
How To Build Internal Controls and Clean 
Your Books Before Raising Your Next Round

THE ESSENTIAL STARTUP CHECKLIST
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Startups are known for a lot of things. But most are not 

known for keeping proper accounts, good internal controls, 

or having a firm grip on their spend control. Those who have 

succeeded have managed by luck and design to do it right. 

There are many cautionary tales of startups with great 

promise that have blown their prospects because they had 

lost control over burn rates.

Overspending or lack of control over spending is a common 

stumbling block for startups. In fact, according to CB 

Insights, running out of cash is the second most common 

reason behind startup failures, after the lack of product-

market fit.[1]

This should be obvious enough, but apparently isn’t. This 

is why lack of spend control and inability to reign in 

burn rates appear again and again in failed startup post-

mortems.

Some time back, Marc Andreessen of Andreessen Horowitz, 

the Silicon Valley venture capital firm, felt compelled to 

explain the case for spend control at length in a series of 

Tweets. Here’s the DealBook summary listing out all the 

tweets. They sure are illuminating.

The lesson to startups is, get your house in order in terms 

of accounting and financial management. This is especially 

important before you go in for your next round of financing.

There are two areas you need to pay attention to: 

maintaining proper financial records and implementing 

internal controls.
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MAINTAIN ACCURATE ACCOUNTS

But proper accounts are not just for investors eyes only. Well-kept accounts give startup 

entrepreneurs (and that is you) valuable insight into how your company is doing on 

financial and operational fronts. They help identify spending patterns, allowing you better 

control over you spend rates. Digging into details will show you what exactly you need to 

tackle to reign in spending.

Having a good financial reporting system will help save considerable time and money 

when you need to prepare external financial statements. You’ll have the information you 

need to put in place accounting policies and processes that enable better control over 

your business. This will serve you well when you must undergo financial due diligence by 

potential investors and for exit purposes.

“The importance of maintaining accurate accounts should never be 
underestimated,” says KPMG in their Startup Success Guide. “Current and 

accurate financial information is critical for tax purposes, raising capital from 
outside investors, and updating investors about your company’s progress.”
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KEEP THINGS STAGE-APPROPRIATE

   1. Are you keeping things stage-appropriate?
At the beginning this means keeping things simple. The system should 
be good enough for you to manage your metrics and to benchmark with 
similar firms of similar size.

   2. Are you upgrading your accounting system as your company 
grows?

There will come a time when you need to upgrade your accounting 
systems to suit your growth and momentum.

AREAS THAT NEED YOUR ATTENTION

These are the essential areas that will provide you the correct insights:

   3. Ordering process: Is there a clear ordering process with clear 
approval levels and authorities as to who can order what, and to what 
value? This is necessary to ensure smooth running of your startup 
business and keep costs under control.  

   4. Requiring a serial sequence number for all Purchase Orders is a 
good way to keep track of all expenses and avoid unpleasant surprises 
later.

This checklist shows you how to go about it.
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   5. Maintain a Purchase Order Master File if multiple people are 
authorized to place orders. Insist everyone sends a copy of orders to 
this file. Only orders in this file will be paid for when invoices come 
in. This way, at any point in time, you know all orders and payables to 
suppliers.

   6. Can all orders be traced to supplier invoices that come in?

   7. Goods/Services Received. Is there a record of what goods or 
services are received in respect of the orders placed? Use Goods/
Services Received Notes to ensure this part of the process works well.

   8. Do you verify what the company actually receive by way of 
goods or services, with proper signatures to ensure receipt? Raise your 
Goods/Services Received Note at this point and sign off.

   9. Are your Goods/Services Received Notes traceable to the 
invoices 
sent by the suppliers? 

   10. Payment of invoices. Do you require proper approvals for each 
payment?

   11. Do you require inspection of properly signed off Goods/Services 
Received Notes before payments are approved?

   12. Do you require that each invoice that comes is also matched to 
a properly signed off purchase order before payments are authorized?

   13. Payments for invoices and bills. Ensure that all payments are 
authorized.

   14. If there are multiple modes of payment—by cards, online, cash, 
cheques etc.—make sure all are compiled into one list every week. If 
only a few payments go through each month, you can do this fortnightly 
or monthly. As the number of transactions increase, do it every day or 
every week to keep track of your finances.

   15. Do you have a Petty Cash Float for small payments? It makes 
sense to have petty cash float or card for small items so that you don’t 
need to go through a huge process to order donuts or pizza or stapler 
pins for the office.



6 | Essential Startup Checklist

GET A HANDLE ON YOUR BURN RATE

   16. Monitor different categories of expenses?
Make sure to set up your systems to record and monitor the categories of expenses as 
you’d need to prepare formal accounting documents.
These may include:
            · Manufacturing, if relevant, broken into material, labor and overheads
            · Sales and distribution expenses
            · Payroll
            · Administration and office expenses
            · Communication and infrastructure maintenance
            · Equity
            · And whatever else that is relevant for your business and industry.
If you do it this way, your life will be so much easier when you must prepare
accounts for due diligence or financial auditing.

MAKE SURE YOU UNDERSTAND REVENUE RECOGNITION

   17. Have you figured out clearly what your current and potential revenue streams are 
and how you can recognize these various revenues in your accounts?

