Financial System Diagnostic Overview
Is your current financial system reliable?

This diagnostic evaluates a real estate investors or contractors current financial system.
Not just the numbers, but the structure, accuracy, and reliability that produce them.

For real estate investors and contractors, financial accuracy is not optional—it directly
impacts decision-making, tax compliance, lender confidence, and long-term scalability.
Inconsistent classification, incomplete revenue tracking, or lack of standardized
processes can distort performance, introduce risk, and limit access to capital.

This report identifies key structural weaknesses across seven critical areas: chart of
accounts design, revenue recognition, expense classification, balance sheet integrity, job
costing, monthly close processes, and CPA/lender readiness. Each category is scored to
highlight both current risk exposure and opportunities for improvement.

The goal of this diagnostic is simple:
to determine whether the financial system is reliable, scalable, and decision-ready—
and if not, define the path required to get there.



Blueprint
Books

Financial System Scorecard (Real Estate Investing
Scoring Scale: 1.0-2.0 = Critical, 2.1 - 3.0 = At Risk, 3.1 -4.0 = Stable, 4.1 - 5.0 = Optimized

Category Score(1-5) Status Key Issue
Structural Integritty 25
Revenue Recognition 2.0
Expense Classification 25
Debt & Balance Sheet 2.5
Job Costing / WIP 2.0
Monthly Close 2.0
CPA/Lender Readiness 2.0
Score 2.21

System Classification

Grading Criteria (Reference Guide)

1. Structural Integrity
1-2: No consistent COA, mixed personal/operating activity

3: Basic COA, inconsistent structure
4-5: REl-specific COA, clean segmentation

2. Revenue Recognition
1-2: Net deposits, no traceability

3: Partial separation
4-5: Gross income, fully traceable

3. Expense Classification

1-2: Misclassified, incomplete
3: Basic but inconsistent

4-5: Structured, consistent

4, Debt Integrity
1-2: No split, unreliable balances

3: Partial structure
4-5: Accurate, reconciled

5. Job Costing / WIP

1-2: No tracking
3: Partial
4-5: Full system

6. Monthly Close

1-2: No process
3: Partial
4-5: Structured close

7. CPA / Lender Readiness
1-2: Not usable

3: Needs adjustment
4-5: Fully reliable



. . . . . Blueprint
Financial Operations Diagnostic Report @ Bool?s
Property: Trestle Condo (1407) - Bridges Bay Resort (STR)

Assessment Type: Pre-Cleanup Financial Diaghostic

Executive Summary

The current financial system contains structural inconsistencies, incomplete revenue
tracking, and no formal close process. While underlying data exists, the financials are not
reliable for decision-making, tax preparation, or lending purposes.

A full cleanup and system rebuild is required to establish accurate, lender-ready financial
reporting.

1. Structural Integrity (Score: 2.5)

Key Findings:

- Chart of Accounts lacks a refined STR-specific structure

- Transfers inconsistently classified, creating account confusion
- Vendor normalization incomplete

- No standardized property-level reporting framework

Risk Implications:

- Financial reports may not reflect true property performance

- Inconsistent categorization reduces reliability of financial data
- Increased likelihood of errors during tax preparation

- Limited scalability across multiple properties

2. Revenue Recognition & Deposit Traceability (Score: 2.0)
Key Findings:

- Deposits not consistently matched to underlying revenue sources
- No system to reconcile gross rents to net deposits

- Income and related fees not clearly separated

- Some deposits and transactions misclassified

Risk Implications:

- Income may be overstated or understated

- Revenue may be recorded in incorrect periods

- Financials may not withstand CPA or lender scrutiny

- Reduced visibility into true property performance

3. Expense Classification (Score: 2.5)
Key Findings:
- Expenses categorized inconsistently across transactions



- No standardized expense classification framework

- Misclassification present in multiple areas of the books

Risk Implications:

- Financial statements may misrepresent operating performance
- Tax reporting may require additional adjustments

- Reduced confidence in expense-level decision-making

4. Debt & Balance Sheet Integrity (Score: 2.5)

Key Findings:

- Mortgage principal historically misclassified

- Loan balances not clearly supported by accurate principal tracking
Risk Implications:

- Loan balances may be inaccurate

- Financial statements may not reflect true liabilities

- Lenders may not trust reported financials

5. Job Costing / WIP Controls (Score: 2.0)

Key Findings:

- No formal CapEx vs OpEx framework

- Renovation activity not tracked as Work in Progress (WIP)
- No job-level reconciliation process

Risk Implications:

- Capital improvements may be expensed incorrectly

- Property values and asset balances may be misstated

- Return on investment cannot be accurately measured

6. Monthly Close & Reporting Controls (Score: 2.0)
Key Findings:

- No structured monthly close process

- No defined timeline for closing financial periods

- Financial reports not consistently generated

- No formal reconciliation review process

Risk Implications:

- Financial statements may change after initial reporting

- Increased risk of undetected errors

- Reduced confidence in financial data for decision-making
- Lack of audit trail for financial validation



7. CPA & Lender Readiness (Score: 2.0)

Key Findings:

- Financials not currently refinance-ready

- Reporting not structurally validated

- Adjustments likely required at tax time

Risk Implications:

- Increased CPA workload and cost

- Potential delays in financing or underwriting

- Reduced credibility with lenders and capital partners

Overall System Assessment
Composite Score: 2.2
System Classification: At Risk

Engagement Recommendation

Recommended Scope: Comprehensive Cleanup & Structural Rebuild
Scope Includes:

- Chart of Accounts restructuring

- Transfer correction and normalization

- Revenue and deposit reconciliation system

- CapEx/WIP tracking implementation

- Full balance sheet validation

- Monthly close and reporting framework

Estimated Timeline: 6-10 weeks depending on data completeness and project
complexity



