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" IRRMS OF E NCE

1 We r'f:pdrt_in connection with Phase II of the agreement, datad 19 Navember
1991, between Skoda Plzefi, Coopers & ‘Lybrand und Intemztional Finance
Carporation (IFC). IFC are parties o the contract in their capacity a$ executing

agent for the Agency for Internatopal Development (AID) which has provided a. .

grant-for certain professional services to be rendered by Coopers & Lybrand.

2 Phace I of the agresment reletes to the following thrsa tasks:

‘a) tage 1: " p »
The design of an actounting sysiem ‘n line wita inrermational
accovnting standards which will allow periodic financial statéments and
management reports for the Group and tools division.

b) Stage 2: . . '
In consvitation with Skoda Plzefi assist in the installation of tiis
accounting and reparting system in the Tools Division :

€)  Stage3: | :

' As funds permit, and as agreed with IFC in consulration with. Skoda
Plzei the system will be modified and'installed in at least four other
divisions. :

Modifications to the Scope of Work

‘3 The scope of work set out in the aforementioned contract has been madified

following discussions between Mr, Mike Tiller of IFC and Mr, I, Hunter of Cogpers
& Lybrand in July 1992. It wes agreed; due to the high level of suppart required by
the Tools Divisior, in Stage 2 of the project, tha: any additional implementarion
would Be carded out solely by Skcda Plzet utilising the derailed prccedural
documentation produced in Stage 2. '
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"I  PHASE Z FINANCTAL SYSTEMS AND CONTROLS

4 We have designed, installed and documented revised financial systems and.,. .

controls fa the Toals Division of Skoda Plzeii Concern. The systems are in ine with
Czechoslovek accounting regulations and, with minor medification, are capable of
mesting revised sianderds being introduced in 1 Jamary 1993, The management
reporting procedures introduced reflect best international accouniimestenderds and

-will allow the Tools Division to function as an incependent operation wichin Skoda

' Plzgi Concarn.

wr
.

. ‘V .

5 The documented procedure mannals relating tg the System and Accounting
functions have beex designed around the ise of the MAX financial software that was
selected by Skoda Plzeft prior to the stact of the project. Thus these documents will
form the basis of future implementztions within the Concern where this software is
installed. S

6 For clarifty this section has been divided as follows:

. .a) Management and Organisation Stmcture;
.b)  Financial Controls end Capabilities;

¢}  System Implementation.

Management and Orpanisation Structure

7 Themamgement and organisational structuze of the $koda Plzefi Concern was
historically centralised with 2!l the key financial, sales and purchasing functons
operating at the Headquarters level. The inidal work with Tools Division focused on
identifying the personnel required to set up these relevant functions. We agreed with
Tools Divisions managsmers: the basic level of staff required in the key financial
functions. The structire finally agreed (see diagram One) represents the most
effective one that could be designed arourd a limited sidlled staff base.
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* PROPOSED RNANCE DEPARTTMENT ORGANIZATION
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8 °  Itis fmportant to realise at this stage that Tools Division. prior to the project
carried out 1o customer invoicing, supolier payments or cash flow masagement
operations. In addition, inter-concarn transactions where treatad very differently to
57 party supplier éustomers transacdion. Thus the skills required within the Tools. .
Division in some cases did not even exdst within the Concers. .

9 At this stage in the process we carried out basic cooeexs education in the
form of the understanding Western accounting principles. This covered the typical
financial managemer: informaron generated on a monthly basis for effactive
operations management. We also addressed the issue of praduct costing outlining
. different and simpler techaicues that could be adopted by the Division. We do mot
believe that this area has as yat been fully revicwcc{!’rby the Tools Division.

10 The overall aim of the finance orgenisetion structure was 1o create a
department thar focused or the information peeds of the operational, sales and
purchasing functions. In particularly, the strucare highlights the split betwesn
financial and managément accounting fanctions. We have provided Tools Division
with detailed job descriptions for individuals and have clearly identified within the
_procedures specific respoasibilities for individuals within tha organisation.

