UTILIZING
PROFITCENTS

Helping financial advisors improve the financial
performance of their business clients
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Course Agenda

Introduction and background

What is ProfitCents?

How do firms use ProfitCents?

Key Reports

Best practices: implementation

Using ProfitCents as a value-add



Services early stage small businesses want from accountants

tax planning

cash planning and forecasting

bookkeeping

monthly management reporting and KPls

business planning and strategy

IT and software

business coaching

human resources . advisory services group

L LivePlan 2018 Bplans Small Business Survey

Want from Accountants
and Advisors

([ loents

What Small Businesses

Services established small businesses want from accountants

tax planning

bookkeeping

monthly management reporting and KPIs

cash planning and forecasting

business planning and strategy

business coaching

IT and software services

human resources . advisory services group

[ LivePlan 2018 Bplans Small Business Survey

Businesses are least confident in their financial and
business planning strengths

Established businesses see value in business planning
Businesses want strategic advising services from
accountants as much or more than they want
compliance services

Nearly half of established businesses don’t have an
accountant

Accountants can advise on accounting solutions
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KEY FEATURES OF PROFITCENTS
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Four Common Ways Firms Use ProfitCents

m Acquire and develop clients

m Differentiate your firm and sell additional
services

m Software as a service that helps scale your
firm

m Preliminary and final analytical review

i/ loents

SWINDOLL
4’ JANZEN
HAWK &

ProfitCents is a competitive advantage for
our firm. We are able to provide value-added
services to our clients and give them much
more meaningful information that we weren't
able to provide in the past. It's incredible

that a comprehensive report that would take
me 10 hours to compose can be generated by

ProfitCents in 15 minutes.

LOYD, 1ic
Certified Pulilic Accountants
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Industry research and benchmarking INDUSTRY FINANCIAL DATA AND RATIOS

‘View Formula Key Average by Year (Number of Financial Statements)
— ;i‘;‘t;i 2018 2017 Last5 Years All Years
(2,424) (4,126) (19,708) (40,653)
(2,477)

Current Ratio 3.15 3.08 2.88 2.88 272
Quick Ratio 1.47 1.35 1.30 1.31 1.24
1 Gross Profit Margin 27.35% 27.48% 29.32% 29.42% 29.26%
Marketing Collateral L2 -
Net Profit Margin 5.02% 5.15% 3.68% 2.06% 2.10%
Inventory Days 272.50 282.93 279.43 308.78 300.17
Aecounts Recelvaple 18.37 18.80 18.01 18.42 1870

Days
Accounts Payable Days 18.07 8.7 17.25 18.47 19.26
Interest Coverage Ratio 1.26 10.93 10.08 8.46 8.49

Efficient Deliverable




INDUSTRY FINANCIAL DATA AND RATIOS

Green: Company metrics highlighted in green are within the top 20% of the industry.
Red: Company metrics highlighted in red are within the bottom 20% of the industry.

Industry Data

View Formula Key (Number of Financial Statements)

Financial Metric Company Data Recent 12 Distance 2018 2000-

Months from (157) Present

(136) Industry (2852)

: : Current Ratio 8.72 379 130% 333 3.00

Value-Added Reporting For Clients Quick Ratio 8.44 226 159% 298 250
Gross Profit Margin 67.84% 63.75% 6% 66.76% 64.90%

Net Profit Margin -22.48% 10.64% -311% 9.98% 9.70%

Inventory Days 0.00 - - - 0.06

Accounts Receivable Days 67.70 42.56 59% 36.55 3724

Accounts Payable Days 0.00 2235 -100% 2475 31.59

Interest Coverage Ratio -37.82 1571 -341% 16.71 13.92

Debt-to-Equity Ratio 0.97 2.38 -59% 2.38 2.61

SWOT Ana lysis Return on Equity 129.97% 70.44% -285% 62.05% 6511%
Return on Assets -66.06% 42.60% -255% 39.86% 38.21%

Gross Fixed Asset Turnover 723 19.45 -63% 19.79 17.79

PROFITS & PROFIT MARGIN

What are some things the company might do to develop favorable profitability trends?

) Monitor labor costs continuously by watching the number of hours that each employee works
so that overtime pay is not necessary.

Cross-Selling for Consulting Engagements

) Watch food costs. Consider occasional trips to Costco or Sam's Club to save a few dollars on
certain items.

) Create cost menus so that each menu item has a cost associated with it. This will help in
figuring out what the profit margins are for each dish and which items should be removed. If
needed, adjust menu item marketing to improve profitability.

) Utilize employees to the fullest capacity. Send unneeded servers home or close between
meals. Have servers help with kitchen preparation or in another area when not busy, as this
can help significantly reduce payroll costs.

} Keep a close eye on supply usage. Inventories are susceptible to theft and overuse by
employees or others, and could eventually cost the restaurant a great deal of money.

} Include takeout food or home-meal-replacement items to attract time-pressed customers to
the restaurant. Designate a separate area for take-out, train staff in take-out guidelines,
provide convenient parking, and use proper packaging that will prevent food from spilling.

) Check freezer seals to reduce energy costs.




