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Seminar Agenda 

Agenda and Seminar Objectives J 
Session 1: Introduction to Management Reporting Systems 

Session 2: What is the system and how do you use it? 

Definmg lists and reports. sales, accounts recekable. lmshed pducts 8nventw 
reports 

Session 3: What is the srjtem and how do you use it? 

Raw mtenals Inventory, purchawng f e w  

Session 4: Making the system a reality- Customizing the system 

Session 5: What is the system and how do you use it? - Summaw report. Cash Fkw, barter report 

Session 6: Using the Management Reporting System 

Session 7: Making the system a reality- Implementing the system 

Session 8: Summary and review of assignment 

INSTRUCTOR'S NOTES 

This presentation and discussion is divided into 8 sessions over 2 
days, each providing theoretical input and then using exercises or 
examples to demonstrate the applicability of the theoretical input. 

We will go through sessions 1 to 6 on day 1. At the end of the 
day all participants will be given an assignment to be completed 
at their organizations. Participants will also be given a handout 
describing the basic elements of the reporting system. 

We will return after about a week for day 2 of the seminar 
(sessions 788). where we will talk about implementation and then 
summarize the 2 days and review the assignment. 

Page 1 



Seminar Overview 
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INSTRUCTOR'S NOTES 

The seminar will be structured into 8 main sessions. 
We start with an introduction to Management Reporting (what is 
management reporting, why it is important for every company to 
have a good management reporting system). We'll discuss these 
issues using real life examples. 
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Seminar Overview (continued) 

INSTRUCTOR'S NOTES 

We go on to describe some of the components of a basic 
Management Reporting System: 

Lists (also called books, journals, etc.) where all the 
transactions in this area of company activity are registered 

Reports - summary of activities on the specified dates or 
for the specified periods 

Summary reports - reports which summarize activity in 
several areas of company operations 

The seminar will provide formats and templates, as well as 
discuss issues related to customizing and implementing a basic 
management reporting system. 
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Seminar Format 

The seminar will encourage yDur tuN pariicipation in discuss;on sessions . . . 

. . and will include dass exem'ses and hcmmv& 
assignments lo help you undersfand the mafaria 
oresented oractice usim d and discuss Me results 

INSTRUCTOR'S NOTES 

Extensive use of exercises, examples and cases through the 
course of the seminar, will demonstrate how management reports 
are used and what kind of decisions management can make 
based on information provided by a Management Reporting 
System. 
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! Motivation tor the Seminar 

( Our experience in this field revealed the hellowing 

Information for management decision making is not always available I 
The information that is available is too voluminous I - There may be a management informahon srjlern already installed. but 11 1s 
too cornpllcated and not used effectrvely I 
The time required to get the informalin is too long to use it effecfivehl for 
every day operations or for making projections and forecashng I 

I I Managers m Russia an, constrained by information pmblsms and toned to 
make sub-optimal decis~ons, i.e. I - Unintormed decisions: decisions based on little or no concrete informabon 

Incorrect decisions: decisions based on unreliable information 

nnl-l 

INSTRUCTOR'S NOTES 

Management reporting has been an issue at all the Russian 
organizations that we have worked with -- mainly because 
appropriate reporting is not done and information with which to 
make decisions is not readily available. 

In most cases, information for management control and decision 
making originates from the tax reporting system, which is a legal 
requirement for all companies. The main problem with such 
information is that it is for a very specific purpose and does not 
address the needs of management. 

Most senior executives do receive reports about the operations of 
their department, but this information is usually voluminous e.g. a 
stack of sales contracts rather than a summarized report giving 
the total sales of each product during a period. 

... and the information is not received in time e.g. is received 20 
days after the end of the month, by which time the sales 
department has already shipped goods to one of the customers 
whose last payment is overdue. 

All these factors combined, give today's manager in Russia very 
little concrete basis for operational and tactical decision making. 
In the course of this seminar, we will illustrate how a management 
reporting system will contribute to the decision making process. 
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Objectives of the Seminar 

To W a i n  what a Management Reporting System is 

What is management reporting and why is it useful 

I ' - Defining a bas~c Management Repomng System 

I /To Discuss how to use Management Reporting Systems n 
Using the lists and reports together for decision making and control - Using the reports over time to predict trends 

I /TO Provide guidelines for installation n 
( I . Customizing the system to meet individual requirements I I 
I I Implementing the Management Reporting System 

INSTRUCTOR'S NOTES 

By the end of this seminar, we hope that all participants will have 
gained an understanding of management reporting systems and 
the value a well executed MRS can add to the management 
decision making process. 

Participants will be introduced to a standard reporting system and 
through examples and case studies we will demonstrate how the 
MRS can be used to manage more effectively. 

After the presentation on customizing and implementation and the 
assignment to be completed at the participant's organization, we 
believe each participant will have taken the first few steps towards 
setting up a MRS for their organization. 
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I Seminar Agenda 

Agenda and Seminar Objectives 

I Session 1: Introduction to M a n s w e n t  Reporting Systems 1 
Sess~on 2: What is the system and how do you use it? - Defining llsts and reports. Sates, accounts recewaok, ltntshed products 8nventory 

remrts 

Session 3: What is the system and how do you use it? . Raw matertals invenlw. purchasq r m  

Session 4: Making the system a reality- Customizmng the system 

Session 5: What is the system and how do you use it? 
Summary repo17. Cash Fkw. BaRer repon 

Session 6: Using the Management Reporting System 

Session 7: Making the system a reality- Implementmg the system 

Session 8: Summary and review of assignment 

INSTRUCTOR'S NOTES 
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I Session I: Introduction to Management Reporting Systems 

I - ~ h y  is management reporting important?: Plastic Manufacturing - Defining management reporting 
- Data and information 
- Management information 
- Management reports convert data into information 
- Benefits of a management reporting system 

INSTRUCTOR'S NOTES 

In this session we would like to introduce management reporting. 

We started with why we thought it was useful to have a seminar 
on management reporting, and what we hope to achieve during 
this seminar. 

We will go on to demonstrate, with the help of a case, how 
management reporting can benefit the participants and their 
organizations. 

We will then define some basic concepts related to management 
reporting and MRS. 
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- - - - - - - -- -- - - 

Structure of the Management Reporting Process 

We introduce the basics of management reporting by showing how data 
about the basic activities of a comasnv is transformed into meaninoful . . - 
management information: 

A company conducts its actiities and records all the transactions in hsts 
(journals) of ac t~ t ies  

- At regular intervals (daily, weekly, monthly) activity reports showing 
specific information related to the ac l i t y  are produced horn the lists 

At regular intervals (daily, weekly, monthly) summary reports including 
specific information from activity reports are produced for top 
management 

INSTRUCTOR'S NOTES 
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Let Us Begin With a Look at a Common Situation: Plastic 
Manufacturing is in Serious Trouble 

Problem - Unable to pay employees for the second successive month 

. Employees paid with plastic buckets in previous month 

Bank account frozen 

Problem exists des~&: 
. Increasing production levels over the previous 6 months - Taking a loan 3 months ago 

. Using barter tor purchases of raw materials 

Propowis - Delay purchase of raw materials 

Take additional bank credit - Three-party barter deal to pay employees 

INSTRUCTOR'S NOTES 

We start by looking at a common situation: 

(The presenter should narrate the following case and 
summarize the narration using the main points highlighted on 
the slides) 
The Chief Economist Kislovsky has requested a meeting with the Commercial 
Director Brodsky. Chief Accountant Petrov, Head of Production hranov and 
General Director Sidorov. 
Kislovsky: We can't pay our employees this month. This is the second month in 
a row Why isn't there money ava~lable? We're productng at a higher kvel than 
6 months ago when we had no problems wrth cash My suggesbon ts that we 
postpone purchasing raw matenals unt11 we have enough cash to pay our 
employees A qrouD of employees filled up the lobby of my office wnh Wshc 
buckets which& b i d  them with last month to protest &use they &n't find 
anyone to buy them. We have to find some cash to pay them. 

Ivanov: We have to buy the raw materials to make the order of door panels or 
else W Automobile Factory will stop ordering from us, they are our biggest 
customer you know. Besides. Brodsky's been bartering for the raw materials. 
not spending money, so not purchasing the raw materials won't help us find 
money to pay the workers. We'll just have to get some more credit like we did 
three months ago. 

Brodsky: Over the last year I've been able to reduce the cost of raw materials 
wtth some good barter deals, mostly I did that because of the cost reducbon m 
once I aot bv arvlna readv-to-sell products that didn't qo through the suwlier's 
bank a~cou"t%utkow I have to darter because our o& bankaccount is 
frozen - because we haven't paid taxes for two months. Even il some money 
comes in most of it will be taken by the bank to pay the state budget. We 
need to set up a three way barter deal to have another company pay our 
employees, or else we'll have to take on more credit to pay our employees. 
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What is Even Worse Than the Cash Problem? 

. I ,  

I It comes as a surprise to managemem ! I 

INSTRUCTOR'S NOTES 

Petrov: We can't take on any more credit, we barely have enough 
cash this month to make the interest payments on the credit we 
took three months ago - if we don't make the interest payments 
the bank will seize our factory and we'll all be looking for pay . I 
think we need to find another company to pay our employees 
through a barter deal. (Here Petrov pulls out a listing of all 
companies owing them money, 80 sheets or so and begins to 
offer various company names ...) 

Sidorov: Stop! I've been in this company for 45 years. I built this 
company with my hands, and now I run it with my head. My head 
is saying something is wrong. We've got a high quality product 
that is in demand, and our customers can pay cash - why are we 
in such a predicament? 
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The Director Needs Information to  Help Resolve the Problem 

What issues lie behind the problem? 

i What specific information would be helpful in resoking the crisis? - How much is required to pay salaries? - How much is owed for taxes? - Which customers owe the most money? 

What payments can be delayed? 

What specific items are available in finished goods inventory to sell? 

Is this information available? 

How could this information tm used to help make a decision? Discuss. 

nnl-12 

INSTRUCTOR'S NOTES 

What should the director do? 

What are the ways to solve the problem? 

What information might be helpful to the General Director or the 
other directors to help them solve the problem? 

DISCUSS: 
If we do know how much money we need to pay the employees, 
and how much we need to pay state taxes and how much we 
need to unfreeze the bank account. We also have the listing of 
customers which owe us money, and the listing of creditors. 

What now? Do we need more information? 
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The Director Makes a Decision 

Decision 

Ask largest customer. W ,  for 
add~tlonal wepayment or faster 
payment for thew current order and 
outstand~na accounts receivable. 

Resun 

ZAZ agrees to prepay in order to receive current order 

The ZAZ purchasing manager resolves to use another supplier next time. 
one that doesn't bother ZAZ with its own problems and delivers me parts 
in time. Plastic will discover this only one month later. 

INSTRUCTOR'S NOTES 

One possible decision: 

The directors decide to call up their biggest customer. ZAZ, and 
request some additional down payment or faster payment in order 
to pay the employees. Because ZAZ is so big, this company really 
doesn't care too much about Plastic's problems, but wants the 
present order to be filled, so offers to send enough cash to get 
out of the current problem. 

However, unknown to Plastic, the purchasing manager at ZAZ has 
been getting a lot of offers to make door panels from several 
other plastic manufacturers and decides to try a different 
manufacturer for the next order, a manufacturer that doesn't 
bother him with their problems and just delivers the parts on time. 
Plastic will find out in a month or so when they lose a big order 
from their largest customer. 
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I But What Decision Did the Director Really Make ? 

Plastic resolves the immediate problem, bvt hams its relationship with a 
major customer 

I 9 This could harm the company in the long run 

By wlving the problem externally, there is no guarantee that the problem 
will not recur 

I 9 The director's decision is a short term one - he has no means of 
measuring the long term implications, nor has he been able to think of 
a real solution to the woblem I 

Plastic has still not identified the real cause of the probfem 

+ The real problem is poor control and planning of cash Row, production 
and sales - not no money for salaries. The real problem is likeiy to 

INSTRUCTOR'S NOTES 

DISCUSS: 

What specific information would be helpful that probably isn't 
available? 

A cash flow forecast? 

A summary aging of your customer accounts? (Explain: aging) 

A sales report showing which items are selling the best? 

DISCUSS: 
How do you think the information should be organized to be used 
effectively? 

e.g. - Aging by product, by customer? 

e.g. - Sales broken down by cash and barter, by product into 
cash and barter 
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Additional Information Would have been Helpful 

The Drrector could have made a better dec~sron rf he had more wmplate 
mforrnatron. 

Cash flow statement 

Inventory report for raw materials and finshed goods 

- Accounts rece~vable report 

- Accounts payable report 

- Sales report 

Production report 

. Purchasing report 

How might these reports haw helped the Director make a more informed 
decision? Discuss. 

INSTRUCTOR'S NOTES 

DISCUSS: 
What will each of the above reports tell the director and his team 
about the business, and how can each of them contribute to 
resolving the situation. 
Use the following slides to summarize the discussion 

Page 15 



The Director Could Have Made a Better Decision If He Had More 
Complete Information 

Cash flow statement - Shows the sources and uses of cash mthtn the company's operations It 
~nd~cates whether the buslness IS using more cash than it IS bnngmg in 

Sales repori 

Indicates how each product has been selling. It can also lndlcate the relabve 
importance of each customer 

Production report . Analyses production of each pmduct and Compares it to planned production 

Purchasing report - Summarizes the current status ot purchases and indicates cash w barter 
requirements for purchases 

INSTRUCTOR'S NOTES 

ce the i-that the reports work together to give a more 
complete picture of the situation. Using the same report over time 
also helps in analyzing trends. 
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The Following Reports Would Have Also Assisted the Director to Make a 
More Informed Decision 

Inventory report for raw materials and finished products - Shows the level of stocks of raw materials and fintshed goods, the usat i l i i  of 
the these items, and pre-determined safety levels based on sales and 
production requirements 

Accounts receivable report - Shows the details of what is owed to the company by its customers The 
report can indicate when payment is expected, and if payment is overdue. 
how long it has been outstanding 

Accounts payable report . Shows the details of what the company owes to its suppliers and when 
payments are to be made 

I All these reporis can work together to provide a more complete picture of the 
actual siiuation ! I 

INSTRUCTOR'S NOTES 
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Consider a Second Scenario 

The problem is the same, but the company has recently installed a management 
reporting system which will help to highlight the source of the problem and 
avenues for resolution 

Haw might the Director use the new information available to him to resolve me 
situation? 

INSTRUCTOR'S NOTES 
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INSTRUCTOR'S NOTES 

Looking at the new cash flow statement on his desk, the Director 
can clearly see that there has been a net outflow of cash during 
the past month. 

There has been some relief from barter transactions (which, in 
general, are detrimental to cash flow in a longer term), but the 
true benefit of the barter income is not clear from this report. If 
the barter income had been in cash, the enterprise would be able 
to pay its employees this month. 

Sidorov: How long has this been going on? We've got to turn 
this around. We've got to get our customers to pay cash. We 
may not be able to do it with ZAZ, but we've got to put pressure 
on some of our smaller customers. 
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Inventory Report Shows High Finished Goods Inventory. Primarily 
in Buckets 

Finished Products Inventor), 

INSTRUCTOR'S NOTES 

The Finished Goods inventory report clearly shows an excess in 
5-liter plastic buckets. The Director is immediately curious why 
there are so many buckets. 

Sidorov: Part of the cash problem appears to be a build-up in 
finished goods inventory. The inventory report shows the build up 
is in buckets. Why are we still making buckets? 

Ivanov: I've had enough production capacity to make buckets and 
door panels, and Brodsky kept bartering for the raw materials for 
buckets, so I've kept making them. 

Sidorov: That's no answer. We should be producing to meet our 
customers needs, not to use up materials. If the bucket materials 
can't be used for something we can sell, then let's sell the 
materials. It's no wonder we had to try to pay our employees with 
buckets -- that's where all our MONEY is. 
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Planned Sales tor Buckets Is 'O" As There Are No Orders for Buckets 

I Sales  R e p o r t  (un i ts )  

INSTRUCTOR'S NOTES 

Sidorov: The sales report shows we've not got any orders for 
buckets, and we're three times over our safety stock level. If 
we're not selling any buckets, we'd better stop making them. The 
sales report says we've had a lot of requests for bowls with 
covers, how come we haven't been making these? 

Ivanov: I've wanted to, but we don't have enough cash to buy the 
new pressform and we're already set-up for buckets. 

Sidorov: Brodsky, do you think the bowl demand will continue? 

Brodsky: Yes 

Sidorov: Enough to merit buying a new pressform? 

Brodsky: The indications are there 

Sidorov: Let's find a way to get it then. 

Page 21 



Director Immediately Alters the Production Plan to Reflect Sales 
Information 

I Production Reoort 

INSTRUCTOR'S NOTES 

Sidorov: Let's plan on making 50,000 bowls in May. That will 
agree with our sales report. We can't afford to lose those sales. 
We must stop bucket production IMMEDIATELY. Those things are 
just going into the warehouse. We'll need to find some way to get 
rid of our excess stock. 

Maybe we can use it to barter for materials we really need. 

There are a few other items here that look strange. Ivanov. I want 
you to review this production report, compare it with the sales 
and inventory reports and bring your production figures into line. 
Get back to me this afternoon. Also, get a copy of the latest raw 
materials report, adjust it to meet your new production plans, and 
come back to me with an estimate on how much money we need 
to get the materials we really need. 
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Having Identified the Cause, the Director Seeks to Resolve the Crisis 

Amend productlon report 
- stop bucket production 
- Increase bowl productlon to 50.000 un~ts 

Decide to purchase new pressform for bowls 

- Liquidate excess bucket stock 
- sell at discount to liquidate quickly 
- accept tax penalties if necessary 

Review accounts receivable older than 60 days 
- increase efforts to collect 

Renew accounts receivable less than 60 days 
- offer discount for payment earlier than planned - Decide to meet in 2 days to discuss results + 

I I A management reporting system does not relieve managers of decision 
making responsibility, but helps them make timely and sound decisions 

INSTRUCTOR'S NOTES 

Sidorov: Now let's figure out how to get some cash to pay for the pressform 
and pay our employees. Brodsky, those buckets aren't helptna me by piling UD 
in inventory - find a way to sell them. I think we can accept upto a 50% lo& on 
production cost to move them down to the safety stock level, we'll take the tax 
hit on this and won't make the mistake again. Petrov, look at all of our 
customer accounts which are older than 60 davs (Plastic's normal time to offer 
customers to pay) and find a way to collect, fo i  those accounts less than 60 
davs offer a 2% discount for each week thev Dav sooner lhan olanned. (Point 
oui that ZAZ's order is less than 30 days old. 's0'ZA.Z isn't even called.) &t 
enough cash to untreeze our bank account too. Let's meet back here in 2 
days. 

Director's meeting two days later: 

Sidorov: Petrov, did you find the money we need to pay Me employees and gel 
those pressforms? 

Petrov: Yes, we just got enough to untreeze our bank account and pay Me 
employees. Brodsky bartered some buckets at 20% discount to Me pressform 
supplier to get the pressforms. Then we got three of our customers. whose 
payments were over 60 days old to pay us the penalties, but not yet the 
principal payments, but we'll get the principal in a month or so. Four 
customers. whose accounts were between 30 and 60 days. decided to take 
the discounts and pay sooner. 

Sidorov: Kislovsky, take these reports and make sure we don't get in this 
situation again. From now on I only want to see the summary and cash Row 
reports. I've got to take more time to plan how to get financing to update our 
production line and bring in that big German customer and don't want to be 
bothered with the details 
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Before We Define Management Reporting. We Would Like to 
Distinguish Between Data and Information. 