Finarcial Controls and Capabilities

11 - The MAX Fmancia! system consists of an integrated set of Purchase, Sales

and Genera! Jedgers, and Cash Book, The financial System integrates with the

manufacturing system which provides facilities far invoics registration, purchase and

" sales order processing, invoicing, imventory-contral, and product costing. The Gereral

- Ledger system incorporates 2 report writer which we have used to gemerate
* mamagement réports. '

12 The system incorporates finandial conmols to ensura thar:
= all general ledger entries 2re validated to ensure that
‘they are posted to a valid accounting code;

“they are posted as part of a doubie entry;
they are posted as part of a balancing journal;

-JCL5%561IC
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month erd processing is validzted to ensure that all transactions for,

the moath thar have been exntered into the system have been posted to
the ledgers;

..all ipveicss are entered Into an invoice register;

the pmc_m_.c ledger izcorporates conmols to ensure’that on.v va.lid
. invoices passcd for paymcnr

the raports produced by the sysiem include:

- mosthly trial balancs;

- Profit and Loss Repory;
- Balarce Sheer -
- cost centre Statement comparing budgets against actual ﬁcn.rw
_ for beth the mouth and camulative ycar-to-dat o
- cost centre tramsaction report detailing the tranaa'nons posted
during t=e month 10 ea ach cost centre;
- interface reports showing the movements pos‘ed from the

manufachiring system;
- aged dcbtors list from the Sales Ledger;
- creditors list;
- invoices due for payment list;

a cash flow forecastny system has besn developed on a PC based
spreadsbesy;

.access 10 the system is resiricted to different classes.of usets which are
identified by user ID. The access for each class of users is restricted
. "according 0 their needs by passwords.

13  The system has been setup on the assumption that the Tauls Division is a self

. accounting entity. Flowever, procedures have been incorporated to take into account

" the tranéfer of data betwesn the central accoumting depariment and the Tools

Division, In, principal the system is capable of supporting the accounting in other

divisions of Skoda, a=d of other en wrerprises. However, each division or enterprise will

have specific needs which should be addressed in the implementation. In particular,
these nceds wﬂl relare 10 managercent infarmation and ranorting.

JCLSSSEIC . .
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. System Irplémentation

- 14 Our approach to the detailed design and implementation of the Financial
.. Systems focused around the effective use of ICL MAX software which Skoda Plzeti
.. hed elready purchesed. In Tools Division they had already started the
' “implementation of the manufactiring and stack control modufes, thus it was vital that
. the financial solution was fully integrated However, we must point out, that by
- completion of the financinl system several modules of manufacturing system were sl
: ‘not {mplemented. This forced the developmen: of manual systsms to ensure key .

. financial @itz requiremsnts were met.

15 Wc'applicd Coopers & Ls}bra:;d Summit -D rfféihodology (See Dlaqram Two)
- as the framework to analyse design and implemeut the finandial systems and controls.
- Teble One 'shows the overall project plan revised in April 1992. We have briefly
. outlined below the key acdvides cardad out in each stage.
.8} System Requirements Analysis
© b).  Delivery Speéiﬁcétious
¢) ' Technical Procsdures
d.). User Procedures dcvclopmeﬁt
c) Acceptance and Integration Testing
"5 Ceuversion
g Usér Tréinin jng
1§ * The ICL MAX finendial software which was tustalled is dividedinto the
following modules: ‘ '
' Géneral Iéfiger
Sales ledger
Purchase ledger

Fixed Assets
Bank Syst2m

 ICLS90361C
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17 As the hardware and software had “already bc,c.ﬁ mstﬂl:d,the Product

‘evaluation'and Product acquisition stages fn the Summit ~ D methodolagy were not
required..

System Requirements Analysis

18 This stage analysed end documented the business requirements to be
supporied by the system. Inmidally no attempt was made to distinguish between
manual and automarad requirements or how this might be achieved.

