warrenbac

Inital Review Checklist

Client

Fiscal Year-end

Date

Contact:

IMMEDIATE

MID-TERM

LONG-TERM

N/A

Cash Management:

Cash flow projection for 1 - 5 years

Working capital management / Cost Cutting

Budgets and forecast projections ( 1-5 years)

Accounts Receivables management & Analysis

Review non-taxable benefits and other write-offs available

Review of accounts receivable and improvements in collections

Strategic supplier analysis

Hedging and foreign currency risk management

Factoring

Investment strategies

Scientific Research & Development Claims ( SR&ED) - evaluation of qualification

Business management ( Analysis):

Burn rates and break-even

Maximizing tax savings opportunities ( see detailed checklist)

Cost cutting and expense analysis

Liquidity analysis

Review of government programs available

Share structure

Insurance evaluation ( business, auto, etc.)

Owner/managers compensation ( salary vs. dividend, etc.)

Automobile - purchase in company vs. Personal

Employee vs. contract labour

Lease vs. Buy Assets

Business Growth:

Management reports, including key performance indicators

Customer profitability analysis

Strategic planning, initiative and direction

Benchmarking

Break-even analysis

Assistance with Banking needs and negotiation (evaluation of Lines of Credit)

Business valuation and due diligence

Assistance with B.A.R report

Assistance with purchase price equation

Statutory compliance:

Ensure corporate taxes are filed

Ensure Partnership forms are filed

Ensure Trust forms are filed

Calculation of corporate tax estimates ( Canadian, US and International)

Calculations of instalments (corporate tax, HST, etc)

HST calculations and review (QST and other provinces, as well)

Ensure bank covenants are met

Payroll deductions are properly calculated and remitted on time

Regulation 105 and other withholding taxes ( Any dealings with US or international ?)

EHT, WSIB and other regulatory requirements

Compliance with US and other International regulatory bodies

T4s, T4As, T5s and other required

Reporting:

Preparation of financial statements using GAAP ( Canadian and US GAAP and IFRS)

Preparation of working papers and notes to financial statements ( for reviews and audits)

Preparation of packages for Board of Directors

Preparation of Accounting Policies and procedures

Consolidation of financial statements

Partnerships and T5013s

Human Resources:

Interim controllership function

Assistance in hiring competent accounting staff

Creating compensation packages for new employees

Incentive-based compensation

Preparation of employment contracts

Self- employed contractors vs. employees

Assistance in the transition of new accounting staff

Cover for accounting gaps ( vacation, interim, etc)

Calculation of severance packages

Preparation of Records of Employment ( ROEs)

Payroll calculations - Ontario and other provinces

Employer Health Tax calculations

WSIB calculations

Preparation of T4s and T4 summaries - including standby calculations, deemed interest benefits and other required
calculations

Preparation of other tax slips - T5s, T4As, T2200s, etc.

Performance evaluations

Compensation of shareholders - salary vs. Dividend

Benefits - set up and administration of benefit and pension plans and cost plus programs

Financial Relationships:

Preparation of business plans

Negotiating with banks re: lines of credit, visas

Liaison with auditors and accountants

Liaison with CRA

Liaison with lawyers

Liaison with investment managers

Partnership and shareholder agreements

Computer Systems:

Computer system selection

Assistance in accounting software implementation

ERP implementation

Mitigating Risk & Internal Controls:

Evaluation of internal controls for all accounting cycles (including receivables, payables, inventory and payroll)

SAS 70, SOX and Bill 198 ( C-SOX) audit compliance

Promissory notes

General Security Agreements

Public Company Reporting:

Quarterly financial statements, pro-forma and annual returns, including preparation of annual reports.

Preparation of M D & A, AIF & Proxy assistance

Security filings with OSC, including Form 1s

Registrar on Transfer agent duties

Due diligence for mergers and acquisitions

Assistance in transitioning to new IFRS rules

Other:

Small business start-ups

Ensure minutes book is updated with lawyers

GRIP calculations

Transfer pricing

Letters of credit
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TREASURY - CHECKLIST

COMMENTS

How often are cash balances reported to Management?

How many bank accounts?

Any foreign currency accounts? Which currencies?

Is cashflow forecasting done? How often is it updated?

Is excess cash invested?

Are there any lines of credit?

What is the value of lines of credits?

What is the security for the LC?

O[N] |WIN |-

Does the company carry any debt (Non-Shareholder)?

=
o

What are the debt covenants?

[y
=

How often is covenant compliance reviewed? Any non-compliance issues currently?

