bark Acoounts s a0 $7QIN 0% §-Rm e
Accourts Receweble
1100 Accoures Recoratie 8417795 1450 065 02 £ BT 07
Accourts Recesabie AT - EUR 2.10000 210000 o0
Tomd Accoures Recewvadée $888277 96 $1.521. 15502 § £TeRTI 07
Otwr Curvort Astits
1150 Alowinoe tor Doutittd Accourts 00 o000 o0
1200 INVENTORY
RETU RN ON ASSETS 1201 owantiry - Buk Wne 1 508575 54 106500015 851 54539
1205 wertury - Boted Wi S61a 504 a8 473957 0 a8
1210 Invertory - Unused Packagng INMCA 1AMD4 248404
Tosad 1200 NVENTORY TR 88 %0 5796060 ™9 178537 3
thl d b tt Il 12000 “Undeposted Fusds 000 Q00 a0
1300 Prepad Experues 308000 S580 00 2506000
Ir O Om Ine 130! Investments 19,000 90 10,000 00 o0
Fventory Assat o0 o o0e
Total Othr Cumant Assats $7.530.088 20 SN M $1.726.437 3%
Total 1600 VINEYARD DEVELOPMENT 184,000.00 184,000.00
Total Fixed Assets $3,836,197.89 $3,575,866.96 $263,330.83
Other Assets
1800 Design Costs 40,000.00 40.,000.00 0.00
1850 Organizational Costs 11,000.00 11.000.00 0.00
Total Other Assets $51,000.00 $51,000.00 $0.00
TOTAL ASSETS $12,264,691.53 $11,702,782.86 $562.208.67
Otwe Assats
1800 Ossign Conts #3,000.00 40,000 00 000
miurr 1850 Osgarczatonal Cosm 11 00000 11,000 00 coe
@ girckbooks Yorst Oter Assats $51,000.00 $51,000.00 )
CONN ECT TOTAL ASSETS $12.204. 991 88 SRR e 562 208 87




Return on assets

ROA = Profit / average assets

Result is a ratio that can be compared to the return on other
Investments.

@ tiickbooks.

CONNECT
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Compare results

Business A Business B Business C

Profit 100,000 100,000 100,000

Assets 50,000 500,000 1,000,000

Return on ' 100/50 = 100/500 = 100/1000 =
Assets 200% 20% 10%

llllll kb k

CON\I ECT
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Three financial statements
FATHOMHQ.com

3 Financial Statements

3 Bottom Lines

Income Statement

@ Giickbooks.
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How to communicate this info

OWNER : Cash Flow Tool
BANKER : Finagraph
YOU: Fathom

Pay Pie

Peerview Data

@ Quiickbooks.
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The result

@ Gliickbooks.
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Accountant

Concerns

Client Goals

Banker’s
Concerns
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The result

@a‘\i‘flckbooks.
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#QBConnect

@EvenANerd
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Questions?



Thank you!

geni@evenanerd.com

@ gliickbooks

CONNECT



mailto:geni@evenanerd.com

Rate this Session on the QuickBooks Connect Mobile App

Provide feedback to help us design content for future events

1. Select Sessions

Wl ATAT UTE 6:48 PM

. O Fackbooks
i CONNECT

QuickBooks Connect San Jose

@ ¥ 78% .

MY EVENT

Kim Tchang
/  MySessions
* My Favorites

B Notifications

EVENT GUIDE
A Discover
2  Braindate
@ Agenda at a glance
Sessions
F Sponsors
) Activity Stream
r Speakers
5 Social
@ Quiickbooks.
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Nov 06, 7:30 AN

Braindates

Nov 06, 7:30 AR
Registration, £
Nov 06, 8:00 AN

Meetup: Busit
Facebook Grc

Nov 06, 9:00 AN

Accountant K
Nov 06, 10:00 A
Exploration &
Nov 06, 10:30 A
All About Job
Nov 06, 10:30 A
Apps and Aut

Nov 06, 10:30 A

Ecommerce A
to Know to Pu

Nov 06, 10:30 A
Everything Yo

ol AT&T UTE 6:49 PM

®

®

2. Select Session Title

@ ¥ 76% -

Sessions Q

Small Group Discussion: Social Media Strategy

Nov 07, 9:00 AM - 10:00 AM PDT

10 Things The Most Successful Bookkeepers Will
Be Doing In 2020

Nov 07, 9:00 AM - 10:00 AM PDT

Becoming an Apps Master: Connecting Apps the
Right Way to the QuickBooks Online Database

Nov 07, 9:00 AM - 10:00 AM PDT
Building the People Firm in the Digital World

Nov 07, 9:00 AM - 10:00 AM PDT
Combating Your Chronic Cash Flow Crisis

Nov 07, 9:00 AM - 10:00 AM PDT

Creating Businesses that Really MATTER
(and, Grow!)

Nov 07, 9:00 AM - 10:00 AM PDT

Day in the Life of a QuickBooks Live Bookkeeper

Nov 07, 9:00 AM - 10:00 AM PDT

Full-Time or Contract: Hiring for Success

Nov 07, 9:00 AM - 10:00 AM POT
Profit, Pricing & Purpose: The Million

3. Select Survey

@ ¥ 76% -
€« &

ol AT&T UTE 6:50 PM

sabotage aspects and tangible strategies you can use to fix
the cash flow crunch once and for all.

Ideal Audience: Anyone managing small business finances.

BEST FOR

Business Owners/Self

LEVEL

Beginning
CATEGORIES

Financial Health >

SURVEYS

“. Survey
. Share your thoughts.

NOTES

4. Add Ratings

Wil AT&T LTE 6:50 PM @ o 75% .
&«
Session Surveys
How would you rate this speaker?
Poor Excellent
How would you rate this Session?
Poor Excellent

Additional comments:

Great session!

SUBMIT
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Material Download

1. Find the session on the agenda
2. Select + for more information

3. Download PDF of slides and/or
supplemental material

https://quickbooksconnect.com/agenda/

@ Quiickbooks.
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( Search for sessions

Registration, Breakfast & Explecation

Braindames

Yoga

Breakowt Sessions

Small Business Meetup: Relationship Marketing and the Power of Human
Connection

Small Group Discussion: Social Media Strategy
Small Group Discussion: Showing up - Why What You Wear Matters

Small Group Discussion: Build Yowr Dream Bookkeepng fum

35


https://quickbooksconnect.com/agenda/

¢
OFHE

@ Giickbooks.
CONNECT

'rr' E