19 This stage ideqtified the impact of altzrnafive solutions to mest accoumting
requirements or-organisational imitations. In particular it was crucial to address the
existing control bank system within the ‘Cozcern which operated a'single bank
account. Following discussions wita Cozncern - sub-accounts were set up for all the
Divisions allowing cortrol on a Divisional basis of income znd expenditure. -

Delivery Specification

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

Lechnical Procedures.

21  This identified bow the proposed system would be .built in terms of
madification required to the ICL MAX Software, During the process we identified
a number of sofiware faults, and required software modifications carried out in order
to achieve the specification requirements. ' T

User Procedures Development

22 Tze purpose of this stage was to provide the users with documeated
proc_edurcs to enzble them tg use the technical system accurately and to éxploit its
facilities t0'achieve commercial benefits. It was critical during this phase to maintain

- close communicaiicn with key users fnvolved. A summary of the documentation is

JeLssssIc - -
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given Tater in t&is repost.
Acceptance Testing

23+ We verified that the systam performed to specification, ensuring a1l business
finctions could operate. We examined starr-1p and shut down procedures, nterfaces
between modules, back 1 up and recovery pracedures, and security.

Couvérsion

.24:  This basically comprised of; -

2)  planning and controlling the conversion of data requirsd for the new
system;

_-b)  installing new automated and manual procadures;

c) to hand over the system to the user management.

User Training

25 We carried out training on three levels during the i:::'.plc_uicﬁtaﬁon:.

2)  Concept education; this was a mixture of group presentatiors and one
tc one training outlining the basic structure and outputs of the new

System.

b) System Traminc,. we worked with 2 mumber of k.y staff throughout the
procvss. :

¢) ' Procedural Training; we camcd out a detailed tra:lm, for all §taff
covering the accountancy changes and system operation.

25 We found the quelity of the translated version of the MAX software to be
r&sonably gond.
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I . DOCUMENTATION

27 AL the detailed User manuals have
outlined below
covers & number of outp
accounting presentation

" in the process,

28 The contents of the manuals are as follows:

b

' ICLSessIC

System Manual

i

1)

d

)  Mannfacturing and Accounting Tnterfaces °
i)  Purchasing and Accounting Interfaces
-Hi)  Sales and Accounting Interfaces
iv) Accounting
User Manual
3 General Ledger
ii)  Purchase Ledger
fii) Bark Module
)  Tax Medule

. Accomnting Mannal

Introduction .
Identifying Bill of Account Structure .

Accounting Documentation.
Accounring Documentation Flax

 Signamre Control

Accounting Ledgers

Inter company Regulations
Period and Accounts

Key legal regulations
Recommended Literature
Appendices

been produced in Czech and we have
the contents. In addition, we have supplied an Interim Report whick
uts from the System Specification: stage, aud a Western
used ta explain basic concepts to middle-management early

@o1d
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IV CONCLUSIONS

.29 The project was completed within the timescales of the revised plan (Apzdl
1992). However, a number of issues combined to create significant problems for the

‘implementatior team. These were: the move to an integrated manufactiring and

~financial software package; the change in'the structure of the business, the limited
skills of the middle management and clerical staff, and in particular ‘the cultiral

- differences of working tu tight deadlines and ezsuting individuals took on, key
responsibilities. ATl these issuss, forced the team to greatly increase its resourcss to
epsare success.

e

30  Thesuccessiul outcome from the work has provided a sound basis for applying
mew financial systems to many businesses within the CSFR. The Skoda Plzefi business
structure is typical of many local manufactueing indusiries, thus the principles of the
strocture and the practicel solutions implemented can be applied elsewhere.

Conﬁdentiality

31 - Under the terms of the aforementioned contract, this report and mannals shall
Dot bs made available to any other party in whole or part without prior written
consent. No persons other than those to whom this report is addressed or to whom
it has been released with our consent wzy rely upor it-for any purpese whatsoevar.

.32 Eygouhave any questions please do not hesitate to contact either John Hunter
- or'John. Cromack in our Pragne office,

Yours sincerely

Jobrt Honter
‘Parther ™
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