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: ELbrand fcoogers-.. (.IZ 2 12 74 

Mr. -Mp Tfler 
Mr. Doixg Lister 
Inten aooal Finnce Corporaton 
1818,H Street NW 
Waqigtor.DC 20433 
USA. 

10 December 1992 

Dear Sh-, 

Re: gkoda.PizeA Tools Divisio. - Fmiancia. Systems 

For clazdy the report isstrctured as follows 

Pahagraphs 

: :.:a) 

b) 

c). 

d) 

Ters .of'Referezc 

Phase 2: Financial Systems and Controls 

Docmeatadon 

Conclusions 

1-3 

4-26 

27-28 

29-30 
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TERNS OFREFERENCE
 

I 	 we repotfi connection with Plase 11 of fte ag.cement, dated 19 November1991, betwee Skoda pize Coopers & .Lybrand und Intenation l Finance
Corpbat*ii (IFC). LC are paries to the contrac-t in their capacity as executingae.nt for the Agaency for Inter,onal Developm-eat (AID) which has provided.ga= for certaL professional services to be rendered by Coopers & Lybrarri 

2 	 Phare. ] of the agreement relates to the following three tasks: 

a) 	 Sage 1-

The dsign. of an 
 akcTrni-g system in line with international
accomr'ng standards wiaichn will allow periodic finandal statireents and 
management reports for the Group and tooIs division. 

b) 	 Stage 2:
 
In. consultado. 
 with 9kod!a P1z,. assist in the "nsta,'aon, of fais
accoutitng and reportig system. in the Tools Division. 

c) 	 Stage I 
As f nds pen;,and as zareed with LFC in consultatioa t.oda
Plzei. the system wil be modified andinstalled in at least 'four other 
divisions. 

rylod.cations to the Scope of Work 

.3 	 The scope of work set out in the aforementioned contract has been modifedfollowing discussions between Mr. M~ke Tl.er of LiC and Mr. 5. Hunter of Coopers& Lybrand in ily 1992_ It was ared due to the -ighlevel of st.op rt quired by
the Tools Division in Stage 2 of the project, thhaz: ay additional nplemen.taonwould 	be carred out solely by .kcda Plzeli utisng the detailed prccedural
d6cuniataton produce d in Stage 2. 

XCI-90NC
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S.If PHASE 2: FMiNNCLL SYSTEMS AND CONTIROLS 

.4 W ehave' designed, installed and documented revised fnancialsystems and...

contr6is iAthe Tools Division of koda Pized Conce;rm The ytems are in line with

Czecboslovak accountvrg regulations and, w,.tH mihor mcdifcaidon, are cap..ble of

meeting rivi ed stmdards bemng introduced in I lanuary 1993. The manarement

reporting procedures inzodnced reflect best iMernadonai accounLnM a'and
 
Pien o the Tools Division to hx.cton as an indepeadent operation irchin -oda 
PIZ.Concem 

5 The documented procedtre manuals relating tf.the System and Accounting
fuctions have been designed around th' use of the MfAX 6hancial software that was

selected by Skoda PIzeA prior to the start of the project. Thus these documents will

form the basis of f8iute hmplerentations within the Concern where this software is 
installed. 

6 For clarty this section has been divided as folows: 

*a) Manageraent and Organisation Suruccure; 

*b) Financial Coatrols and Capabilities; 

c) -System Impementation. 

fanagemmt and Organlsatio- Sructure 

7 The management and organisationalstructure oftbetodalz Concenwas
histozically ce-ua lsed with all the key financial, sales and purchang fumcdons
qperadqg. at the H:adm=artezs leveL The inirial work with Tools Division focused on
identingthe personnet reqdred to set up these relevant fanctions. Weagreed wt.

Tools i"visions mnagemen, the basic level of staff requIred in the key 
 inanidal

fmctons. The stucture ffmaly agreed (see diagram One) repreien th- most

efecdve one that coulld be designed around a limited slned sta. base. 

J.mfLgmlXC
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" It fs inortant to realise at this St-age that Tools Division prior to the projectcarried out no customer £n oicb2 supplier pay=ent or cash flow m=.gemeataperatlns. In.addidon, inter-concern t-ansac~ons where teated very differently to
Sparty supp.Uer ustomers t-a. sacdoi. Thus the skl:s required wriia*the Tools .

D~iison some cases did not even e-st withn T-e Concer-, 

9 At this stage in the process we carred out basic co,- =-a,,-io,.ia theform of the understnanding Western accoun (gpdnidples. This cove'ed the typical
finan I managoep: fnformniaon generated on monrhly basisa for effectve­
operatons management. We also addressed the issue of oroduct costInag ouliningdifere. and simpler techniques that could be adopted by'the Divisio We do not
ieHCvC that this are' has as yec been f=1 y rev!ewed'by the Tools Division. 

