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Who is CFO Dynamics?

Successful businesses
are built on solid, scalable
financial strategy.

One of the most common challenges of
running and growing a successful business is
having good visibility of your finances.

That's why business owners and key
decision-makers looking to scale often
require a CFO to provide leadership and help
drive the business forward through sound
financial decisions.

In this guide, we set out everything you need
to know about what a virtual CFO is, the pros
and cons of an internal vs external CFO, and
whether an outsourced CFO is right for your
business.

At CFO Dynamics we help private business owners, finance/operations managers
and senior accountants optimise their financial operations by providing outsourced
CFO services. Since 2013, we've helped hundreds of businesses across Australia, NZ
and North America improve their systems and processes, get more accurate and
consistent financial reporting, and maximise their cash flow. Ultimately this drives

business performance, growth and profitability, setting you up for long-term success.
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What is a virtual CFO?

The role of a virtual CFO is crucial to any business. It can be summed up
as helping your business get the most out of its finance team to make
informed and effective business decisions.

Small to medium-sized businesses can benefit from the guidance of a CFO, but
often can't afford to hire one. A virtual CFO outside your organisation can give you
all the benefits of a CFO without the expense & commitment of a full-time hire.

How does a virtual CFO help your business?

By providing expert financial and accounting advice, a virtual CFO helps:

B Define strategy B  Increase cash flow
» Improve efficiency » Improve reporting
» Drive profitability B Assess risk

» Scale operations » Manage debt

What does a virtual CFO do?

Specifically, virtual CFOs provide specialist knowledge, insights and tools for:

ldentifying opportunities to increase cash flow

Debt management & restructuring

Maximising return on investment of ERP/finance systems
Getting trustworthy, accurate & timely financial reporting
ldentifying new opportunities for increased equity

Turning around poor business performance

Making more informed business decisions
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Is a virtual CFO right for your business?

From working with hundreds of business owners over the past decade,
we understand they often feel the need to 'own' everything in the
business, from operations to finance to sales and more.

But it doesn't have to be that way, especially when it comes to financial
knowledge and skills. Here are the most common problems a virtual CFO
solves, the pros and cons of hiring one, and when you can expect to see a
return on investment.

The most frequent problems a virtual CFO solves

The first thing anyone should do before investing in a virtual CFO is ask:

B What is the problem that needs to be fixed?

B What is the outcome you want to achieve?

Here are the most frequent problems a virtual CFO can solve.

Problem #1 A finance team that isn't performing

Whether you're running a one-person or seven-person finance team, it's crucial
to ensure the business is getting the most out of it.

As a business owner, being aware of the performance and ROI of the team is a
priority. A virtual CFO can help you train and strengthen your finance team to
empower them, increase the ROl and optimise work processes.
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Problem #2 Being in financial or business distress

What we refer to as a 'turnaround’ situation is when a business is in deep trouble
and needs help fast. This is one of the most impactful problems a virtual CFO
can solve.

A virtual CFO can assess your specific scenario and risks, then work rapidly to
transition your business into a healthy, thriving one instead.

Problem #3 Not getting the most out of an ERP or software

Many business owners invest tens or even hundreds of thousands of dollars in
enterprise resource planning (ERP) and software solutions — but aren't able to
maximise their use.

But the problem may not lie with the software system itself; a virtual CFO can
help you learn to use a system more effectively on a day-to-day basis.

Problem #4 Not getting timely or accurate financial reporting

Getting the most out of your finance team results in timely and accurate
financial reporting. A virtual CFO can help establish clear accountability so that
the finance team can deliver fast and accurate financial reports, so you have
greater visibility of how your business is performing.

Problem #5 Lacking focus and strategy

There are times when key decision-makers simply want to clarify the direction a
business is heading, or understand how to get the best performance relative to
overall business goals (especially compared to others in the same industry).

A virtual CFO can provide expert focus and strategy to help your business
generate more cash, profit and equity, ultimately ensuring its long-term success.
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Pros and cons of a virtual CFO

Hiring a virtual CFO is not suitable for every situation. Based on our
extensive experience, here are some common pros and cons of hiring
one for your business.

Pros of an outsourced CFO

They're more cost efficient. A virtual CFO is unlikely to cost the same
or higher than employing someone internally, which is typically upwards
of $200,000 per year.

They bring a broader perspective. \Working across diverse businesses
and industries, a virtual CFO tailors their expert advice to your specific
situation and ensures your business doesn't make the mistakes they've
seen before.

They protect your time. Engaging a virtual CFO allows you and your
team to focus on what you do best. Eliminating complex accounting
tasks means key decision-makers can get back to winning business,
solving creative challenges and nurturing customers.