Details of individual 
transactions 
e.g. List of all sales 
transactions 

Data analysis 
and processing 

D Voluminous -as the 
detail is important 

b Used for control of 
basic, day to day 
transactions I 

Data transformed i n t r  
meaningful and relevant 
form 
e.g. Sales report 
summarized by product 

' Concise - it is the overall 
implications that are 
important 

Used  for planning and 
control of activaies and 
pr- 

INSTRUCTOR'S NOTES 

What is information? Data that has been analyzed and 
processed to serve a specific purpose 

The distinction between data and information is very important - 
and we will be returning to this concept later when we talk of 
reports and associated lists that provide the source data for 
reports. 

The following example can be used to further illustrate this 
distinction: 

The purchasing department produces a list of orders that it has 
outstanding. This data is useful on its own - but what if we want to 
know how much in orders we have outstanding from supplier 'A'. 
We know that supplier A has shut down production and our 
supplies may not get to us. 

It would be useful to have a report that summarizes purchases by 
supplier - if we could tell at a glance that we have ordered 400 
mln Rubles worth of materials from A - that would be useful 
information. 
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Objective of Management Reporting: To Help Management Manage 

Help management Help management 
with planning with control of Help man8qmnenf 

decisions business measura mutts 

am~lable materials Avo~ding waste 01 
Measuring me ehicmcv - Planning whether to materials w labor 
Of pmdunmr.rr*ers 

make or buy 

cmponents tor a budget and ensuring 
of department managen 

plans are Gamed out 

INSTRUCTOR'S NOTES 

Plan. Control 8 Measure performance 

All the responsibilities of any manager can be classified under 
one of these three heads. Management reporting addresses 
each of these issues and therefore effectively helps managers 
manage better. 

Going back to our case for a moment - what did the general 
director have to do? 

Plan : What are we going to produce next month 

Control: the level of inventory, the cash inflows and outflows 

Measure performance: have we solved the problem of paying the 
employees? 

We saw how management reports addressed each of these tasks. 

The instructor may want to conduct an exercise where one of the 
participants is called up and asked to list his main job 
responsibilities - the audience should then be asked to classify 
each activity as either - planning, control or measuring 
performance. This is an effective way of driving the point home ! 

Follow up by asking - which of the reports we came across in the 
case would assist the manager in his work. 
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Management Reports Are Summaries of Operations and Cover Al l  Basic 
Activities 

Simplified flow of a company's activities: 

INSTRUCTOR'S NOTES 

What are the main activities of any manufacturing company3' 

Buying feed materials from suppliers 

Processing those materials and supplies into finished 
goods 

Selling finished goods to the customers with profit 

This classification of activities can be extended to service 
companies as well 

Management reporting covers all these operations - and we will 
see how management reports summarize and report these basic 
activities. 

Underlying structural activities (like finance, accounting, human 
resources, administration) could be mentioned by the presenter. 
We have not listed them, because discussion of management 
information for other activities are beyond the scope of this 
presentation. 
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I Business Operations Require and Produce a Lot of DATA 

INSTRUCTOR'S NOTES 

What does a company need to know to conduct these three basic activities? 
Purchasing: 

-what materials (and in what quantities) do we need to produce our 
products? 
- do we already have those materials? (Material Inventory) 

- i f  not - who can supply materials required?(suppliers) 

- have we already ordered the materials required? 
- how much do we owe our suppliers, and when is it due? 

Production: 
-what are we producing and what facilities do we have to support 
production? 

-what human and material resources do we need to produce the 
quantity (and quality) required? 

Sales: 

- does a market exist for our products? (what is required in terms of 
quality, quantity, technical or other requirements) 

-do we have goods available for sale right now? 
- do we have unfinished (semi-finished) goods that will shortly be 
available for sale? 

- who are our buyers? 

- how much do our buyers already owe us? 

The basic transactions are recorded in 'journals' or "lists'. The concept of 
LISTS is important and forms the basis for the management reporting system 
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I Management Reports Cover All Levels of the Organization 

INSTRUCTOR'S NOTES 

Management reports cover and are used across all levels of the 
organization: 

Starting from operational (day to day activity) 

To tactical (medium-term decisions) 

And up to strategic levels (long-term decisions) 

Management concentrates its attention differently at each level of 
organization activity: 

At the operational level more attention is given to control 
and less to planning 

At the strategic level- vice versa 

With tactical level in between 

Lists and reports are also used differently at different levels (and 
their content changes from daily transaction data to strategic 
information): 

Data lists are used mainly at the operational level to 
record and control daily transactions 

Basic activity reports are compiled from lists and are used 
by middle managers to make daily operational and tactical 
decisions - involving control and measurement of 
performance 

Summary reports can be used by top management for 
decision making and for more broad (strategic) planning 
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Some Characteristics of Useful Management Information 

Conc~se Appropriate 
- Set out clearly, without - Must be suttable lor me 

unnecessav lterns purpose for h l c n  n is - Accurate 
P'DdUORI 

- The user should have Cost effective 
confidence that the mformatm - lnlormabon m l d  cost m 
will not contam enors or more to produce than me 
~ I S S I O N  benehls vnrh resun horn d 

- lntownatm should be lree 
from any rnan~pufat~on Unkased - There should not bp anv a m  m 1 ~ - ~- ~ -~ - -  - 

I 
,.-- ~ . Timely the mformatm due to me .ray 

- Must be produced in tame tw tt has beev presentea or 
m e  actton to be taken on it. p r c d d .  

Consistent - Appropriately directed 
- S h l d  be comparable across - Cmmun~cated to me p e ~ n  

tlme and over departmental r e s m b l e  fw  the acm to be 
buslness units taken, conhdentlalq 

cciwderalwns must be DLw, 
unto aCaXlnt 

INSTRUCTOR'S NOTES 

We have seen briefly what management information can do - can 
any type of management information do this? 

Data that is not accurate can lead to poor decisions being made. 
Accurate data also, if received too late looses its value - the 
management of would not have found themselves in such a 
situation if they had timely reporting in place to warn them of the 
problem in advance ! 

An important consideration while establishing a management 
reporting system is that it be cost effective - i.e. the benefits of 
having the system in terms of improved decision making ability 
should far outweigh the costs of setting up and running the 
reporting system. 

Cost effectiveness will dictate to a large extent the scope of the 
system and the degree of computerization vs manual preparation. 

We will discuss all these considerations again when we come to 
customizing and implementing the MRS. 
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Benefits of Introducing a Management Reporting System 

. Enhanced efficiency 
- efficiencies of time, resources and costs can be realized 

Quality of information 
- better information in a timely manner 

Increased flexibility and responsiveness 
- spec~hc information requirements can be provided 

lncreased access for users 
- managers at a tactical level can make better decisions by informawn 

Sharing 

Sharing common lists 
- tWO departments using the same list will increase effectiveness and 

reduce chances of error 

- Improved user interaction 
- may improve the system by identilying new uses or new infonnai%n 

requirements 

Improved effectiveness of communications 

INSTRUCTOR'S NOTES 

We saw in the opening example how having a management 
reporting system helped address the issues the company was 
facing. 

Enhanced efficiency, increased flexibility and responsiveness : 
management was able to take the decision quickly and 
effectively, without having to go though the process of - what 
information is needed, how do we get it etc. 
lncreased access for users, sharing common lists, improved 
interaction, improved effectiveness of communications : 

e.g. The production manager needs to know what the sales 
department is doing. As we saw at Plastic manufacturing, a lack 
of proper communication resulted in the production, sales and 
purchasing departments having their own agenda for operating! 
A well designed and implemented MRS would help avoid such 
situations 
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Important Considerations to Keep in Mind About the System 

. Does not change your current tax reporting system 

. Able to produce the most important data accurately and on time . Summary reports are no more than one or two pages each - Not t w  complex, yet aMe to capture the majority of transactions 

- Cost effective - Usable by all levels of management 

- Overlaid on existing tax or financial reporting systems 

INSTRUCTOR'S NOTES 

Having talked about what led us to create this seminar, what we 
hope to achieve through it, and how MRS would help 
management do a better job; we would like to point out some of 
the key considerations that influenced the design of this 
management reporting system. 

In order that the MRS can become an integrated organization 
support function, we believe it is important that the MRS not 
change the existing systems, but add on to them. The existing tax 
reporting system is a legal requirement, and therefore cannot be 
modified 

All the above considerations, we believe, will add up to greater 
acceptability of the system within the organlzat~on, which in turn 
implies a more effective system 

EMPHASIZE: 
The system presented here is essentially a manual system - the 
first step. 
It is essential to first get the manual paper flows right and them 
move on to automation. 

Over time organizations should look at computerizing and 
automating the reporting system - but this process needs to be in 
line with the computerization of other areas. 
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A Management Reportmg System IS Needed Because Tax Reportmg 
Does Not Provide the lnformat~on Requ~red for Manager~al D e c ~ s ~ o w  I . 
Making I 
'The Statement of Financial Results-: Does This Rewrt Reallv Tell You What You I 
Want to Know Abut Your Busmess 9 
I . " . "  , I 

Cost of goods and s e ~ c e s  sold 
Operating profit (loss) 
Profits (losses) from other sales 
Other non-operating income and expenses - total 

including those earned from securities 
and participation in joint ventures 

exchange gainsjlosses 
Total profit or loss 

L 
Gross recelpts (Gross revenue) from sales 
Value added tax 
Excise duties 
Export duty 

I Balance proht (loss) 
ONLY FOR REFERENCE 

L I * .  

Amount of Increase (decrease) of 
waqes 8 salary expenses I I 

INSTRUCTOR'S NOTES 

The report shown here is one that all organizations produce, each 
quarter, to report their tax liabilities. All participants should be 
very familiar with this report. 

FXFRCISE 

Give each participant 10 minutes to list: 

*What are the limitation of this report in terms of quality of data. 
timing, and consistency with other reports 

*What this report doesn't tell them about their operations 

Before turning to the next slide discuss what the participants 
came up with during the exercise. 
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Current Reporting Systems Are Meant to Satisfy Tax Reporting 
Requirements 

Existing 'Statement of Financial Resum" - Sales are recorded on a cash baY 
rather than accrual - nol tndmtrve 
01 actual performance - Does not indmte 'cost of 
prod~ct~on': as cosIs may be b a d  

. . . . . . . . . . . . . 
on nwms and many elernens of 
cost are not mclwled - ma can lead 
to poor product and pncmg 
decwcms 

Does not show deme of cost of 
prDdwtion i.e. matenab. energy. 
payroll. !axes - not "setul lor 
control purposes 

LY FOR REFERENCE 'O!mratinp proM' does ml give a 
I 01 (8-2- ~ae"e=selol hue mdlcatlar of actual 

per fmame as a number of costs 
are not tahen mlo account 

Produced quartefty. not freqwnny 
enough to aid control ana aMdeclwon 

mabng ".,,-- 

INSTRUCTOR'S NOTES 

Use this slide to summarize the main points that the participant's 
came up with during the exercise. 

Recent Russian legislation specifies standards for financial 
reporting (as different from tax reporting) Although these 
standards are a step forward. - in that they mandate a separate 
(or semi-separate set of financial reports); we believe that they 
are a long way away from addressing the requirements that the 
MRS we are presenting here does. 

Rather than a fixed format across all - what we emphasize here is 
customizing to meet business requirements. Timeliness, 
consistency, accuracy and regular reporting are important 
management reporting requirements that the new legislation does 
not directly address 
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I Management Reports Provide Help to A l l  Vital Processes of the 
Company. Beyond Tax Reporting ... 

I Prowde a snapshot of operations 
- ~nformat~on on actual performance as opposed to norms 
- e.g Improvement in overall pertormame 

I Identification of existing problems and inefficiencies 
- e.g. high Inventory holding costs due to poor production planning 

I Identification of potential problems in aOvance 
- e.g. upcoming shortfall in cash . Day-to day operational decision making and problem sofvlng 
- e.g. how much metal do we need to buy to W u C e  4000 trucks 

Strategic and long term decision making 
- e.g. determining the capital structure of the company 

Direction for planning and budgeting 
- e.g. which departments drive the production plan and how 

INSTRUCTOR'S NOTES 

DISCUSS 

Ask the participants for other examples of the ways in which 
management reports assist the management process . 

Based on the previous exercise - ask the participants to list out 
the differences between management reporting and financial 
reporting - discuss. 
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Management Reporting Is Based Only on Management Requirements 
and Is Done in Real Time 

Management Reporting: Financial Reporting - is for internal management decision . IS for reporting to extern4 users 
making e.g. tax authorities. shareholders 

Deals with the past, present. and and creditors - Deals with historical data only 

summarizes totals 

IS published (or submmed to tax 
authorities) 

Is subject to local laws and 
Standards 

Has set formak - defined 
externah, 

Is a legal requirement 

- IS often real-time or short term 
elaboration 

-,-,s 

future - Anames data in a rdwanl and 
meanlnaful manner 

Is contidential - Is not subject to legal requirements - Is designed for the needs of the 
business, by the organization 

An organization may choose to have 
a formal management reporting 
system, an informal system usually 
exists in all organizations in different 
forms 

INSTRUCTOR'S NOTES 

Use this slide to summarize the differences between management 
reporting and financial reporting - follow up from the discussion 
on the last exercise. 

The previous exercise should be used to check the participants 
understanding of the difference - have they really understood why 
they need management reporting. 

If the instructor feels that they are not thoroughly convinced of 
the need for management reporting - time should be spent 
explaining each point on this slide further. 
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Session 1 : Introduction to Management Reporting Systems 

Session 2: What is the system m d  how do you uru, it? 

Defining lists and repats. a les .  ascwnb mainbie, finished pmducu 
inwntw reports 

Session 3: What is the system and how do you use it? 

Raw materials inventory, purchasmg recons 

Session 4: Making the system a reality- Customizing the system 

Session 5: What is the system and how do you use it? . Summary report. Cash flow, barter cePort 

Session 6: Using the Management Reporling System 

Session 7: Making the system a reality- Implementing the system 

Session 8: Summary and review of assignment 

- 8  

INSTRUCTOR'S NOTES 

We now get specific about management reporting systems. 
What are the basic components of the system? 

How do they relate to each other to make up the whole system? 

am- 
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I Session 2: What Is the System and How Do You Use It? 

I I &fining lists and reports I 
] . What is a list? what is a report? How do they work together? 

Sales are the most important activity of a company: sales determine how much 
income the company receives 

I The sales report enables management to hack performance of each product 

It is a useful tool to evaluate customers 

Accounts receivable: Most companies in Russia today face problems wiih 
collection 1 

The accounts receivable report is used lo track how much is due from 
customers. and when it is due 

The report can also track customer accounts that are overdue - so that 
management can take prompt action 

Inventory of finished products: How much do we have available for wle 1 
The finished products inventory report helps the sales department plan sales - and the production department plan production I -.i. 

INSTRUCTOR'S NOTES 

In this section we introduce some of the basic lists and reports - 
sales, accounts receivable and inventory of finished products. 

We end the session in a simple exercise which demonstrates how 
the reports can indicate an irregularity in operations. 

EMPHASE 

Although we are discussing each report individually, they are all 
related and form part of a system. 
The receivables report relates essentially to the same 
transactions that are analyzed in the sales report - the receivables 
report analyses them to serve a different purpose. 

The finished products inventory report provides an important 
indicator to the sales report- what is available to be sold. 

DlSCUSS 
Why is the sales report important? 

Why is the accounts rece i~b le  report important? 

Why is the finished products inventory report important? 
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The Management Reporting System That We Present Here 

Has been developed keepmg in mind the requirements of a medium sized 
Russnan enterprise 

- can be applied to a large enterprise. but should be computerized 

Tries to incorporate all the basic activities. keeping in mmd general 
applicabil~ty 

- some companies have very specific activities that can't be included 
without making the system unappreciable for the rest of the potenbal 
users 

Tries to add on additional data requirements to your company's current lists. 
without changing the exlstlng system's need for tax reporting - we don't want to change your system for tax reporting, but instead 

would like to use it more effectively to allow some management 
reponmg also 

Should to be tailored to individual corporate requirements to be more 
effective - customizing : we'll discuss how to do this 

INSTRUCTOR'S NOTES 

We have based the development of this generic management 
reporting system on the following assumptions: 

The system is to be used by small to medium sized 
manufacturing companies 

The company should conduct normal operations 

Company may already have a reporting system in place 
and may use the presented materials to add to and 
enhance the existing reporting system 

Companies may continue to develop the system using the 
presented materials as a basis, modifying and enhancing it 
to satisfy specific company requirements 
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Structure of the Management Reporting Process 
A company conducts its activities and words  me 
banuctmns ,n lirn (journals) - Users - employees cond~tmg actw~ly - Example - sales acthfy and the lhst of the sale 

woIces 

At regular intervab (daily, mekly, monthly) activity 
repom am produced from the list by 
summarizing. filtering or analyzing me dam ,-, - Users - mtddle managers for dalty dectnon 

mabng. top management. as supportmg 
lnfDrmatlOn tw summary reports 

Example - sales repons by penods. regums. 
CYStmers 

At regular mcbmls (darly, I W L ~  monthly) 
summav mpwrs am produced tw top 
management w h ~ h  mclude c rmU l1n f~8bon  
horn actmty repom 
. Usen - top manawnent for declslon mabng 

Example - total sales tar the pr- perod -. 
INSTRUCTOR'S NOTES 

The description of the components of the management reporting 
system is structured as follows (for every list and report relating 
to basic company activities): 

*Lists 
- description of the list (for which activity this list is used) 

- list format 

- who may be interested in maintaining and using the list 

*Reports 
- description of the report 

- report format 

- who may prepare and use the report 
. . 

Summary Reports (introduce the concept of C & d D m m ~  
Information, which usually results from processing several lists or 
reports) 

- description of the report 

- report structure 

- who may prepare and use the report 

I Remind the participants: Lists list out Data, while I 
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We Start With the Lists of Basic Transactions - That Your Company 
May Already Maintain 

INSTRUCTOR'S NOTES 

By maintenance of lists we mean recording every transaction (in 
the relevant activity) in the list (journal. book) by the person 
conducting this activity. 

Most companies record the basic transactions listed above in 
journals or lists of some sort, although they may not be exactly in 
the formats described in this presentation. If these lists are not 
currently maintained at your organization, they can be organized 
with little effort. 

Again Lists = Data 
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And Summarize. Analyze or Filter the Data So That Useful Reports Can 
Be Generated 

- - 

INSTRUCTOR'S NOTES 

From the lists already maintained reports can be produced. 

Report - summary or analysis of the data contained in the list 

This can be summation of the data in the list for specified 
period 

Or selection of specific data from the list 

Why should reports be produced. if your company already 
maintains detailed lists? 

Reports are intended for management's (who lack time to 
go through and understand all the details in the extensive 
lists) use and should be: 

- more concise 

- contain only information required for the intended 
manager 

- be easily understandable 

EMPHASIZE 

REPORTS CONTAIN INFORMATION 
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Once the Reports Are Ready, They May Be Distributed to Many Managen 
to Helv Them Manaae Their Part of the Business More Effectivelv I 

INSTRUCTOR'S NOTES 

Each manager should analyze what information he needs to 
effectively run his area of responsibility. 

The results of this analysis should be summarized (may be with 
previous discussion on the management meeting) and checked 
against the availability of information and resources needed to 
produce the reports. 

Based on this analysis a reporting schedule (what reports, when 
and by whom produced) and distribution list (who and when 
receives what report) is created and made official by 
management order. 

