Draft Set of Month-End Rules for the Finance Team

Based on better practice from around the world our finance team is going to complete its month-end reporting radically quicker.  Instead of reporting in ____ days to the CEO we are targeting ___ days next month.

This change is only possible when we adopt new practices and discard processes that are broken, time consuming and of questionable benefit.  We need, as Peter Drucker preached, to embrace “Abandonment”. 

Accountants are all artists: we sculpt a month-end result and there is no such thing as a ‘right’ number, only a ‘true and fair ‘number. The finance team need only do enough to arrive at a ‘true and fair’ view. All work done after this point has been reached will thus not be adding value.  The new rules for the finance team during month-end reporting are:

· We will not delay for detail.  If we have not got a final number by the last working day we will estimate, or cut-off the last days transactions and include them in the next month’s activities.

· Materiality for a misstatement to any month-end result is ______.  To this end we need to limit the number of journals posted as many are immaterial.  From now on I propose that:

· no department is to raise accruals if the total accrual is less than ________

· no one debit in an accrual listing can be for less than _______

· no journal voucher is to be raised at month-end for less than _______ 

· There is a ban on spring cleaning at month-end. Month-end reporting is not the time for spring cleaning no matter how tempting it can be. All miscoding, unless resulting in a material misstatement of the P/L, are processed during the following month.  Budget holders are to be educated to review their cost centre numbers via on-line access to the G/L during the month and are requested to highlight any discrepancies immediately with the finance team.  

· We want to have a regime where we catch all material adjustments and see the net result of them before any decision is made to adjust. All adjustments are to be processed first on two ‘overs and unders’ spreadsheets, see Exhibit 1, at the close of the last working day. One to trap major adjustments, say over ______, and one for smaller items. If we find adjustments we are to enter them on the appropriate spreadsheets that reside on a shared drive on the local area network. I am expecting that the adjustments will have a tendency to net each other off. 

· If there is a material misstatement of the net result we will process one or two appropriate adjustments and then remove them from this schedule.  This will bring the total of the overs and unders to an acceptable figure.   We then process all the other adjustments during the quiet time in the following mid-month.

Exhibit 1: maintaining an ‘overs and unders’ schedule
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· Hunting for the perfect number is now unacceptable, it does not exist. We are thus closing off all ledgers either by 5pm last working day or by noon last working day. 

· Reporting will cover only major revenue and cost categories, with account code analysis left to a drill-down tool.

· The final report will be concise - less than a 10-page finance pack e.g., we will only include a one-page report on each major business with minor businesses being reviewed by the CFO and omitted from the pack.

· Reporting on a page e.g. P/L has summary numbers, trend graphs and bullet point comments all on one page.

· We will no longer reconcile suppliers’ statements because: 

· The supplier accounting systems are often flawed and unreliable.

· Missing invoices will be picked up through supplier phone calls

· It is not an internal control process, and will be removed from. the procedures manual.  I have discussed this with the auditors and they have agreed with the removal of supplier reconciliations.

· The costs of performing the reconciliations is greater than the benefits of doing them.

· We invest the time in having good systems in-house picking up liabilities as they arise (the fence at the top of the cliff).

· We will issue a flash result to the CEO by close of the first working day. The flash report on the profit and loss statement (P/L) will state the net result to within + or –10%. 

· The final report will have extensive quality assurance checks.  We will never issue a report to the CEO or Board that is not internally correct.  It is far better to hold off processing last minute adjustments than it is to compromise quality. The quality assurance checks will include:

· Checking all numbers for internal consistency within the report. Mark all pages with a number, e.g., for a five-page report mark 1 of 5, 2 of 5, see Exhibit 2.  For every number that appears elsewhere, either in a box, table or graph write the page reference where it appears again, by the number, and initial to indicate that you have checked this number in the subsequent page and it is right. 

· A two person read through where one staff member reads aloud the report while another staff member follows the words on report.  This will eliminate all spelling and grammatical errors and make the report an easier read.  

Exhibit 2: Checking for consistency
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· Every month-end is to benefit from our innovative ideas. After every month-end we will hold a finance team meeting to discuss what went well during the month and month-end reporting process and then discuss what new innovations we can adopt this month.  This will be a working breakfast at ________ paid for out of the finance budget.

