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About FiscalDoctorAbout FiscalDoctor

CheckupCheckup – identify immediate issues

DiagnosisDiagnosis – thorough review of
financials and systems

TreatmentTreatment – implementation of
best practices

WellnessWellness – maintain financial health
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What I am Going to Cover TodayWhat I am Going to Cover Today

 Strategic level values statementStrategic level values statement
 Financial MissionFinancial Mission -- Executive 5Executive 5

questions to add valuequestions to add value
 What to expect from your clientWhat to expect from your client’’ss

accounting resourceaccounting resource
 Practical equity related toolsPractical equity related tools
 Emotional side of reEmotional side of re--vesting; clawvesting; claw

backback
 The emotional questions you want toThe emotional questions you want to

ask your CEO or CFO clientask your CEO or CFO client
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OverviewOverview

 A lot of these handouts and what IA lot of these handouts and what I
say will sound basic.  Therefore yousay will sound basic.  Therefore you
will ignore it and increase time andwill ignore it and increase time and
costs to serve your client.costs to serve your client.

 My time pressures were so short thatMy time pressures were so short that
I had to install barebones systemsI had to install barebones systems
and then add fuller functionality later.and then add fuller functionality later.



© Gary Patterson 2005-2007
www.FiscalDoctor.com

A different way to look at CompanyA different way to look at Company
StagesStages


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Corporate Funnel - Vision to Tactics

Vision/Mission/Objectives

Values

Strategy

Plan

Goals

Tactics
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Your Financial Mission For theYour Financial Mission For the
CompanyCompany

 Why is this a great opportunity?Why is this a great opportunity?
 Why are we building this company?Why are we building this company?
 How do we fund next 2 quarters?How do we fund next 2 quarters?
 Where are we financially?Where are we financially?
 What else do you want discussed?What else do you want discussed?
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What to expectWhat to expect -- levels of Accounting Stafflevels of Accounting Staff

PositionPosition DescriptionDescription
CFOCFO Person who makes the financials understandable. Range from TruePerson who makes the financials understandable. Range from True BusinessBusiness

Partner to Technician at $90k to $250k.  PartPartner to Technician at $90k to $250k.  Part--time CFO range from $100 to $400 an hourtime CFO range from $100 to $400 an hour

ControllerController Working manager for accounting department. Range from CFO TrackWorking manager for accounting department. Range from CFO Track
to Technician at $60k to $125k.  Partto Technician at $60k to $125k.  Part--time Controller range from $50 to $150 an hourtime Controller range from $50 to $150 an hour

AccountantAccountant Person who gets the work done, possibly certified or degreed.Person who gets the work done, possibly certified or degreed.
Range from $30k to $50kRange from $30k to $50k

BookkeeperBookkeeper Person who keeps the books. Range from minimal bookkeepingPerson who keeps the books. Range from minimal bookkeeping
skills and clerical duties to Office Manager capabilities for easkills and clerical duties to Office Manager capabilities for early growthrly growth
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CFOCFO –– Duties, When to hire, Where toDuties, When to hire, Where to
FindFind

Typical Duties:Typical Duties:
 Managing the Controller, orManaging the Controller, or Accountant(sAccountant(s) and) and Bookeeper(sBookeeper(s))
 Can sign checks in addition to or instead of Controller or OwnerCan sign checks in addition to or instead of Controller or Owner
 Approves Financial StatementsApproves Financial Statements
 Approves journal entriesApproves journal entries
 Implements more professional financial and accounting systemsImplements more professional financial and accounting systems
 Coordinates with external CPA on tax returns, compilations or auCoordinates with external CPA on tax returns, compilations or auditsdits
 Create policies and procedures for implementationCreate policies and procedures for implementation
 Safeguards assetsSafeguards assets
 Manages budgeting processManages budgeting process
 Creates sophisticated cash managementCreates sophisticated cash management
 Strategic applications of budgeting and planningStrategic applications of budgeting and planning
 Manages accounting and finance functionsManages accounting and finance functions
 Sometimes manages administrative functions or purchasingSometimes manages administrative functions or purchasing
 Upgrades product costing or bidding processUpgrades product costing or bidding process
 Interfaces with bankers and other financing sourcesInterfaces with bankers and other financing sources
 Suggests optimal financing optionsSuggests optimal financing options
 Can manage information technology in non technology companiesCan manage information technology in non technology companies
 Interface with external professionals on insurance, compensationInterface with external professionals on insurance, compensation design, and taxesdesign, and taxes
 Becomes a key member of executive teamBecomes a key member of executive team
When to hire on more than an outsourced basis:When to hire on more than an outsourced basis:
 Basically when the company grows enough that the amount being spBasically when the company grows enough that the amount being spent on the external CPA or part timeent on the external CPA or part time

CFO suggests this work should be brought back in house.  Often eCFO suggests this work should be brought back in house.  Often external equity financing sources willxternal equity financing sources will
require this position be filled and may suggest specific candidarequire this position be filled and may suggest specific candidates. Other deciding events may be one ortes. Other deciding events may be one or
more of the following:  speeding up financial statements, more smore of the following:  speeding up financial statements, more sophisticated cash flow monitoring,ophisticated cash flow monitoring,
budgets or variance analysis is needed; your banker or CPA firmbudgets or variance analysis is needed; your banker or CPA firm is telling you the position is needed;is telling you the position is needed;
owner wants to leverage their time with a key number two person.owner wants to leverage their time with a key number two person.