We will return to this process when we talk about customizing the 
reporting system to meet the requirements of the organization. 
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Lists and Reports in a Basic Management Reporting System 

Lists and reports defined 

Sales lists and repom - Purchasing lists and repom 

. Accounts receivable lista and repan: Overdue ma inb ies  mpoR 

. Accounts payable lists and reports 

- Finished pmduct innntary lids and repom 

. Work in process inventory l i ts  and r-s 

. Raw materials and components innntory lista and repom 

Production lists and rePMfs 

. Barter transactions lista and reports 

SumrnaryrepoR 

a Cash flow rewrt 

Creating and using lists and reports 

Suggested formats 

INSTRUCTOR'S NOTES 

Through the course of the day we will be discussing most of the 
reports that we believe form an essential part of the system. (the 
highlighted reports- and not necessarily in the same order). 

Each participant will be provided with a handout that outlines the 
entire system and how it can be used, including blank templates. 
All lists and reports that we will not cover during the day i.e. the 
production lists and reports, work in process lists and reports. 
accounts payable lists and reports, will be described in detail in 
the handout. 
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Sales: Let's Start With a List That Shows How Much Income Your 
Company Should Receive 

INSTRUCTOR'S NOTES 

SALES is the indicator of how much revenue the company is 
earning, or will expect to earn. It is therefore probably the most 
important activity to report. 
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The Sales List Captures Data Generated Before the Actual Sale 

List of sales transactions: 

Prepared by sales stan on the basis of inwtces issued to the buyers. ; -j and information from other departments 

This list should include the following basic information (any additional details 
may be included, if required): 

Product identification number. Product name 

Unit of measurement . Sales plan for the period 

- Planned sales price . Product amiable for sale (units), which can be calculated and further 
separated into. 

- lmshed product ~nventory that w a s  avalIaDle lor saC at me negmnmng of me 
mod - hnssned producr recelved hm productm 

Estimated (planned) finished poducl inventory safety hrzl for the end of the 
penod (your sales department should be lnwlved in establishing ma hrzl) 

INSTRUCTOR'S NOTES 

The sales department of the company should maintain the sales 
list - a record of all sales transactions. 
Basic data that the sales staff needs to control and manage sales 
activity includes: 

Information about the product they are selling, including: 
- product name and specifications 
- how much the company plans to sell and at what 
prices (this is decided by management and included 
in sales list for reference and variance analysis and 
control) 
- quantity a~ i lab le  for sale during the period (which 
can be calculated as follows: beginning finished 
products inventory + received from production during 
the period - already sold) 

Data for the sales list is obtained from the sales department and 
the warehouse, as well as the planning department (for the 
planned sales price and the sales plan). It is important that when 
identifying a product all departments of the company use the 
same system of codes. The documents that relate to transactions 
of the same type should be kept in a single location. 
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Sales List: Also Contains the Basic Sales Information 

h 
JBis is the information that your company almost certainly maintains +s 

Sales (units) *\ ~-\ 
Buyer 

Contract number 

- Sales price 

Sales (amount) 

Delivery terms 

It the sale is a barter transaction - this tact needs to be recorded 

INSTRUCTOR'S NOTES 

The sales list should also contain information on all the products 
(or product groups) sold: 

How many units have been sold 

Who was the buyer (reference to buyers database, if 
buyer database is maintained by the company, if not - 
maintenance of such a database should be encouraged) 

Contract number for reference (we assume that sales 
department keeps copies of all contracts, if not - it should 
be encouraged) 

And some useful information from the contract: 

- actual sales price (total sales amount) 

- delivery terms 

If the sale is a barter transaction, this fact and the details 
of the transaction need to be recorded 
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Sales List: Tips on Maintaining and Using 

'& The lists can be prepared for every product in the companfs product range. 

The list maintaining process can be manual or computerized. 

The list is prepared by every sales person issuing an invoice to customer, or 
receiving information that new items have been produced and become availaM 
for sale by inputting required information and adjusting aN wlumns affected 

Example, subtracting number of units sold from available for sale amount - Adding number of units that became availaMe for sale 

This list is used by sales staff to: 

Monitor sales activity and market trends (volume of Sales. variation of sales 
price) - Know at any point in time the amount of product available for sale 

Plan safety level of inventory (to sustain long-term contracts, to meet 
preferred customer requirements, etc.) 

Prepare sales reports for managers I 
INSTRUCTOR'S NOTES 

It is up to every sales manager to decide who and in what form 
maintains the sales list: 

It can be a single list, where each sales person makes a 
record (this is more appropriate if company has centralized 
Sales Department) 

Or each sales person may maintain separate sales lists. 
which are consolidated in the reports (this is more 
appropriate if company has decentralized Sales 
Department 

Simple electronic spreadsheets (in Excel. Lotus 1-2-3, SuperCalc. 
etc.) can be used to facilitate maintenance of the lists. 

We have listed several possible uses of the sales lists, we are 
sure that when the sales staff starts to use them several new 
applications can be found. Some companies may already be 
using the sales list for additional purposes. 

U(ERCISE 

Ask participants if they know or can find some additional uses for 
sales lists 
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A Useful Sales Report Can Be Generated From the Sales List 

R W X S  (hat 
can be 

((/ziziq -- 
generate6 FImFJ 

INSTRUCTOR'S NOTES 

As we mentioned before: 
Report - summary or analysis of the data contained in the source 
list. 

This can be a summary of the data in the list for a 
specified period 

Or a selection of specific data from the list 
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Sales Report (Units) 

INSTRUCTOR'S NOTES 

This is a sales report summarized by product. 

DlSCUSS 
What does this report tell you about sales? 
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I Sales Report (Amount) I 

INSTRUCTOR'S NOTES 

This sales report gives total value of sales during a period - 
analyzed by product. 
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Another Sales Report May Summarize Sales by Customer 

This is a sample report showing period sales summarized by customer: 
Client (buyer) 

- Product identification number 

- Product name 

- Unit of measurement 

- Planned sales price 

Sales (units) 

- Average sales price 

- Sales (amount) 

INSTRUCTOR'S NOTES 

This is an example of one of the sales reports that can be 
required by company management: 

Sales by customer report (which includes specific 
customer information and can be grouped by customer) 

Some other reports, such as: 

Sales by product (with product specific information and 
grouped by product) 

Sales by region 

By salesperson 

By type of customer e.g. end user, own dealer network, 
other retailers 

By type of outlet e.g. kiosk, shop, supermarket 

By type of product packaging e.g. bottles Vs cans 

Barter sales reports 

Can also be produced from the data in Sales lists. 

Qlscuss: 
What other ways can we meaningfully analyze the data in the 
sales list? 

Every company manager should have a better understanding of 
what specifically he needs to know about sales, and should ask 
for this information to be included in the reports. 
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The Sales Report Summarizes Data As Required for the Business 
Situation 

Can be produced easily by sales staff or senror sales naf f  
at requrred rntervak (dally, weekly Or  monthly) from the sales lists - Sales reports can be a summary ot Sales actiwly for the repomng penod 

grouped by sales region, product, sales person. customer. etc. (based on 
management requirements) - They can be prepared by sales staff at the end of the period 

Depending on management requirements and p0tential uses, the Saks report 
may include aN information from the list (or a selection) summed up and 
grouped. m e  repori should be designed to assist in control and evaluation of 
the effectiveness of the sales function. 

INSTRUCTOR'S NOTES 

Management should decide what sales information they need to 
evaluate sales function (and company as a whole) performance. 
We will later talk about customizing the system - which should 
provide the participants a guideline for determining the most 
appropriate format for their organization. 
After this decision is made and if Sales list is maintained 
consistently - it will not require a lot of effort (or employees time) 
to produce useful sales reports. 
The reports may be used not only for such simple tasks as 
identifying better selling products and finding out which sales 
person is more successful. At a manufacturing enterprise in the 
Ural Region the sales report were used to distinguish between the 
sales that should be made directly and those that should go 
through the dealers. 
The dealers were unhappy about a too aggressive direct sales 
approach employed by the company. That represented a threat 
that the dealers could switch to other suppliers (and some of 
them did so). The decision was made not to sell directly to a 
customer if the size of the contract was less than a certain 
amount. Sales reports, grouped by customer, are instrumental in 
implementing this decision. 
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I How to Use the Sales Report - It Is Flexible and Informative 

Sales reports can be used by sales department managers ... 

trends (amend sales poky  if required by the market) 

J 
TO anaiyze the sales activity of the company and monitor product market 

To plan sales activity (change the sales plans), monltor finished product 
inventory available for sales, and issue production requests 

To compare finished product inventory reported by accounting and 
warehouses to products available for sale reported by sales staff 

To monitor sales staff performance 

- To report sales resuns to top management 

INSTRUCTOR'S NOTES 

We have listed several possible uses of the sales reports, we are 
sure that when the sales department and company management 
starts to use them several new uses can be found. 

Ask participants if they know of or can find some additional 
applications for sales reports. 
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Sales Reports Are Used by Top Management 

J 
To know how much cash company sales has generated (or can 
generate in near future); so that management can plan 
operations in the following periods 

INSTRUCTOR'S NOTES 

The sales report is can provide useful input in determining the 
cash inflows from sales in future periods. The barter sales report 
can help determine the inflows of raw materials and other 
products for sale. 

We will continue to list possible uses of the lists and the reports 
throughout this presentation. Some of the uses will be quite 
obvious, others will involve actions like planning, control and 
analysis. 

This presentation only refers to such activities, but is not going 
into detailed explanations on what those activities are, as it is 
beyond the scope of the presentation (some of them may be 
covered in other modules). 

Each presenter must be ready to spend some time to explain 
what those activities are using their general consulting skills. 
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! Accounts Receivable List (Cash - RUR '000) 

-. 

INSTRUCTOR'S NOTES 

This is an example of an accounts receivable list - that lists each 
transaction, and the amount due on it. 

This list should include the following basic information (any 
additional details may be included, if required): 

Customer information 
-Name 
-Address 

Contract information 
-Number 
-Amount 
-Payment terms 

-Product information 

*Payment due date 

If any of the receivables are barter transactions (either in whole or 
in part), this fact should be noted separately. 

While recording information on lists - to ensure consistency 
across the organization - the same product codes and customer 
codes (and material codes for inventory and purchasing reports) 
should be used. 
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I Accounts Receivable List (Cash - RUR '000) I 

We have developed the list further - we can now see when we 
expect to receive our money - The list is on its way to becoming a 
report, i.e. the data has been analyzed to provide more useful 
information. 
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Accounts Receivable List: Preparation and Maintenance 

Accounts receivable list: 
Is prepared by sales stall on the basis of defened payment contract and sales Y. 
involces ,sued to the buyers 

The list is prepared for all accounts receivable (including barter accounts 
receivable) 

The list is prepared (updated) by sales staff based on: . Sales contracts wth deferred payment clause . Invoices confirmmg that sale was actualty made 
Payment cmlinnattons received from customen (before betng sent to acwnhng) and 
confirmed by bank statement (or in brier case - barter product recaom confinned by 
warehouses) 

This list is used by sales mn: 
TO maontam compa~~cllent relatlonshlps and company Credlt and sales o o l q  

- defened sales lhm,ts to one cltenl may be set & the canpaw to mmmwe 
customer defaun nsk - cbent ranbng can be ma~ntalned by the company for the same wr(xrses 

. To monetor sales contracts and Promplty react lo contlngenc~es 
-21 I 

INSTRUCTOR'S NOTES 
The sales department of the company should maintain the accounts receivaMe list - a 
record of all credit sales transactions plus basic information about debton. 

m N  the terms: . Sales- company wide decision (usually made by top 
management based on previous sales experience) what. to  whom and 
on which terms to  sell. This concept is closely related to the next one. . -- company wide decision (usually made by top 

management based on previous sales experience) what, to  whom and 
on which terms to  sell in credit. This concept is closely related to  Me 
next one. . Credit- rating assigned to  Me customer based on his 
fulfillment of credit agreements 

Basic information that sales staff needs to conduct credit sales actbity is: 
Information about the product they are selling, i.e, product name and 

specifications 
Information about the customers (credit rating is not usually available, but 

company can define one, if they are often selling on credit twms to the same 
customers) 

Contract information (we already encouraged the company to keep a contracl 
database and copies of all contracts) 

Payment due date (or several payment dates.. if compl%x credit terms are 
involved) 

If company often trades on barter credit terms - this also should be recurded 

It is up to every Saks manager to deckle who and in what form maintains the list: 
It can be a single list, where each sales person makes a record (this is more 

appropriate if company has centralized Sales Department) 
Or each sales person may maintain separate sales lists. which are 

consolidated in the reports (if sales function is decentralized) 
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I Valuable AIR Reports Can Be Generated From the Accounts 
Receivable List 

INSTRUCTOR'S NOTES 

CIS€ : 
Ask the participants to draw out on a piece of paper, the most 
appropriate form for the accounts recei~bles report for their 
organization. 

They should also be able to tell you how that particular format 
would help them address their most important issues with A/R. 
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I Accounts Receivable Report - Summary by Client and Scheduled 
Payment Due Date (Cash - RUR '000) 

INSTRUCTOR'S NOTES 

This report analyses receivables by customer. The information is 
more useful than that provided in the previous analysis. 

The information can be collected and presented in a useful way 
only if the document flow is organized properly. Documents 
(contracts, invoices) that contain information on accounts 
receivable should be kept in one place accessible by the person 
who maintains the accounts receivable list for a given subdivision 
of the company. Different departments should not perform the 
same functions (such as invoicing). 
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Accounts Receivable Aging Report by Scheduled Due Date 
(Cash - RUR '000) 

INSTRUCTOR'S NOTES 

The general director may not be interested in how much each 
customer owes; the sales and finance departments can handle 
that between them. He wants to know how much can he expect to 
receive in cash in the next month. 

Knowing that only 550.000 is due to come in during the next 
month tells us more than just the knowledge that the company 
has 5,800,000 in total receivables. 
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I Accounts Receivable Reports: Can Be Summarued to  Show HOW Much 
Credit Your Company Has Extended and for How Long h Has Been I 
Accounts receivable reports can be produced by sales staff or managers 1 
at required intervals (daily, weekly or monthly] from accounts receivable lists - Accounts receivable reports can be a summary of deferred payment sales 

transactions with outstanding payments at a point in time gmuped by 
customer, finished product. etc. - Accounts receivable reports can take several forms depending tm 
requirements: 

- Cash accounts receivable (gmuped by due date) 
- Barter accounts receivable [grouped by due date) 
- Cash (barter) accounts receivable overdue (grouped by due date) 

The sales department is the best place to maintain accounts rece- 
reports because it 

- keeps records of all shipments: those that have been made and the 
ones due to be made 

- is typicalty responsible for collection of payments 
- has enough information to popose a change in the credii policy of the 

company. 

-n 

INSTRUCTOR'S NOTES 

Management should decide what credit sales information they 
need to evaluate sales and especially credit sales performance. 

After this decision is made and i f  the sales and accounts 
receivable list is maintained consistently - it will not require a lot 
of effort or time to produce effective accounts receivable reports. 

Accounts receivable reports can take several forms, such as 

Cash receivables 

Barter receivables 

Overdue receivables 

Receivables by product or product group 

Receivables by customer or customer group 

Receivables from related parties e.g. subsidiaries or 
group companies 

Receivables report for key accounts only (e.g. for top 
level reporting) 
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I Accounts Receivable Reports: Cash Transactions 

A standard accounts recervable summary reporl should Include Me 
follomng rnformabon - Product ~nformatlon, or 

- Customer information 

Accounts receimble settlement date, categorized in Me follomng manner 
- 0 - 30 days 
- 31 -60days 
- 61 -9Odays 
- 91 - 180days 
- 180 days - 1 year 
- over 1 year 

Percentage of each of the above categories to tola accounts recewable 

Problems with collection (if any) 

INSTRUCTOR'S NOTES 

EXPLAlN 
The concept of Agmg : i.e. organizing the receivables according 
to their 'age', or due date. Aging tells us the period for which we 
have extended credit 

This information can be used to estimate when the company can 
expect to receive cash from accounts receivables. 

And estimate an allowance for bad debts. 
The next few slides give examples of several types of accounts 
receivable reports. 
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I Accounts Receivable Reports: Barter Transactions I 
I Barter accounts receivable may also have some rnforrnat~on related 

specifically to this type of transactions: 

Product information, or 

- Customer information - Accounts receivable settlement date categorized in the following manner 
- 0 - 30 days 
- 31 -60day-s 
- 61 -90days 
- 91 - 180 days 
- 180 days - 1 year 
- over 1 year 

Percentage of each of the above categories to total accounk receivable 

Material or components to be received tnforrnation - Problems with collection (if any) 

INSTRUCTOR'S NOTES 

Barter receivables report can also show what material, supply or 
component is expected to be received. This can help plan its 
effective use and to conserve scarce cash on purchases of the 
same material. 

A common problem we have come across is maintaining a record 
of receivables on barter transactions. Very often a barter 
transaction gives rise to a receivable in the sales department and 
a payable in the purchasing department; and the two transactions 
may not be offset. This is specially true in the case of 
complicated multi-party barter arrangements. 

Aging is relevant to barter transactions as well : it assists in more 
accurate planning for the future. 

Page 29 



Accounts Receivable Overdue Reports 

Overdue accounts receivable should also be reported separately 
(to draw management attention to them) and should include the 

J 
following information: . Product information, or 

Customer intomlation - Overdue accounts receivable (from settlement date): 
- 0 - 30 days overdue 
- 31 - 60 days overdue 
- 61 - 90 d v  overdue 
- 91 - 180 days overdue 
- 180 days - 1 year overdue 
- over 1 year overdue - Percentage of each of the above categories to total accounts receivable 

Actions taken (if any) 

INSTRUCTOR'S NOTES 

Overdue receivables report should show information on accounts 
receivables that were not paid in time. 

Can be grouped by number of days overdue (starting from 
the missed payment date) 

Should definitely show what actions have been taken to 
collect the overdue rece i~b le  

Should sewe as a warning to consider stopping credit 
sales to non-paying customers (their credit rating can be 
decreased) 

The overdue receivables report is specially important as a large 
number of companies do have significant overdue receivables. 
Analyzing these receivables by age and by customer account can 
help management prioritize collection efforts. 
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The Accounts Receivable Reports Have a Number of Important Uses 

Accounts receivable reports can be usad by: 

- Sales managers: 
- To facilitate the decision to sell products to a customer 

J 
- To monitor the deferred income process and promptly react to 

problems - TO monitor compliance with company credit policy 
- To detenn~ne the aging of the receivables and plan collecbon effom 

- Legal department - To act to collect late payments 
- TO write off bad debts, if required 

Accounting or finance departments: 
- To monitor and plan incoming cash and materials on barter 

INSTRUCTOR'S NOTES 

We have listed several possible uses of the accounts receivable 
reports, we are sure that when the company starts to use them. 
they may find several new applications for the accounts 
receivable reports. 
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Top Management Can Use Information on Receivables 

To analyze and control the company's deferred sales policy - TO analyze the production, sales and purchasing activities of the company 
and amend them, if necessaty 

TO facilitate control and comparison with company accounting informabon 

. To facilitate working capital management - TO facilitate the planning process 

INSTRUCTOR'S NOTES 
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The Finished Products Report Is Generated From the Finished Products 
Inventory List -and Is a Key Driver for Other Lists and Reports 

m l  IMI 
can DB pziqTTJm -w 9- 

general- ~ 1 ~ ~ 1  
rMimr> Wl 

INSTRUCTOR'S NOTES 

The warehousing department of the company should maintain the 
finished products list - a list of all finished products produced by 
the company. 

