
By Dan Slate
You wouldn’t 

make a beer without 
following a recipe, 
would you? Your 
accounting system 

is like a recipe for running the 
financial operations of your 
business. Designed properly, 
it should provide you with key 
performance indicators (KPIs) 
that will give you the information 
you need to ensure you are 
profitable.

The very first step in 
designing your accounting 
system should be to determine 
what information is most 
important for you to know. 
There is an old adage that says 
“You can manage what you can 
measure.” A few KPIs of most 
importance to breweries are:
 Cash Flow/Balances
 Working Capital
 Sales by Division: Wholesale, 

Distribution, Bar, Restaurant, 
Food, and Beer

 Cost of Goods Sold/
Percentages by Division

 Labor Costs/Percentages by 
Division

 Direct Costs/Percentages by 
Division
Of next importance is to make 

sure you design your system to 
provide proper internal controls 
(ICs). There is just no sense to 
making money and then letting 
it go ‘out the door’ from a lack 
of adequate controls. The job is 
not done when the beer leaves 

the building; it’s done when the 
dollars are actually making their 
way to the owners/investors! We 
will speak more on the topic of 
internal controls in future articles 
from our forensic accounting 
expert, Kit Powell. 

Next on the docket is to make 
sure your accounting system is 
providing you the information 
external users need, such as the:
 Internal Revenue Service
 State Sales/Payroll Taxing 

Authorities
 Beer Taxing Agencies
 Bankers or Investors

And last, but not least, is to 
keep in mind that your system 
must be designed to gather 
all necessary information 
as efficiently, as possible. 
Just as you work every day 
to drive efficiencies into your 
manufacturing process, your 
accounting system must be 
challenged to do the same.  

 Need help developing your 
accounting system? Contact 
the Brewers Professional 
Alliance at 855.616.BREW.

Accounting Systems: A Recipe for Success

Tracking key performance indicators is important for ensuring you are staying on a 
path towards profitability and success.

Upcoming Editions: 
 Accounting Software 
 Point-of-Sales Systems 
 Enterprise Resource 
Planning Software to 
Better Manage Your 
Operations

If you don’t know about the tip credit 
you could be missing out! 

You Could Be 
Paying Too Much 

Social Security Tax

By Scott Hunt
The ability to rely 

on customer tips is 
an integral part of 
compensation in the 
restaurant industry, 

but it also creates several 
challenges. Unfortunately, unless 
you have a rather in-depth 
understanding of tip income and 
reporting, you may be subjecting 
yourself to potential liabilities 
and/or missing out on large tax 
credits.  

The IRS requires “large” food 
or beverage establishments 
to annually file Form 8027, 
Employer’s Annual Information 
Return of Tip Income and 
Allocated Tips. The definition 
of a large food or beverage 
establishment is a business that 
serves food or beverages to be 
consumed on premise, where 
tipping is customary and has 
more than 10 full-time equivalent 
employees. Because it is 
estimated that only around  25% 
of the businesses fitting  
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Manage Your Brewery’s Trade Secrets
Or You Could Lose The Information That Makes Your Brew Unique

By Jeff Jacobson
Trade secrets 

are valuable assets 
that may be owned. 
Breweries may 
create many types 

of trade secrets throughout 
their life cycle, including 
recipes and unique brewing 
processes. What may constitute 
a trade secret extends beyond 
what may be patentable, and 
includes anything that is used 
in a business and that gives 
the business an opportunity 
to obtain an advantage over 
competitors who do not know 
it or use it. If the owner of a 
trade secret attempts to keep 
confidential, valuable and 
secret business information, 
the owner will have legal 
rights against others who use 
improper methods to obtain 
that information.  

Once you have identified 
your company’s trade secrets, 
the following steps will help you 
manage them:
 Non-Disclosure and 

Assignments: Use non-
disclosure and assignment 
agreements when help is sought 
for major processes in the 
brewery, such as development 
of new brewing technologies, 
implementing software for the 
brewery, recipe formulation, 
marketing plans, or financial 

analysis. The proper use of 
non-disclosure agreements 
requires the person or company 
to hold all of your information 
in confidence. In addition, any 
rights to any work or product 
that is created by an outside 
company or an employee, 
should be assigned to the 
brewery so that all such rights 
to information and creative 
endeavors are owned by the 
company. 
 Manage Employee Access: 

A brewery may have many 
people doing very specific 
tasks in the operation of the 
company, but not everyone 
needs to have access or should 
have access to trade secrets.  It 
is much easier to manage and 
control your trade secrets if 
there are a limited number of 

people who have access to such 
information.  Use passwords on 
computers 
and other 
procedures 
to limit 
access. 
General 
knowledge 
of such 
things is 
ok, but 
the details 
should be 
limited to those who really need 
to know them.  
 Policies and Procedures:  

Having written policies and 
procedures for handling your 
trade secrets (and following 
those policies and procedures) 
will help you enforce your rights 
if you have to go to court to 

protect them.  Your company 
should include such policies and 
procedures in your employee 
handbook and talk about how 
to handle sensitive information. 
Assign one individual to be in 
charge of enforcing policies 
regarding trade secrets. If 
responsibilities are divided, 
it may become no one’s 
responsibility. 

