Why You Need to Review a Complete Set of Financial Statements
Sherry Rahbar, Partner, CFO Edge, LLC
The CEOs and executives of Los Angeles and Southern California businesses need accurate financial
information in order to make correct decisions that will lead to successful operations. One of the main tools
they rely on to receive the accurate and timely financial information they need is financial statements.
A complete set of financial statements includes both an income statement and a balance sheet. In most
companies, financial statements are prepared and/or reviewed by the CFO or controller, who then reviews
them with the CEO and executive management team on a monthly basis. In particular, the controller or CFO
will present the income statement and provide explanations of the variances between what was budgeted
and the actual results for the period being measured.
Give Your Balance Sheet Its Proper Due
Sometimes, though, CEOs and executives don’t give the balance sheet the attention it deserves. The failure
to properly review and understand the numbers on the balance sheet can be harmful to the company in
several different ways. In a worst-case scenario, it could be a material amount that results in an adjustment
to the income statement at the end of the year. Or it might not be caught until after the year-end close if an
audit or review is not performed, which is common at many small, privately held companies.
 If caught before the year-end close, the adjustment could result in a decrease in bottom-line income for
the year.
 If caught after the year-end close, the adjustment could lead to a restatement of the financial statements
and amended tax returns (both business and personal).
Therefore, it’s critical that CEOs and executives take the time to review a complete set of financial
statements with their CFO or controller each month — including both the income statement and the balance
sheet. This is important not only for the reasons listed above, but also because:
1. CEOs and executives need timely and accurate information about bottom-line income, since this
number will impact important financial and operational decisions they need to make.
2. The numbers on the income statement are meaningless when viewed outside the context of the
numbers on the balance sheet.
3. Unforeseen operational issues could arise if CEOs and executives don’t stay on top of the balance
sheet numbers, including staffing errors and concerns among employees that they might lose their jobs,
which can become a self-fulfilling prophesy.
4. Unnecessary chaos and stress for owners, the executive management team and rank-and-file
employees.
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5. Embarrassment on the part of the CEO and executives when they have to inform lenders and investors
about the errors uncovered.
How an Outsourced CFO Can Help
An outsourced CFO services provider can help CEOs and executives of small and mid-sized companies
with the monthly review of their financial statements, including both the income statement and the balance
sheet. By working with an outsourced CFO, you will benefit from high-level financial expertise on an asneeded basis, which saves your company both money and time.
Specifically, an outsourced CFO services provider will help you understand the categories (e.g., assets,
liabilities, the equity account) and the numbers on the balance sheet, as well as what to look for and the
right questions to ask your financial staff when reviewing your financial statements. Positive outcomes for
your company of working with an outsourced CFO include:
1. Timely access to the financial information you need to make financial and operational decisions.
2. Avoidance of expensive and time-consuming restatements and amended tax returns.
3. Better relationships and more trust with your creditors and investors, who will view you and your
executives as more knowledgeable about your business.
4. Faster and easier access to loans from creditors or capital from investors.
5. A smoother running organization, with few unpleasant financial and operational surprises.
Concluding Thoughts
One of the main tools CEOs and executives of Los Angeles and Southern California businesses rely on to
receive accurate and timely information is financial statements. But sometimes they don’t give the balance
sheet the attention it deserves. It’s critical that CEOs and executives take the time to review a complete set
of financial statements, including both the income statement and the balance sheet. An outsourced CFO
services provider can help in this process by helping you understand the categories and the numbers on the
balance sheet, as well as what to look for and the right questions to ask your financial staff.
About CFO Edge
CFO Edge, LLC delivers enterprise-class financial and operational performance solutions to executives
throughout Southern California. Based in Los Angeles, our formerly-seated chief financial officers engage
on demand as part-time CFOs, single-project CFOs, and interim CFOs to help business leaders
successfully resolve pressing challenges and realize their financial and operational goals. At CFO Edge, we
are passionate about helping our clients create, grow and sustain value. For more information, visit
www.cfoedge.com or call 800.276.1750 Ext 101.
This publication has been prepared for general information on matters of interest only, and does not constitute professional advice on facts and
circumstances specific to any person or entity. You should not act upon the information contained in this publication without obtaining specific
professional advice. No representation or warranty (express or implied) is given as to the accuracy or completeness of the information contained in
this publication. The information contained in this material was not intended or written to be used, and cannot be used, for purposes of avoiding
penalties or sanctions imposed by any government or other regulatory body. CFO Edge, LLC, its members, employees and agents shall not be
responsible for any loss sustained by any person or entity who relies on this publication.
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