CFOsoft for High-Tech Startups

EXECUTIVE SUMMRY

BUSINESS OVERVIEW
CFOsoft market position: “Provide growing high-tech

service companies” the financial information they need

to succeed.

Many startups fail because they cannot convince
investors that their numbers are believable. CFOsoft
solves the problem with an innovative Online
accounting solution that gives you the story behind the
numbers. It’s simple, effective and affordable.

Problem: Growing High-Tech firms
can’t deliver believable numbers to

investors

Small growing high-tech firms feel pressure to keeping
expenses down. They put off implementing good
accounting and reporting until funding.

However, without reliable financial information
investors are likely question the credibility the business
plan. Don’t be like many startups that lose momentum
when funding becomes a question mark.

Solution: QuickBooks Online, and

XCELLEGEN, and CFOsoft services
CFOsoft has worked with scores of high-tech startups
and have found more success when a company has
effective and efficient planning and accounting.

A high-tech startup can acquire a robust financial
system for a reasonable price by combining QuickBooks
Online with CFOsoft’s XCELLEGEN Excel-based financial
modeling tool.

CFOSOFT PROCESS
CFOsoft has years of experience working with high-tech

firms. We understand the Internet and technology
Marketing metrics, software development and support
requirements.
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The objective is to keep things simple and organized
from the beginning. We will create an accounting
system, operational reporting, and long-term plans
model that can grow with you. Our approach includes:

» Build a multi-year model using XCELLEGEN with
CFOsoft, LLC.

» Create QuickBooks Online system based on chart of
accounts used in XCELLEGEN model.

» Integrate QuickBooks Online and XCELLEGEN
periodically to produce revised models.

» Produce monthly budget analysis including “burn
rate” analysis.

» Create meaningful reporting and dashboard
systems based on the Key Performance Indicators
used to create the XCELLEGEN model.

CFOsoft will do most of its work remotely using Internet
technology, which will significantly reduce cost.

BENEFITS INCLUDE:
The accounting system, operational reporting and long-

term plans will use the same chart of accounts, which
will make processing easier and simpler.

The lowest possible cost results by having CFOsoft
perform on-going services for accounting and
information processing.

XCELLEGEN adds functionality not contained in
QuickBooks Online:

» Multi-year Financial Modeling and budgeting

» Multi-entity and/or multi-currency issues

» Analysis of consolidated operational metrics

» Inefficient manual processes reduce productivity

CFOsoft’s approach will control use of QuickBooks
Online flexibility that can cause users to add accounts or
make other changes making growth difficult.

CosT
The cost for a typical early stage startup will consist of
two elements; (1) initial setup, and (2) ongoing monthly
and (3) additional costs:
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» Initial Setup: $7,500 up front, or $1,000 a month for

8 months:

o

o

(0]

Build multi-year model and reporting
Setup QuickBooks Online

Integrate model and QuickBooks Online
Create accounting manual

> On-going Monthly: $500 on first of the month:

O

O

Update model with actual results
Perform monthly bank reconciliation and
account review

Train in-house staff

» Additional Costs: $75 staff; $125 professional

Typically, each of these tasks takes a couple of days.
The on-going monthly will increase $100 or $200 a
month.
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Setup a payroll system

Setup integration to a bank
Setup an expense system

Major model modifications
Specialized reporting

Custom Training

Quarterly Taxes

Working with external CPA
Working with potential investors
Due diligence support

XCELLEGEN Product Features

XCELLEGEN is a development environment for building

financial analytic applications in Microsoft Excel. It gives

you a better way to develop Excel applications, such for

financial reporting, budgeting and long-term corporate
modeling. It is well suited to compliment QuickBooks

Online.