Where to find this person:Where to find this person:
 The best way to fill all the accounting positions is referral frThe best way to fill all the accounting positions is referral from existing CPA, law firm, or interim CFO, orom existing CPA, law firm, or interim CFO, or

your prior experience. A recruiter specializing in executive levyour prior experience. A recruiter specializing in executive level financial positions adds value in situationsel financial positions adds value in situations
like specialized industries, substantial growth, or major financlike specialized industries, substantial growth, or major financing needs.ing needs.
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ControllerController–– Duties, When to hire,Duties, When to hire,
Where to FindWhere to Find

Typical Duties:Typical Duties:
 Manages bookkeeperManages bookkeeper
 Handles Executive PayrollHandles Executive Payroll
 Can sign checks prepared byCan sign checks prepared by bookeeperbookeeper
 Signs Sales Tax returnsSigns Sales Tax returns
 Creates the more difficult journal entriesCreates the more difficult journal entries
 Prepares Financial StatementsPrepares Financial Statements
 Approves customer credit limitsApproves customer credit limits
 Is responsible for payroll processingIs responsible for payroll processing
 Implements basic financial and accounting systemsImplements basic financial and accounting systems
 Can coordinate with external CPA on tax returns, compilations orCan coordinate with external CPA on tax returns, compilations or auditsaudits
 Implements polices and proceduresImplements polices and procedures
 Creates non standard reports, including variance reviewsCreates non standard reports, including variance reviews
 Handles insurance and risk management with assistanceHandles insurance and risk management with assistance
 Begins safeguarding assetsBegins safeguarding assets
 Creates budgetsCreates budgets
 Inventory overview with assistanceInventory overview with assistance
When to hire on more than an outsourced basis:When to hire on more than an outsourced basis:
 Basically when the company grows enough that the amount being spBasically when the company grows enough that the amount being spent on the externalent on the external

bookkeeper, CPA or part time controller or part time CFO suggestbookkeeper, CPA or part time controller or part time CFO suggests this work should bes this work should be
brought back in house.  Other deciding events may be one or morebrought back in house.  Other deciding events may be one or more of the following:of the following:
financials are received more than 15 working days after month enfinancials are received more than 15 working days after month end, budgets are desired,d, budgets are desired,
variance analysis is needed, need to speed up accounts receivablvariance analysis is needed, need to speed up accounts receivable collections, or youre collections, or your
banker or CPA firm is telling you the position is needed.banker or CPA firm is telling you the position is needed.

Where to find this person:Where to find this person:
 The best way to fill all the accounting positions is referral frThe best way to fill all the accounting positions is referral from existing CPA, law firm,om existing CPA, law firm,

interim Controller or CFO, or your prior experience. In other cainterim Controller or CFO, or your prior experience. In other cases like specializedses like specialized
industries, a recruiter specializing in mid level accounting posindustries, a recruiter specializing in mid level accounting positions adds value.itions adds value.
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BookkeeperBookkeeper –– Duties, When to hire,Duties, When to hire,
Where to FindWhere to Find

BookkeeperBookkeeper –– person who keeps the booksperson who keeps the books
Typical Duties:Typical Duties:
 Maintains the basic accounting recordsMaintains the basic accounting records
 Handles vendor statements and invoicesHandles vendor statements and invoices
 Writes checks for another person to signWrites checks for another person to sign
 Balances checkbook and reconciles bank statementBalances checkbook and reconciles bank statement
 Maintains payroll records and sometimes payroll filesMaintains payroll records and sometimes payroll files
 Invoices CustomersInvoices Customers
 Maintains Accounts ReceivableMaintains Accounts Receivable
 Makes general ledger entries set up by othersMakes general ledger entries set up by others
 Prepares Sales Tax ReportsPrepares Sales Tax Reports
 Fills in for receptionistFills in for receptionist
 Prints canned financial statements and reportsPrints canned financial statements and reports
When to hire on more than an outsourced basis:When to hire on more than an outsourced basis:
 Basically when the company grows enough that the founder noBasically when the company grows enough that the founder no

longer has time to handle basic bookkeeping, or by temperamentlonger has time to handle basic bookkeeping, or by temperament
is not suited for handling basic checkbook and records.is not suited for handling basic checkbook and records.