Trade secrets can last forever 
if you manage them correctly, 
however, they are vulnerable 
to a misstep in management, 
which could result in a loss. 
Any public disclosure that is 
not limited, effectively releases 
your trade secret to the world 

and you lose 
all rights to 
protect such 
information.  
Following a 
solid system 
for protecting 
your 
information 
will help 
protect your 
rights and 

simplify management of your 
trade secrets. 

 Protect your trade 
secrets. Contact the Brewers 
Professional Alliance at 
855.616.BREW.

If you have developed a special process that gives you an edge over your 
competition, make sure you protect it.

By Lynda Nance
As the demand 

for craft brews has 
grown, many new 
microbreweries 
have opened their 

doors with the hopes of 
becoming the next household 
name. The increase in supply 
decreases the likelihood of 

success. Adding to that 
the large investment 
required to open a 
microbrewery, those 
who have not planned 
sufficiently will surely 
fail.

The perfect 
starting point 

for a plan is the 
SWOT analysis. 
Whether you 
are considering 
a new business 
venture, are 
in the infancy 
stages, or have 
firmly secured 
your place in 
the market, 
it is critical to 
have a clear 
understanding 
of your 
Strengths, 
Weaknesses, 
Opportunities, 

and Threats. In addition 
to understanding these 
components, the process of 
creating the SWOT analysis 
enables the business owner to 
gain a competitive advantage 
over others as they gain more 
knowledge about the internal 
and external environments 
impacting their business.

Strengths and weaknesses 
are internal to the organization 
(like human resources or 
accounting), while opportunities 
and threats are external (like 
market potential or customers). 
Once identified, the goal of 
the process is to leverage your 
strengths, eliminate (or reduce) 
your weaknesses, optimize your 
opportunities, and minimize 
your threats. The process of 
identifying these items includes 
brainstorming sessions and/or 
individual interviews.

When conducting SWOT 
analysis data collection, it is 

important to be aware of some 
of the pitfalls so they can be 
avoided. The most important is 
trust. This is crucial during the 
phase of discussing weaknesses 
and threats. Remember, 
the goal is to eliminate your 
weaknesses and minimize your 
threats, so discussion must be 
proactive. Other pitfalls to be 
aware of include not allowing 
yourself enough time for the 
entire process, not including the 
appropriate team members, and 
unwillingness to “look outside 
of the box.”

A SWOT analysis is only a 
tool. Used correctly as part of 
a Strategic Plan, a business will 
have a greater likelihood of 
long-term success. 

 Need help developing 
a SWOT analysis? Contact 
the Brewers Professional 
Alliance at 855.616.BREW.

that definition actually do the 
reporting, the IRS will focus 
exams on firms that fail to file 
Form 8027. Simply stated, what 
Form 8027 requires are gross 
receipts, total charged tips, total 
charged receipts showing charged 
tips, total service charges of less 
than 10% paid as wages, tips 
reported by indirectly tipped 
employees, tips reported by 
directly tipped employees, and 
any allocated tips. Methods of 
allocation and other specifics to 
properly filling out this form are 
beyond the scope of this brief, but 
are important to understand if 
your business should be filing.

Though there are special 
requirements imposed on the 
hospitality industry, there is 
also a potentially generous tax 
credit available to operators. In a 
nutshell, the IRS allows a credit on 
social security taxes paid on any 
tips that bring an employee above 
$5.15, the minimum wage as 
frozen by the 2007 Small Business 
Work Opportunity Act. The credit 
is non-refundable, meaning it 
can’t reduce your tax liability 
below zero, and it reduces the 
tax deduction for social security 
and medicare taxes on your tax 
return, so it may be beneficial to 
evaluate.  

 For more information, 
call the Brewers Professional 
Alliance at 855.616.BREW.

Tips, Continued from 1

Identify Your Brewery’s Weaknesses

Performing a SWOT analysis can give you a competitive edge. 

Do You Know Them? Do Your Competitors or Customers?

“It is much easier to 
manage and control 
your trade secrets 

if there are a limited 
number of people who 
have access to such 

information.” 
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