Basic data that warehousing staff needs: 

Information about the product they have, including: 

- Product name and specifications 

-Where the product is stored 

-What quantity the company has in store 

- Less quantity obsolete and off-specification, that 
actually can not be sold 

-The age of finished products inventory - (production date) 

- Production cost (which multiplied by quantity of finished 
products inventory will show how much money is tied up in 
finished products inventory) 

Often finished products inventory may be located in different 
places - there may be inventory that is still in the production 
department, there may be inventory at different warehouses and 
there may be inventory at the dispatch center that is waiting to be 
shipped. The staff recording inventory should track it at all these 
locations. 

The finished products inventory report can take many forms - 
depending upon the specific use of the report. 
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Finished Product Inventory Reports: Preparation and Content 

Finished product inventory reports can be easily produced by 
warehouse staff, managers or specially appointed people at required 
intervals (daily, meekly or monthly) from finished product inventory lists . Finished product reports can be a summary of finished product holdings at 

some point of time (or finished product inventory movements for Ule 
reporting period, if required) grouped by warehouse, product, etc. 

Here we present hvo most common formats b r  the finished productt inmntow 
reports: 

Inventory holding reporl at some point in time 

Inventory movement during a penod 

Why do m, need reports in different formats? 

The inventory holding report can be used to understand how much is 
available for sale - The inventory movement report can be used to a n m e  sales performance 
(comparing the resuns with sales reports) and production pertonname. 

INSTRUCTOR'S NOTES 

Management should decide what finished products inventory 
information they need to control, plan and measure performance 
of the sales and production functions (and the company as a 
whole). 
After this decision is made and if finished products list is 
maintained consistently - it will not require a lot of effort or time 
to produce useful finished products reports. 
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INSTRUCTOR'S NOTES 

This finished products inventory Holding report tell us how much 
of a given product we have available for sale at a particular point 
in time. 

One use of this report is to keep track of quantity a~ i lab le  for 
sale to prevent piling up of some product which doesn't get sold, 
as we saw in the Plastic Manufacturing example. 

Management reports work together to provide more meaningful 
information: 

Consider, for instance, the situation with a manufacturing 
enterprise which sells a significant portion of its output through 
dealers. The dealers complain that deliveries from the enterprise 
are not certain and, consequently, the dealers frequently run out 
of the product. The finished product inventory report and the 
sales report are used simultaneously to keep the quantity 
available for sale (sales report) always above the finished product 
inventory safety level (finished product inventory report). 
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Finished Product Inventory Reports: Inventory Movement Report 

A finished product movement report should also include the lollom~ng 
intonnation: 

* Production data 
- production date 

_I 
- production cost 

Product identification number 

Product name 

Unit of measurement 

- Location - Product received from production during the penod 

Product available (units). which can be calculated and further separated into: 
- total quantlty on hands 
- less quantity off-specification 
- less quantity obsolete - Product shipped to customers during the period 

-l 

INSTRUCTOR'S NOTES 

Finished products inventory movement report may contain the 
following information: 

Product information 

Where the products are located 
Quantity on hand, calculated as sum of inventory at the 

beginning of the period plus all finished products from 
production less sold finished products 
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Finished Product Inventory Reports Can Be Used by Warehouse 
Managers 

To know the availability, location and movement of finished product inVenn,rY 

To facilitate reconciliation with accounting, production and uk dep.mnents 

INSTRUCTOR'S NOTES 

The warehouse manager is the most important user of the 
finished product inventory report ... 

... but this report has a number of other important uses. 
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Finished Product Inventory Reports Form an Important Element of the 
Sales and Production Planning Process 

The report can be used by 

Sales department managers: 
_1 

. TO know availability of product for sale to plan sales activities and issue 
production requests 

Top management: - TO analyze production and sales activities of the company and amend them. 
if necessav - TO facilitate the planning process 

INSTRUCTOR'S NOTES 

At Plastic Manufacturing we saw how the finished product 
inventory report triggered some important questions. resulting in 
changed production plans. 

Ask participants if they know of or can find some new applications 
for finished products inventory reports. 
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Example: What Do the Sales and Inventory Reports Reveal ? 

INSTRUCTOR'S NOTES 

This example demonstrates how looking at two reports together 
can give a more complete picture than looking at each one 
separately. 

Analyzing the sales and inventory reports, the sales department 
concluded that they need to study the market and determine what 
the demand for the two products looks like. This study led to the 
conclusion that there was a decline in the demand for AC3, in fact 
there were few buyers only for limited quantities. The demand for 
ACZ% however was growing quickly - the new products also more 
profitable than the old. 

The change in demand situation necessitates some actions on 
the part of the company. 

Ask the participants to list out: 

1. What actions must the company take to prepare itself for the 
change in market situation - in the short term and the long term? 

2. What information in the form of reports will assist the company 
in taking these actions 

Use the following slide to summarize what actions need to be 
taken and how management reports would assist. 
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' Here Are Some Steps the Company Might Take to Respond to the 
Situation, and Additional Reports Would Help Confirm They Are the Right 
Bctians 

- Reduce tnventory of AC3 
- Promote pmduct aggressrvely using dtscounts etc 
- Plan to sell of the mventory over the long term and bear holdmg costs 
- Use Inventory to pay supplten through barter 

- Accounts payable 1st and report 
- Barter transacttons l~st  and report 

I - Shift production from AC3 to ACZS 
- Analyze and change production plans it required 

- Production reports 
- Work in process lists and repwts 

- Analyze availability of raw materials for both products 
- Raw materials inventory lists and reports 

Plan purchases 
- Purchasing reports 
- Cash flow report 

We will analyze some of the above lists and reports and Iheir mk in  decision 
making later in this seminar 

-.o 

INSTRUCTOR'S NOTES 

Use this slide to summarize the exercise. 

Usually two reports are not enough, we need to have a more 
complete picture that can only be provided by the system as a 
whole !! We will be looking at more lists and reports and seeing 
how they all work together. 
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Seminar Agenda 

Agenda and Seminar Objectives ' Session 1: Introduction to Management Reporting Systems 

Session 2: What is the system and how do you use it? - Defining 11~1s and reports. saks, accounls receivabk. finishea proclucts 
inventory r m s  

Session 3: What is the system and how do you use it? I . Raw nutariala inventory, pmharlnq n p o l B  I 
Session 4: Making the system a reality- Custom~ring the system 

Session 5: What is the system and how do you use it? - Summary report. Cash Raw, barter report 

Session 6: Using the Management Reporfing System 

Session 7: Making the system a reality - Implementing the system 

Session 8: Summary and renew of assignment 

INSTRUCTOR'S NOTES 
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Session 3: What Is the System and How Do You Use It? 

We have looked at sales and our finished products inventory; we can determine 
therefore how much we need to produce. (details on the production lisi and 
report are presented in the handouts) 

The production decision raises fwu important questions: 

1. How much The materials and 
material do we components 

inventory reoorl 

2. How much The purchasing 
more do we need 

to purchase ? 

Usmg the MRS: Example - How much should we purchase and what mH it WSV 

-2 

INSTRUCTOR'S NOTES 

In this session we will look at some more lists and reports and 
see how they work together to aid decision making. 

The production report is an integral part of the MRS. Although 
we have not described it in detail in the presentation. the handout 
to be given to participants at the end of the day contains a 
detailed description of the production list and report. 
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The Raw Materials and Components Inventory Report Is Based on 
a List of Raw Materials and Components lnventory 

INSTRUCTOR'S NOTES 
The materials and components inventory list can be used to 
produce some important reports that serve a variety of functions 
The warehousing department of the company should maintain the 
raw materials and components inventory lists - a list of all raw 
materials, components and supplies in store 

Basic data that warehousing staff needs to maintain in lists: 

Information about the product they have, including: 

- material name and specifications 

- where exactly this materials is stored 

- what quantity company has in store 

- less quantity obsolete and off-specification, 
that actually could not be used in production 

: Safety Stock level 
*The level of stock that management considers to be safe. 
i.e. the level that will ensure continuing production (or sales 
in the case of safety stock level for finished products). Any 
drop of inventory below this level should trigger a purchase 
order. 

- safety stock level for every material, component or 
supply used by the company 

- what is the requirement to replenish stock when it 
is below safety level 
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Raw Materials and Components Inventory Reports: Creating the 
Reoorts 

Raw materials and components inventory reports can be easily produced by 
warehouse staff, managers or specially appointed people at required intervals 
(daily, weekly or monthly) from raw materials and components inventory lists 
maintained by the warehouse staff: - Raw materials and components inventory reports can be a summary of raw 

materials and components inventoy holdings at some point of time (or raw 
materials and components inventory movements for the reporting period. of 
required) grouped by 

- warehouse 
- product 

-4 

INSTRUCTOR'S NOTES 

Management should decide what raw rnaterials inventory 
information they need to evaluate the performance of the 
purchasing and production functions (and the company as a 
whole). 
After this decision is made and if raw rnaterials inventory list is 
maintained consistently - it will not require a lot of efforts (or 
employees time) to produce effective finished goods reports for 
every warehouse, or for every material (logical group of several 
materials). 
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I The Raw Materials and Components lnventory Holdings Report Shows 
the lnventory Position at  a Point i n  l i m e  I 
A standard raw materials and components inventory holdings 
report should include the following information: - Raw matenals and components mentory number 

J 
Raw materials and components name 

. Unit of measurement 

Location 

Raw materials and components available (units), which can be calculated and 
further separated into: 

- total quantity on hands 
- less quantity off-specification 
- less quantity obsolete 

. Safety stock level 

Requirements to purchase raw materials and components 

INSTRUCTOR'S NOTES 

Here we present two most common contents of the finished 
goods inventory reports: 

lnventory holding report at some point in time 

lnventory movement during a period 

Raw materials inventory holding report may contain the following 
information: 

Material information 

Where these products are located 

Quantity on hand (less all obsolete and off-specification 
items) 

Safety stock information 

- level 

- requirements to purchase raw materials and 
components. 
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Raw Materials and Components Holding Report 

INSTRUCTOR'S NOTES 

This report tells us how much of each material we have on hand 
at a point in time. The 'Required to purchase" column provides 
an estimate of how much should be purchased in order to keep 
the inventory at an optimal level (which is usually substantially 
higher than the safety stock level). 

This information becomes especially useful if we compare reports 
generated at different moments in time. For example, the raw 
materials and components inventory report together with the 
sales report can be used to evaluate the inventory management 
system. In one case, managers of an electric equipment 
manufacturing enterprise found that inventories may be cut in half 
if the level of inventories is strictly dependent on the number of 
orders for the finished product. 

It was important to use two reports together since the sales 
report contains the "Sales plan for the month' . Information on 
the number of orders was necessary to determine the safety 
stock level. The Management Reporting System is designed in 
such a way that many reports can and should be used 
simultaneously. 
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The Raw Materials and Components lnventory Movement Report Shows 
the Movement of lnventory During a Particular Period 

INSTRUCTOR'S NOTES 

A standard raw mater~als and components Inventory movement 
report should rnclude the follow~ng mfonnatron: - Raw matenals and components Inventory ldentlficabon number - Raw matenals and components name 

J 
Unlt of measurement - Product recetved from suwliers dunng the period 

Raw materials and components receipt data 
- date 
- inventory Cost - Raw materials and components shipped to production during the penod - Raw materials and components available (units), which can be calculated and 

further separated into: 
- total quantity on hands 
- less quantity off-specification 
- less quantity obsolete 

Raw materials inventory movement report may contain the 
following information: 

Product information 

Where these products are located 
When it was received (at what price, what quality and 

quantity) 
When it was shipped to production (quantity, quality) 

Quantity on hand, calculated as sum of inventory at the 
beginning of the period plus all purchases less sent to 
production 

Why do we need reports in different formats? 

Inventory position report can be used to understand how 
much raw material is available for production 

lnventory movement report can be used to analyze 
purchasing performance (comparing the results with 
purchasing reports) and production performance 
(comparing with production reports). 
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The Raw Materials Inventory Movement Report Assists Managers in 
Analyzing the Purchasing Function 

Information on when raw materials are del ired (at what price, quality, and 
quantity) and when they are shipped to production pmwdes benchmarks for 
evaluatina performance. 

1 

INSTRUCTOR'S NOTES 

Comparing information on the delivery of raw materials and 
components with data on their shipment to production provides a 
useful tool for measuring the performance of: 

*Suppliers 
*The inventory department 
-The purchasing function 
*The production process 
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Raw Materials and Components Inventory Requisition Report Indicates 
Future Requirements 

Inventory requisition report can also be compiled using inventory lists. 

A standard inventory requisition report should include Me follom~ng 
information: - Raw materials and components inventory number 

J 
- Raw materials and components name 

Unit of measurement 

Requirements to purchase raw materials and components 

Previous raw materials and componentt acquisition data 
- supplier 
- inventory acquisition cost 

e l  

INSTRUCTOR'S NOTES 

Explain again the concept of safety stock level. 
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Raw Materials and lnventoly Requisition Report Maintains Stock Levels 

AS Swn as the warehouse list shows that raw materials inventory is below 
the safety stock level. warehouse staff will fill in the material requisotion 
report. 

Raw Materials and Components Inventory Repuisltion Report I 

Safew Stmk Level the level that mll ensure conbnumg pmducbon (tor 
matenal/supply mventory) or sales (for finrshed goods rnventory) 

W a v % i r d a c ~ n p . r t a 6 a W n m r m D n O U p P l ~ c n h m r r 0 m n ( m o b u .  

INSTRUCTOR'S NOTES 

ExDlain : Safety Stock level 
*The level of stock that management considers to be safe, 
i.e. the level that will ensure continuing production (or sales 
in the case of safety stock level for finished products). Any 
drop of inventory below this level should trigger a purchase 
order. 

- safety stock level for every material, component or 
supply used by the company 

- what is the requirement to replenish stock when it 
is below safety level 

As soon as the warehouse list shows that inventory of any raw 
material is below safety level - warehouse staff fills in material 
requisition report, which indicates: 

Material name and specifications 

Requirements to replenish safety stock 

Some historic data on inventory on hand 

- who supplied 

- when 

- at what cost 
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Raw Materials and Components Inventory Reports: Uses 

Raw materials and components inventory can be used by 
warehouse managers: - To monitor material and components inventory 

To know at any moment in time me amount of materials and cornponents 
available for production (quality of the materials and components). their 
location and movement 

I TO facililate periodical phpical check of materials and components inventory 
at warehouses against accounting records, and reconciliation of the 
differences 

By purchasing depadfnent managers: 

TO know current requirements to replenish raw materials and components to 
the required level 

By top management: 

TO analyze production and purchasing activities of the company and amend 
them. if necessary 

To facilitate planning process 
-(I 

INSTRUCTOR'S NOTES 

DlSCUSS 
Ask participants if they know of, or can find some additional 
applications for raw materials inventory reports. 
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I A Meaningful Purchasing Report Can Facilitate Purchase Planning I 

INSTRUCTOR'S NOTES 
The purchasing department of the company should maintain the purchasing list 
-- a record of all purchasing transactions plus basic information about Me 
market for specific raw materials, supplies and components that Me company 
uses and major suppliers of these items. 
Basic data that purchasing staff needs to conduct effective purchasing activity 
is: 

lnformation about the product they are buying, including: 

- material, component or supply name and specifications 
- requirements to replenish safety stock (we are trying to introduce this 
concept at companies with stable production): 

- company specifies safety stock level for every material. 
component and supply based on company experience 

- in addition requirements to replenish safety stock are 
specified (based on availability of stable suppliers and optimal 
order quantities) 

- as soon as inventory in specific material, component or 
supply is below safety level, an order is issued to purchase 
(according to replenishment requirements) 

lnformation on outstanding orders (to avoid duplicating the orders - may be 
the order has already been placed) 

And information on new orders placed, including: 

- supplier reference (to supplier database, i f  maintained by the 
company, if not it should be created) 

- price requested 

- delivery time (to know when material, component or supply can be 
available 

- cash requirements for the purchase - this is useful for planning cash 
requirements for the future periods 
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- - - 

Purchasing Report (Summary and Cash Requirements) 

INSTRUCTOR'S NOTES 

The purchasing summary report transforms the raw materials and 
components requirements into orders and cash requirements. 
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The Purchasing Report Summarizes Purchasing Data Into Meaningful 
Information for Purchase Planning 

Purchasing reports can be produced by purchasing staff or managers 
at required inten'als (daily, weekly or monthly) from purchasing lists 
maintained by the purchasing sta* . Purchasing reports can be a summary of purchasing information at some 

point of time grouped by 
- material or component. 
- supplier, etc. - Reports can take several forms depending on requirements 
- current purchasing requirements 
- orders outstanding 
- orders by supplier 

INSTRUCTOR'S NOTES 

As already was said before: 

Report -- summary of the data contained in the list 

This can be summation of the data in the list for a 
specified period 

Or selection of specific data from the list 
Management should decide what purchasing information they 
need to evaluate the performance of the purchasing function (and 
the company as a whole). 

After this decision is made and if the purchasing list is maintained 
consistently - it will not require a lot of effort or time to produce 
regular and effective purchasing reports. 

We believe that managers will definitely be interested in the 
following information (and purchasing reports): 

Current purchasing requirements (and cash requirement 
to make all the purchases) 

What orders are outstanding (what we expecting to arrive. 
is there any problems with orders outstanding, etc.) 

Who are our important suppliers, what relationships we 
have with them, are we a good buyer for them, etc. 
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Purchasing Report: Content 

Most common purchasmg report should rnclude We foflowrng 
rnfooation - Matenal and component Inventory ~denttficatton number 

. Matenal and component name 

- Un~t of measurement - Requtrements to replensh the stock 

Outstand~ng order quanttty . Date matenals and suppltes wll be recetved 

Cash requuements to pay for new purchases 

INSTRUCTOR'S NOTES 

This is an example of one of the purchasing reports formats. 

Some other reports can be produced: 

Purchasing by material, component or supply (with 
product specific information and grouped by material) 

Purchasing from supplier report (which includes specific 
supplier information and can be grouped by supplier) 

We have suggested a format for purchasing reports. They contain 
basic information required to run and evaluate company 
purchases, and can be used as a good starting point for all 
companies. 

But we do not believe that our suggestions are exhaustive - every 
company manager should have better understanding of what he 
needs to know about his company purchases, and should ask for 
inclusion of this information in the reports. 
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The Purchasing Report Is a Key Tool tor Production Planning 

Purchasing reports can be used by purchasing managers: 

To monitor porchasing process and promptly react on contingem~es - To know the quanttty of materials and components to purchase 

- To know at any moment in time the quantity of materials and components 
ordered and time they will be d e l i r e d  - To know cash requirements for purchases 

By top management: - To anawe production and purchasing activities of the wnnpany and amend 
them, it necessary 

- TO prioritize purchases 

TO facilitate planning process 

To facilitate cash planning 

INSTRUCTOR'S NOTES 
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Example 2 - How Much Should We Purchase and What Will It Cost 

This decision requires asking the E x m ~ p k  : 
following questions : KdK limited orodyus aumnwbilsJ and ~ ~-~ - 

How much do I have ? MHd. 8 ~ d . h h i ~  me" purchasing 
requirements (or hee ls  in May. As rh.cL1 - Inventory report : lndicates ndM in m. fn,l mp.r of 

existing level of stock pmducbon praceu, me company fries 8 - How much do I need ? 
- Material requirements 

report: lndicates 
requirements to replenish 
safety stock level 

HOW much has already been 
ordered ? 

