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de.sire and passion to make the uor/d a hetter ?/ace.
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Hdppiness is not in tAe mere possession of money;

it lias in thejoy of achicrtanrent, in the thrill of creatiae cfibrt.

Franklin D. Rooscve lt



SME is a uni,uersal abbrepiation used z.torldruide to
describe the smaller and medium buiness entities.



Note to R,eader

The entrepreneurial journey is not an easy one. It cncom
passes many learning curves and hills.

From fine turning the unique solution you have created,
understanding and impiementing marketing strategies and
tools, managing the convoiuted issues surrounding staff, han-
dling the production process, and dcsigning eficient logistic
and distribution strategies to understanding and managing
your finances, it is easy to become overwhelmed and disheart-
ened by the challenge.

However, of all the obstacles you face as an entrepre-
neur, the challengc crucial to your SME's success is financial
management.

The aim of Discoxer Your Finance Engine is to provide a

quick and easy guide for cxploring the financial statements
your SMEI Finance Engine can produce and how they can

add value to the management ofyour enterprise. Taking into
account the characteristics and challenges that the smaller
entity faces, I used concepts adopted by big business and
modified them into a process the small busincss entrepreneur
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can utilize- Nly ultimate endear,'our is to clarifi. the financial
iargon thrown abont u,hen discussing finances with profes-
sionals and cut to the chase rcgarding how these financial
statemcnts fit within the scope of small business management.

Whether you arc new to the entreprcneurial journey or
have becn managing an Sl\4E for some time, vou are a tradi-
tional bricks and mortar entity or a new age online enterprise,
it is always a good time to strengthen \.our grasp on your
SME's Finance Enginc. The 6rsr srep in gaining financial
control of your SN{E is understanding thc financial stirte-
ntents your Finance Engine produces.

While all concepts and definitions are consistent with
the accounting standards produced by rcle.rant associations
in vour region and throughout the world, they have not been
applied rigidly. Accounting stardards ensure unifurmity for
investors and associations external to vour SNIE. The objec-
tive of this book is to provide the SI4E, owner, no matter
which region thev operate within, an understanding of their
own financial starements so they c?n format them to support
th eir internul dccirion p2P,n*.

TIis self:he1p guide assumes the rcader has limite d to no
knowledge ofbusiness financcs. This has allowed me to start
at the roots of business terms and concepts, so I can take
vou on the .iourn ey to Discorer Your Finance Engin e . Though
anyone can benefit, this gllide is for the bcginner in SX{E
financial managemcnt who wishes to be tter understand how
money flows in and out of their SME, and to irnprove the
management of their Finance Engine and capitalisation of
the information it pror.ides.

Be rvarned! You will not bccome a finar.rcial expcrt on
r''our SME's financiai statemerts by a simple skimming of
this guide. You may need to read through it several times and
occasionally refer back to prcvious sections as yru review your
own SNIE's Enancial statements from one month to the next-

4



Itlote to Rea d er

The objective is to help you understand how these state-
ments should look and highlight any shortcomings. Over
time, as each reporting period passes,you willbe better able to
absorb and implement changes to the statements to improve
the management ofyour finances and your small business.

Thankyou for investtngin DiscooerYour Finance Engine-
Leoeraging Casl:, Prollts and Wealth to Secure Sustainable
Financial Freedan. I hope you find value in the coming pages.
I( by the final page, I have improved your mindset regard-
ing the value of your entity's Finance Engine, then I have

achieved my objective.
Wishing you prosperity in all your small business endeav-

ours with kind regards,

Debra Cooper
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lntroduction

"So, you are an entrepreneur. Great! And you want to grow
your business activity and create a sustainable business around
your entrepreneurial conceptl Terrific! So, what's your current
financial position?"

"Ihaoe noidea,notuntil I send rny boohs to rny tax accountant,"
O.,
"Im behind z.:ith ryr bookheeping, seonal months in fact.

Houtue4 last time I cbecked eaerything uasfne."
Every time I hear a comment like these, I hear warning

bells.

To build a successfirl, sustainable and profitable business,
an entrepreneur must

LINDERSTIAND, MANAGE and OWN
the Finance Engine oftheir SME.

Ifthey do not, it is entrepreneurial SUICIDE.

I frequendy hear SME business owners complain about
the burden ofkeeping their bookkeeping current.'Ihey do not
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view this function as a revenue producing activity, so give it
lor.v priority, and push it aside until the eve offinancial or tax-
ation deadlines when they demand attention. This behaviour
is to the detriment ofthe entrepreneur and thcir business.