Where to find this person:Where to find this person:
 The best way to fill all the accounting positions is referral frThe best way to fill all the accounting positions is referral fromom

existing CPA, law firm or your prior experience.existing CPA, law firm or your prior experience.
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Practical Equity Related toolsPractical Equity Related tools

 Valuation effect factorsValuation effect factors
 Distribution of proceedsDistribution of proceeds
 Cap table exampleCap table example
 Five questions benchmarkFive questions benchmark
 83 (b) election and cover letter83 (b) election and cover letter
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Valuation Projections Effect FactorsValuation Projections Effect Factors

Target
Valuation based on year 5 projections of after tax income at various multiples

Year 5 revenues 21,000,000
Year 5 EBITDA 3,780,000
Year 5 after tax net income 3,150,000

Multiple Projected Multiple Projected Multiple Projected
of PE value of EBITDA value of revenues value

3 9,450,000 4 15,120,000 0.75 15,750,000
4 12,600,000 5 18,900,000 1 21,000,000
5 15,750,000 6 22,680,000 1.5 31,500,000
6 18,900,000 7 26,460,000 2 42,000,000
7 22,050,000 8 30,240,000 2.5 52,500,000
8 25,200,000 9 34,020,000 3 63,000,000

Value does not include distribution of cash and AR less payables
PE does not reflect premium to strategic buyer, who we intend to sell to

Obtain input values from your CPA or banker.

Target
Valuation based on year 5 projections of after tax income at various multiples

Year 5 revenues 21,000,000
Year 5 EBITDA 3,780,000
Year 5 after tax net income 3,150,000

Multiple Projected Multiple Projected Multiple Projected
of PE value of EBITDA value of revenues value

3 9,450,000 4 15,120,000 0.75 15,750,000
4 12,600,000 5 18,900,000 1 21,000,000
5 15,750,000 6 22,680,000 1.5 31,500,000
6 18,900,000 7 26,460,000 2 42,000,000
7 22,050,000 8 30,240,000 2.5 52,500,000
8 25,200,000 9 34,020,000 3 63,000,000

Value does not include distribution of cash and AR less payables
PE does not reflect premium to strategic buyer, who we intend to sell to

Obtain input values from your CPA or banker.
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Distribution of ProceedsDistribution of Proceeds
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Cap Table ExampleCap Table Example
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GaryGary’’s Five Question Benchmarks Five Question Benchmark

 Gary Patterson's Favorite Questions ForGary Patterson's Favorite Questions For
Expansion ThinkingExpansion Thinking -- provides 5 honedprovides 5 honed
questions to focus Executive Teamquestions to focus Executive Team
discussions on the forest and not the trees.discussions on the forest and not the trees.
Clients have been extremely pleased withClients have been extremely pleased with
the thought process this generates for boththe thought process this generates for both
attaining stretch goals and recognizingattaining stretch goals and recognizing
earlier dangerous risk situations. With earlyearlier dangerous risk situations. With early
detection and follow up, cash shortages,detection and follow up, cash shortages,
inventory quality issues, pricing mistakes,inventory quality issues, pricing mistakes,
and margin issues can often be addressedand margin issues can often be addressed
to avoid potential disasters. The value of myto avoid potential disasters. The value of my
proprietary expansion thinking process canproprietary expansion thinking process can
range dramatically with how seriously yourrange dramatically with how seriously your
company embraces this thought processcompany embraces this thought process
using my tested and proven concepts.using my tested and proven concepts.
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GaryGary’’s Five Question Benchmarks Five Question Benchmark
 What are the three best opportunities weWhat are the three best opportunities we

could create longer term and what do wecould create longer term and what do we
need to do to best pursue thoseneed to do to best pursue those
opportunities?opportunities?

 What are the top three concerns you haveWhat are the top three concerns you have
about meeting the 2008 budget submitted?about meeting the 2008 budget submitted?

 What actions can we take to minimize theWhat actions can we take to minimize the
risk of those concerns on the 2008 budget?risk of those concerns on the 2008 budget?

 What are the three top longer term risk areaWhat are the three top longer term risk area
concerns of the Company today and howconcerns of the Company today and how
would the Company react if those concernswould the Company react if those concerns
materialized?materialized?