FINANCIAL MODELING

XCELLEGEN software makes it easier to defend your

financial assumptions. It is the better way to do multi-

year financial modeling in Excel.
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B C [n] E F G H
1 DEITIDCDITIpﬂI'IY FI¥YE YEAR FORECAST
2 Income Statement Forecast Forecast Forecast Forecast Forecast Forecast
3 For the Forecast Ended December 31, 2014 2009 2010 2011 2012 2013 2014
4 |Totzl Revenue 2,740,000 12,004,800 | 32,372833 [ 60246735 | 83055742 110,413,415
1
6 | Direct cost of software 160,000 380,588 B&2,500 1044 431 1581424 2741344
7 |Direct cost of Service T45,000 4,387,088 13,486,708 26,716,308 [ 37,630,600 46 386 441
8 | Marketing 300,000 360,000 480,000 BED,000 40,000 1,020,000
3 |Uncollectdble Accounts 41,100 150,072 433,840 A03,702 1320836 1656,231
10 Total Direct Cost 1,286,100 5,307 747 15,143,046 2832344 41,372,860 51,304,075
1 Gross Margin 1,453,300 6,597,063 17,779,647 31,923,355 46,682 581 53,115,340
12
13 | Salares 2,234,100 4,363,648 T.659,204 4003 415,186 9,260,024
14 |Pryroll Taxe: & Benefits 201063 436,828 689,328 BETEID TETIES 832502
15 | Other Payroll related 111,705 242,882 382,960 382,008 420,758 462,501
16 |Cutsourced Labor 60,000 60,000 60,000 60,000 60,000 60,000
17 ‘Total Labor 2,808,874 5,533,158 3,791,492 769,729 9,653,230 10,605,027
19 |Accounting & Legal 65,000 40,000 120,000 20,000 108,000 108,000
20 |Computer 30,225 €0,230 a4,788 20,100 84,750 8,950
21 |Facilities 201500 401020 BE4EIZ TAT.EOD Fa1.000 820,200
22 |Office Expense 50,375 100,250 141,125 133,500 141,250 148,260
23 |Tames & Licenses 100 60,024 164,613 03702 1320836 1656231
24 |Telephone 44,000 103,500 132,760 158,250 187 260 264,375
25 |Travel & Enterzinment 257,260 538,500 T47.750 E7E,000 636,500 700,500
i Total General & ive Coat £73,450 1,363,584 1,966,633 2778152 3,235 586 3,743,568
27 EBITDA 11,832,424) [243,630]] TOIZEI5 | 20376473 | 33,734,006 44,716,746
28
23 |Deprecition & Amortzation 68,583 296,139 BE3,500 1,032,556 163861 2,004,778
30 |Interest ncome - 32,655 138,104 - - -
3 |Interest Expene 151,270 134,083 - - -
32 |Total mcome Taxes - - - 5,384,011 11,268,388 14,949,189
33 Net Income [1,301,007]] [728,754]] 6,030,828 13,898,907 | 20,927 006 27,762,773
BUDGETING & ANALYSIS
XCELLEGEN software gives you a better way to do
budgeting and analysis in Excel. It eliminates the
problems associated with a spreadsheet-based
budgeting system, such as formula maintenance,
documentation, and confusion. XCELLEGEN is
extremely flexible, allowing you to implement many
types of financial analytic applications, including:
e Capital asset modeling
e Customer retention analysis
e Human resource analysis
e Complex business models
e Sales forecasting
¢ Inventory costing and analysis
A B X Y Z AA AB AC A AE
1 Demo Company
2 Sales
3 Budget - 2010
7 Actual Actual Forecast | Forecast | Forecast Forecast Forecast
8 Aug 2008 | Sep 2008 | Oct 2008 | Nov 2008 | Dec 2008 2008 Jan 2010
9 [Revenue Factors
10 |SHC Sales Headcount 19 19 20 20 20 20 21
11 |ata Quota - New HC 45 45 45 45 45 540 46
12 |atB Quota - New HC 50 50 50 50 50 600 51
13 |sPAa Sales Price - A 1,000 1,000 1,000 1,000 1,000 1,000 1,050
14 |spPB Sales Price - B 5,000 5,000 5,000 5,000 5,000 5,000 5,250
15 |HCA Customers - New A 885 855 900 900 a00 10,395 966
16 |NCB Customers - New B 950 950 1,000 1,000 1,000 11,550 1,071
17 |HCT Customers - TOTAL NEW) 1,805 1,805 1,900 1,900 1,900 21,945 2,037
18 |EC Customers - Existing| 28,2 30045 | 319 33845| 357 35,745 37,782
19 HN Senvice Hours - New 0 0 480 35
20 |HC Service Hours - Existing 0 0 120 10
21 |5R Service Rate per Hour 5 5 75 75
22 Product Sales
23 40004 ProductA Sales 45,000 45,000 45,000 45,000 45,000 540,000 43,300
24 40008 Product B Sales 250,000 | 250,000 | 250,000 [ 250,000 | 250,000 | 3,000,000 267,750
25 |4000C Product Other - - - - - - 2,288
26 | 4000 Total Product Revenue| 295,000 | 295,000 | 295,000 | 295,000 | 295,000 | 3,540,000 318,338
27 Senvice Revenue
28 41004 3envice - Mew Customers 72,200 72,200 76.000 76,000 76.000 877.800 71,295
29 |41008 Semvice - Existing Customers | 282,400 | 300,450 | 319,450 [ 338,450 | 357,450 | 3,069,600 377,820
30 |4100 Total Service Revenue| 354,600 | 372,650 | 395450 | 414,450 [ 433,450 | 3,947,400 449,115
31 |REV Total Revenue| 649,600 | 667,650 | 690,450 | 709,450 | 728,450 | 7.487.400 767,453