The SMEt Finance Engine should be seen as a

cash-producing asset, similar to an employee would be to
a service-based business or a manufacturing machine that
produces the products you sell. When the Finance Engine's
mechanics are understood, managed and owned by the entre-
preneur, this function becomes a reliable and intuitive asset
the SME cannot survive without. Not only are you in a posi-
tion to minimise your business costs and leverage off the
small wins in revenue earnings generated from your market-
ing engine, you can manage your business to maximise profit
levels, entrench your financial stability and accumulate cash
reserves to survive that eventual rainy day.

This is a crucial step ifyou are serious about growing 1,our
busiaess into an entity that is sustainable in the long term
and will provide you with financial freedom. Taking these
steps will not only add value to you and your stafl, but to your
customers, suppliers and business partners. You must take
ownership of your SME's Finance Engine.

One way you can take control ofyour finances is by driv-
ing the process of completing and updating your accounring
records, instead ofwaiting for external parties to push you into
the task. When you manage your finances to seif-imposed
and concise deadlines, you keep your pulse on the results of
your business activity. You will extract gems of information
hidden in your Finance Engine that will improve your SME
management and shore up the chances ofsuccess.

Sound promising?
Ifyou are ready to convert your mindset about financial

management from a weighted burden into an invaluable and
informative asset, you have made a great start by investing
in Discover Your Finance Engine.'Ihis is the first self-he1p

B



lntroduct ion

guidebook in the 'Finance Engine'series that aims to clari{.
the three core financial statements, their purpose and what
they say about your business.

We will outline a case study for Sam's Landscaping &
Design. The case study is used throughout the guide to pro-
vide examples of common situations that the SME faces and
to clarifi concepts and elements that relate to the three core
financial statements. \Mhen revierving the case study exam-
ples, look at your own respective financial statements. As
these statements encompass your entity's business activiry
our discussion will further clari$, the concepts and elements
and how they apply directly to you.

In part one we look at the what, who, why how and when
ofthe three core financial statements and how they relate to
your SME's Finance Engine. We will outline your role as the
entrepreneur / business owner and what level of reporting
your SME should prepare at a minimum.

In part two, we discuss each of the three core financial
statements. We will outline the purpose and importance of
each statement, the elements they report upon, and each e1e-

ment's relationship with others reported on the statement.
This section will also cover the relationship ofeach statement
with the other two core statements and how you can preserve

their health and, subsequently, the health of your SME.
In part three, we outline the next steps in taking own-

ership of your SME's Finance Engine, and shoring up your
business' chances of sustainability and longevity to achieve

financial freedom.
By the end of this self-help guide you should be able to:

1. Identi$ the three core financial statements;

2. Identifr, understand and interpret the elements

reported on each financial statement;

s
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3. I-Inderstand and interpret the relationship ofcach
element rvith others on the financi:rl stxtementl

.1. Understand the relationship between the three core

financial state ments;

5. Be able to identify discrepancies, losses and wins in
the elements reportcd;

6- Be in an informed and emporvered position to man-
age yout SNIE's Finance Engine.

I aim to providc a self help guide for the busy entrepre-
neur tirat is concise, factual and easy to read at the end of a

long day, while inspiring vou to take ownership ofy.our SME's
Filiancc Engine and your financial frcedom.

l0



Case S+udq

Sam's Oitemha

The case study scenario is based on :r fictional company and
dcpicts a turning point lbr Sam's Landscaping & I)esign. Thc
business owner is forced to face the truth about how he is
managing his SME's Finance Enginc and the impact this has

on his business. Thc dilemma and rcpcrcussions Sam faces

represent my experience working with small business and will
provide realistic examples to clarif, the elements and con-
cepts discussed.

*Please note, Sam's Landscaping & Design is an entirely
fictional business used for demonstrative purposes on11r Any
referencc or rcscmblance to an existing business or businesses
is purely accidental.