Based on better practice from around the world our finance team is going to complete its month-end reporting radically quicker.  Instead of reporting in ____ days to the CEO we are targeting ___ days next month.

This change is only possible when we adopt new practices and discard processes that are broken, time consuming and of questionable benefit.  We need as Peter Drucker preached, to embrace “Abandonment”. 

As an accountants are all artists: we sculpt a month-end result and there is no such thing as a ‘right’ number, only a ‘true and fair ‘number. The finance team need only do enough to arrive at a ‘true and fair’ view. All work done after this point has been reached will thus not be adding value.  The new rules for the finance team during month-end reporting are:

· We will not delay for detail.  If we have not got a final number by the last working day we will estimate, or cut-off the last days transactions and include them in the next month’s activities.
· Materiality for a misstatement to any month-end result is ______.  To this end we need to limit the number of journals posted as many are immaterial.  From now on I propose that :

· no department is to raise accruals if the total accrual is less than ________
· no one debit in an accrual listing can be for less than _______
· no journal voucher is to be raised at month-end for less than _______ 

· There is a ban on spring cleaning at month-end. Month-end reporting is not the time for spring cleaning no matter how tempting it can be. All miscoding, unless resulting in a material misstatement of the P/L, are processed during the following month.  Budget holders are to be educated to review their cost centre numbers via on-line access to the G/L during the month and are requested to highlight any discrepancies immediately with the finance team.  
· We want to have a regime where we catch all material adjustments and see the net result of them before any decision is made to adjust. All adjustments are to be processed first on two ‘overs and unders’ spreadsheets, see Exhibit 1, at the close of the last working day. One to trap major adjustments, say over ______, and one for smaller items. If we find adjustments we are to enter them on the appropriate spreadsheets that reside on a shared drive on the local area network. I am expecting that the adjustments will have a tendency to net each other off. 

If there is a material misstatement of the net result we will process one or two appropriate adjustments and then remove them from this schedule.  This will bring the total of the overs and unders to an acceptable figure.   We then process all the other adjustments during the quiet time in the following mid month.
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· Hunting for the perfect number is now unacceptable, it does not exist. We are thus closing off all ledgers either by 5pm last working day or by noon last working day. 

· Reporting will cover only major revenue and cost categories, with account code analysis left to a drill-down tool.
· The final report will be concise - less than a 10-page finance pack e.g., we will only include a one-page report on each major business with minor businesses being reviewed by the CFO and omitted from the pack.
· Reporting on a page e.g. P/L has summary numbers, trend graphs and bullet point comments all on one page.
· We will no longer reconcile suppliers’ statements because: 

· The supplier accounting systems are often flawed and unreliable.
· Missing invoices will be picked up through supplier phone calls
· It is not an internal control process, and will be removed from. the procedures manual.  I have discussed this with the auditors and they have agreed with the removal of supplier reconciliations.
· the costs of performing the reconciliations is greater than the benefits of doing them.
· we invest the time in having good systems in-house picking up liabilities as they arise (the fence at the top of the cliff).

· We will issue a flash result to the CEO by close of the first working day. The flash report on the profit and loss statement (P/L) will state the net result to within + or –10%. 

· The final report will have extensive quality assurance checks.  We will never issue a report to the CEO or Board that is not internally correct.  It is far better to hold off processing last minute adjustments than it is to compromise quality. The quality assurance checks will include:

· Checking all numbers for internal consistency within the report. Mark all pages with a number, e.g., for a five page report mark 1 of 5, 2 of 5, see Exhibit 2.  For every number that appears elsewhere, either in a box, table or graph write the page reference where it appears again, by the number, and initial to indicate that you have checked this number in the subsequent page and it is right. 
· A two person read through where one staff member reads aloud the report while another staff member follows the words on report.  This will eliminate all spelling and grammatical errors and make the report an easier read.  
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· Every month-end is to benefit from our innovative ideas. After every month-end we will hold finance team meeting to discuss what went well during the month and month-end reporting process and then discuss what new innovations we can adopt this month.  This will be a working breakfast at ________ paid for out of the finance budget.
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