10 The overall a of the 6-nance organ-sation smacture was to create adepartment that focused on. the information needs of the operational, sales and

purchasing funcions. In parcularly, the structure high.'1ts The split be'weea
ffnancial and wanagement accounting fa 
 ons. We have proided Tools Divisionwith detailed job descripons for lndviduals and havw dearly idead ed within, the.procedures spedcfc responsfilities for individuals wihi the org.anisatoL 

'Iancaa Contro.s and Capabilities 

321 The MAX M-IUFinacaln ymcopnSists Off an inregated Set Of Puchase, Salesand Genera ledgers and Cash Book The fnancial Vstem rinteazes with themanufctming system.w'ach rovides aeies forinvoice egst-adon, purchase andsales order processing, invoicing, fiventory-control, and product cosdng. The Ger.eral
Ledger' syster", incorporates a report writer which we have..used to generate
•nana'genent reportt. 

12 The sy-stem incorporates financial coat'ols to ensure, that: 

all general ledger entries are validated to ensure that 

the are posted to a valid accounting code;they are posted as partof a doubl ent,; 
they are posted as part of a balancing jou-na 

;CLSOS.C 

http:a,,-io,.ia
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month end process_ g is validated to e= e that all transactions for. 
the month that have been eatered into the system have been posted to 
the ledgers; 

al invoic:s are entered into an invoice re.ster;, 

the puzcr-se ledger incorporates contols to ensure tha± only valid 
invoices are passed for payment; 

the reports produced by the system include: 

- moa!iy trial balance; 
Profit and Loss Reort 

- Balance Shee% 
- cost cente statement comparbig budgets aganlst actual 5gures 

for both the =ota and c.ulafive year-to-da te; 
- cos, ctnre transactoa reort detailing the traznsacns posted 

durin e month to e-ch cost-cenmtre; 
- interface reports show'ing the movements posted from the 

mafaI.tr'g system; 
- aged debtors list from the Sales Ledger; 
- cedtors lt, 

invoices due for Dayment Ust 

a 6ash flow forecasdrg system has been developed on a PC based 
spreadshee; 

.accessto the system Ls rze-stcted to different classesio f.et..whic are 
iden-iEed by user M. The access for each class of users is'resticted 

* according -o Lteir needs by passvords. 

13 The yste~m has been set up on the assumption that,tlhe T vjls Dtvisign is a sell 
*accountig eni*t!. However, procedures have been incorporated to take into account 
the Wander of data .between the cema_'l- accounting deparent and the Tools 
Dbiion"In principal the system is capable of supporting the accounting in other 
dtvfsfoas of kdda, and of other enterprises. However each division or enterprise will 
have specific nee&s which should be addressed L-the imnlemnentation. I.mparticlar, 
these neeils will relate to managerment irf minrrtn And rannrtin'_ 

3a~os6'.. 
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SYstem Impl6eiraio~n 

14 Our aDproach to the detailed des~gz- and implementadon of the Fiandal
'Systems focused aroud the ,ffectbei use of ICL MNLAX software which Sk6da Plzed" 
had already. purchased. I 'fools Divisioa they had already suarted the

*im'plementation of the ma-nufactring and stock control modules, thns it was ,ital that 
the f.anciaI solution was _fly integrated. However, we must point out that by
completion ofthe f nanciaI system saveral modules of manufacturing system were sdll 

-not implemented. This forced the dvelopment of maaual syste.-s to ensure key
•.. 'fandCal .d-I reqUiremens were MeL 

15 We applied Coopers &Lybrand Sunft-D "hodoloa (See Diagan o
* as.the framework to analyse desigo anditmplemeet th finandaT systems and contros.
W.6.TebIeOne'shows the o'veralT project plan revised n Apri 1992. We have bripir"
 

outlined below the key ac-iviaes car_'*,d out in,each stage. 

P-.) Styem Reouiements -Analysis 

b). Ddli-m7 Specfications 

" Te hdncal Procedures 

d) User Procedures development 

e) Acceptance and lhtegradon Tesdng 

"f) Coversion. 

g) TJs~r Trib,' 

16 The ICL VLAX ffnandal software wtich was installed is divided'into the 
following modules: 

G oneralledger
 
Sales ledger
 
Purchase ledger
 
Fixed Acsets 
Bank System 
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17 As. the hardware and software had already been inst:-alle,the Prodact
evauadowcand Product acquisition stages fn the Summit - D meio'dolog were not 
required.. 