=
N

Does the company carry any debt (Shareholder)?

[
w

Are there loan agreements for Shareholder debt

=
H

Is interest charged on shareholder debt

[
(%))

What are the signing authorities? Who can release funds for a payment?

=
(<)}

Does staff have on-line access to banking information? What access do they have?

- who is authorized to release funds electronically?

=
~N

Are blank cheques left signed in the office

Issues:

Positives

Financial Reporting

Budgeting

Computers

u A WN -

Are departments being used: Cost Centres, Profit Centres
What financial information is provided, analyzed

Do you budget
Do you use rolling forecasts
Do you do 5 year plans

Who has access to accounting system
Who controls access

Is access controlled by passwords
Who sets up customers?

Who sets up AP?
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GENERAL

COMMENTS

Ownership structure?

Incorporation jurisdiction? Federal? Ontario?

Senior finance person has appropriate credentials?

When is fiscal year-end?

Any other legal entities (associated co's?)

Any family trusts set up?

Who comprises the senior management team?

Does mngt team have regular meetings? Is finance represented?

O[N] |WIN |-

Are annual financials reviewed/audited?

=
o

Accounting policies?

[y
=

HR Policies?

INSURANCE

Who ensures the company?

What insurance coverage is in place? List.....

When was the last time a full insurance review was done?

How does company know insurance is adequate?

VNI |WIN|F-

Does the company own any vehicles?

if yes, who uses it?

CORPORATE

Who are the companies lawyers?

Are minute books up to date?

Are annual information returns filed?

HIWIN|E

Accountants

Issues:

Positives
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REVENUE // ACCOUNTS RECEIVABLE

COMMENTS

What are billing streams (LOB)

Do the company use pre-numbered work orders?

Who does quotes? What is the process?

When is the client invoiced ( e.g at completion?)?

How long on average to build a machine

How does finance know to invoice client - machines?

How does finance know to invoice client - Service?

Who is responsible for creating invoices?

Ol IV~ |W|A |-

How is invoice data entered into the system? Manual?

=
o

How is account distribution determined?

[y
=

How are receivables monitored

=
N

What are payment terms (standard or by customer?)? Deposit required?

[
w

What are payment terms (standard or by customer?) for parts and service

=
H

Are discounts offered to customers for early payment? What are the discounts?

[
(%))

What is the value of discounts taken? As a percent of sales? Trend?

=
(<)}

What is the average collection period for final invoicing

[
~N

Are invoices reviewed before they are sent out?

=
0o

How are invoices delivered to customers? Mail?

[
Y]

Who ensures taxes are correct?

N
o

How do you know how much to invoice?

N
[

Is AR aging Report reconciled to GL monthly?

N
N

Are there credit balances in the AR sub-ledger? How old? When was last follow-up/clean-up

N
w

Are new customers vetted for credit worthiness? By who?

N
H

Bad debts in the past 5 years? % of sales?

N
(]

Any accounts with collection agency?

N
(e)]

Has factoring ever been used?

N
~N

Does customer bear the cost of shipping?

N
0o

Current average age of AR?

N
(Vo]

Any accounts on credit hold? le. Cash only?

w
o

Who is responsible for collections? What is the escalation process?

w
=

How are foreign sales translated?

w
N

How is foreign AR - revalued?

ISSUES:

Positives:
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PURCHASING // ACCOUNTS PAYABLE

COMMENTS

Who processes vendor invoices?

Number of invoices processed in an average month?

How much time spent inputting AP?

What is the number of active vendors?

Are PO's used?

Who is authorized to make purchases for inventory?

Who is authorized to make purchases for bottle production?

Is there a purchasing matrix?

OO |IN|OO|N]|H|IWIN |-

Are preferred/strategic vendors identified?

[ER
o

For recurring purchases, are prices fixed through negociation?

[
[N

Are quotes obtained from more than one vendor to ensure lowest prices obtained?

[ER
N

Are invoices matched 3 ways to ensure quantities and prices invoiced are accurate?

[EEN
w

Is price variance tolerances used?

[EEY
o

How often are vendors paid? Is there a set day(s) of the week for processing payments?

[EEN
(92

Is the Aged AP listing reconciled to the GL monthly?

[ER
)]

Are there debit balances in the AP sub-ledger? How old? When was last follow-up/clean-up

[EEN
~N

How are vendors paid? Cheque? EFT?

[ER
0o

How does accounting ensure that defects are not paid for?

[EEN
O

Is automatic re-stocking by vendors used? How prevalent?

