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Next Generation Finance Manager — are you up for the task?

The role of the finance manager is fundamentally changing. This document provides step
by step detailed information that enables finance managers to understand and evaluate
the opportunity to significantly improve the performance of a business, whether as an
advisor or as part of the management.
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Next Generation Finance Manager

Accountants have leveraged technology to systematically improve the financial information available
to the business. And as the technology and applications improved over time, so has the quality and
timeliness of the financial information which in turn improved the effective management of the
business.

However, there remains one last bastion of manual processes that spans the entire organisation and
its function could not be more critical and sensitive in the current commercial environment —the
way the company spends it cash.

This document offers a detailed review of the problems, opportunities and benefits that are very
achievable through automation of this process and we think you will be surprised. It is all about
productivity, control and most important, significant P&L savings and improved cashflow.

The responsibility, process and the management of corporate spending has always been delegated
out through the board to the business management and their staff, leaving the finance team to
report historically on what actually happened.

That delegated responsibility is about to change as “next generation” finance management are
seizing the opportunity to take control of the critical process of how the company spends it’s hard
won cash and delivering quantifiable and significant saving to the business that instantly benefit the
bottom line and cashflow.

Finance management is at last coming of age and enables forward thinking finance managers to
proactively impact the day to day profit and cash performance of the business, benefiting their role
and responsibilities and businesses they represent.
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The Problem

It starts with delegation. The passing out of the business plans, budgets, purchasing responsibilities
and underlying process that relying on antiquated manual methodologies that have changed little in
three decades.

e Delegation of the maintenance and management of the corporate budgets to departmental
staff which so often leads to over budget spending, usually by mistake.

e Delegation of the purchase order approval process to the vagaries of disciplines and
procedures of each department, which reflects the level of emphasis and importance given
to it by the relevant directors and managers.

e Delegation to each department on the suppliers, products and services that they use,
resulting in an ever growing number of suppliers as each department acts as an independent
business.

e Delegation of purchasing to people that do not always think about achieving the best price
or looking for alternate products and services that, whilst cheaper, would do the job just as
well. It is wasting money.

e Delegation of the responsibility to generate purchase orders every time to reflect the
commitment made, detailing what was ordered, when it is due, the terms of supply and
payment. It just doesn’t happen.

o Delegating the purchase invoice approval process to busy executives that have to rely on
their memory regarding the accuracy and completeness of the goods / services provided, as
often the purchase order is not available and neither is a delivery note or proof of delivery of
services. The result being the payment approval becomes dependant on the time available,
the diligence and the memory of the approver.

o Delegation of every aspect the business financial plan. The last person to know what actually
happened is the finance management team.

And we call this Financial Management Control?
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The Pain Points

There are many pain points, reflecting an almost completely manual process that still requires
putting bits of paper in envelopes and sending them out to people, when the rest of the business
stopped doing this over a decade ago with the introduction of email. (The purchase invoice approval
process for example). It is embarrassing!

e The manual production of purchase orders, often on pre-printed multiple part sets, that
enables anybody to buy anything from anyone and circumvents all attempts to consolidate
spending across the company to increase the discounts available.

e The time and labour required to check availability of budget which is maintained by each
department using manual processes and spreadsheets that are prone to error because they
are rarely updated to reflect the differences that occur after the purchase order was raised.

e The purchase order authorisation process to determine who should authorise the
expenditure, the delay in the approval process followed by the labour intensive filing
process and order dispatch.

e The fact that too often raising a purchase order is just ignored and a verbal order is placed
over the phone with no physical or electronic record of what was agreed.

e The failure of most businesses to implement any form of documented delivery / receipting
process for goods and services because they have tried in the past and it is just too hard or
too labour intensive to do.

e The archaic process of registering purchase invoices, manually attaching the purchase order
/ delivery note, posting the documents out to the relevant manager for approval and waiting
for them to return.

o The continual hunt for purchase invoices as suppliers demand payment, as the documents
sit on the approving managers desk awaiting action, or are held awaiting credit notes.

o The invisibility of the entire process to everyone involved leading to constant
communication to try and find out the current state of play of any purchase at every point
through the cycle.

e The complete lack of information within the accounting system that reflects the financial
commitments entered into through the purchase ordering process until an approved
purchase invoice is finally returned to accounts and posted to the ledgers.

e The month end practise of calculating and posting accruals (often to available budget) as a
best guess of what has happened, then basing the management accounts and cashflow
forecasts on those estimates.

e Making critical corporate decisions on estimated historical data and the inability to make
instant changes to the company spending should the need arise.