- Purchase order reporl : 
lndicates orders outstanding 
and due dates 

INSTRUCTOR'S NOTES 

This example illustrates the use of the inventory and purchase 
reports together in an 'everyday' business situation. 
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The lnventory Report Indicates That lnventory Is Currently Below the 
Safety Stock Level 

Inventory Reprt 

As \ s n  as the warehouse manager noted that inventow level for -1s is less 
than safety stock level (4,600 un&) he issued inventory requisihon report tor the I number of units reauired to redenish safew stock and cover forecasted cmxfucbon 
needs for the upc&ing period (4.500 unik ordered). 

".UIRP 1. 

INSTRUCTOR'S NOTES 

The safety stock level is a 'trigger' for the purchase department to 
place another order for the material. The amount of the order will 
depend on a number of factors such as 

*The purchase cycle 
-The production requirement 

Economic order quantity 
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The Purchase Order Report Helps Determine the New Order and the 
Cash Requirement 

Purchasing department produced the purchase order report. which shows: 

Requirement to purchase raw materials and components (4.500 units) - Outstanding order for wheels (800 units) 

Need for new order (3.700 units) 

Possible pnce per unit (RUR 375.000) 

Cash requirement for this order (RUR 1.387.500.000b) 

Purchase Order Reporl 

INSTRUCTOR'S NOTES 
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Seminar Agenda 

Agenda and Seminar Objectives 

Session 1: Introduction to Management Reporting Systems 

Session 2: What is the system and how do you use it? 

Definmg lists and reparts, sales. accounts recervabk. lintshed produ~ts enventoq 
rewrfs 

Session 3: What is the system and how do you use it? - Raw materials inventory, purchasing reports 

Session 4: Making the systsm a real i i  Customizinp the system 

Session 5: What is the system and how do you use it? - Summary report. Cash flow, barter repm 

Session 6: Using the Management Reporting System 

Session 7: Making the system a reality - Implementing the system 

Session 8: Summary and review of assignment 

-* 

INSTRUCTOR'S NOTES 

We have discussed a number of lists and reports and how they 
can be used in different situations. Now lets turn to something 
equally important: how do we turn these lists and reports into an 
effective management reporting system for our organization? 
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Session 4: Making the System a Reality 

What you're probably wondering by now is ..... 

- 
How can these reports 

f -- 

best serve ~ Q U  and 
~QUL organization ? Making the system 

a reality: 
Customizing the 

MRS 

-1 

NSTRUCTOR'S NOTES 

hstomizing: redefining the system to meet your specific 
equirements. 

This is the first step in making the MRS a reality for your 
organization. 
In this section we will go through the steps in customizing the 
reporting system and discuss some important customization 
issues. 

Page 2 



Why Do I Need to Customize? 

Difierent types of business and difierent business obiecfives have diifering 
information requirements. 

Some Examples: 

. A construction company that develops residenhal buildings and sells 
them once completed, may require the sales. work m process and 

If MU need to decide whether to keen or diswse of a woduction 
lhnk, you may want to keep track of p;oductton - by production Ime. 
as well as by type of product 

INSTRUCTOR'S NOTES 
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Management Reporting: Making the System a Reality 

First customize the system to meet your specific requirements 

Discuss your specific needs and business objectives to determine if your 
managers or senior managem need additional information not suggested in 
the reports discussed in this module. 

- The lists and reports we discuss today can form the basis for a 
management reporting system in almost any situation but may not be 
thorough enough for all companies. 

Add on additional columns to the lists and addifionat summary items to 
reports in order to meet your company's additional need. 

- By adding several minor modifications, the lists and repom should 
blend easily into existing operations. 

men implement and enhance the system in your business 

Plan the implementation . Manage the implementation process through effective monitoring and 
controlling 

Where do I start? 

INSTRUCTOR'S NOTES 
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Management Reporting: A Typical Plan tor Establishing a Reporting 
System 

INSTRUCTOR'S NOTES 
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Customizing the Reporting System: The Main Steps 

Before you can start customizing management reporting system, you should 
define what is rewired and find out what the company already has. This is the 
groundwork phase of the customization process. 

Based on the groundwork you mM start building the system up: - Modify lists, columns and add additional summaries to repom 

- Establish sources of data . Decide timing of information to be received by carelul comparison with 
objectives - Assign responsibilily to maintain each list 

The time required to customize the system my1 depend upon the size and nature 
of the business and the scope of your reporting system. 

INSTRUCTOR'S NOTES 

Customizing the reports to meet your specific business 
requirements ensures that the MRS will address all issues 
pertinent to your business. 
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Customizing the Reporting System: The Groundwork (1) 

Define business functions and objectives 

Defining business functions is necessarily the first step. 
- The example in the introduction section of the presentation defined a 

company with three mica1 business functions, but your company mll 
definitely has more complex structure 

Defining business objectives is the second 
- What every business function wants to achieve 
- It is important for all top management to be involved in this process 

INSTRUCTOR'S NOTES 
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Exercise 

M a t  key business function do you think is specific to your organization? 

What rnformatron do you belreve IS required on a regular basts M control. plan 
and measure performance on thrs funchon7 

Is this information available in a regular, accurate and timely manner? 

What changes in reporting do you think can help management control, plan and 
measure oerformance on this function? 

INSTRUCTOR'S NOTES 

EXERCISF : 
Ask each participant to write down one key business function 
specific for his company and determine the information that 
would be required on a regular basis to control, plan and 
measure performance on this function. 

Conduct a discussion by asking 2 or 3 of the participants to 
present their case and the other to respond with their thoughts on 
the appropriate business requirements. 
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I Customizing the Reporting System: The Groundwork (2) 

Examine what data and information is available 

I - For every business function check what lists and reports are already 
maintained by the company. 

Do they cover all the busmess funct~ons? - Do they pronde tlmely and useful ~nformabon? 

INSTRUCTOR'S NOTES 

EXERCISE : 

Ask the participant to write down any additional information that 
they think is required for the specific reports covered in the 
previous exercise. 

Conduct a discussion by asking 2 or 3 of the participants 
(different from those 2 or 3, who presented new business 
functions) to present their thoughts on additional information 
required. 
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Check What Data Business Functions Produce 

J - m e ~ e  are the data lists that we have 

- (0 

INSTRUCTOR'S NOTES 

We have already discussed what a company needs to know to 
conduct the three basic activities that we outlined above. 

*In purchasing area 

*In production area 

*in sales area 

Managers have already specified some areas specific to their 
company. 

Now they should check the availability of data. 
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And What Management Reports You Usually Receive 

4 - I usually receive only there reports 

- 9 9  

NSTRUCTOR'S NOTES 

Uter outlining data needed to support basic activities we have 
lamed the reports that can provide us with the required 

information in each area. 
Managers have already identified some specific reports for their 
company. 
Now they should check the availability of reports. 
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I Customizing the Reporting System: The Groundwork (3) 

Examine who needs information 

Once business functions have been defined, determine who may influence 
the process - What information do they need and how trequentty do they need it to work 
effectively? 

Determine the distribution of reports appropriately. 
- Top management should get all reports. especially when determining 

strategy - Middle managem should be assigned specific repotis but have access 
to all of them tor measuring and meeting objectives assigned by top 

INSTRUCTOR'S NOTES 

Ask each participant to write down who may need the information 
from previous two exercises. 

Then ask several of them to explain why managers need this 
information. 
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What Do You Need to Run Your Business? 

INSTRUCTOR'S NOTES 

Each manager should analyze what information he needs to 
effectively run his area of the company. 

The results of this analysis should be summarized (may be with 
previous discussion on the management meeting) and checked 
against the availability of information and resources needed to 
produce the reports. 

Based on this analysis a reporting schedule (what reports, when 
and by whom produced) and distribution list (who and when 
receives what report) is created and made official by 
management order. 
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Now You Are Ready To Customize the System By Modifying Lists. 
Columns, and Add Additional Summaries to Reports 

Determine the applicability of the suggested lists and repom - Find what information is missing 

- IS this information available? 
- try not to remove any items, only add to them 

INSTRUCTOR'S NOTES 
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I Establish Sources of Data 

A most critical step as the data source usually defines the relevance and 
accuracy of the data 

First map out the flow of data for each column on the lists 
- where does the data originate, who sees it. who stores it? 

Choose a point at which to 'pick off' or receive the data for storage on the 
lists 

- define closing days (dates) for weekly and monthly informam - If data for a list or report comes from more than one source, ensure that the 
different sources are consistent 

- a common problem is that different departments use difterent codes 
lo identify products, customers. materials etc. 

- - - 

INSTRUCTOR'S NOTES 

DlSCUSS 
Based on the previous exercise, ask the participants how they 
would define the sources for the information requirement that 
they picked out. 
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Decide Timing of Information to Be Received 

Decide timing of information to be received by careful comparison wiih 
objectives 

Decide the frequency of reports required to meet your business 
objectis: 

- reports should be regular, i.e. daily, week&, monthly (never less 
than monthly) - more severe company problems dl for weekly or daily 

monitoring - information should reach the user in time to take concrete action. 
for example: 

- receivables information in time to anaiyze customer status 
before further deliveries 

- information on inventory. order position and cash flow in 
time to avoid stock-out 

Remember. if information comes too late to take action. 

it is worihless! 

INSTRUCTOR'S NOTES 

DISCUSS 
Ask participants also to consider how often would you need to 
report this information so that it is useful for decision making. 
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Customizing the Reporting System: Establishing Proper Data Sources 
and Responsibility Is Critical to Success 

Assign responsibility to maintain each list - Consider the function of the business, the information flow through the 
business and the process of collecting and storing data . Consider quality and extent of existing data 

Use available resources and skills to the best extent 

I Remember, the data source and person responsible will 
determine the quality o f  the data and information! 

INSTRUCTOR'S NOTES 
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Readjust the Selected Source and Person Responsible 

- Consider if the person assigned is motivated to manipulate the data for any 
reason 

- if so, reassign - Is the person capable and responsiMe - if not, train the person or reassign - WIII the new list have data more accurate than what is availme now 
- if not. then reestablish source - Is all responsibility for maintaining the lists assigned to accounting 

department personnel 
- if so. you have not got a good grasp of the point of installing a 

management reporting system (additional controls. additional data. 
timely and accurate reports to management - not to me tax authority. 
information with which to make decisions) 

INSTRUCTOR'S NOTES 
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Customizing: How Long Will It Take? 

Establishing a reporting system for your organization can take anywkre from 6 
weeks to 6 months - depending upon factors such as 

The stze of the busmess 
- A IarQer busmess will necessanlv reaulre more bme 

I - At the Same time. Custom~zing the MRS for a large business h t  has a 
high degree of computerization. will requore less time 

The nature ot business and to what extent customization is required 
- A complicated production process, a large number of poducts. a 

complex sales structure, eh.  will all increase the time rewired for 
customizing 

The state of the existing reporting system - for financial or tax purposes 
- A well running financial or tax reporting system will greatly faciliate the 

setting up of a management reporting system 

The level of motivation of stan inwhed 
- Eager and motivated personnel can aiways do the job quicker and 

more effectively 

INSTRUCTOR'S NOTES 
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Customizing: How Much Will It Cost? 

I The cost of establishing a reporting system for your organization will depend on 
factors such as: 

The time required to customize 
- The longer it takes, the greater the cost in monetary terms as well as 

in terms of person-days. 

The size of the business 
- Customizing for a larger business will necessarily require more time 
- A larger business may alw require a computerized system to produce 

the reports on time. - The nature of business and to what extent customization is required - A complicated production process, a large number of products, a 
complex sales structure, etc. will all increase the cost of customizing. 

I - The state of the existing reporting System - for financial or tax purposes 
- A well running financial or tax reporling system will grealiy reduce me 

I cost of customizing 

1 . The level of motivation of staff indved 

INSTRUCTOR'S NOTES 
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Customizing the Reporting System: The Team 

m e  customizing process should be driven by top management. 

Start with a decree issued by the General D~rector 

A team leader should be chosen who has a good undemanding of the 
information requirements of the organization 

Management reporting deals with the organization as a whole, not with 
isolated functions 

The team should be cross-functional 

Include people from different departments 

People who will eventually be involved mth creating and using the repom 
should help define the system 

INSTRUCTOR'S NOTES 
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Seminar Agenda 

Agenda and Seminar Objectives 

Session 1: Introduction to Management Reporting Systems 

Session 2: What is the system and how do you use it? 

Defining lists and reports. yt l e5 ,  accounts recervable. Cotshed Oroducls inwntory 
repwts 

Session 3: What is the system and how do you use it? 
. Raw mateMIs inventwy. purchasing reports 

Session 4: Making the system a realii- Customizing the system 

Session 5: What is the system and ho\r do you usa it? 

. SumnurfRpatCuhFlar ,bubrmfmi 

Session 6: Using the Management Reporting System 

Session 7: Making the system a real* - Implementing the System 

Session 8: Summary and review of assignment 

INSTRUCTOR'S NOTES 
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Session 5: What Is the System and How Do You Use It? 

The -is an important business control and planning 
tool - especially in the current economic environment 

The -and the c a s h g i w  you a snapshot of overall 
operations 

The entire reporting system can work together to assist the top menaganent 
team of a company d t h  Control. Planning and Measuring Perlbrmance 

INSTRUCTOR'S NOTES 

Remind participants that in the introductory section we talked 
about strategic information, which usually results from processing 
several lists and reports and involves several different 
departments of the company. 

All the reports introduced in this section are more complicated 
and will require more management attention than those discussed 
earlier: 

*The barter transactions lists and reports 

*The summary report 

*The cash flow report. 

There are some reports that will not be covered during the course 
of the day: production, work in process inventory and accounts 
payable. The handouts that will be provided to the participants at 
the end of the day contain detailed instructions on the 
preparation and use of these reports as well as blank templates. 
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Tracking Barter Transactions Is Essential in the Current Environment: 
The Barter Transactions List Is a Useful T w l  I 

INSTRUCTOR'S NOTES 

Our experience with Russian companies indicates that more than 
half of company trade is done in barter. 

We have analyzed several separate barter transactions, which 
confirmed that most companies are losing money in the barter 
process. 

It is not within the scope of this presentation to go into details on 
barter deals - but still we think it is necessary to stress that it is 
better for the business and management to trade in cash (or 
other cash equivalents) and try to reduce the number of barter 
deals. 

Meanwhile, strict control should be placed on all the barter 
transactions by the company management. 

This section of the presentation on barter transactions 
demonstrates how this control can be organized. 
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INSTRUCTOR'S NOTES 
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Barter Transaction List: Maintenance 

Due to the compfexity of barter transactions (invohment of 
Several different departments, lack of reliable market information kc 

to the value of goods exchanged, etc.) special attention and control \ -~~l, 
should be established by top management over these transactions. 

Barter transaction list: - IS loin* prepared by purchasing and sales stafl on the basis of raw rnatefials 
and components requisition requlrernents (triggered by safety stock 
indicators), and availability of finished products that can not be sold at 
market prices 

INSTRUCTOR'S NOTES 
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Barter Transaction List: Content 

This list shwld  include the following basic data (any additional h+-l details may be included, i f  required): 

Product offered by company tor batier 
i --, 

- product identification number 
- product name 
- unit of measurement 
- quantify available for sale - transaction quantity of the company product 
- production Cost 
- market price, it available 
- delivery terms and cost (if paid by the company) 

Matenal and component offered in exchange 
- material and component inventory identification number 
- material and component name 
- unit of measurement - requirements to replenish the stock 
- bansaction auantitv of material or commnent 
- delivery tenis and cost (if paid by the -party) -. 

INSTRUCTOR'S NOTES 
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Barter Transactions List: l i p s  on Completion and Use 

The bsts can be prepared for every product or every material 
and component (depending on current company practice). 
List maintaining process can be manual or computerized. 
The list is prepared (updated) jointly by sales and purchasing staft based on: 

Raw materials and components requirements (triggered by Safety stock 
indicators) . Availability of finished products that can not be sold at the relatidy amactive 
cash prices 

The list IS reviewad by sales and purchasing depamnent managers and 
transaction should be conducted only aI(er authorization by top management. 

This list is used by sales and purchasing staff to: 

Approve barter transactions 

Monitor barter transactions 

INSTRUCTOR'S NOTES 
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I A Useful Report Can Be Generated From the List of Barter Transactions 

INSTRUCTOR'S NOTES 
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Barter Reports: Maintenance 

I 
Barter reports can be produced by purchasing or sales stan or 
managers (depending on prevailing company practice) at  required 
intervals (daily, weekly or monthly) from barter lists: J 

Barter reports can be a summary of authorized barter transactions at some 
point of time grouped by material or component. finished poduct. etc. 

Barter reports can take several forms depending on requirements 
- barter sale 
- barter purchases 

Barter reports can supplement Sales and Purchasing reports (additional 
tnformabon that the transaction is bafter transaction can be included in both I - .  
the sales and purchasing reports by adding a field) 

-I 

INSTRUCTOR'S NOTES 

The barter report is an effective tool to control barter 
transactions. It is probably the only document where both sides 
of all transactions are recorded together, therefore, it may be the 
only means of reconciling barter transactions. 
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Barter Reports: Use 

Barter reports can be used by purchasing and sales managers: 

To monitor sales and purchasing process and promptly react to 
contingencies J - To know the quantity of goods shipped, materials and components to be 
received in exchange 

To plan purchases and conserve cash 

- To reconcile receivables and payables on barter transactions 

By top management: 

To analyze and control barter transactions 

To analyze and control barter pncing - To analyze production. sales and purchasing activities of the company and 
amend them, if necessary 

To facilitate planning pmcess 

- To conduct cash planning 

INSTRUCTOR'S NOTES 

The barter report can be an extremely effective management tool. 

By recording both sides of the barter transactions in one place. 
the company can better track sales and purchases on barter. 
Purchases can be planned more effectively and cash can be 
conserved by relying on materials and components received 
through barter. 

The barter report will also assist in accurate and timely 
reconciliation of receivables and payables (as discussed earlier. 
a major implementation problem) 

The barter report will provide important input for the cash flow 
report (the barter part of cash flow) which we will discuss later in 
this session. This facilitates better planning and control of 
operations 

Ask the participants to describe how a barter transactions report 
would help them control and plan operations 

What format would such a report take ? 

Keeping in mind the discussion on customizing and 
implementation! 
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Seminar Agenda 

Agenda and Seminar Objectives 

Session 1: Introduction to Management Reporting Systems 

Session 2: What is the system and how do you use it? - Detininp lists and reports. sales, accounts recelvabk. finbshed products ~nventay 
repom 

Session 3: What is the system and how do you use it? 

Raw matenals inventory. purcMsing reports 

Session 4: Making the system a reality- Customizing the system 

Session 5: What is the system and how do you use it? 

Summaw reDMt. Cash flow, barter reoorl 

Session 6: Using the M a n a m  Reporting Systsm I 
Sess~on 7 Maklng the system a real~ty - lmplementtng the syslern 

Session 8: Summary and review of assignment 

INSTRUCTOR'S NOTES 
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Session 6: Using the Reporting System 

Using the reporting system as a whole 

Example: How can we meet our working capital requirements? 