The case study begins rvhen the business owner, Sam
Buchan, receir.es news that has a detrimentai financial impact
on his business.

rT==p
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Sam Buchan burled his phone into the corner. It slammed into
the f.ling cabinet with a deafening thud; tbe aibrations echoed

throughoat the room and into his heart.
Sam\ breath caught in his tbroat, and Vain ripped tbrough

his chest. He lres.sed his hand to his stamach as it carttaheeled,

threatening ta return his last meal. After a thir$ second phone
call, eoerything he had uorked for daring lhe 4an fre years
crumbled around him. He desperately tried sorting through tbe

impli.cati.ans, but it zras too mucb to absorb all at once. Jakei nevss

kept replalting in his mind.
His uife, Beth, appeared just inside tbe doorutay. She had

been aut to lunch vLith her girlfriends yt again, her cheeks still
pinLfrom tbe toine and ambient exuberance of tbe gatbering. Ihe
cou?le bad their zueekly argument tbat morning at the! tried to

ztork out hout tltey tuouldilinance the layroll. She initially glided
into tbe ofice on a llaee of euphoria, but the greyness of concern

nou sbadowed her blae eyes- Hovs zsas be going ta tell berzxhat

Jake\ news neant for them, for tbeir basiness...for their vsay

oJ tre(
"Wbat on Eartb uas that? You look liLe youie going to be

sick," sbe said. She eyed tbe abandoned phane laying lifeless on the

.floar, separatedfrom its use during the collision.
"Our business," Sam mumbled, unable to continue.

Betlt sat dottsn o??osite biTn and ran ber.l?ngers through her

long blonde bair toying uith the curls like she alu:ays did zshen

she uas onrried or uneas))- "Wbat do you mean, our business?"

take." Sam roaked, his ooicefailing him. He needed to sbo,zts

confdence that everything toottld be ok. JaAe," he said again, bis

voice stronger. "He called in tbe loan-"
Beth\ gaze bardened. "Ihe loan tbat ue nerer ever had to pay

back."
"He has to declare it. He'll need tbe maney to settle the diaorce."
"You mean, Suzie\ making him cash it in." There zsas no looe

lost betueen ber and ber sister. "She netter agreed t:itb it." Betb

2icked up his mobile and tbe discarded ruse, placing tbern on his

t2
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dcsk. She resttd hr hands on her AiVs, Vreltring to Jight. "Wtll,
tre sirnp$ un't lay it. Iite just had to heg Sally tt Benel|t Hanes
to pay some of their intoices ear\t. $200,000 i.; going to be a littb
bardet to.fnd."

"We harLe no cboice. Suzie is hitting Jake uffor sevenj per-
rent and hi.s solicitor says thfi zuhile thelt'l/fght it, .;be s liAely to
.ain. Jake doesn't hate tbe cath to cotter it hitnse$ and that naTtey
is legally his."

"So, z.te have to sulfer because ny tisteruants oat-" Beth's ,L)oicc

rosc ruith each tt-tord. "Ma1'be t:e can ask yur dad?" she suggested,

grds?ing the uings af desleration.
"LiAe Ae// Im asking hitn. He just toughecl up sixtlt grand

-for the land n:e baught in March.for the second yard. Tltis is our
problem and ue uillJix it. Eren if it neans .relling thL house,"
he added ztsith conttiction, knotaing tbis statement rL:ould ignite
herfur1,.

Beth didn't disalpoint. Her tirade started u:itb the lack of
rez:ardjbr her years al'su??ort and enlttl v-tith the ptirl; ttd loue
she hadfor the dream ltomc they had built truo -yedrs ago that thelt
just cornpleted furnishing. As usual, shefailed to see the contradic
tion in her argument.

Sam let her vent. Thert uas no point.fue/ling the Jirc. 1:
expected, the bluzefnalllt burnt doun to a bhr.bber oftears, but Le

wa.t na be tter dedling uith her in this state.
"What are zt:e going to do?" She hiurlped as s,befell into the

chair, dcfeated.

"I don't knov:."
"Maybe, you should call Fran/t."
"Na. Eury ti e I s?eak r:ith him, I end up in a group rall

uitA ./ir.,e other atcountants on his team, follouad by a billfor d
coufle thousand dollars aJier thel'tte onllt told mc n:hat do rather
tban gire me the tupport I tn palng/br. Be:ides, lse sti/l o-toe hint
that taentJ grand, and he\ unlikeQ to be Jbrthnning -aitlsout

palment and firther cost."
"Ilse ban/<? Pete McPherson migbt bt: able to hell."

t3
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'2 bank loan? Beth, the repayments zoould kill us. Zhe beaa4t
about Jake\ loan is that it's interest on4) and at a rate belata the
market rate in this economy-"

"Sam, please. Can't you talk to the bank before you sell our
hause? I couldn't bear it."