Yet nine out of ten finance managers rate this process as good to very good when questioned on the
effectiveness and efficiency of the process, perhaps because no one has explained a fundamentally
better process.
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The Opportunity:

The next generation finance manager recognises that automation of manual processes always
delivers productivity gains as well as increasing control. What fundamentally changes their role is the
ability to deliver real, quantifiable savings that go instantly to the bottom line whilst delivering their
board room colleagues and their staff a far more efficient and effective way of working.

And it is not small beer. Most organisations expect to make ongoing and sustainable savings of
between 4% - 8% of their total spend simply by taking control of the process by which they spend
the corporate cash. In reality, the savings can be considerably greater and reflect cash that is not
spent (stays in the bank account) and instantly hits bottom line profitability.

The Solution:

The automation of the entire purchasing process, from the moment a requisition to purchase is
raised to the posting of the approved purchase invoice into the accounts system.

However, automation of the manual process delivers far more than just significant productivity
improvements.

The Benefits:

The benefits of the automation of the purchase to pay process touch almost every aspect of the
company. The benefits come in three areas:

Productivity
Remove “paper” from the purchasing process — from the creation
of a request to purchase through to final purchase invoice

approval and posting
Productivity

Financial Control
Purchaseto

Pay A Take control of corporate spending across the organisation
Automation

'Maximising
effectiveness i
of spend Spend better and smarter to make significant savings

Financial Effective Spend
Control )
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Productivity

This section covers the key benefits of automation and how they relate to productivity

e Raising an electronic requisition (request to purchase) captures all the relevant information
on creation (supplier, products, prices, discounts, delivery requirements and dates and
purchasing terms) and this information remain visible on demand to everyone involved in
the purchase, delivery and invoice / approval process thereafter. No more questions about
where a requisition, purchase order, delivery or invoice approval is in the process or who is
dealing with it.

e A completely automated and structured approval process that ensures every purchase is
made with due care, appropriate authorisation and automatically escalated through senior
management and board level if required based on value, type of purchase and whether or
not the budget is available at the moment in time the purchase order approval is requested.

e The complete removal of all manual budgeting processes, replaced by a fully automated
procedure that takes all commitments, accruals and expense into consideration each and
every time an approval is made. Over budget expenditure is a business decision, not a
mistake.

e The introduction of full commitment accounting, where every purchase order raised is
instantly visible to the financial accounting software with automated reversals to accrual and
expense as the transaction is receipted and eventually posted to the ledgers. Financial
management accounts and cashflow forecasts are based on fact — not estimated accruals at
each month end.

e The opportunity to introduce receipting of goods and services because the information on
what has been ordered is instantly available and very fast to update. If used, up to 99% of all
purchase invoices will no longer require any approval process as they will complete a “three
way match”. The order, delivery / receipt and invoice reflect a correct transaction and it is
instantly posted to the ledgers.

e Purchase invoices can be captured by just adding the invoice date, invoice number and
value, as all other information has already been captured at requisition stage. An electronic
image of the invoice can be attached using most standard scanning products and if required,
automatically sent out to the relevant approver(s) in electronic format. No purchase invoice
will ever be lost again and will remain visible to the finance team should a supplier ask the
status of a given transaction or payment.

e Once approved, the purchase invoice is automatically posted to the ledgers — job done.

Compare that to the labour intensive, slow and “invisible” manual process currently in place and it
would be very hard to argue that significant productivity gains are not available from automation.
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Financial Control

The next generation finance manager is now in control of the corporate spend universe. Working
with the board and senior managers, they can instigate complete control of the actions, budgets,
process and approvals at will, whilst enjoying far more accurate finance management and cash flow
information as an automated by-product.

e Every request to purchase will always go through the correct and agreed approval process.
Maverick spend becomes a feature of the past.

e QOver budget expenditure is a management decision in every instance as the approval
process dynamically and automatically changes based on each transaction profile.

e Any change to the central accounting software budget instantly impacts every requisition in
the system, giving the ability to lock down spend on demand — at a very granular level.

e Every invoice will be approved against the initial purchase order and significant variances
with be automatically escalated for more senior approval to halt maverick spend.