They empower the business owner. Unlike internal CFOs bound by
employment laws and processes, plus the terms of their contracts, there
are no restrictions to remove a virtual CFO. Failure to perform means you
can swiftly end their engagement, no questions asked.

They're motivated to perform. Because of the power vested to owners,
virtual CFOs are motivated to give their best by ensuring they deliver
value and high-quality work at all times.

They can help your business grow & scale. Owners who are scaling

their business may not have access to the required information from their
existing finance team. However, a virtual CFO can help provide
comprehensive reports, key performance indicators and in-depth insights
required to help you grow and scale.
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Cons of an outsourced CFO

X They may not be familiar with your industry lingo. Virtual CFOs may
initially face constraints as they might not be familiar with industry
specific lingo. However, financial information is consistent no matter the
industry, and principles and concepts remain the same across every type
of business they work with.

X They're not always there to push your team. Unlike an internal CFO who
has easy access to your team and is always there to push them, a virtual
CFO doesn't have this benefit. Your team can say that they agree with the
virtual CFO during a meeting, but they know that the virtual CFO will not be
physically present all the time to follow up.

06

Case study: "l now have 100% trust in my numbers”

Before working with CFO Dynamics, we weren’t getting accurate or
timely information we needed from our in-house bookkeeper. |
couldn’t trust the numbers, and | wasn’t getting anything monthly.

After working with Brendan for the past 18 months, | now have 100%
trust in the financial information | receive. And if you understand the
numbers, you can make a very informed, correct decision basically
immediately, because you know the numbers are true.

Brendan has given me confidence to the point we've taken on two
more buildings equal to our original-sized one, whereas three years
ago that was too big of a decision. | wouldn’t have known what to do.
But he assists you to make correct decisions for the business, very
quickly. If we hadn’t acted that way, we wouldn’t be getting the
revenue we are now.

Tom Trewarn, Managing Director, Unicorn Transport
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How is a virtual CFO different to

an internal CFO?

There are many differences between an external and internal CFO.
Here's the breakdown of why this option may or may not be suitable for

your current situation.

Pros of an internal CFO

They have more time for your

business

The biggest advantage is that internal
CFOs are accessible at all times. You're

their only client, so they can provide

business insights at any time compared

to someone externally.

They can push your people
more easily

Internal CFOs can monitor team

members more frequently, especially

non-finance team members. If your

employees require handholding, that
degree of accountability is sometimes

better than an external party.

They can scale with your
business

There may be a certain point where it's

more practical to have a CFO
internally, who can meet workload
demands of your growing business.
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Cons of an internal CFO

You have to weigh their
workload against their salary

There may not be enough work to
justify an internal CFQO's high salary, or
they may be doing tasks that could be
done by a less expensive employee. You
don't want to pay CFO rates for a role
that only takes up 50% of the time paid.

X They can be more expensive

Internal CFOs don't come cheap, with
starting salaries typically at least
$200,000 per year.

X They can get complacent

This is especially common with people
who have been with your business for a
long time, where poor performance and
lack of interest start to creep in to any
previously efficient employee.
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How is a virtual CFO different to a

tax accountant?

Why wouldn't a business just hire a tax accountant? Here are some pros
and cons of this option for your business.

Pros of a tax accountant

They cost less

They're motivated to perform

They have broad experience

They're familiar with your
business

The additional advantage of a tax
accountant is that they already know
you. They know your structure and
understand how your business is set
up, which can have a big benefit in
terms of sharing your information.

The Ultimate Guide to Virtual CFOs

Cons of a tax accountant

X They're less specialised
X They can’t push your team

X You feel like you're on the clock

X They may not be familiar with
industry lingo

The biggest difference here is that a tax
accountant does not work in a
specialised field.

Both virtual CFOs and internal CFOs
devote their careers to building expertise
in financial management and
performance. Tax accountants, as the
name implies, focus on looking at taxes.

While their offerings here may be quite

high-level, and they can provide reports
and management meetings, they won't
work as intensively within your business
as an internal or external CFO would.
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When is a virtual CFO not right for

your business?

Hiring a virtual CFO requires consideration and serious thought. Here are
some key reasons when you shouldn't invest in a virtual CFO.

Four reasons why a virtual CFO wouldn't work

Reason #1 You're having data entry challenges

A data-entry challenge refers to when you have a significant amount of bills,
invoices or bank records that need to be completed or processed, which does
not require a virtual CFO to get the job done. In this situation, we emphasise the
necessity of getting the fundamental data entry work done first.

