Financial Red Flags for
Contractors

This presentation will provide contractors with actionable insights to
navigate potential financial risks and maintain business stability.

@ by John Palmer



Introduction: Financial Awareness is Crucial

Protect Your Business Avoid Costly Mistakes
Financial awareness is essential for contractors to Early identification of financial red flags allows contractors
safequard their businesses and make sound financial to take proactive steps and minimize potential losses.

decisions.



Red Flag #1: Late or Missed Payments

1 Unreliable Clients 2 Early Warning Sign 3 Proactive Action
Clients who consistently delay or Late payments could indicate Implement strong payment
miss payments can strain your financial instability on the collection policies and consider
cash flow and jeopardize your client's part, posing a risk to using payment quarantees to

business. your contract. protect your income.



Red Flag #2: Excessive Debt
and Overextension

Financial Strain Missed Opportunities
Overly indebted contractors Excessive debt can limit

are more susceptible to access to funding, hindering
financial hardship and may growth and expansion
struggle to meet obligations. opportunities.

Risk Mitigation

Implement a budget, track expenses carefully, and prioritize debt

repayment to maintain financial stability.




Red Flag #3: Lack of Financial

Record-Keeping

Poor Organization

Insufficient record-keeping
hinders accurate financial
reporting and makes it difficult to
identify trends and potential

issues.

Unreliable Decision-Making

Accurate and timely financial
information is crucial for informed
business decisions and strategic
planning.

Missed Tax Obligations

Lack of proper records can result
in missed tax payments, fines, and
penalties.



Red Flag #4: Unrealistic Bids
and Profit Margins

1 Loss of Profitability

Underbidding projects can lead to financial losses,
impacting your long-term financial stability.

y) Competitive Pressure

Avoid bidding too low solely to secure a project. Ensure
your bids reflect accurate costs and reasonable profit

margins.

3 Financial Distress

Low profit margins increase the risk of financial distress
and limit your ability to reinvest in your business.




Red Flag #5: Sudden Changes
in Subcontractor Relationships

Unreliable Subcontractors

1 Sudden changes in subcontractor relationships could
signal financial instability, impacting your project
timelines and budget.

Potential Delays

p If subcontractors are experiencing financial difficulties, it
could lead to delays and project disruptions.

Risk Assessment

3 Thoroughly vet subcontractors, ensure they have a solid

financial track record, and maintain open communication.



Conclusion: Key Takeaways and Next Steps

1 Financial Awareness
2 Proactive Steps
3 Financial Stability

By staying vigilant and proactive, contractors can navigate potential financial risks, safeqguard their businesses, and achieve
long-term success.



Let's Talk About Your Business

Ready to take control of your financial future? Our experienced team at

TMD Accounting is here to help.

*_ Phone: 1-856-228-2205
© Hours: Monday-Friday, 9am-5pm EST

Contact us today for a free initial consultation and discover how we can
help protect and grow your contracting business.