   18. Have you clearly defined the basis for revenue recognition for each distinct type 
of revenue in your business?

COMPLETENESS AND ACCURACY

Completeness and accuracy are the keys to a well-maintained accounting system. It is the 

means to ensure all your business transactions are accounted for. 

   19. Have you put in place a system of accounting that ensures all your business 
transactions including revenue, expenses and equity injections and expenses are 
accounted for?

Spend control is a 
critical factor for any 
startup. Measuring 
spending, knowing 
where your money goes, 
and at what rate is a 
matter of survival for 
startups.
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PAY ATTENTION TO LIQUIDITY

   20. Have a formal system that shows you how liquid your business 
is? You need one

   21. How often do you do cash forecasting? This means looking 
at cash on hand and what inflows and outflows you expect. Cash 
forecasting helps you keep your burn rate under control.
Whether you need to do it daily, weekly, fortnightly or monthly depends 
on your business and your burn rate.

UNDERSTAND AND BE MINDFUL OF TAX 
OBLIGATIONS

   22. Does your record keeping enable you fulfil your tax compliance 
needs?

   23. Verify to ensure that all taxes applicable to you—including 
income taxes, sales taxes, VAT and payroll taxes are calculated properly 
and are paid on time to avoid penalties

Great ideas give you reason to exist. 
But liquidity is the currency of 

survival for a startup. This is where 
regular cash forecasting helps.
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SOUNDS COMPLICATED ALREADY? 

   24. Perhaps it is time for you to recruit a CFO or VP of Finance. 
Have you considered this?
Remember, this is not an area in which you can afford to scrimp. A 
seasoned CFO who has worked to help startups grow is a priceless 
asset for any startup CEO. Not only does one help you get your financial 
affairs in order; he or she also adds weight and credibility to your 
leadership team.

TROUBLESHOOTING YOUR BUSINESS MODEL

   25. Are you taking measures to troubleshoot and improve your 
business model on a regular basis?

   26.  What measures are you taking?

Troubleshooting the business model and fine tuning it is also a critical 
part of the financial management in a startup business. Every company, 
however good, needs to keep on fine tuning and making their business 
model relevant to current business needs.

Without proper reliable records, you are flying in the dark. Unless you 
know where you stand in terms of projected revenues, timelines for 
the same, cost patterns and profitability, you cannot create a solid, 
sustainable business model that investors can buy into.

Not having these figures ready can impede your next financing round and 
undermine your credibility.

WHY INTERNAL CONTROLS MATTER

Putting systems and procedures in place is one thing. Ensuring they work 

as they should is another. That is the role of internal controls.

Internal controls are a system of checks and balances meant to provide 

reasonable assurance that accounting records in your startup business 

are free from material error or fraud.

   27. Have you put in place a proper system of internal controls in 

your business?
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WHEN INTERNAL CONTROL SYSTEMS ARE IN 
PLACE THEY:

 • Help make the best of your resources and time. They identify 
errors, allowing your small businesses save time by ensuring the 
process is performed correctly the first time, and every time.

• Protect your company’s assets through highlighting and deterring 
potential fraudulent activity. (Helps prevent fraud.)

• A basic rule of thumb is to require two people to approve orders 
and payments; and to check any orders against approved authority 
levels or a budget.

• Protects your reputation - personal and brand/business

• Paves way to profits - because doing right the first time enhances 
efficiency, productivity and quality. Re-dos and corrections are 
costly in dollars and time.

   28. Do you have controls to ensure that each order or expense and 
payment is checked and approved by two people?

   29. Can any single person—including you or your CFO—blow the 
budget and order or pay for high cost items or drive your burn rate out 
of control on their own? There should be internal controls to stop this 
from happening.

   30. Does someone check the Purchase Orders against authority 
levels and Good/Services Received Notes before payments are made?

   31. Are there procedures and limitations in place to prevent anyone 
spending large amounts without approval?

Usually checks require two signatures for this reason. You need similar 
controls and limitations to all other methods of payment, such as credit, 

debit and expense cards and credit purchases.
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ACCOUNTING POLICIES

   32. Does your company have a clear set of accounting policies?
Writing up a few basic accounting policies will help you clarify matters 
such as the bases of revenue recognition and levels of authority for 
orders and payments. They provide a framework for setting your 
internal control procedures.

LOOKING FORWARD TO THE NEXT FINANCING 
ROUND

When you have implemented a good system of internal controls, put in 

place accounting policies and an appropriately reasonable system for 

accounting in your business, you have the assurance that your records 

tell you exactly where you stand.

Controlling spending will be much easier. Talking to potential investors 

and answering their questions would be easier too, because you are 

confident about your company’s situation.   

When investors seek to do due diligence, your credibility will grow 

because you have already achieved a level of maturity many startups 

competing for the same money are yet to reach. You have built a 

key pillar for a sustainable business; a sound financial reporting and 

accounting system.

It is all a win-win really.



Procurify is a spend management system that helps fast growing 
organizations around the world get the most out of their spend.

[1] CBInsights.com. The Top 20 Reasons Startups Fail. February 2018. https://app.cbinsights.com/research/startup-failure-reasons-top/

LEARN MORE

Learn how you can gain better spend visibility 
to control your burn rate and manage, report 
and track purchases with ease with Procurify.