Reason #2 You don't have enough human capital

Your staff may have their hands full with their own jobs and are too stretched
already. When you don't have the adequate human resources or sufficient
energy to take on something new, the timing may not be right for a virtual CFO.

Reason #3 Your business isn't big enough yet

Once a business has reached a certain size, a virtual CFO creates enough
opportunities to justify the investment. But prior to this, it may not make sense.

Reason #4 You're not 100% invested in the process

You may be toying with the idea of a virtual CFO because it's something you've
come across and like the sound of, but deep down you're not fully invested in
the process. If you're not completely determined to make it work, it may not be
the best investment now.
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Hiring a virtual CFO

How much does it cost to hire a virtual CFO?

One of the most important questions regarding virtual CFOs is how much
they cost. Rates vary depending on what you need, and can be broken
down according to the goals or outcomes you want to achieve.

Generally, outcomes revolve around these four situations:
P Improving the performance of your finance team
Reducing the cost of your finance team

Improving financial reporting, including its accuracy and speed

General business improvement

Understanding your objectives must
come before you invest a single dollar
in a virtual CFO.

Once your objectives are clear, you
can move on to the next steps, broken
down into three stages.
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Stages of hiring a virtual CFO

Stage 1: The initial review ($4,000 to $5,000 once-off)

A virtual CFO needs to understand your business to achieve your goals,
allowing everyone to be on the same page when charting a path forward.

To do this, the first stage is conducting an initial review. This involves looking at
all the financial and operational elements of your business, and to understand
what you do and don't need. From there, we can put together a plan.

For example, you may feel that you want to improve the performance of your
finance team, but our assessment might show that the team is already running
in an efficient manner.

Stage 2: Clean-ups and training ($0 to $20,000+)

The second stage comprises what we call clean-ups and training.

When looking at your financial reports, we may discover they are extremely
inaccurate and need to be corrected for you to regain full confidence in your
balance sheet and profit and loss statement. For some businesses, this
process can easily take dozens of hours (in extreme scenarios) and cost
$15-$20K, especially if there are significant issues that need to be rectified.
However, we have also worked on cases where the cost is insignificant, such
as if your finance team is already providing accurate financial information.

Next, we train your finance team or operations team to achieve the objectives
outlined in the initial review. During training, your staff's level of competence
impacts the level of training required. For example, we can't expect a
bookkeeper to work the way a CFO does. At this stage, prices can range from
a starting point of $2-4K and go up to $10K and beyond, depending on the
complexity of the systems required and staff competence.
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Stage 3: Maintenance ($2,000 to $6,000 a month)

The third stage involves maintaining and improving the systems we set in
place. We want you to get your money’s worth and not suffer the same
problems after the process. Therefore, we continuously monitor everything to
ensure it is working as planned.

The cost for this stage depends on a few factors. First is the complexity of your
business and the workload expected of a virtual CFO. The more items your
own team can complete, the less cost for your business. Second is the number
of ongoing projects. Such projects can last for several hours or several months.
Typically, we are looking at anywhere between $2-6K a month of ongoing

investment.

"How quickly can | expect to see an ROI?"

We believe that hiring a virtual CFO is the right
investment for the right business. At this stage, you may
wonder how quickly you can get an ROl on a virtual CFO.

On average, a virtual CFO is a $25-70,000 investment
per year. If you're turning over $5M a year, this means
you only need a 1% improvement in your business to

_ recoup a $50,000 investment.

For context, in 2023 our clients saw averages of:

\ 6% 21%  400%

increased increased increased

return on capital profit cash flow
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About CFO Dynamics

Successful businesses are built on solid, scalable
financial strategy.

Over the past decade, we've worked with hundreds of business owners who
have faced limitations on what they can achieve due to a personnel shortage,
lack of financial expertise, or with limited time to dedicate to improving profit
and performance.

Leaders are often so busy running day-to-day operations and managing
staff, they often lack the necessary financial education to get a truly accurate
grasp of their financial status.

That’s where we come in.

About Brendan Mills

Owner and Director Brendan founded CFO Dynamics in 2013 with a vision
to help private enterprises improve their business management and
performance to create generational equity.

A strong believer in the power of
financial information, Brendan works
with business owners and decision-
makers to understand exactly how
they’re performing, where to improve
and how to capitalise on opportunities.

2 Connect with Brendan on LinkedIn
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https://www.linkedin.com/in/brendanmillscfo/

Are you struggling to get accurate or timely financial
reporting, or just not getting the performance from
your finance team that you want?

Book your free
Discovery Session

Accelerate the growth and financial performance
of your business. Claim your free session now.

worth $499

BOOK NOW
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