Comprehensive Written Analysis

Highlight Strengths & Weaknesses

Benchmark Client Against the Industry

Report Summary

Liquidity

Profitability

Sales

Borrowing

Assets

Liquidity ®®@®®¢ 84 out of 100
A measure of the company's ability to meet obligations as they come due.

Operating Cash Flow Results

Cash flow is negative this period, on weak profitability, and it has decreased relative to
sales. Because overall liquidity is still quite solid, this may not cause too much concern,
particularly if it is a one-time occurrence. However, negative cash flow should always be
examined, as even the best liquidity positions can decline over time if cash flow and profit
results turn consistently negative.



Forecasting & “What-If” Scenarios

Loan Analysis

Calculate Informal Valuation (DCF)

Marketing Consulting Services

Take a snapshot of a projection and perform a what-if scenario on the current
projection using the projection controls.

Initial Current Projection

12/31/2019 Iu;zx/zoas vl

Income Statement

Sales (income) $241,2189 $493,414
Cost of Sales (COGS) $75,333 $154,093
Gross Profit $165,886 $339,321
Overhead or 5,G,& A Expenses $265,502 $396,045
EBITDA (5100,516) (557,624)
Net Income ($105,466) (562,574)

_Balance Sheet

Cash (Bank Funds) (566,367) ($27,237)
Total Current Assets (520,013) $22,879
Net Fixed Assets $58,681 $58,681
Total Assets §38,668 $81,560
Total Current Liabilities $10,489 $10,489
Total Long Term Liabilities $60,085 $60,085
Total Equity (531,907) $10,985
Valuation

Company Value (8551,245) $912,321
Projection Assump

Sales Growth -43.29% 16.00%
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Actual Expected
12/31/2016  12/31/2017 12/31/2018  12/31/2018 % Diff Notes

Income Statement Data

Sales (Income) $750,000 $478,563 $425,357 $239,282 78%

Automatic eXpeCted values Cost of Sales (COGS) $202,335  $143,234  $136,785 $69,498 7%
Depreciation (COGS-related) 50 $0 $0 $0 0%

Direct Labor $0 $0 $0 $0 0%

Direct Materials 30 $0 50 $0 0%

Gross Profit $547,665 $335,329 $288,572 $169,784 70%

Measurement and review of an entity’s Gross Profit Margin 73.02% 70.07% 67.84% 70.96% -4%
financial performance Depreciation $2,572 $0 $0 $0 0%
Amortization $0 $0 $0 $0 0%

Overhead or S,G,& A Expenses $578,921 $398,501 $380,812 $236,299 61%

G & A Payroll Expense $395,182 $263,917 $258,570 $132,652 95%

Expected values are calculated by using a
combination of Ordinary Least Squares (OLS)
regression, Simple Exponential Smoothing
and Holt-Winters Exponential Smoothing
models

Internal audits and reviews in compliance
with guidelines
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Challenges Facing Accounting Firms

1: Acquiring and retaining clients

2: Attracting new talent

3: Generating scalable firm growth

4: Integrating with existing processes

Enable business development and relationship
building through easy to use financial reporting
and industry data

Leverage technology to help attract the most
talented, technology attuned professionals seeking
progressive firms

Increase realization rates and generate
opportunities to sell more services

Customize and export reports to Word, PDF, Excel
and PPT with easy import from Excel, Quickbooks,
CCH, Accounting CS and Electronic Tax Return
Reader




Implementation

Best Practices

[ | Identify users and in what capacity they will use
ProfitCents

[ Identify champions
m  Determine with which clients you use ProfitCents

[ | Build ProfitCents into your standard procedures and
checklists

m  Share success stories internally

m  Schedule regular training sessions with your
ProfitCents Advisory Team

bents

88% of the fastest-growing firms help

their clients with non-accounting services.

| -AccountingWEB

Worst Ways to Launch
Advisory Technology

Mafl}e ProfitCents optional for firm partners and
sta

Wait for the right time, or for a client’s request

Send clients a ProfitCents report by e-mail without
discussing it

Charge for an analysis report without context



Examples of Success

¢ With ProfitCents, we were able to convert 10 minutes with Frofit ' eate i Every client understands ProfitCent

our client acquisition success rate from The graphs and simple explanations enable us
50% to 90%. When we use ProfitCents reports, imint ’ G ; i thade 1o generate additional revenue | 1 q

we deliver a ‘wow’ factor to clients. » na | et L

i en ' wre | v 1 1 1)
( WSRO s is: 4 (C With simple, quick integration of client
' All ous e I financial data, we started using
ProfitCents benchmarking and analysis a ProfitCents financial analysis immediately
critical value-add to the client relationship. » ina ir monthly cli meet "

Ir(fieents




Cross-Selling Additional Services with ProfitCents
Case Study

I (¢ Once I put that ProfitCents report in front of them and
ACCOU ntl ng & Tax they look at it and the narratives the report generates,
Se FVICES I generally don’'t have to say much. The report helps
them cross that barrier and see the need for the
additional services. )
ProfitCents Amit Chandel
Focus CPA Group Inc.
Reports
Advisory
Opportunities

[ Gents




THANK YOU!

Support Contact Information
Phone: 866.603.7029
Email: profitcents.support@abrigo.com

proft