He hated to admit it, but Beth v.sas right. A bank loan tt:as

their only chance of dealing uith this quickly. But it v.tas only
transferring tbe frablem to a nore demanding and rtgid fnan-
der. Jake had alzaays been accommodating uhen thel couldn't
meet bis interest repaj,rnents. 'Ibe banL z:ouldn't be.

"Hou: lang bave you got?" Betb tuas already distancing herself

from the prabhm.
"Until the 3Oh ofJune. Five--no six--tueeks azoay."
Betb stood and brushed daaDn the front of her sbirt liAe she

uas trying ta remote the bad taste of this neu:s as thougb they

utere zorinkles. Sbe ttsas leaving it to him to sohte tbis di.lemma,

and tbe tbaught sent d ti.dal lta,ue danxi.ety through ltim.
"I'll make an a??o;ntnent uith tbe bank for yoa. Friday

morning vsould be best since Tam can bandle tbe Fraserjob vsitlt-
out you," she said beforc lear.,ing-

He usondered if sbe truly realised the impact this tras going
to ba,zte. Deslite managing tbe business'i1nances, she did nat seem

to gras? tbe se eri4) of their situation. That, ar she thought ignor-
ing it zlould make it go attsay. Sam bad trouble understanding
it himself on paler and according to tbeir tax bill, it looked like
tbey had a solid, aiable business. Meanuhile, the lack of cash ruas

crippling them. Itjust didn't maLe any sense.

Sam contidered the o?tion of selling the bouse. It would set

them right again and tbey rculd go fortsard ttitbout ba,Ling to

f.nance a business loan. But thel tt:ould lben be tuitbout a home.

IIe sboak his head to rid himself of tbe next thought.

If he sold her bouse, be usould be beadingfor dioorce next.

c&J
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Sam tLaAe in a pool of sz-,eat.7he bright glou: of 2:41 aru starerl
at him from the alarnt iacl. He listened to t/:e rhythm oJ' Beth
breathing ne xt to him. Slou. Deliberate. Extuciatingly at pearc.

Unabk to tolerate his t:f-e\ careJrec sleep, he got out af bed,

threv.t on his beloaed lracLsuit and.aent downstairs to the har-
raoru t0 ?aur himself aJamiesan ztsbisky. It uould be azrhilc belbre
bcU he able to ltuy unother so he'd haoe to nake this battle lost.Zhe
thought nude him slump to thefoor, a glass in one hand and the
bottle in the other, bac/t proVped up against the tsall.

But hozLt long uould'a uhile' be?

Sam lranted tbe Laorld to rate in upon him and maAe every
thing ga azsay The pastfeu dals had baen unbearable.

His eye caught the ?a?"trdit of hi: ztife and three kids, hang
ing an the v:all olposite him. It tuas bare/1t a ydr old and trhikt
be recognised the fami ly as his oun, they felt disconneted and

foreign, existing outside of the bubblc that en osed him. His rela
tionsbi2 bad been strongest,trith his eldest, Max, aged eight, yt
hc could nat remembcr the last time theyd spoken other tban t:ith
an instruction or a hot nou'rebuttal. Six-1ear old'fyler shoued
signs oJ'being us -figltty as his mother, a tharacteristic tho.t grated
Sam\ nerues as he sfficated in his bour of need. His gaze drifted
to Oakley, thc loungest at Jbu4 and Sant realised he barely Ane,*-

him, unable ta recall hisJitourite to1 or colour. He could tery "roell

be someone else\ kid.

Zhe image of Beth standing belind the lids totuered otter Sam

as he slidfurther into the.floor. He failed to nake the appointment
due to rtarA contnitrnents and v:as omittedfrom tbe-lamily por-
trait entire4t. Des?ite tbe srnile on Betb\ lips, there tras a glint
in her eye,Jbre"Ler disciplining himfor his absence. No doubt that
uas the reasan she insisted thL:y bang tbefnished produi in the
roam that uas bis. ,1 rcnstant reminder af his neg/ect.

It had been a long time since he d dane arytthing right in Beth\
e1e.r, andfor montAs, tbeirfrustrations ricocheted af of one another,

feeding t/:e demise descending upon them. TAey onllt spoLe about
lhe btrsiness these dals and, more often than not, the cantersation.s
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escalated into a sc'rabble of beated zuords and emotions- He couldn't
rernember zuhen be last toucbed bet or uhen she had reacbedfor
him. It ttas the beginning of the end, ofthat be ttas certain.

Sam had tafnd a solution, but be lDas at a lossfor ttsbere ta
start. Zhe burden in tbat moment tuas so heatl be couldn't eaen
stand.