- Case: ElectmPowerTo~ 

INSTRUCTOR'S NOTES 

Now that we've been through lists and reports. talked about how 
to put them into practice and run the MRS? WHAT DO WE DO 
WITH THE REPORTS? 
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Management Reports Can Be Used to Make the Following Decisions I 

that can be 

INSTRUCTOR'S NOTES 

We have already looked at some situations where reports work 
together to support decision-making. 
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Management Reports Are Closely Related and Work Together 

1 
A numbsr of ma management npom are c h l y  ~ I a t e d  and iror* together 
m create s compkte prcture of the orpan8zahon 

e g The production. sales and hnlshed goods mveotory are bound by the ldlornnp 
relatlonshtp (m terms of unrts. M uung a CMlslstent valuatnn methodology) 

Anshed goods 
wentory at the 

Fineshed gODdr 

bqmnlng of the + ~ r o ~ l c t t m  - Shamenis = at me em 
Of the pemd 

Denod 

- E g. uung the produclmn. raw maleMIS Inventory. finlshed poods Inventory and 
purchase order repat together to determine lulure purchases 

INSTRUCTOR'S NOTES 

We saw with Plastic manufacturing and also in the previous 
examples, how for management to get a complete picture of the 
organization's activities, they need to look at two or more reports 
together. 
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e.g. The net cash flow has been declining tor the past 6 months. 
even though it is still positive. the organization is losing cash each 
month 

INSTRUCTOR'S NOTES 

Analyzing reports over time can provide very useful indications of 
what is likely to happen in the future. For example: 

*Sales trends 

*Production trends 

-Trends in the sales to a particular customer 

-The behavior of aging of accounts receivable 

*Trends in payables i.e. are we continuing cash positive 
operations only by building up payables for energy and taxes 
-The movement of cash over time. Where have the funds been 
coming from and where are they going? 

DlSCUSS 
Ask the participants how they believe trend analysis can help 
them understand more about their business and what to except in 
the future. 
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Some of the Decisions Require the Use of Several Reports 

Management Dec~ fmn  

INSTRUCTOR'S NOTES 

This slide shows an example of what management decisions can 
be made using the reports described in this presentation. 

This is not an exhaustive list of management decisions. 

DISCUSS: 
What other decisions can be made (or are already being made at 
your organization) using management reports? 
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Example: How Can We Meet Our Working Capital Requirements? 

This decision reguires asking the following questions : 

What are our sales results and estimate' 
- Sales reports are helpful in determlnlng sales trends 

. How much do we need to purchase lo pmduce required 
products? 

- Raw materials inventory report 
- Purchasing requirements report 

( . HOW much cash do we have to purchase materials required? 
- Cash flow remrt 

INSTRUCTOR'S NOTES 

Managing working capital is an issue for all companies in all 
countries, but this problem is probably more important in Russia 
today. 
This example demonstrates the use of management reports in 
decision-making. 
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Example: How Can We Meet Our Working Capital Requirements? 

Example : 

UraIMet is a smI I  company mat produces SmaN quantiti.5 of dithmnt exparimenu1 
metal alloys. ns cusmmers a n  sred companies mat produce special *p .s  of -1. 
Being a small company, UralMet has a limitmi amwnf Of &ing w i t 6 1  and dewnds 
heavily on quick product m o n r  

Recently a major customer shrtsd producfion of a new type of sh.1 and mqwmrd 
new alloy. 

Omen for me OM product haw dropped signifiunffy. 

me company can not seN me ow alloy, but d a r p . ~ m ) y  needs money m punhaw 
materials for new alloy production. 

What should management do m get me uth need&. 

Some of me current monfh n p o m  am mady and e m K t s  from th.m am provided in 
me following slides. 

INSTRUCTOR'S NOTES 
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What Do We Need: The Raw Materials Inventory Report 
: 1 

Produd~on has assured you Mat Mey can produce any alloy m 
requrred quantitres. SubleCt to ava~labrbty of raw materrals. J 

Raw Materials Inventory Report 

The company urgently needs to purchase raw materials to continue 
production of new alloy. 

INSTRUCTOR'S NOTES 
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I HOW Much Will It Case The Purchasing Repon 
I 

I Purchasing Reporl 

I TO purchase the required materials the company needs RUR 202.5 million 

INSTRUCTOR'S NOTES 

Columns "Required to purchase" and 'Required to order' may not 
be the same if orders are placed with different suppliers. For 
example, if zinc was to be purchased from different sellers, it 
would be necessary to include suppliers' codes and names, as 
well as how much cash is required to fulfill each order. The table 
called 'Purchasing (Summary and Cash Requirements)' in the 
handout contains a detailed description of the fields that can be 
included in this report. 
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Do We Have Enough Money to Purchase Required Materials? 

Having determined the quantity to be 
purchased and the amount of cash 
required, the next step is to 
determine the availability of finances - Do we have the cash available to 

purchase what we need? 
- Cash flow report : Indicates 

extent of availability Of cash 
for purchases 

- UralMet will run its cash currently company will not 
reserves down to zero. have enough cash. 
jeopardizing purchasing in 
May 

- The management reports 
provide an eariy warning 
signal for an upcoming cash 
crisis 

INSTRUCTOR'S NOTES 
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Where Else Can We Get Additional Funds From? 

Do we expect cash hom A/R 
or need to make some 
urgent payments? wo at* 4 - l ~  I .I ,I 

-A/R and A/P reports: e... D... D... om 
mdtcates amount of 

TstU I 8  IC U U 
recewables and payables 
due 

The company expects to receiw 4.9 
billion in receivables and MY 50 

I ,.I.I a' Net cash (2) billion. - 
No cash available for purch 

INSTRUCTOR'S NOTES 
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What Should We Do to Improve the Current Situation? 

Accurate and timely management reports can help managers evaluate their 
Situation in different areas of cormrate activity and make a decision that will 
lead to improvement in ihe situaiion. 

Management r m r t s  do not always aive direct a n s m ,  bul they do wovide 
indicitions. ~anagement needrto &y on experience. available mar*& 
options, knowledge and experience of their personnel. 

In the s~tuatson tMt we p remed  lor yarr analysls management aslied the sales and 
purchasmg department managers lo vwk out several w t m s  

- ask buyen to speed up crednt payments 
- defer for 30 d a s  oament 01 accounts oavable . . . . , - ourchase raw malerlals iof over 30 o a y ~  credlt 
- Sell old alloy5 n t h  sngmhcant d ~ ~ n t  la1 a loss tor me cungany). M vim 

I . The sales department tound a  buy^ for the whole lot 01 old alloy (500 kg.) a1 lim 
pnce equal ~roduclcm cost and managemenl made a d e c w n  lo 4 1  nmaR Prom lo 
get *orklnp capnlal tw new alloy productla, I 

INSTRUCTOR'S NOTES 
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Case: ElectroPowerTov 

This case demonstrates how management can use the repotis provided by 
different departments to correct emergency situation at one of the produci 
lines. 

NectroPowerToy is a small company pmducing elxtr ic toys (one of the product 
lines produces two models of electric bucks) and sellmg them at the toy stores 
around the regron. 

Before the weekly Monday momIng management meeting General Director 
received a set of week@ reports prepared by the company dWUrbnenh. 

At first glance everything lwkedalmost normal one week before the mmth-end. 
but there were some troubling pdnts. 

Can you identity them? 

INSTRUCTOR'S NOTES 

Each participant should receive a copy of the handout on the 
case ElectroPowerToy. 
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ElectroPowerToy: Identifying the Issues 

A P m h :  . Study each repon or extracl presented in Re handouts 

Make a note of the imponant t u w s  that you fed muld mndK;ale an emstmq or 
potent~al problem 

Identify any addrttonal acts brought out by me reports that uxlld Uxltnbuie to 
decmon mabng w problem sohng 

ldenttfy aM111mt ,ntorrnatlon that you may need to make an lnformed ludgment. 
e.g. - WhO would you question at the management meeting and -1 q-I- 

would you ask 

HINT 

YOU DO NOT HAVE TO PERFORM ANY COMPLICATED ANALYSES ON THE REPORTS 

INSTRUCTOR'S NOTES 

Allow the participants about 20 minutes to analyze the set of 
reports, using the approach outlined above. 

If there are a large number of participants, you may want to 
organize them into groups of 4 to 6 people each for the purpose 
of this exercise. 

Ask the participants to put their analyses down in writing so that 
they can compare their analyses with the discussion later. 

Go through the next slide conducting a discussion around each 
point. Did the participants come to the same conclusion? What 
problems or issues did they have analyzing the reports? 
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ElectroPowerToy: Preliminary Analysis 

General Director looked through the reports and made some notes: 

One week before month-end company had a net positive cash from 
operations 

Accounts receivable are still high, but new credlt policy slowly taking effect 

. There were no new purchasing requests 
- the last approved one was a purchasing request for electric motors 

(transaction was done as a barter deal) 

Production plan was almost completed 
- incomplete units lack electric motors (we already ordered them) 

- Sales were a little behind the schedule (ask Sales Manager what's going on) 

Considerable off-specification finished goods tnkntwy (ask Warehouse 
Manager why) 

INSTRUCTOR'S NOTES 
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ElectroPowerToy: Management Meeting 

Management meeting: 

Sales Manager 

My department can easily meet the plan targets. we have several small 
one-time sales contracts (especially for dump toy trucks), but we can not 
fulfill them because finished product inventory is at the safety level and I 
do not want to sell safety inventory. which is reserved for a preferential 
customer ( a large contract with monthly shtprnents) 

General Director - Production claims that they are on target. What is gang on? 

Warehoure Manager . We have excess of off-specification finished goods. All of them are 
missing one part - an electric motor 

Production Manager 

We do not want to stop the production line because of one missing part. 
so we continue assembling and shipping trucks mthout the motor to me 
finished good warehouse 

INSTRUCTOR'S NOTES 
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ElectroPowerToy: Management Meeting (Continued) 

General Director 

Why do we not have motors? 

Purchasing Manager - We ordered them two weeks ago in exchange tor our toy bucks (barter 
transaction). They are ready to ship as soon as we complete our part of 
the deal -- to ship them dump t ~ c k s  

General Director . Now everything is clear to me: 
- we have almost finished products, but we can not finish them 

because we do not have motors 
- we can not get motors unless we ship ready trucks 

What are the General Director's action options? 

INSTRUCTOR'S NOTES 
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ElectroPowerToy: Available Options 

The following options were investigated and decisions made: 

I Opttons Probab~llty 1 Time requlred Iconsequences [Dec~s~on 
IRe-negot~ate lunl~kel~ to 12 days to (9 days w~thout IAt least 
the barter Iagr= I negotiate, at motors 

Ideal least 7 to I 
complete 

safety stock 

contact at 
nsk . 1 

Buy wlth poss~ble 1 day to order. 4 days mlhout Order 
cash 3 to recew motors motors. 

motors pay 
cash . 

INSTRUCTOR'S NOTES 
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I I 
Assignment for Review 

1. Complete a set of management reports (as described in the tools and I 

I I I handouts) for your organrzatton I 
2. Observe how these reports compare to m y  existing financial or 

I I management reports that exist in the organization I I 1 3. Observe thessues and problems faced rn creatrng these reportsrts I I 
1 1  

I i 4. Identi@ how these reports need to be modified or developnd further to 
meet the specific needs of the business 1 

1 

I i 5. Greats an ourrrne lor curtomrzrng a repomng system mat mfr meet your 
organization's requirements, based on the above 4 steps 1 

I i 6. Drscuss me complete6 set of reports wrtn the top management team, an 1 

identify what the repom tell you about the organization and m operationsd ' 

-w 

INSTRUCTOR'S NOTES 
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Wrap-up Session 

There will be a wrapup session to review the assignments and Summarize the 
key elements from the seminar. 

The main objectives of this session will be - Check the participants' understanding of the concepts. processes and 
tools pfesented in the first part of the seminar - Use the experiences of the participants to bring out the real pobkms and 
issues ~n customizing and ~mplementing and using the MRS for 
management decision making 

INSTRUCTOR'S NOTES 
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Seminar Aaenda 

Agenda and Seminar Objectives 

Session 1: Introduction to Management Reporting Systems 

Session 2: What is the system and how do you use it? - Defining lists and repwts, sales. accounts recewable. hntshed prodvcls anwentory 
reports 

Session 3: What is the system and how do you use it? . Raw materials inventwy. purchasing repms 

Session 4: Making the system a reality- Customizing the system 

Session 5: What is the system and how do you use it? 

Summary report. Cash Flm. barter repon 

Session 6: Using the Management Reporting System 

I Session 7: Making the system a reality - lmplementlng the system I 
Session 8: Summary and renew of assignment 

-7-5 

INSTRUCTOR'S NOTES 
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Session 7: Making the System a Reality 

You have a set of lists and repofts + 
You know how to customize them to meet your needs + 
You now need to put the system into action: IMPLEMENTATION 

Implementing the MRS properly ensures - The system wdl do what YOU want it to do 

You know what you're gettlng: Accurate ', , - You get the information when you need it: Timely ~ ~ - You get what you need to: Concise 

. YOU get it as a routine: Regular 

You add value: Cost end ive  

INSTRUCTOR'S NOTES 

Implementing: putting the system into action. 

In this section we talk about planning the implementation process 
and the various issues that participants are likely to face while 
implementing the system. 
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Implementing the System: Planning Implementation 

A detailed plan will lead you through the implementation successfully 

Establish objectrves and targets for the system 

Identity and assign project manager - choose the best - Divide the implementation into identifiable tasks 
- establish data source and responsibility 
- identify how lists will be maintained 
- set timescale targets for list implementation 
- assign report preparation responsiblitres 

areas plus overall) 
- assign system administration responsibility (senlor manager of all 

- Assess resources available - personnel required, their level of skill. dependabdity 
- resources such as office space, communications equipment. r m  

production and distribution tacilities - computer equipment (if computerizing the system) 

INSTRUCTOR'S NOTES 
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Implementing the System: Planning Implementation (2) 

Prepare a schedule detailing any purchases or seMces requtred and 
corresponding expense - Prepare detailed budgets for both internal and external expenditure 

Cany out the plan - begin with an executive order and a pep talk horn senicn 
managers . Monitor and control the progress of activities. make adjustmentslconections 
as necessary 

INSTRUCTOR'S NOTES 
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Managing Implementation: The Planning and Control Cycle 

INSTRUCTOR'S NOTES 

Page 5 



Implementing the System: Identifying Individuals Tasks and Assigning 
Responsibility (Example) 

Customtze the system and N m b .  
break mto mamgeable parts hlomw. 

B e r n  
m s e  11 w Assess resources aviuktde 
AvalfaMe Resources 

Plan fw tratnirq 

Phase Ill : Budgeting Aan fw bdgenng and 
and P!annmg finance 
Phase N : Instalk&m imptement and test me 

s e e m  
Phase V : Mooitonng Marltoring 6 retin~ng me 
6 Conhd Implementatm process 

Implementatton 
team 
Imprementatton 
Team 

INSTRUCTOR'S NOTES 
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Implementing the System: Sample Schedule - For a Smaller Company 
lime Can Be Reduced 

INSTRUCTOR'S NOTES 
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I Implementing the System: Typical Problems Encountered During 
System Implementation (1) I 

Unrealistic goals or deadlines for implementation - Scheduled over too long of a time to help solve problems - Scheduled to be too quickly implemented to be installed correctly 

Planning problems 

. Poor planning creates poor results 

Inadequate controls have been designed into the system and inaccurate data is 
produced . Those preparing the reports or lists are motivated or able to change data 

inappropriately - The wrong data is supplied to the list maintainers 

. The directions for creating the reporls hom the data do not include all 
possible situations 

INSTRUCTOR'S NOTES 

Page 8 



Implementing the System: Typical Problems Encountered During 
System Implementation (2) 

The wrong project manager was selected - Must have management ability and overall business understanding 

Should be well-respected in the firm 

Must have the authority to e f fec t i i y  install the system 

Must have confidence to make changes allowing proper instatlatkm 
- he will encounter ditlerent wessures 

- from users at lower ievels who have to change their work 
habits and maybe have to do something new 

- from the general director who expects results. and quhkly 
- from department directors who are unsure about allomng 

release of data irom their areas that may reflect operatioms 
in that particular area differently (or more accuratety) than 
they desire 

INSTRUCTOR'S NOTES 
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1 Implementing the 'System: Control Issues to Cover During the 
Installation (1) 

I 
1 Make continual checks tor completeness I 
1 All of the data which should be processed is processed 

- pre-numbered documents with sequence checks 
- checking each processed document against the input forms 

Ensure accuracy I . All the data is processed accuratety 
- rigorous data validation and verification routines through 

- format and range validation checks. regular 

*N4lt- reconciliation with related reports 
checking and ensuring a consistent coding system 
variance anabis to rneaningfulty explaln 

INSTRUCTOR'S NOTES 
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Example: Both the Sales and Accounting Departments Cunently 
Maintain Receivables Lists... 

The sales department is the primary source for data on shipments lrherorr 
the accounting deparhnent is the primary Source of data for recei~is - The 
data on the hvo lists never seem to match !! 

I t  has been our experience that the reasons for this do not involve 
manipulation of data. They can be as simple as: 

The rwo departments close their bwks on d i i r e n t  days 

. The data on receipts from barter transactions if not oftset -i.e. there IS 

tmth a receivableand a payable outstanding - which are actualiy 2 udes 
of the same transaction that has been completed - The sales department may record receivables at selling pnce, but the 
accounting department records it at cost tor tax purposes - The wrong cash receipt has been offset against the wrong customer 
account by one or both departments 

The departments have different customer codes - and are get6ng 
incorrect information horn each other 

INSTRUCTOR'S NOTES 
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Implementing the System: Control Issues to Cover During the 
Installation (2) 

Check for consistency - Information is comparable to previous repom and other reports *thin the 
system 

- 'sanity checks' - i.e. is such a situation possible 
- check that basic relationships between information hold 

- e.g. opening finished goods inventofy + production - 
shipments = closing finished goods inventory 

- variance analysis to meaningtully exflain deviat~ons 

Continually strive to improve timeliness . All data made available and processed as scheduled 
- monthly. weekly or daily 

Ensum authorizations are followed 

Approval for data processing has been enforced 

""7-D 

INSTRUCTOR'S NOTES 
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Implementing the System: If the Installation Is Not Going Well or Data 
Is Inaccurate Look lo r  the Underlying Causes of Problems 

Human error 

Commined unwillingly due to poor training or lack of awareness 

Technical error 

System infrastructure allows inaccurate data to be supplied without human 
error 

Poor managemen*rsonnel relations 

- Unmotivated personnel 

Poor security planning - this is a dangerous area (more later on this) 

Personnel are involved in fraudulent ac t~ t ies  - ensure careful recruitment - internal and external 
- try job rotation (disadvantage : stafl may requlre addibonal training) 

INSTRUCTOR'S NOTES 
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Implementing the System: Fine-Tune the Installed System to Fit Your 
Business Operations and User's Needs 

This is an ongoing process which should provide inpui for ongoing 
maintenance and improvement of ihe system. 

Incorporate a system of regular feedback horn users. using questions such 
as: 

. What additional information is crucial to effective decis~on making at you1 
level? 

Is the information available in time for effective decision making? 

Does the system help identify important problems and inefficiencies? 

Does the system help identity problems in advance? 

Is the information comparable over time? 

""7- 9. 

INSTRUCTOR'S NOTES 
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Implementing the System: Fine-Tune the Installed System to Fit Your 
Business Operations and User's Needs (2) 

Incorporate a system of regular feedback from individuals inwlved in  all 
stages of producing the lim and reports 

What are the problems in producing and receiving data lists? - What are the problems in creating reports? 

. What are Vle bottlenecks causing delays? For example: 
- staffing shortages 
- untra~ned stafl 
- communlcatlon problems 
- techn~cal and ~nfrastructure related problems 

Are there situations encountered where no defined procedure for 
processing exists? 

INSTRUCTOR'S NOTES 
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Implementing the System: Here Are Some Final Steps for Monitoring 
and Controlling the Installed System. 