e Cash flow forecasts are based on every purchase order commitment made and the relevant
payment terms of that supplier, whether as a commitment and accrual or on final invoice
approval.

e Month end accruals for the management accounts are removed, as the information is
already retained within the financial application, improving the completeness and accuracy
of the month end reports.

e There is also complete control over who an individual can buy from, what they can buy,
what it costs and the terms and conditions of supply as well as payment terms. As the
company goes through the process of consolidating their suppliers and negotiating the best
terms, these decisions are enforced on the workforce to maximise the benefit.

e Supplier performance can be measured in great detail, whether for timeliness of supply,
quality of supply / returns, accuracy on invoicing etc. These statistics enable smarter
decisions on retention or change of suppliers and provide ammunition when renewing and
renegotiating prices for another term.

e In multiple location businesses, all purchase invoices can be sent directly to the finance
department, scanned, processed and filed. Purchase invoice approvals are all 100%
electronic.

e Purchase invoices without a purchase order are simply returned and the culprit who failed to
use the system suitably chastised to enforce user adoption.

Once implemented, the finance manager has control over how the suppliers to the business interact
with the business with the confidence to reject purchase invoices that do not meet the company’s
purchasing terms.

The purchasing manager also has the complete picture, moment by moment of the company’s
financial commitments and the ability to act immediately should the need arise.
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More effective and controlled spend to deliver significant savings

Now the next generation finance manager is in position to proactively improve cashflow and drive
bottom line profit.

It is an absolute fact that most companies have developed habitual spending habits for both the
products / services they purchase and who they buy them from. It is also true that most company’s
purchasing habits run along departmental lines to the point where departments act almost as
independent businesses with little communication taking place between departments. A simple test
is to check how many supplier accounts you have, how many offer similar goods and services and
how many new supplier requests you get per month.

For every business, a good customer is one that pays top prices and pays on time with little
overhead. It is highly probably you are seen as a “good customer” by a number of your suppliers,
which means you are wasting money.

The reality is that the UK as a nation are not good at “haggling”, yet the majority of the purchasing is
been done by staff who are not stake holders, who have no formal training in purchasing and are
most comfortable buying from people they know at whatever price is being quoted.

The automation of the purchase to pay process is the foundation stone of “Spend Control”. It
enables the company to take control of the spending activities of all their staff, systematically
improving the prices and terms achieved from suppliers.

The benefits of Spend Control include:

e Consolidation of suppliers to maximise the spending power of the business to negotiate
better prices and payment terms by
0 Control of which suppliers may be used by user / department / company
0 Control of the products available
0 Controlling agreed pricing / discounts
e Reviewing spending habits to select cheaper equivalents that will still meet the business
requirements
e Incentivise and motivate staff to negotiate better prices and track those savings by
individual, department, division and company — changing the culture to become proactive in
maximising the effectiveness of spend, delivering significant, quantifiable and sustainable
savings
e Locking down spend on demand by making changes to the accounting software budget
which instantly impacts every request for purchase within the business.
e Remove all over-budget spending as required.
e Systematically improve effectiveness of spending by reviewing and renegotiating with
suppliers on a regular basis.
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e The ability to enforce every decision made across the organisation and removing the need to
communicate the corporate purchasing guidelines to existing and new staff.

Most organisations will readily concede that a 3% - 5% saving in prices paid could be easily achieved
through a more focused and controlled approach to purchasing and a further 1% - 3% by purchasing
cheaper equivalents. But without the tools to enforce and sustain the savings, most attempts to
control spending fail — a problem that most procurement managers would immediately confirm.

The next generation finance manager is now delivering significant quantifiable and sustainable
savings that improve the profitability of the business and improve the cash flow — whilst presiding
over an automated and highly efficient purchasing process, delivering more accurate management
accounts and cash flow.

Return on Investment

If the above was all demonstrably achievable and based on your own conservative estimates could
deliver 100% ROl in less than 6 months from going live, (excluding all productivity gain based
savings), why wouldn’t you seize the opportunity?

Compleat has fundamentally changed what is possible, delivering a powerful software solution that
is specifically priced to be affordable to most businesses and professional practices.

And an ever growing number of finance managers are taking control of corporate spend.

Find out more?

We hope that you have found this document informative. It you would like to know more, please get
in touch or join us at an informal workshop and make a detailed evaluation for yourself.

Compleat Software Limited

t. 08458 90 20 30
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