For the past u.teek, every time be did or said arytbing be did
so tlith the black essence of doom ttrapped around bim. It ttas like
being an im4oster lioing in someone eke\ skin, unable to control
the dottnttsard spiral. Eacb moment stSfocated him so relentlessly
tbat bringing bimself to think of tlte next toofr unsurmountable
energy and zuillpouer. Wben the next moment inevitab j arrioed,
he uas besitant to take a breatb. But be had to-he had to keep on

breathi.ng and vsorLing. Ile must kee! pushingforu:ard, for there
irere so nany ?eo?le de?endent u?on him: bis ufa kid5 emplay-
ees, customers, su??liers, FranL, tbe Bank andJaAe.

Tbree days after Jake\ impenetrable phone call, be realised bis
situation toentfar deeper tban be'd beliesed. The surrounding sup-

?ort ruas friflolous in his time ofneed. A phone call to FranA only
confrmed bis fears, as the accountant diplomatically reguested

?q)nent before Ae addressed Sam\ neztest mess. 1he banA was
equall! unbehful.

Sam! t'i.sit that Friday had not gone u.)ell. Pete McPherson

uas no longer uith the bank,forcing Sam to meet ttsitls his incum-
bent, a tr.tenty-year-old boy set onfollou:ing the bank\ procedures

to tbe letter. They z.sent tbrough tbe in;tial ste?s of inlestigating
Samls ability to lEnance such a loan, disrussed bou long it ztsould

tale and ubat he needed to prooide to proceed usith tbe applica-
tion. For a rnoment be zuas at peace, uith an end to the crippling
efect ofJafre's decisionfnally at hand. It didn't lav.

"We trill just need afull set ffinanciak to proceed. If yau can

get tbem to us by next Friday, we uill have no |roblem meet-

ing your deadline," the boy said, his lack of slmpathy a??arent i.n

ettery toord.

16
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Sam left tlte bank and stoodJastened ta thc nature stri? as f'
hi.rfeet uere set inta tbe rcnt:retu. Not only uould he hatte to jump
a httndred hurrlles to meet the banl\ application requirement,
the .fbrebading tAtl mcomlutied the .i€.vc ycdrs a-f repa.ltuants lt
'uould need to.f.nd the nonelt.for threatened ta darail him.

Tlte z;arld tsa.' agnin't hiru.

What on Earth had he dane so urang, to .face losing eu:r1-
thing, 'abL:n etrrytlsing had startei ojf so z.te/l? Hou could tJsi.r

bau hdppened?
'lheir sruall busin4ts joarne! started uith u bang. Sant, a/ter

a couple years af delibtration, .fnall1t mada the jurtp fit,r yaars

ago. It uas Jake, his brother-in-laz:, uho had prorided the most
tncaurltgenent. He not only Vrotided a substantial loan to pur
chase the 4lant and equipmn| hut he ako referred several lorge
landscafing lrojects to tbe new cam?any. It ",ods a ?erfict start a:
thc starsfell into alignmentfor eury neu Prajet.

'Iho.re .frst jabs soon deulaped into a .;tt:ady streom o1f resi-
dentia/ landsru1ing.iobs riding on tbe %,a,Je of r{errak. Within
six month-s, thel set ed into a steady uhedule rthere he,uas run-
sistcntly booked weeks in adt'ance . He employed a Jully traine d
/andscaper and sereral alprcntices at tarious lertels of experience

to establish his.fir:t letm. Sutn rL-tos an his uay tE untl it had heen

so :eauless that he often ttondered uhy he d procrastinated tafring
the l ?.

the start-uP )ear!'INcre ideal. He concentruled on pro"oid-
ing botb soft and hard land.scaping to the residential marftet and
got nlst aJ his funnz vLork through custamer re/irrals und lorul
radio udtertising. Whikt he provided tfu Vrafessional designs

and subsequent qrctes for each customer himse$ his head lan.d-
.tca?er !(r,ued as taarn /t:udcr on.tite. This enabkd Sarn thefrecdom
oJ visiting current siles to assess tliem./br gualitlt a.rsurance, ",.tisit

rttture sites ta.facilitate qttoting and Aeeping the scheduhfull r;ith
a .rteady stream ofprojrts. He organised materials and equiP?neltt

each job required and en:ured his team uas on track to cornllete
each praject on tinte.
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Ttto lears ago, hejoinedforces zlith a ?ro?ert! deuelo?er uho
s{ecialied in prooiding turnkel investment properties, Tltrflt
Inttestments. They needed a landscaper to design qnd clnstruct
the landscapes for their suite of bause plans. Sam couldn't belieoe

his luck as this uas guaranteed recurring and structured nsork

year-round- He set up tzso additional teams, dedicated to con-
structing these landscapes.

