When Do You Need to Obtain an Audit?
Mark S. Becker, Partner, CFO Edge, LLC
Unless they are required to by a lender or potential investors, small and mid-sized firms often choose not to
have their financial statements reviewed or audited. There is not only a financial cost to having an audit
performed, but the audit process may require a significant commitment of time on the part of the owner or
CEO and senior financial staff.
But if your company finds itself in a situation where a lender or potential investor requires audited financial
statements including footnote disclosures and you don’t have them, you could be facing a serious challenge.
For example, if you didn’t use professional accounting expertise during the company’s infancy stage, the
financials may need significant revisions in order to comply with generally accepted accounting principles
(GAAP).
Problems and Obstacles
Unfortunately, many small and mid-sized firms don’t have on their staff the technical accounting skills
required to bring financial statements up to GAAP standards. In this scenario, a firm could be facing some
serious problems and obstacles, such as:
 Published financial statements could be misstated due to the lack of a professional review.
 Lenders and potential investors may become discouraged from providing funding, which could
prevent the company from taking advantage of growth opportunities.
 The catch-up time required to do multiple-year audits can be costly and time consuming if the
company falls behind in getting their audit performed.
 A lack of audited financial statements can lead to diminished investor confidence and even result in a
potential legal risk if investors feel like they were misled by unaudited statements.
If you need to have your company’s financial statements brought up to GAAP standards for an audit but
don’t have the requisite expertise on your staff to do this, you should consider hiring an outsourced CFO
services provider to help you with this important task. An experienced outsourced CFO will have worked
with lenders and investors previously so he or she will have a good understanding of what their expectations
are in terms of your financial statements.
In addition, an outsourced CFO will be able to tell you if an audit is truly necessary, or if a less-expensive
and less time-consuming review might suffice instead. If it is determined that an audit is necessary, the
outsourced professional will possess the technical accounting skills necessary to complete the audit as
quickly and efficiently as possible. He or she will also help you understand all the different components of
the audit to ensure the best value for your company.
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Positive Business Outcomes
Hiring an outsourced CFO services provider to help you prepare GAAP-compliant financial statements and
get ready for a financial audit can result in a number of positive outcomes for your company, including the
following:
 Audited financial statements will provide management with assurance that the information that is
being generated is both technically accurate and in compliance with GAAP.
 Lenders and investors will be more inclined to lend money to or invest in your business because they
will have greater assurance that the financial statements are accurate and complete.
 With a completed audit process in the books, your accounting practices will be institutionalized, thus
reducing compliance time going forward.
 Your legal exposure will be limited due to the fact that your financials have been professionally
audited and found to be in compliance with GAAP.
Concluding Thoughts
Due to the costs involved, small and mid-sized firms often choose not to have their financial statements
reviewed or audited. But you could face a serious challenge if a lender or potential investor requires audited
financial statements and you don’t have them. If your staff doesn’t possess the technical accounting skills
required to bring your financial statements up to GAAP standards, you should consider hiring an outsourced
CFO services provider to help you. An outsourced CFO will have a good understanding of what lenders’ and
investors’ expectations are in terms of your financial statements and can tell you if an audit is truly
necessary, or if a less-expensive and less time-consuming review might suffice instead.
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.

When Do You Need to Obtain an Audit?

Page 2

© 2016 CFO Edge, LLC