FINANCIAL REPORTING

XCELLEGEN software gives you a better way to do
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financial reporting in Excel. It eliminates the problems QuickBooks is the clear market leader demonstrate
associated with a spreadsheet-based financial reporting excellence at almost every turn, and provide their
system such as data integrity and inefficiency. financial tools within an interface that businesses find
easy to use. Intuit introduced QuickBooks Online a few
" years ago; it was not close to matching the accounting
acumen of QuickBooks Pro and Premier.
QuickBooks Online is a perfect system for a CFOsoft.
WUUICKEO0RTE
Feature Online GuickBooks Online GuickBooks Online
Simple Esssentials Plus
Start
| Accountant Access || Yes | | Yes Y es Yes |
— fEs es es
E | | | |
[ fEs es es
= | | | |
Mo Mo es
| | | |
Mo Mo es
| | | |
Mo ez s
[ | | |
Yes ez s
[ | | |
|| Unlimited™* || Unlimited =* || Undimited = |
CONSOLIDATIO.NS ‘ [ = I = |
XCELLEGEN gives you a better way to do multi-company = Ve I e |
consolidation in Excel. It eliminates the problems ™= = I = |
. . . Mo Mo Yes
associated with a spreadsheet-based multi-company | | | |
Yes Yes Yes
consolidation software solution. |
Mo Mo es
) c D E F S Mo Yes ez
= DefnolConjpanv Yes Yes Yes
2 Consolidating Trial Balance
3 For the Period Ended Sep 2009 Parent . Eliminadons ) || ez || Vs || Vs |
4 Company 1 Company 5 Company 10 Company 90 Consolid
5 |Cash 1,700,000 15177 172 A7 117,775 - 33,994 947
6 |Accounts Recaivable - 17,829,623 4,992,005 (100,000 22721628 || Ne || s || Yes |
7 | Other Current Assets - - - - -
S aceamalated Depreciaton - e Faion . asinh =] Ne I Ve |
10 |Investment - Company 5 3,000,000 - (3,000,000) -
11 |Investment - Company 10 3,000,000 - - (3,000,000 - Mo Yes. Yes
12 | Other Assets - 2,400,988 405,168 - 2,806,156 || || || |
13 TOTAL ASSETS 7,700,000 36,398,867 22,669,835 (6,100,000) 60,668,702
15| Curtent Liabliies - 5,577,308 5,187,538 - 11,764,936 - = H reen Eses ‘
16 Long-term Liabilities - 1,838,907 1,750,000 - 3,588,907
;7 Canlgal i 5,200,000 3,000,000 3,000,000 (6,000,000) 5,200,000
ﬂg R?;“VH:I?LE\:QS%;S & EQUITY BEFORE YTD NI ??ﬁﬂﬂﬁﬂ 32321223 12?21232 6,300,000) f?g;}gi? Mudtiple Uisers Accountant 3:‘:’5_'? = LEETATIE L s (zdd up to 25)
i Revenue - 60,676,601 28,419,053 (500,000) 88,595 é54 )
2 TOTAL REVENUE N 60,676,601 28,419,053 (500,000) 3&5955:54 | ———— || o || T || Ve |
gz Direct Cost - 31,664,863 8,405,528 (400,000) 39,670,391 = — —
DooiEE cmm o R Eaeot [ I |
2t Omer xpinee tncome) . Giae  Geroen : a0 E Pl = Ves I Yes |
29 Federal Income Taxes - 723461 3,719,832 - 4443293
30 TOTAL EXPENSES - 49,441,901 21,510,793 (400,000) 70,552,784 [ — Yes Yes Yes
31 YEAR-TO-DATE NET INCOME (YTD NI N 11,234,610 6,908,260 (100,000) 18,042,870 | L Gheck || || || |
32 TOTAL LIABILITIES & EQUITY 7,700,000 36,308,867 72,660,835 (6,100,000} 50,668,702 | = ” = || — || — |
- Email, Callback and ;
Email Ondy R Email, Callback, and Chat
QUICKBOOKS ONLINE ‘ et - ' ‘
. . . . e . o Mo Mo fes
QuickBooks Online is a surprisingly robust application | | | |
fEs es fEs
that looks great and behaves well. QuickBooks Online | H - H - H — I
Time tracking =

Plus is an excellent choice for a service-based (or very = =
simple product-based) business that needs mobile

access to sales and purchase tools and data, as well as

payroll and basic time billing. It is exceedingly easy to

use.
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History
JOHN CALAHAN (FOUNDER, PRESIDENT)
John has been in the accounting software business for

over 30 years. He started his career as a CPA until he
formed Timeline, Inc. to provide “timeshared”
accounting services to his clients in the 1980s. Clients
would “dial up” to Timeline’s Digital Equipment
Corporation VAX” mini-computers and pay by the hour.

In the late 1980s and through the 90s, a common theme
to John’s career was the development of spreadsheet
software and customer implementation.

After leaving Timeline in 1998, John formed CFOsoft
with his long-time friend and business associate, Fred
Dean (rest in peace) to provide better Excel budgeting,
financial reporting, budgeting and modeling software.

Contact Information
CFOsoft, LLC

John Calahan, Owner
PO Box 881056
Steilacoom, WA 98388
206-941-2246
john@cfosoft.com
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