 What are the three most crucialWhat are the three most crucial
infrastructure issues we face over the nextinfrastructure issues we face over the next
one or two years?one or two years?
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83 (b) cover letter example83 (b) cover letter example

 DATEDATE
 CERTIFIED MAIL, RETURN RECEIPT REQUESTEDCERTIFIED MAIL, RETURN RECEIPT REQUESTED
 CERTIFIED MAIL #_____ _____ _____CERTIFIED MAIL #_____ _____ _____
 Internal Revenue Service CenterInternal Revenue Service Center
 Andover, MA  05501Andover, MA  05501 –– 00140014
 RE:  Section 83(b) Election forRE:  Section 83(b) Election for:    INSERT:    INSERT NAME, ADDRESS,NAME, ADDRESS,

AND SOCIAL SECURITY NUMBER HEREAND SOCIAL SECURITY NUMBER HERE
 Dear Sir or Madam:Dear Sir or Madam:
 Please find enclosed 83(b) Elections for the abovePlease find enclosed 83(b) Elections for the above--

mentioned taxpayer.  I have enclosed an additional copy ofmentioned taxpayer.  I have enclosed an additional copy of
this letter and the Election.  Please date and time stampthis letter and the Election.  Please date and time stamp
each copy and return them to me in the selfeach copy and return them to me in the self--addressed,addressed,
stamped envelope that I have enclosed.stamped envelope that I have enclosed.

 If you should have any questions regarding this matter,If you should have any questions regarding this matter,
please contact me at XXXXXXX.please contact me at XXXXXXX.

 Very truly yours,Very truly yours,
 TYPE YOUR NAME HERE AND HOME ADDRESS PRINT OUTTYPE YOUR NAME HERE AND HOME ADDRESS PRINT OUT

AND SIGN.AND SIGN.
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Consult w Your Professional 83 (b)Consult w Your Professional 83 (b)

 Election to Include Value of Restricted Property in Gross IncomeElection to Include Value of Restricted Property in Gross Income
 in Year Restriction Placed on Property Under IRCin Year Restriction Placed on Property Under IRC §§ 83(b)83(b)
 The undersigned hereby elects pursuant toThe undersigned hereby elects pursuant to §§83(b) of the Internal Revenue Code with83(b) of the Internal Revenue Code with

respect to the property described below and supplies the followirespect to the property described below and supplies the following information inng information in
accordance with the regulations promulgatedaccordance with the regulations promulgated thereunderthereunder::

 1.1. The name, address and taxpayer identification number of the undeThe name, address and taxpayer identification number of the undersigned are:rsigned are:
 Name:Name: Address:Address: SSN:SSN:
 2.2. Description of property with respect to which this election is bDescription of property with respect to which this election is being made:eing made:
 XXXXXX shares of Common Stock (the "Shares"), par value of $.01XXXXXX shares of Common Stock (the "Shares"), par value of $.01 per share, ofper share, of

COMPANY NAME, a __________ corporation.COMPANY NAME, a __________ corporation.
 3.3. The date on which property was transferred was _________________The date on which property was transferred was _________________..
 The taxable year to which this election relates is calendar yearThe taxable year to which this election relates is calendar year 200X.200X.
 4.4. The nature of the restriction to which the property is subject iThe nature of the restriction to which the property is subject is:s:
 The Shares are subject to repurchase by COMPANY NAME. at the taxThe Shares are subject to repurchase by COMPANY NAME. at the taxpayer's originalpayer's original

purchase price for such Shares in the event the taxpayer ceasespurchase price for such Shares in the event the taxpayer ceases to be employed byto be employed by
COMPANY NAME by a certain date, as set forth in the stock restriCOMPANY NAME by a certain date, as set forth in the stock restriction agreement.ction agreement.

 The taxpayer may not transfer any and all of his Shares until suThe taxpayer may not transfer any and all of his Shares until such Shares are no longerch Shares are no longer
subject to repurchase by COMPANY NAME.subject to repurchase by COMPANY NAME.

 5.5. Fair market value at date of transfer:Fair market value at date of transfer:
 The Shares at date of transfer had a fair market value of $XXXXThe Shares at date of transfer had a fair market value of $XXXX per share.per share.
 6.6. Amount paid for property at time of transfer:Amount paid for property at time of transfer:
 The amount paid by taxpayer for the Shares at the time of transfThe amount paid by taxpayer for the Shares at the time of transfer was $XXXX per share.er was $XXXX per share.
 7.7. Furnishing statement to employer:Furnishing statement to employer:
 A copy of this statement has been furnished to the persons requiA copy of this statement has been furnished to the persons required by Section 1.83red by Section 1.83--2(d)2(d)

of the Treasury Regulations.of the Treasury Regulations.
 Date:  _________________Date:  _________________

____________________________________________________


Name:Name:
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Other ResourcesOther Resources

 For more details on the stages ofFor more details on the stages of
growthgrowth –– www.CLevelEnterprises.comwww.CLevelEnterprises.com

 For more information on strategicFor more information on strategic
valuesvalues -- www.businessadvance.comwww.businessadvance.com
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See Booklet For Additional ItemsSee Booklet For Additional Items
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Your QuestionsYour Questions
And CFO Hot SeatAnd CFO Hot Seat

Gary PattersonGary Patterson
““So CEOs and Investors Sleep BetterSo CEOs and Investors Sleep Better””
781781--237237--36373637
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