Overnight his business doubled in rize, and tbe initial
manenturn usas intoxicating. A banage of issua deaeloped daily,
and they s?ent most of tbeir time problem-solting the constant
cycle of issux- It took tuelae nonths to gro.a accustomed to this
escalated mamentuffi, and soon thefrantic state uas the norm.

If Sam was bonest zDitb himse$ that uas about the time the
casb started drying u?, tbougl) he didnT knott trlry. Sam did all
the quoting bimse$ akrals ensuring tbat at least aforty ?ercent
marh-up zaas applied and that the sales ircvaices v.tere raised at the
cammencement ajjobs to ensure they cauld capture all the ?alments
they received. Beth dealt uith eoerything ehe. She managed the
payroll, paid tbe supfliers and the loan instalrnents, and processed

all the associated transactions into an arcounting database. She

ewn set u? banAfeeds tbat sated her beaps of time and ensured all
trans a c ti on s ID ere re cord e tl-

Occasional$, Beth uould provide Sam with a Proft U Loss

Statement and it alztsays reported a goodproft. Infax, he couldn't
remember seeing a lass at all in recent lears, eoen during the lozu

seasonal montbs. It didn't make any sense that tbey neoer bad
casb. Their VrolLtability uas consistently good, hotaever the onll
consistenclt abaut their bank balance ztas that they almost neqLer

had ane. Sam had to sumflan courage to check the balance,fearful
it utas neoer enough. More often tllan not, it lDasn't.

Eoery tueek ztas a sctamble to 16nd enough cash to cozter the

teami usages; Sam doubted tbe boys staled out dlolalt! anln lre.
Dealing ztitb tbe employes usas a constant juggle, managing
tbeir cozn2laints about tbe jobs they got stuck on and the hours
thel uorked, and shousing tbeir disdain ttben Sam insisted upon
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rett;ork to get ajob up to scratch. It'd been montbs since thelt shared
a beer at tbe pub or since Sam bad made any ffirt ta theth on tlteir

2ersonal oxllbeing. No, they didn't stay out of loyalty anymore. If
thel didn't get paid, they rtouldn't shozu.

Before the dream home, Betb vsould dratl dotun on tbe excess

funds in their mortgage uhen tbey needed to ?ro? u? the businesi
bank balance. Hotuever, tbis option uas no longer atailable since

they built their extraraganl home. They met tlse minimxtm mort-
gage re?alment: by tbe skin of tbeir teetb, and for most rnontbs
they couldn't dratt a zoage from the business at all. To meet the
payroll bill, they developed an unbealthy reliance on calling in
intLoices tbat uere not yt due.

His on$ saaing grace ztas Thrftl Inaestments. Not onl! the
business they 2rotided him, but tbei.r rsillingness to make palt-
ment ahead of the due date uhen requested. His relationsbi? ,zrith

I aytne v.tas so solid that they zaere increasing the uorhload to
include tbe tuestern suburbs of Melboarne, rshich required ttuo
more teams, and zuere undertaAing initial talks about expanding
into the nortbern suburbs thefallotring year. Howe,Lea all of this
ex?ansion and growth needed cash-cash they didn't hazte.

Sam tu0rt anotber szt:igfrom tbe trhisAy bottle, the glass aban-
doned besi.de hirn. For days his mind had been cycling througb
tbe past ftte yars until be bad exltausted etery detail be could

remember, dissected eaery possibility he could utilise. Not onllt
could \am not see tbe anrute4 he just didn't haw the energy to

look for it anymore.

At eigbt arn bis atife found him behind the ba6 curled into
tbe faetal position, hugging the emlty r.thisky bottle. If he hadn't
passed out, he sould bave seen the looA of disdain on herface.

c*

In desperation, San ,z)is;ted bisfather. He uouldn't askfor another
loan, but he needed a sounding boardfrom someone zoho bad been

in tbe same ganne mast d bis life. IYhilst even bis dad couldn't



Oiscover Your Finance 6ng ine

hand hin a solution on a silr.ter platter he suggested Sam talA to

Jahe to su ifthey could come up ruitb anotber solution before nm-
mitting himself to Frank and the Bank, or doing the untbinkable
and selling bis u:ifei dream home.

Unuilling to go home and face Beth and the kids, Sam and
bb dad ztent to the local pub and had a counter meal be couldn't
aford. fu the tirue his .fatl:er left hin, be had set up a nreeting
n-titb Jafre later tbat afternoon at tbe same establishruent, and
uasfeeling a little better about his selfuorth, even if it tras only
a sbadoza. Wbikt he waited far Jahe, he headed to the bar and
ordered an orange juice.

1he publican zoas a fellou be'd gone to school uith. 'Ibey d
neoer beenfriends, but they aluays excbanged pleasantries uhen,
in the distant 2ast, Sam and tlte boys had drwed in after a hard
da1\ z:ork. The p*lican placed tbe drinl on the bar uhile an
amused smirk curled bis li4s.

"Been auhile. Loaks like you'oe seen better days," Paul\ voice
boomed, cutling through tbe noise.

"Yeah, you could say that.'
Paul busied himself r:ith ather ?atrans zri,thout anotber

tt;md. Wben tbeyfnisbed their beverages and mored to a table in
tbe opposite direction, Paul returned to Sam. He crossed oter his
arms and rested them on tbe bar tol at a respectable, but ronilding
distance.

"What\ up?"
Sam zaasn't usually one to speak about hisl6nances, but he con-

fded in Paul; tbat\ zubat bartenders arefor, right? It uas most\t
a vsay to get a handle on his anxiety before the meeting v:ithJake.
He lDasn't ex?ecting a solation ta ?resent i*e$ so he usasn't in
a rece?tine state of mind uhen Paul, usordlexljt, handed o,Ler a
business card.

"Gizte my bookkeeper a call. She'll sort lou out."
"Bookkeeper? No thanks, I'oe heard of tbe problems they can

muse. I'm in deep enough utitbout handing orer tbe boola so she

can rnale the mess bigger."
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"Zhis one\ dfferent- Since I nort her on, I'oe learned more

about n! businesi lfrnances than I eter lnez: existed- Debra not
only shoued me tuhere the problems tuere, but she rsorked tt:ith
me to get themfxed. Nou m1 bank account is ahuay fush and
I Anou exactll ushere I am. Not to mention tbat m! tatc acco n-
tanl\ bill is a lot smaller than it onre toas.

"We re building a three-year plan on bo.zr to inuease ml seat-
ing ca?acit! by renoaating the adjoining yard into a beer garden,
and I mfnancing it all uitb internalfunds."

"I dan't need a three-year plan. I need a nou plan," Sam said.

Jealousy that Paul had it all together reared its ugly head.
"Contact her. Yoid be afool not to. Sbe tt:on't charge you for

an initial consultation and she'll be up front f she can't help yu.
Sounds liAe ltou haoe nothing to lose."

"Only my entire basiness."

')4ren't ltou losing that aryrzlay?"
Sam pinched his lips into afroutn. Paul lefi to solzte the prob-

lems oifanother 4atron ultile Sam put tbe business card in bis top

?acket and resumed uallotting in his orange juice. Pauli ttsords

joined his su:irling thaughts until JaAe arril)ed. Sam bought them

earh a beer and tbey moved to a guiet corner.

As they settled in, Sam assessed Jake\ receptiaeness. He was

in bad shape. Hi: shirt z:as half tucked inta a ?air af ?an^ that
looked reuntly unraoelledfrom a tightly constrained ball. His sAin

usas sallota, deep black indentations underlined eacb eye, and his

usually manirured hair was unruly and in need af a good uasb.
Eoen thougb hefarced a smile, it lacAed his usual conJldence.

It n:as like looAing in a mirror.

Jake apologised for his a2qearance, and they sat i.n silence

drinking their beers. Sam realised that no mdtterzuhat ffisis he

u:as in, he still had bis family. Jake bad lost his and,uas on the

brinh af losing a uhole lot more. Sam briefy toucl:ed tbe card in
bis top pocket.

"So, ubat did you zaant to discass?"Jake asked.
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"Ijust ruanted to see hozts you uere doing?" Sam said, unable
to ?lace more lturden an Jale'.r shoulders. He uas family, the only

famillt Jake had leJi, and surellt that tneant he had to be more sup

?orti,oe thdn Frank and the Bank had been to him.
"Iltertis no problem v:ith tha loan?"
"Not yt. Im still maling inquiries," Satn said,i?nding sotttc

selfassurance and gratitude that he could belp edse Jale\ situa-
tion, ot ltast for the tine being. "More importantly, ho,ia are you
daing?"

Re/i{ rclaxed ./ake\ features as his eltebron:s unfurled anrl
the tensian in his shoulders relaxed. It t:as lile an antidote to tbc
hangoter Sam carried our the insoltability af' his prabhm. It
shouted thal there tuas hole.

(:...c+

,4gainst Beths tt-tishes, Sam took Paul's suggestion und nriacted
the boal<fteeper, D,:bra. The threa of them ditcussed tJte extent aJ'thc
situatian encam?drsing the need to repay the interest-anly loan,
tbe tim{rame and them not having enough capital to pa! it aut-
right uithaut refnancing- Sam z;as too embarra.ssdd to higblight
the extent af his cash.flau issues and Beth, in her utuil/ingnr:ss
to embrace the bookkeeper's assistance, also made no mention oJ- it.

Zhe boakkee2* explained she nuld gct tlte.fnantial statetnents
in a rcndition that shauld satisJl the bank. [f the ban/t required
Franl\ endarseuent, she assured tbem it uould be on! aformal
ity because she ttsould guarantee the boaks usould be clean. With d
quicl glante at thc bank ltatem(nts, she ofered them t-flat prica
ta get theln into shape, nshich u;as ntuch less than rahat Frunk
would hdte chargetl. Eten though it z:as the bookAeeper\ dip/o-
macy managing his ufb\ derisian that ron-oinced Sam.

Befare Debra left, she handed ooer a baok titled, Dism.-er
Your Finanrc Engine, asking Sam and his zt:ife to read it.
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"Once I hau yaur booksfu/ly retonciled, v:e will sit doun and
retiezt the.i6nantial statements in detail.'Ihis guide bool uill help
us get /hc'natt out daur ntxr mc(ting."

LiAe a gentle breeze, the bookAeeler .uds 
.{one, and thelt settled

into the dalt'sJrantit rbythm.
It couldn't ba that easy, could it?
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The Heart of Your
SME



Elusive Road to Success

l,0t-{ENf yOU EMBARK upon the smalJ business journey!.r,'ou
focus on the gift you are contributing to the world.

This gift encompasses thc unique solution vou heve cre-
ated that solves a problem ncar and dear to your heart. \bu
are driven by passion and are fu1filled when you help some
one who is facing thc very problem your gilt sol.r.es. When
fuelled by this passion and success during these initial wccks
or months, there is often little mention of moner..

Whilst there is usuallv a 1eve1 of expectation that 1.ou can
commercialise your gift, it is not the driving motivation for
the most successiul of businesses. O{fering ,vour gift to thc
world and making someone else's life easier is the primary
objective. Unfortunately this is where the quandary lies. For a

business to reach the heights of success and be sustainable in
the long term, prudent 6nancial managcment is mandatory.

For thc impassioned entrepreneur, managing their SN4E's

finances is less critical than ensuring customer satisfaction,
their staff are happy, and ancillary issues are rcsolved swiftlyr
Nlany new business owners dont manage their financcs
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beyond their SMEt bank account, ensuring only that there is
enough cash to pay the month's expenditures or even just the
following weelis commitments.

When starting out, the 6nancial education of many SME
entrepreneurs starts and ends with managing the household
cheque book.They think this skill set transfers to the manage-
ment of their SMEt finances, not realizing the complcxities
involved. The business finances and intimate movements of
money in and out of an SME are more far-reaching than
household financial management and can quickly get out
ofhand.

The SMEt Finance Engine is, more olten than not,
viewed as a burden-a time-consuming task that pulls their
attention away from generating sales and servicing their
customer base. Deadlines provided by third party stakehold-
ers end up driving the entrepreneur to update their SMEt
Finance Engine at the last minute, causing them to miss out
on vital financial information and opporrunities.

More businesses fail from financial mismanagement than
for any other reason. Not only do aspiring entrepreneurs start
their small business journey with insufficient capital, but
the management of the capital they generate is often man-
aged poorly. Throughout my experiences working with and
within the smaller entity, many viable businesses never get
the chance to succeed because there is a lack of focus on the
financial flows in and around their businesses. The Finance
Engine and the benefits it provides are often undervalued
and underutilised, making the road to success unnecessarily
challenging, or even impassable.

The Finance Engine of your SME is as unique as your
business model, the problem you are trying to solve, and the
solution you're delivering to the market. Survival depends on
the SME entrepreneur understanding the intimate mechan-
ics of their Finance Engine and how tlfs function, when
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