System Requirements Analysis 

18 This stage analysed and documented the business reqairermqnts to be 
supported by the system. nidalLy no attempt was made to disting between 
manual and auttomated requirements or how this mnth be achieve&I 

19 Thfs stage idenffied the impact of aternati4 solutions to meat iccountig
requirements or organisatdonal limitations. in pirdcular it was crucial to iddress the 
elisting co-trol bank system Yriui. the -Concern which operated a*s ngie bankc 
accoun.L Following disLssions with Concem - sub-acco.ts were set up for all the 
Divislon allowfng conol on a Divisiona-l basis of income and expendnxe. 

Deli'ery.Speidicafon 

20 This stage produced a detailed specification of the system focusg on. what 
the financial system is to achieve. 

.£e1rcalProcedures
 

21 Thi !den~ffed how the proposed. sys-em would be .built ia terms of 
m di-cation. required to the ICL MAX Software. During the process we identfed 
a number of sot.wa-re faults, and required software modi6cations carried out in order 
to achieve the specification requirements. 

'ser Procedures Development 

22 The purpose .of this stage was to provide the users with documented 
procedures to enable them to use the technical system accuratey and t6 xp1olt Its 
"acilities to achieve commercial benefts. It was cr'tical during this phase to malntain 
close communir.iac~- with key users lavolvee- A summay of the documentation £s 

Jas956.rc 

http:Jas956.rc
http:sub-acco.ts
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given later in this' report 

Acceptance .Testing 

23. We veified that the system performed to specifcado,, ensuring an business
 
finctions could operate. Ve examined starc-i and shut down procedurs, interfaces
 
between modules, back.up and recovery prpc.!ducres, and security.
 

Converson 

24 	 This basicaly comprised of.. 

a) pl=nng and controUffinethe conversion of data required for the new 

system; 

.b) finsalig new automated and manual procedures; 

c) 	 to hand over the system to the usex mangement. 

Usr Trafifngr 

25 	 We camried out training on three levels during the .plemehtrion:. 

z.) 	 Concept education; this was a mixture of group presentatons and one 
tc one training oudlining the basic structure and outputs bf the new 
system. 

b)Syste'm TrainIng: we worked with.a number of key staff throughout the 
process. 

c) 	 Procedural Trainii; we carried out a detailed iraining for 811 ktff 
covering the accountancy changes and system opera#n. 

26 We found the iljaL of the translated versin of the MAX software to be
 
ieso ly gdod.
 

ICLWO6.C 

A' 
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27 All the detailed User manuais have been produced in Czech ard we haveontined below the contents. In add~on, we.have supplied an Inherm Report wlch covers a number of ortouts from. the System Speclfcation. stage, and.a. -Western
accounting presentae-on usd to explain basic concepts to middie-marag ment early
in the process. 

28 The contents of the manuals are as follows: 

System Manual 

i) Man.facr:ung and Accounti' nttrfaces 
f) Purchasing and Accounting Iterfaces 
i) Sales and Accounting Interfaces 

iv) Accounting 

b) User Manual 

) General Ledger
 
i) P rcase Ledger

iE) Ba ck Module
 
fv) Tax M£oduIe 

c)... Accouatig Mannl 

i) .Intoducdon
 
4) Iden# ing Bill of Account Stuctre..
 
ii) Accounting Documentation
 
iv) Accounting Documentation Flax
 
v) SiVare Control
 
vi) Accountdng Ledgers
 
vi) Inter company Regulations
 
Eix) Period and Accounts
 
1x) Key legal regulations
 
x) Recommended Lit e
 

Appendices 

o ,5&6.c 
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IV CONCLUSIONS 

29 The project was completed within the timescales of the. revised plan (April
1992). Hwever, a n,maber of issues combinud to create sioicant problems for the 

*mplementatiom t.-- These were: the ±hove to an Integrated mnf igand 
.
fnandql software package; the chng' inthe structure of the b~usmiess, the limited 
skills of the mEddle management and cTeH l a..stzf,and In pa.tcularthe cudlnrun 
differeuces of wori-zig t&tght dea.mes and ensuing individuals iook on. kej
resnons'bflities. All these issu!s, forced the team to ieanlyncrease its resources to 
ensnre success. 

30 The succe-,Id outcome from'the work has Drovided a sound basisforapplying 

,new .firanudaisystems to many businesses within the SFR. The Skoda Pze. business 
struct=e is tpical of ma "local mantfactuzing industies, thus the prdciples of the 
strqzc ure and the practical soludons implemented can be applied elsewhere. 

Conidentiality 

31 • Under the terms ofthe aforementioned con-tact, this repoit and miann shall, 
not b. made avalable to any other party in.whole or part withouat prior written 
consent No persons other than those to whom this report is addressed oz to whom

*it has been released with our consent ±aay rely upon it for.any purpose whatsoever. 

32 Ifyou have any questions please do not hesitate to contact efther Tohn Hunter
o/rJohn. Ctromxack in our Pra-pe ofc', 

YOps sincerely 

•hi Ru.- • 

31 :i 