N
o

If answer to 14 is yes, how often is this reviewed?

N
[y

Do vendors offer discounts?

N
N

Does the company take the discounts? If not why not? If not, estimated discounts lost?

N
w

Average age of Payables?

N
S

AP turnover ratio?

N
(]

Any past due payables? Why? % to total AP?

N
(e)]

Is purchase forecasting done based on sales pipeline?

N
~

How are foreign purchases translated?

N
0o

What is the process for re-valuing Foreign Currency balances?

N
Vo]

How are employee expenses processed? Who approves expense reports prior to payment?

w
o

Are expenses paid by cheque? Through payroll?

SSUES:

POSITIVES:
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PAYROLL

COMMENTS

Is payroll done in house or outsourced?

What is standard work week

If outsourced, who provides data to Service Provider?

If outsourced, is access restricted as to data input?

Salary vs Hourly? Both?

If hourly, is time clock used?

If hourly, who approves hours for payroll ?

If hourly, who inputs hours into payroll?

OO |IN|OO|N]|H|IWIN |-

Who reviews and approves payroll?

[ER
o

How often are payroll taxes filed?

[
[N

Who is responsible for payroll tax filing?

[ER
N

Who is responsible for ROE's?

[EEN
w

Who is responsible for T4's?

[EEY
o

Are payroll taxes being filed on time?

[EEN
(92

When was last payroll tax audit? Any issues?

[ER
)]

Registered with WSIB?

[EEN
~N

Any workplace accidents in last 24 months?

[ER
0o

Were they reported to WSIB?

[EEN
O

All required filings for WSIB done on time?

N
o

How is payroll delivered? Cheque? DD?

N
[y

If cheque, who prepares cheques and signs?

N
N

How are taxable benefits managed?

N
w

Do owners pass personal expenses through the company?

- reported as taxable benefit?

ISSUES:

POSITIVES:

NEBS

Greg, Eunice,
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INVENTORY

COMMENTS

Who manages inventory?

Does inventory manager have appropriate credentials?

Is inventory real-time or manual?

Is access to inventory controlled/secured appropriately?

Is customer inventory stored on-site

Is customer inventory kept separate

How often is the inventory counted and compared to GL?

What is the type of inventory on the books? Spare parts? WIP?

O[N] ]|WIN |-

What is the costing method of inventory?

=
o

What was the amount written off due to book to actual variances?

[y
=

Average inventory balance in GL?

12

How often is inventory assessed for obsolesence

13

Number of parts in inventory

14

Average lead time for purchases?

15

Ratio of inventory > 1 yr to total inventory

16

Payroll cost of managing inventory?

17

Number of inventory parts received (logged) per month

18

Number of inventory parts issued per month

19

Is cost of parts issued under warranty tracked?

20

Is scrap metal being sold?

ISSUES:




warrenbdc

Warren Business Development Center Inc

MONTH-END

How long to close books at month-end

Are all balance sheet accounts reconciled on a regular basis?

Are foreign balances revalued monthly?

Is standard costing used?

If standard cost is used, when was last time standard were reviewed/updated?

If standard cost is used, what are variances like each month? Any follow-up?

Is profitability by machine/order tracked?

Is profitability by Service Line tracked/managed?

OO |IN|OO|N]|H|IWIN |-

Are monthly results reviewed with Senior Management Team

ISSUES:

POSITIVES:
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TAXES

COMMENTS

HST

How often is HST filed? Monthly?

Who prepares the returns?

Are the returns filed electronically?

Are the returns reviewed before filing?

Does the company use DD for refunds?

When was last HST audit? Any issues?

Njojun|A W IN |-

Any penalties/Interest?

Corporate Tax

COMMENTS

Who prepares and files the T2?

All taxes filed on time?

Are instalments required? Up to date?

US Filings required?

Any penalties/Interest?

AN IWIN |-

Any SR&ED being claimed

ISSUES:

POSITIVES:
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COMPUTER

COMMENTS

What accounting system in use? Version?

Who has access? List of users

What access do users have? Security

Do users have unique Login ID's?

Are passwords required to be changed?

Where is database stored?

How often is database backed-up? Offsite storage?

How old are the computers in use in Accounting?

Olo|N|oo|u s

Is chart of accounts adequately controlled? Who can add accounts?

SECURITY

COMMENTS

Where are accounting files stored? Secure location?

Any off-site storage?

Who has access to accounting records (paper records)?

AlW|IN |-

If cheques are on-site, where are they stored? Secure?

ISSUES:

POSITIVES:




