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What Can Go
Wrong Without
the Right Report
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Detailed Scenarios of What Can Go Wrong
Without Financial & Operational Reports

@D] 1. Unexpected Cash Crisis

What happens:
A business seems profitable based on sales but runs out
of cash due to slow-paying clients and high fixed costs.

What went wrong:
No Cash Flow Statement or AR Aging Report to track
receivables and timing of cash inflows/outflows.

Result:
Bounced payroll, emergency loans, loss of employee trust.
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Ask about the Tax Law Group on our team that focuses Typically by
on reducing the tax burden of business owners 20 to 40
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2. Growing Sales But Shrinking Profits

What happens:
Revenue is up, but the owner can’t figure out why profits
are down.

What went wrong:
No Departmental P&L or Contribution Margin Analysis
to identify loss-making products, services, or locations.

Result:
The business falls into a deeper financial hole.

What happens:
The business files taxes based on estimates, missing key
deductions or underreporting income.

3. IRS Audit or Tax Penalties

What went wrong:
Lack of accurate General Ledger, P&L, and Tax Liability
Reports.

Result:
IRS audit triggers back taxes, penalties, legal fees,
and reputational damage.

Ask about the Tax Law Group on our team that focuses Typically by
on reducing the tax burden of business owners 20% to 40
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4. Failed Loan or Investment Pitch

What happens:
A promising business is denied financing because it can't
provide historical performance or projections.

What went wrong:
No Profit & Loss, Balance Sheet, Cash Flow Statement,
or Rolling Forecasts prepared.

Result:

Missed expansion opportunity due to poor financial
documentation.

% 5. Inventory Overstock or Stockouts

What happens:

The business overorders slow-moving inventory and runs out
of bestsellers.

What went wrong:
No Inventory Turnover Report or Inventory Valuation to guide
purchasing decisions as well as Sales Projections.

Result:
Wasted capital, lost sales, unhappy customers.

Ask about the Tax Law Group on our team that focuses Typically by
on reducing the tax burden of business owners 20% to 40
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6. Labor Costs Quietly Erode Profits

What happens:

Wage costs creep up, but the owner doesn’t realize labor
is now 55% of revenue.

What went wrong:

No Labor Cost Report or Payroll as % of Revenue Dashboard.

Result:
Profit margin collapse, employee layoffs to stabilize cash flow.
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all'e) 7. Project Finishes at a Loss

What happens:

A construction or service project runs 25% over budget and
wipes out months of profit.

What went wrong:

No Job Costing Report or Project Budget vs. Actual Report
tracked during execution.

Result:

Underbilled clients, out-of-pocket expenses, and broken
client trust.

Ask about the Tax Law Group on our team that focuses Typically by
on reducing the tax burden of business owners 20% to 40

5 What Can Go Wrong Without the Right Report https://clearpath-cfo.com


https://clearpath-cfo.com

() Searran
° o °
@ 8. Pricing Is Out of Sync With Costs

What happens:
Inflation drives up supplier costs, but pricing hasn’t changed
in 18 months.

What went wrong:
No Cost of Goods Sold (COGS) Trend, Product Profitability
Analysis, or Contribution Margin Analysis.

Result:
Every sale becomes a hidden loss.

ﬂ@ 9. Unprofitable Customer Ties Up Resources

What happens:
A large client brings in volume but constantly requires rework,
discounts, and custom service.

What went wrong:
No Customer Profitability Report to see that this client generates
negative ROL.

Result:
Staff is overworked and profitable clients receive less attention.

Ask about the Tax Law Group on our team that focuses Typically by
on reducing the tax burden of business owners 20% to 40
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< 10. Compliance Violation or Lawsuit

What happens:
Business fails to document financial decisions or asset
purchases properly.

What went wrong:
No Audit Trail, CapEx Report, or documentation system in place.

Result:
Legal exposure, fines, and loss of contracts with regulated
partners (e.g., in healthcare or government sectors).

11. Owner Burnout from Constant
@ﬁ Emergencies

What happens:
The owner makes every decision based on gut feel and
is constantly putting out fires.

What went wrong:
No reporting rhythm, no dashboards, no KPI Tracking,
no delegation through clear metrics.

Result:
Burnout, stalled growth, and key employee turnover.

Ask about the Tax Law Group on our team that focuses Typically by
on reducing the tax burden of business owners 20% to 40
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@ ClearPath

summary
Scenario Reports that could have prevented the issue
Compliance Violation or Lawsuit Audit Trail, Proper Documentation System

Profit & Loss, Balance Sheet, Cash Flow Statement,

Failed Loan or Investment Pitch .
Rolling Forecast

Growing Sales BUT Shrinking

Profits Departmental Profit & Loss, Contribution Margin Analysis

Inventory Turnover Report, Inventory Valuation,

Inventory Overstock or Stockouts L
Sales Projections

IRS Audit or Tax Penalties General Ledger, Profit & Loss, Tax Liability Reports

Labor Costs Quietly Eroding Profits Labor Cost Report, Payroll as a % of Revenue

Owner Burnout from Constant

Emergencies Regular Reporting, Dashboards, KPI Tracking

Cost of Goods Sold Trend, Product Profitability Analysis,

Pricing is Out of Sync with Costs Contribution Marging Analysis

Project Finishes at a Loss Job Costing Report, Project Budget vs Actual Report

Unexpected Cash Crisis Cash Flow Statement, Accounts Receivable Aging Report

SUIREIC] el S IR 2 Customer Profitability Report

Resources
Ask about the Tax Law Group on our team that focuses Typically by
on reducing the tax burden of business owners 20% to 40
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BOOKKEEPING & FRACTIONAL CFO SERVICES

California Texas New York Georgia
1255 Treat Blvd 325 N. St. Paul Street, 41 Flatbush Avenue 260 Peachtree Street
Walnut Creek CA, 94597 Suite 3100, Dallas, Brooklyn, NY 11217 NW, Suite 2200, Atlanta,
CA Phone: 925-315-7890 Texas 75201 NY Phone: 718-210-3604 Georgia 30303

TX Phone: 214-210-0337 GA Phone: 404-330-9009
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