Test for coverage/accuracykperability 

Are the reports consistent with each other? e.g. are sales. rece~ables 
and cash receipts from sales recorded on the same basis 

Is the information meaningful and relevant and is all information needed 
for meaningful dec~sion making covered by the reports? - Are there major obstacles in the production and delNefy of the reports? 

Test for user acceptance - IS the report more meaningful lo the user than existing repofts? . Do users need more training to a n w e  the reported information? 

Test for business improvement - Are business objectives being met? 

Test for security 

Is data or information being made availaMe to unwanted sources? 

INSTRUCTOR'S NOTES 
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Implementing the System: The Reports Don't Produce Information That 
Is Right- Could It Be Fraud? 
Fraud o r  manipulation of data 

. Dellberate actlon of lndwduals 
- creatton of I~ctll~ous suppher accwnts and submlssrn of hlse ~uoces  
- corruption and bnbery. wrt~cularty *re indduals are in a povtm of 

authority as regards rnaklng dectsrw on Supphers or selectlng belween 
tenders 

- mtsipproprtatlon of lncomlng checks lrom bona llde c u s t m  
- gwmg maulhonzed dlwounts to customers 
- ,nuentory 1-s. mcludmg short delwenes by d m  
- l c t ~ l ~ o ~ s  stall on the payroll 

To check for fraud or manipulation consider . Personnel have abllllv to comrnlt fraud 
~~ - - - - ~  , ~ ~~ - degree 01 access to cntml ~nlonnat~on 
- awlable llme to conduct lraudulenl actwry 
- ab!l#ty and motmtrn 01 me ina~oual - lndlcatrns 
- apparent wealth out of proponm to salary/grade 
- increased spendmng lncongwnt mm h l p ~ l  panems 
- assoclatlng mth emplOyeeJ horn ddferent oqanmatms 
- sagns of d8satlectlon tovards the organllatrn 
- &ng atter hours on a regular b a s .  mthout amrent  reason 

-1-$7 

INSTRUCTOR'S NOTES 
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Implementing the System: Long Term System Maintenance Is 
Necessary 

CorrMve Maintenance 

Eliminate problems 
- time delays 
- inaccuracies 
- lack of coverage 

Perfective Maintenance 

. Improve efficiency or effectiness 
- computerize 
- new list/remrt 
- new controls 

Adaptive Maintenance 

Adjust System to changes in the operating environment 
- shut down operations 
- starting new production 
- restructuring enterprise 

INSTRUCTOR'S NOTES 
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I Seminar Agenda 

Agenda and Seminar Objectives 

Session 1 : Introduction to Management Reporting Systems 

Session 2: What is me system and how do you use it? 

Defining lists and rwRS, sales. accounls recewable. finished products henlory 
reports 

Session 3: What is the system and how do you use it? 

I . Raw malenals inventory, purchasing rewrts 

I Session 4: Making the system a reality - Customizing me system 

I Session 5: What is the system and how do you use it? 
. Summary report. Cash Flow*, baRw r e m  

Session 6: Using the Management Reporting System 

Session 7: Making me system a reality - Implementing the system 

Session 8: Summary and review of assignment 1 
-t 

INSTRUCTORS NOTES 
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I Objectives of the Review Session 

Check the participant's understanding of the concepts. pocesses and 
tools presented in the first pafl of the seminar 

- Use the experiences of me pamipants to bring out me red pob(ems 
and issues in customizing and implementing and using the MRS for 
management decision making I 

I 

INSTRUCTORS NOTES 

The session should be conducted for the most part as a 
discussion, with the instructor acting more as a facilitator than as 
an instructor. 

The facilitator needs to identify and emphasize important issues 
brought out by the discussion, summarizing the discussion at 
various points and highlighting them by putting them on slides/ 
flip charts where possible. 
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Session 8: Summary and Review of Assignment 

Summary of the first day 1 
Review of the assignment - Management reports vs existing financial and tax reports 

How can these reports be modified or developed further to meet your 
specific business objectives and requirements . What issues and problems were encountered during the preparation ol  
these reports? and how can we resolve these issues and woblems? - Your outline for customizing the reports 

. Using the reporting system - Your experiences - s e w e d  case analysis 

Case: Rassobuv 

INSTRUCTOR'S NOTES 
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I We Started by Distinpuishingbtween Data and Information 

., 
Data analysis summanzed by product 

land processing >I 
Conc~se - it 1s t h ~  over at^ I Voluminous - as the 

detail is important 

Used tor control of 
basic, day to day 
transactions 

implications that are 
important 

Used tor planning and 
control of activilies and 
pr-- 

INSTRUCTOR 5 NOTES 

What is information? It is data that has been analyzed and 
processed to serve a specific purpose. 
The distinction between data and information is very important; 
and we will be returning to this concept when we talk of reports 
and associated lists that provide the source data for reports. 
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We Defined Management Information 

Concse 
- Set out clearly. mthout 

unnecessary l tms  

- Accurate 
- The u x r  shwld have 

conhdence that me ~nformat#on 
wdl not contam errors or 
OmlSSlON 

- Information should be free 
from any rnan~pulat~cm 

. T~rnely - Must be produced m tlme for 
m e  actlon to be Iaken on 11 

- Appropriate 
- Must be %#able lor the 

purpose lor wtlrh it u 
prod- 

Cost effective 
- Informatim should CMI no 

more to produce man me 
benefits whrh r m n  han it. 

Unbased 
- Thwesharldnotbeanybesm 

the snformahon due to the way 
11 has been presented or 
Pmduced - Consistent - m a t e l y  directed 

- Should be comparable across - Communrated to me penon 
time and wer depamnentsf r-wbb f a  me actim to be 
business units taken; wnRlml~I#ly 

consr6eramns must be taken 
into account. 

INSTRUCTORS NOTES 

We have seen what management information can do. Can any 
type of management information do this? 
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Management Reports Are Summaries of Operations and Cover Al l  Basic 
Activities 

Simple How of company activities is as follow: 

INSTRUCTORS NOTES 

What are the main activities of any manufacturing company? 

Buying feed materials from suppliers 

Processing those materials and supplies into finished 
goods 

Selling finished goods to the customers with profit 

This classification of activities can be extended to service 
companies as well. 

Management reporting covers all these operations. 
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I Business Operations Require and Produce a Lot of DATA 

INSTRUCTOR 5 NOTES 

The basic transactions are recorded in 'journals' or 'lists'. The 
concept of LISTS is important and forms the basis for the 
management reporting system that we have presented. 
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Management Reports Turn DATA Into INFORMATION 

INSTRUCTOR 3 NOTES 

Going back to our point about data and information -- 
management reports, by meaningfully summarizing and analyzing 
data, are an effective tool for managers 

After outlining data needed to support basic activities we can 
identify the reports that can provide us with the necessary 
information in each area. 

Some of the reports are specific to the area where they are 
produced, but some are produced and used across several 
functions -- cross-functional or summary reports. 
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Management Reports Cover All Levels of the organization 

INSTRUCTORS NOTES 

Management reports cover and are used across all levels of the 
organization: 

Starting from operational (day to day activity) 

To tactical (medium-term decisions) 

And up to strategic activities (long-term decisions) 

Management concentrates its attention differently at each level of 
organizational activity: 

At the operational level more attention is given to control 
and less to planning 

At the strategic - vice versa 

With tactical level in between 

Lists and reports are also used differently at different levels (and 
their content changes from daily transaction data to strategic 
information): 

Data lists are used mainly at the operational level to 
record and control daily transactions 

Basic activity reports are compiled from lists and are used 
by middle managers to make daily operational and tactical 
decisions involving control and measurement of 
performance 

Summary reports can be used by top management for 
decision making and for strategic planning 

Page 9 



We Discussed Lists and Reports in a Basic Management Reporting 
System 

L 

Creating and using lists and reports 

Suggested formats 

jsts and reports defined 

Sales ltsts and reports - Purchasing lists and repons - Accounts receiable lists and rewtts; Overdue recewabk.3 report - Acco~nts payable lists and reports - Finished product imentow lisls and r e w s  

- Work in process ~nventwy llsts and r e w s  

- Raw rnatenals acd components inventofy lists and r e w s  

- Production lists and reports . Barter transactions lists and reports 

Summaryreport 

- Cash flow r e w  

INSTRUCTOR 5 NOTES 

Each participant was provided with a handout that outlines the 
entire system and how it can be used, including blank templates. 
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Making the System a Reality: Customizing and Implementing the MRS 

First customize the system to meet your specific requirements 

Discuss your specific needs and business obiectives to determine 1 your 
managers or senior managers need additional information not suggested 
on the reports. 

- The lists and reports previously discussed above can form me basis 
for a management reporting system in almost any situation but may 
not be thorough enough for all companies. - Add on additional columns to the lists and additional summary items to 

reports in order to meet your company's additional needs. 
- By adding several minor modifications. the lisk and reports should 

blend easily into existing operations. 

Then implement and enhanu, the system in your business 

Plan the implementation 

Manage the implementation process through effective monitoring and 
controlling 

INSTRUCTOR 5 NOTES 

Management reporting by definition should serve management. 
therefore the need to customize the system and ensure that it is 
implemented carefully and properly. 
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All Participants Then Had an Opportunity to Get Back to  Their 
Organization and Put Into Practice What They Had Learned 

1. Complete a set of management reports (as described in Ma tools and 
handouts) for p u r  organization 

2. Observe how these reports compare to any existing financial or 
management reports that exist in the organization 

3. Observe the issues and problems faced in creating thace reports 

4. Identify how these reports need to be modified or dewtoped furlher to 
meet the specific needs of the business 

5. Create an outline for customizing a reporting system that mM meet your 
organization's requirements, based on the above 4 steps 

6. Discuss the completed set of reports ~ + t h  the top management team. and 
identify what the reports tell you about the organization and its operations 

INSTRUCTOR 3 NOTES 

All participants have had an opportunity to go through the above 
exercises and hopefu l ly  have done so !! 
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Aoenda of the Seminar 

Summary of the first day 

Review of the assignment - Management reports vs. existlng financial and tax mportr I 
How can these rewrts be modified or develooed further to meet vou~ 
specific business bbjectives and rquiremenk - What issues and pmblems were encountered during me preparation of 
these reports? and how can we resolve these issues and problems? - Your outline for customizing the reports 

Using the reporting system 
- Your experiences - selected case analysis 

Case: Rossobuv 

INSTRUCTOR'S NOTES 
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Management Reports vs Existing Financial and Tax Reports: The Sales 
List 

What data that is recommended is not present in the existing lists? 
- How will adding this data item increase the ut~lity of the existing lists? 

I - What additional data is provided in the existing lists? 
- How does this data add to the utility of the existing lists? I 

Who (which department) cunentty maintains and updates these lists? 
- Are there other sources for the same data. how do the swrces 

compare in terms of accuracy and timing? 

INSTRUCTOR 5 NOTES 

Ask the participants to answer the following questions based on 
the assignment they have completed using Questionnaire 1. 

Conduct a discussion. Your job is to act as a facilitator -- not to 
provide the right answers 

Make sure to periodically summarize the discussion and 
emphasize the important points. You may want to write them on 
to the slide itself! 
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Management Reports vs Existing Financial and Tax Reports: The Sales 
Report 

I What information that is recommended is not pesent in me exishng report? 
- How will adding this information increase the utility of me existing 

remrt? I 

. What add~t~onal lnlormahon 8s pronded on the exlshng report? 
- How does th~s ~nforrnahon add to the ubl~hl of the ensbng reporP I 

INSTRUCTOR 5 NOTES 
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Management Reports vs Existing Financial and Tax Reports: The 
Purchasing List 

- What data that is recommended is not present in the existmg lists? 
- How will adding this data item increase the utility of the existing lists? 

What additional data is provided in the existing lists? 
- HOW does this data add to the utility of me existing lists? I 

Who (which department) currently maintains and updates these lists? - Are there other sources for the same data, how do the sources 
compare in terms of accuracy and timing? 

% 

INSTRUCTOR'S NOTES 

Ask the participants to answer the following questions based on 
the assignment they have completed using Questionnaire 1. 

Conduct a discussion. Your job is to act as a facilitator -- not to 
provide the right answers 

Make sure to periodically summarize the discussion and 
emphasize the important points. You may want to write them on 
to the slide itself! 
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Management Reports vs Existing Financial and Tax Reports: The 
Purchasino Rennrt 

What miormatton that is recommended is not present tn the existing report? 
- How will adding this tnformation increase the utility of the existing 

remrt? 

What additional information is provided in the existing report? 
- HOW does this information add to the utility of the existing report? 

INSTRUCTORS NOTES 
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Management Reports vs Existing Financial and Tax Reports: The 
Accounts Receivable List 

What data that is recommended is not present in the existing lists? 
- How will adding this data item increase the utility of the existing lists? 

data is prowded in the exishng lists? 
HOW does this data add to the utility of the existing lists? I 

- Who (which department) currently maintains and updates these lists? 
- Are there other sources for the same data, how do me sources I 

compare in terms of accuracy and tlmlng? I 

INSTRUCTOR 5 NOTES 

Ask the participants to answer the following questions based on 
the assignment they have completed using Questionnaire 1. 

Conduct a discussion. Your job is to act as a facilitator -- not to 
provide the right answers. 

Make sure to periodically summarize the discussion and 
emphasize the important points. You may want to write them on 
to the slide itself! 
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I Management Reports vs Existing Financial and Tax Reports: The 
Accounts Receivable Report 

What lnformatlon that 1s recommended is not present in me ex~stmg report? I 1 '  - HOW WIII addm thls lnformabon ~ncrease the ut~l~h, of the exlshna I 

- What additional information is provided in the existing r-? 
- How does this information add to Me utility of me exislng revorl? 

INSTRUCTORS NOTES 
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Management Reports vs Existing Financial and Tax Reports: The 
Overdue Receivables Report 

I - What information that is recommended is not present in the existing report? 
- How will adding this information increase the utility of the exsting 

remrt? I 

I - What additional information is provided in the existing report? 
- How does this information add to the utility of me existing report? I 

-- 

INSTRUCTORS NOTES 
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Management Reports vs Existing Financial and Tax Reports: The 
Accounts Payable List 

I I - What data that is recommended is not present in the existmg bsts? 
- How will adding this data item increase the utility of me existing lists? 

What additional data is prowded in the existing lists? 
- How does this data add to the utility of the existing lists? I 

Who (which department) currently maintains and updates these lists? 
- Are there other sources for the same data, how do the sources 

compare in terms of accuracy and timing? 

-n 

INSTRUCTORS NOTES 

Ask the participants to answer the following questions based on 
the assignment they have completed using Questionnaire 1. 

Conduct a discussion. Your job is to act as a facilitator --  not to 
provide the right answers 

Make sure to periodically summarize the discussion and 
emphasize the important points. You may want to write them on 
to the slide itself! 
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Management Reports vs Existing Financial and Tax Reports: The 
Accounts Payable Report 

I . What information that is recommended is not present in me existing report3 
- How will adding this information increase the utility of me existing I 

I What add~t~onal ~nformat~on 1s pmded in me exlshng report? 
- HOW does mls ~nformat~on add to the ut~l~ty 01 the exlmng report? I 

INSTRUCTORS NOTES 
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I Management Reports vs Existing Financial and Tax Reports: The 
Finished Products Inventory List 

I I What data that 1s recommended is not present In me exstlng l~sts? 
- How wll addmg th~s data Item Increase the uthty of me exotmg lasts' 

- What additional data is provided in the existing lists? 
- How does this data add to the utilily of the existing lists? I 

Who (which department) currently maintains and updates mese lists? 
- Are there omer sources for me same data, how do me sources 

compare in terms of accuracy and timmg? I 
.- 

INSTRUCTOR 5 NOTES 

Ask the participants to answer the following questions based on 
the assignment they have completed using Questionnaire 1. 

Conduct a discussion. Your job is to act as a facilitator -- not to 
provide the right answers 

Make sure to periodically summarize the discussion and 
emphasize the important points. You may want to write them on 
to the slide itself! 
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Management Reports vs Existing Financial and Tax Reports: The 
Finished Products Inventory Report 

I - What information that is recommended is not present in the ex1s6ng report? 
- How will adding this information increase the utility of the existing I 

I . What additional information is provided in the existing report? 
- How does this information add to the utility of the ensbng report? I 

INSTRUCTOR 5 NOTES 
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Management Reports vs Existing Financial and Tax Reports: The Work 
in Process Inventory List 

I - What data that is recommended is not present in the existing lists? 
- How will adding this data item increase the utility of the existing lists? 

. What additional data is provided in the existing lists? 
- How does this data add to the utility of the existing lists? I 

Who (which department) currently maintains and updates these lists? 
- Are there other sources for me same data. how do the sources 

compare in terms of accuracy and timing? I 

INSTRUCTOR 5 NOTES 

Ask the participants to answer the following questions based on 
the assignment they have completed using Questionnaire 1. 

Conduct a discussion. Your job is to act as a facilitator -- not to 
provide the right answers 

Make sure to periodically summarize the discussion and 
emphasize the important points. You may want to write them on 
to the slide itself! 
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Management Reports vs Existing Financial and Tax Reports: The Work 
in Process Inventory Report 

I What information that is recommended is not present in the existing report? 
- How will adding this information increase the utility of the exishng I 

I - What additional information is provided in tibe existing report? 
- How does this information add to the utility of the existing repoft? I 

INSTRUCTORS NOTES 
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I Management Reports vs Existing Financial and Tax Reports: The Raw 
Materials and Components Inventory List 

- What data that is recommended is not present in the existang lists? 
- How will adding this data item increase the utility o l  the existing lists? 

I - What additional data is provided in the existing lists? 
- HOW does lh6 data add to the utilily of the existing lists? I 

. Who (which department) currentty maintains and updates these lists? 
- Are mere other sources for IJw same data. how do the sources 

compare in terms of accuracy and timing? I 

8NSTRUCTOR 5 NOTES 

Ask the participants to answer the following questions based on 
the assignment they have completed using Questionnaire 1. 

Conduct a discussion. Your job is to act as a facilitator -- not to 
provide the right answers 

Make sure to periodically summarize the discussion and 
emphasize the important points. You may want to write them on 
to the slide itself! 
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Management Reports vs Existing Financial and Tax Reports: The Raw 
Materials and Components Inventory Report 

- What information mat is recommended is not present in the existing report? 
- How will adding thls information increase the utility of me existing 

rewrt? I 

I What add~t~onal ~ntormat~on IS pronded in the exlst~ng report? 
- How does thls lnformat~on add to the ut~l~hl  ol me exlshng report? I 

INSTRUCTORS NOTES 
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I Management Reports vs Existing Financial and Tax Reports: The 
Production List 

I I - What data that is recommended is not present in the exlstmg lists? 
- How will adding this data item increase the utility of the existing lists? 

- What additional data is provided in the existing lhsts? 
- HOW does this data add to the utility of the existing lists? I 

- Who (which department) currently maintains and updates these lists? 
- Are there other sources for the same data, how do the Murces 

compare in terms of accuracy and timmg? I 

INSTRUCTOR 5 NOTES 

Ask the participants to answer the following questions based on 
the assignment they have completed using Questionnaire 1. 

Conduct a discussion. Your job is to act as a facilitator --  not to 
provide the right answers 

Make sure to periodically summarize the discussion and 
emphasize the important points. You may want to write them on 
to the slide itself! 
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Management Reports vs Existing Financial and Tax Reports: The 
Production Reaort 

What ~nformat~on mat 1s recommended 1s not present In me ex,shng report? I - HOW WII~ aaa~ng th~s ~nformat~on lncrease the ut~t~ty of me eaahna I 
I rewrt? I 

What additional information is provided in the existing report? 
- How does this information add to the utilily of the existing report? I 

INSTRUCTOR 5 NOTES 
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Management Reports vs Existing Financial and Tax Reports: The Barter 
Transactions List 

I I What data that is recommended is not present in the exishng lists? 
- HOW will adding this data item increase the utility of the existing lists? 

- What additional data is provlded in the existing lists? 
- HOW does thts data add to the utility of the existing lists? I 

- Who (which department) currently maintains and updates these lists? 
- Are there other sources for the same dala, how do me s o u m  

compare in terms of accuracy and timing? 

INSTRUCTOR 5 NOTES 

Ask the participants to answer the following questions based on 
the assignment they have completed using Questionnaire 1. 

Conduct a discussion. Your job is to act as a facilitator -- not to 
provide the right answers 

Make sure to periodically summarize the discussion and 
emphasize the important points. You may want to write them on 
to the slide itself! 
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Management Reports vs Existing Financial and Tax Reports: The Barter 
Transactions Rcnnrt 

- What lnformatlon that is recommended 1s not present in the exlsbng report' I - HOW WIU addma th~s ~ntormat~on increase the u t ~ l ~ w  01 the exlshng I - . 
report? I 

I What additional information is provided in the existing report? 
- How does this information add to me uti11ly of the exsting report? I 

INSTRUCTOR 5 NOTES 
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Management Reports vs Existing Financial and Tax Reports: The 
Summary Report 

is not present in the existing report? 
increase the utilitv of the existina I - 

I report? I 

I - What additional information is probided in the emsbng report? 
- How does this information add to the utility of the existing report? I 

INSTRUCTORS NOTES 
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Management Reports vs Existing Financial and Tax Reports: The Cash 
Flow Report 

I - What information that is recommended is not present in the existing report' 
- How will adding this mformation increase the utility of the exsting 

rewrt? I 

I - What additional information is probided in the existing repoft? 
- How does this information add to the utility of the ensting report? I 

INSTRUCTOR 5 NOTES 
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1 Agenda of the Seminar 

Summary of the first day 

Review of the assignment - Management repom vs. existing financial and tax reports 

I - How can these reoorts be modified or deveiooed further to Met vour / I specific business~obtaetiy~s and rsquir& 

What issues and problems were encountered duma the DreWation of 
these reports? and how can we resolve these issuei and'prob(ems? . Your outline for customizing and implementing the reports 

Usmg the reporting system 
- Your experiences - selected case analysis 

Case: Rossobuv 

INSTRUCTORS NOTES 
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INSTRUCTORS NOTES 

Conduct a discussion by asking some of the participants what 
they defined as their business objectives and how the reports 
could be modified to serve these objectives - let the other 
participants respond 

Checklist: 

Sales reports 

Purchasing reports 
Accounts receivable reports; Overdue receivables report 

Accounts payable reports 
Finished product inventory reports 

Work in process inventory reports . Raw materials and components inventory reports 

Production reports 

Barter transactions reports 

. Summary report 
Cash flow report 

Your job is to act as a facilitator -- not to provide the right 
answers (unless of course you believe that there is something 
seriously out of line!). 

Use the following slides as aids for discussing specific reports. 
You do not have to use all the slides, nor do you need to go 
through them in the same order. 

Make sure to periodically summarize the discussion and 
emphasize the important points. 
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I How Can These Reports Be Modified or Developed Further to Meet Your 
Spec~fic Business Objectives and Requirements? 

I I me sales report I 

INSTRUCTORS NOTES 

Use this slide to summarize the participants comments. Use the 
report templates on the following slides. if necessary, to illustrate 
the effect of suggested changes. 

You can get the participants to present their own suggestions and 
modify the report templates. 
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Sales Report (Units) - Summarized by Product 

INSTRUCTOR 5 NOTES 
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Sales Repott (Amount) I 

INSTRUCTOR 5 NOTES 
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Sales Report (Summarized by Customer) 

INSTRUCTORS NOTES 
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How Can These Reports Be Modified or Developed Further to Meet Your 
Specific Business Objectives and Requirements? 

I The purchasing report b 

INSTRUCTORS NOTES 
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I Purchasing (Summary and Cash Requirements) I 

I t i i i  i i i i i  i i i i i  I 
I 
I 

INSTRUCTOR 5 NOTES 
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I How Can These Reports Be Modified or Developed Further to Meet Your 
Specific Business Objectives and Requirements? 

I The accounts receivable rewrt I 

mv9.U 

INSTRUCTORS NOTES 
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Accounts Receivable (Cash) 

INSTRUCTORS NOTES 
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-~ 

Accounts Receivable (Barter) I 

INSTRUCTOR 5 NOTES 
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How Can These Reports Be Modified or Developed Further to Meet Your 
Specific Business Objectives and Requirements? 

I The overdue receivables report b 

INSTRUCTORS NOTES 
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Accounts Receivable 

INSTRUCTORS NOTES 
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How Can These Reports Be Modified or Developed Further to Meet Your 
Specific Business Objectives and Requirements? 

I The accounts payable report ) 

INSTRUCTORS NOTES 
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Accounts Payable (Cash) I 

INSTRUCTORS NOTES 
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Accounts Payable (Barter) I 

INSTRUCTORS NOTES 
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How Can These Reports Be Modified or Developed Further to Meet Your 
Specific Business Objectives and Requirements? 

The finished products inventory report 

INSTRUCTOR 5 NOTES 
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Finished Products Inventory 

INSTRUCTOR 5 NOTES 
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How Can These Reports Be Modified or Developed Further to Meet Your 
Specific Business Objectives and Requirements? 

I The work in process inventory report ) 

INSTRUCTORS NOTES 
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-5. 

INSTRUCTORS NOTES 
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How Can These Reports Be Modified or Developed Further to Meet Your 
Specific Business Objectives and Requirements? 

I The materials and components inventory report I 

INSTRUCTORS NOTES 
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Materials and Components Inventory 

INSTRUCTORS NOTES 
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How Can These Reports Be Modified or Developed Further to Meet Your 
Specific Business Objectives and Requirements? 

I The production report I 

INSTRUCTORS NOTES 
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Production Report 

INSTRUCTOR 5 NOTES 
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How Can These Reports Be Modified or Developed Further to Meet Your 
Specific Business Objectives and Requirements? 

( The barter transactions report 1 

INSTRUCTOR'S NOTES 
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Barter Transactions 

II i i i  I I I 
I I 

I 
I 1 

I i 
I I I 

I 1  
I I 
I I I 

I I 
I I I I I I I I I I I 

INSTRUCTOR 5 NOTES 
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How Can These Reports Be Modified or Developed Further to Meet Your 
Specific Business Objectives and Requirements? 

I The summary report I 

INSTRUCTORS NOTES 
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Summary Report 

Key Pertormance lndiuton Jan Fob Mar Year to data 
RoduChOn 

Kav Woning Caoital Balances 314.11 28-Fob 3 l U u  
lccounts ~ c c e i v a ~ e  
Accounts Payable 
Ftntshed Gaodr lnvsntay 
Raw Matenal Inventmy 
WIP inventmy 

INSTRUCTORS NOTES 
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How Can These Reports Be Modified or Developed Further to Meet Your 
Specific Business Objectives and Requirements? 

I The cash flow report 1 

INSTRUCTORS NOTES 
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Summary of Cash Flow and Barter Transactions (Operating Activities) 

INSTRUCTORS NOTES 
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Summary of Cash Flow and Barter Transactions 

INSTRUCTOR 5 NOTES 
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Agenda of the Seminar 

Summary of the first day 

Review of the assignment 

Management reports vs. existing finamid and tax reports 

How can these reports be modified or develomd further to meet vour 
spec~hc busmess oqectNes and requlrements 

I - Whal ISSU~S and problems *rere encountered dunng th. pmparabon ot 1 
I these reports? and how can wn resolve these issuei and problems? I 

Your outline for customizing the reports 

Using the reporting system 
- Your experiences - selected case analysis 

Case: Rossobuv 

INSTRUCTOR 5 NOTES 
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What Issues and Problems Were Encountered During the Preparation of 
These Reports? And How Can We Resolve These Issues and Problems? 

I - Problems with identification of data sources I 

INSTRUCTOR 5 NOTES 

Ask the participants to answer the following questions based on 
the assignment they have completed using Questionnaire 3. 

Discuss possible solutions to these problems. 

Conduct a discussion. Your job is to act as a facilitator -- not to 
provide the right answers 

Make sure to periodically summarize the discussion and 
emphasize the important points. You may want to write them on 
to the slide itself! 
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What Issues and Problems Were Encountered During the Preparation of 
These Reports? And How Can We Resolve These Issues and Problems? 

- Problems with accuracy of data 

INSTRUCTOR'S NOTES 

Page 68 



What Issues and Problems Were Encountered Durmg the Preparation of 
These Reports? And How Can We Resolve These Issues and Problems? 

. Problems with gemng the data on l ~ m e  

INSTRUCTOR S NOTES 
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- Problems due to unskilled or unmotivated staff 

What Issues and Problems Were Encountered During the Preparation of 
These Reports? And How Can We Resolve These Issues and Problems? 

INSTRUCTOR 5 NOTES 
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What Issues and Problems Were Encountered During the Preparation of 
These Reports? And How Can We Resolve These Issues and Problems? 

- Problems wim acceptance of the lists (L reports 

INSTRUCTOR 5 NOTES 
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Agenda of the Seminar 

Summary of the first day 

Review of the assignment - Management reports vs. existing financial and tan reports 

HOW can these reports be modified w developed further to meet ywr 
specific business objectives and requirements 

What Issues and problems were encountered dunng the preparabon of 
these reports? and how can we resolve these lssws and problems7 

Your ouiline for customizing the reports I 
Uswig the reporting system 

- Your experiences - selected case anahlsls 

Case: Rossobuv 

INSTRUCTOR 5 NOTES 
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Your Outline for Customizing and Implementing the Reports 

- What are the business objectives that me reporting system should sene? 

- Who needs information, what specific information should be available to each 
person? 

What changes are required to me reports and what additional repom are 
required - What should be the source for each report? Who should be responsib? 

- What should be the frequency of each report? What changes in current 
operations may be required to achieve this? 

INSTRUCTOR 5 NOTES 

Ask one of the participants who has completed Questionnaire 4 to 
make a presentation on their customization plan. 

Ask the audience to question him on it as well as provide their 
input to the presentation. 

Your job once again is to act as facilitator, rather than an 
instructor. You should, however, ask relevant questions to bring 
out important aspects of the presentation. 

You may repeat this exercise with other participants. 
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Agenda of the Seminar 

Summary of the first day 

Review of the assignment 

Implementing the system . Management reports vs. existing financial and tax reports 

How can these reports be modified or developed further to meet ywr  
specific business objectives and requirements - What Issues and problems were encountered dunng me preparabon of 
these reports? and how can we resoive mese ssues and problems? 

Your outline for customizino the reo& 1 - - Using the reporting system 
- Your experiemes - selected use analysis 

Case: Rossobuv 

INSTRUCTOR 5 NOTES 
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Using the Reporting System: Your Experiences 

What does this set of reports tell you about : - Overall performance of the company 

Existing proMems and inefficiencies - Potential problems that may occur 

. Day-to day operational decision making and problem solving 

Strategic and long term decision making 

Direction for planning and budgeting 

ny.gn 

INSTRUCTOR 5 NOTES 

If you have already received a set of reports from the participants 
and have had the time to analyze them and put them on slides. 
select one and ask the participant to give a presentation on what 
the management team could tell from the reports 

Ask the presenter to keep in mind the above points. Get the 
audience to contribute to the analysis 

If you have had a look at the slides before, you could close by 
summarizing and pointing out any of your own observations that 
the presenter may have missed. 

If you do have not received the reports in advance, ask for a 
volunteer to present anyway, but you may have to give him some 
time to go through each report with the audience. 

If no one has any reports, skip this slide and go on to the case! 
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Agenda of the Seminar 

Summary of the first day 

Review of the assignment 

Implementing the system - Management reports vs. existing financial and tax reports - How can these reports be modified or developed further to meet your 
specific business objectives and requirements 

What issues and problems were encountered during the preparation of 
these reports? and how can we resolve these issues and problems? - Your outline for customizing and implementing the repom 

Using the reporting system 
- Your experiences - selected case analysis 

Case: Rorsobuv I 

INSTRUCTORS NOTES 
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Case: Rossobuv 

Shoe manufacturing company - New order from good customer 

Need to purchase raw materials worth RUR MX) m to fulfill order - Supplier facing cash flow pfoblems 

. Supplier has recently changed terms of supply from barter to 
- 100% cash prepayment for orders up to RUR 500 m - 30 day credit for larger orders, to the extent of 50% of order d u e  

(minimum prepayment of RUR 500 m) . Production cycle time for new order : 35 days 

- Shipping time: 10 days - Buyer expects to receive order in : 90 days - Buyers terms: 10% prepayment - RUR 130 m 
- 40% on receipt 
- Balance within 30 days of receipt 

llnvIn 

INSTRUCTOR 5 NOTES 

Distribute the handout on the case to all participants! 
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What Should Rossobuv Do ? 

The questions facing management are.. - Is there a problem? If so what - What steps have to be taken to fulfill this order 
- what are the options availaMe to the company 
- how does the company select the best option - What are the future implications of this decision - mll further problems 

arise 

The reporting system has produced a set of reports for tha previous month 

How can these reports assist management decision m a h g  - What additional information is required by management to make an 
informed decision 

INSTRUCTORS NOTES 

The two issues that the participants should focus on are: 

How can the set of reports provided assist in management 
decision making ? 

What additional information is required to make an informed 
decision? 
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Where Do I Start ? 

Approach: 

Study each report or extract in the handouts 

Make a note of the important issues that you feel could i n d i t e  an emsting 
or potential problem - ldentify any additional facts brought out by the repom that could wnmbute 
to decision making or problem solving 

Identify additional information that you may need to make an informed 
judgment: e.g. 

- Who would you question at the management meeting and what 
questions would you ask 

- 

HINT: START W/TH THE CASH FLOW REPORT 

INSTRUCTOR 5 NOTES 

Organize the participants into groups of 4 to 6 people. Ask the 
participants to go analyze the reports based on the above 
approach. 

Give them about 30 minutes to analyze the reports and prepare a 
presentation on their analysis. 

You may want to provide blank slides and markers for their use. 
This will make their presentation more effective and keep them 
interested in the exercise! 

Also have copies of the reports (handouts) on slide ready for their 
use, if required. 

Ask a group (or more than one if time allows or the first group is 
weak) to present their analysis. Ensure that the remaining 
audience responds to the presentation with questions and 
comments. 
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The Cash Flow Report Indicates 

- Cash for purchasing raw materials to fulfill the new order is not available 
immediately 

Using the cash flow report along with the other reports wa can project the cash 
flow for the current month . Cash inflows : sales, collection of receivables, etc 

Cash outflows : wages, payments for materials. taxes, energy etc 
- Projected uses of cash are likely to be 10% more than projected 

sources 
- We expect lo receive less from collection of A/R 
- Payments for energy are expected to be higher 

Estimated cash availability in the next month: Will not meet purchasing 
requirements for the new order 

-.o 

INSTRUCTOR 5 NOTES 

After the groups have had a chance to present and defend their 
presentation, use this and the following slides to complete the 
analysis! 
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Sales Report, Inventory Reports 

Sales repori - Sales for 'A' less than previous monm 

Sales for 'B' greater then expected 

Sales for 'C' equal to previous month 

Finished goods Inventory - Inventory of 'A' IS 20% h~gher than requfred 

. lnventones of 'B' and 'C' are suftic~ent to cover orders and safety stock 

. lnventones of 'D' and 'E' are s~gn~ficantly h~gher than me esbmated finshed 
product knventory safety level 

-** 

INSTRUCTORS NOTES 
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Inventory and Purchase Reports 

Raw materials inventory 

Materials for 'A' . 'C'. 'E' - greater than needed 

Materials for 'B' - below the safety stock level - Auxiliary materials - high inventory levels (except for Glue #0015) 

Purchasing . Purchasing for auxiliary materials is greater than required - Purchasing of raw materials for 'A'. 'C'. 'E' - In excess of requirement 

There is a shortfall of materials required to fulfill the current order 

INSTRUCTOR 5 NOTES 
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Additional Information Required 

What resources are rsquired to fulfiN production and what is their availability 

Capacity 

Labor 

Raw materials 

Financing for raw materials and work in progress 

What are the wurces of finance available to (tre company and their relevani 
costs 

- Bank Finance 
- the finance director informed management Mat 30 days credrt 1s 

availaMe at 18%; transaction cost of 2%. loan can be extended for a 
2% monthly penalty 

Accelerated collection of receivables 
- the sales department informs management that they can collect an 

additional RUR 150 m at a 5% discount 

INSTRUCTOR 5 NOTES 

Page 83 



What Are the Sources of Finance Available t o  the Company? 

Delay payables - RUR 120 m of payables on raw materials can be delayed but the 
company will incur a penalty of 10% 

. Rationalize purchase orders 
- the order for auxiliary materials can be canceled. but Me order for 

raw materials for 'A' cannot be canceled as by the time the 
materials will be received. they will be needed for next months 
production 

Sales of excess inventory - the inventory, purchasing and sales department are called together 
to discuss the reduction of inventory for '0' and 'E'. - the purchasing manager finds a buyer for the materials at 60% of 
book value (RUR 420 m) - RUR 300 m on recelpt and the balance in 
materials for 'A'. 

-I 

INSTRUCTOR 5 NOTES 
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Sources of Finance and Their Relevant Cost: Summary 

INSTRUCTORS NOTES 
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Alternatives and Their implications 

- RUR 450 m is available immediatety and at a lower cost man bank 
finance - If the excess inventories are sold, then a further RUR 370 m (300 cash 
70 from canceling the order for raw materials) 

If the company waits to sell inventories (in case mey get a higher pnoe). 
the deficit can be covered through bank tinance 

The company should also attempt to asses MUrw demand for and potwth'al 
profitability of the new product : f i  may be advantageous to make a greafui 
investment in the product 

INSTRUCTORS NOTES 
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Homework 

Management Reporting System 

INSTRUCTOR 5 NOTES 
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Case 1 : ElectroPowerToy 

Emacts fmm Management Reports 
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Accounts Receivable (Cash) 

Product Nama 

Delo~tle Touche Tohmslsu Inlernal~onal. RPC, USAID 



Purchasing (Summary and Cash Requirements) 









Current Month Production Report 

Oeloitte Touche Tohmatsu International, RPC, USAID 



Current Month Sales Report (Units) 

Deloitfe Touche Tohmatsu International, RPC, USAID 



Case 2 : Rossobuv 

Extracts from Management Reports 
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Accounts Receivable (Cash) 

Deloitte Touche Tohmatsu International, RPC, USAID 

Product 
Number 

A-001 

8-002 

C-003 

D-004 

E-005 

Total 

104,215,120 

186,887,060 

51,629,000 

39,996,880 

440,070,750 

822,798,810 

Product Name 

Women's shoes 

Special work shoes 

Man's boots 

Man's shoes 

Defense contract 

Total: 

0-30 Days 

55,628,120 

90,038,960 

38,753,000 

39,996,880 

120,070,750 

344,485,710 

31-60 Days 

35,600,000 

32,987,000 

12,876,000 

10,000,000 

91,463,000 

61-90 Days 

12,987,000 

35,876.400 

10,000,000 

58,863,400 

91-180 Days 

27,986,700 

300.000.000 

327,986,700 
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Finished Goods Inventory 
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Current Month Sales Report and Next Month Projections (Units) 
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