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OPEN THE BOOK MANAGEMENT
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Typical Type of AccountingTypical Type of Accounting

FINANCIAL ACCOUNTINGFINANCIAL ACCOUNTING
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Alternate Type of AccountingAlternate Type of Accounting

CostCost--basedbased//GAAP AccountingGAAP Accounting
vsvs ValueValue--based Accountingbased Accounting

•• Basic Accounting Basic Accounting :: BookkeepingBookkeeping
Record monetary quantities associatedRecord monetary quantities associated
With financial transactions of enterpriseWith financial transactions of enterprise..
DebitDebit && CreditCredit …… real cash flowsreal cash flows

•• Tactical Management AccountingTactical Management Accounting
Accounting that provides processed info forAccounting that provides processed info for
monitoring and controlling of daily operationsmonitoring and controlling of daily operations..
Identify existing Identify existing ss//tt problem and variancesproblem and variances..
((internallyinternally))

��������	

�� “����
������
�-����	����������”

�����������	��� ���������������������	��� !"#�������
$���%���	�



Alternate Type of Accounting Alternate Type of Accounting ((contcont))

•• Strategic Management AccountingStrategic Management Accounting
Provides special reports or studies for identifyingProvides special reports or studies for identifying
and evaluating nonand evaluating non--routine Lroutine L//T risk or T risk or 
OpportunitiesOpportunities // planningplanning.. -- InternalInternal

•• Financial AccountingFinancial Accounting
Used to convey info to outside interested partiesUsed to convey info to outside interested parties
According to GAAP According to GAAP ((Accounting professionalsAccounting professionals).).
((less accepted and less understood by endless accepted and less understood by end--usersusers))
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Alternate Type of Accounting Alternate Type of Accounting ((contcont))

•• Responsibility AccountingResponsibility Accounting
Provides info to support and measure activitiesProvides info to support and measure activities
of managers of managers ((authority and responsibilitiesauthority and responsibilities)) ––
Profit Center Profit Center –– for rewards and punishmentsfor rewards and punishments

•• Tax AccountingTax Accounting

Based on financial accounting Based on financial accounting –– adjusted to adjusted to 
generate desired tax revenuegenerate desired tax revenue. (. (to minimize taxes to minimize taxes 
and maximize after tax revenue within the and maximize after tax revenue within the 
Constraints of taxConstraints of tax))
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Alternate Type of Accounting Alternate Type of Accounting ((contcont))

•• Regulatory AccountingRegulatory Accounting

Provides info according to requirements ofProvides info according to requirements of
RegulatorsRegulators,, which may be different fromwhich may be different from
Financial AccountingFinancial Accounting,, ee..gg.. insuranceinsurance,, bankbank,,
PensionPension,, securities regulatorssecurities regulators..

•• Merger and Acquisition AccountingMerger and Acquisition Accounting

Attempting to capture all future values forAttempting to capture all future values for
AcquisitionAcquisition.. MeaningfulMeaningful++currentcurrent && accurateaccurate��
CurrentCurrent ++ projected cash flows projected cash flows �� valuationvaluation..
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Alternate Type of Accounting Alternate Type of Accounting ((contcont))

•• ValueValue--Added AccountingAdded Accounting
Attempting to measure shareholder value addedAttempting to measure shareholder value added
to the companyto the company..
Adjusting traditional retrospective earnings with Adjusting traditional retrospective earnings with 
Total cost of capital Total cost of capital �� EVA conceptEVA concept

ALL – to create values to the COMPANY

Open The Book  Management
Through – Value-based Accounting
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Ten signs that youTen signs that you’’re never going to make it to the big chairre never going to make it to the big chair..

11.  .  Deep DownDeep Down, , YouYou’’re Still a Bean Counterre Still a Bean Counter

22.  .  You CanYou Can’’t Handle Office Politicst Handle Office Politics

33. . YouYou’’ve Got a Swelled Headve Got a Swelled Head

10 10 Signs Signs ��������	
����������������������	
��������������

44. . YouYou’’ve got No ve got No ““HeartHeart””

55. . YouYou’’re Too Content with the Status Quore Too Content with the Status Quo
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66.  .  You DonYou Don’’t Care Enough about Operationst Care Enough about Operations

77.  .  YouYou’’re the re the ““Quiet OneQuiet One””

88. . YouYou’’ve Got a ve Got a ““Financial DisconnectFinancial Disconnect””

10 10 Signs Signs ��������	
�������������� ��������	
�������������� ((������) ) 

99. . You Pay No Attention to the CIO Behind the CurtainYou Pay No Attention to the CIO Behind the Curtain

1010. . YouYou’’re Not a Leaderre Not a Leader
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WORKING CAPITAL
MANAGEMENT
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AP
AR

Customer-to-
Cash
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(Total Working Capital Management)
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• Policies  �!���� ���"����#��$����� �%��&��#��
    '�����
�(��
�%��&�&��!������#����
• Processes  ��)��*���+����,-'�.��
���#����
�������,/���������	
   ��
�+#���(0�!����
 &$����� automation ��#���	�����"�� �'�	�
   �����������1����!��2��	�����(��
���'���

• People  '�����,-343� &����+��1������
�2#���#�

   &��������	��&�������������
������� 
��������(0���#��
����2��)�5�'

6/	�&�����7�����&$����%�� shared services
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• Systems  �(��	���+������-���!�($����$��!��#$����2�$7���

    ��+��������	���"�	�	�4�� ���#�����	����2� force-fitting

• Metrics  ���.��.�����!������1	.���!���!��"��	���	����
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VALUE TO THE       

COMPANY
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WORKING CAPITAL MANAGEMENT
: RATIOS :

DSO : Days Sales Outstanding = AR/Net sales per day
$�(��29�-��������������*��(�	�����&����

DIO : Days Inventory Outstanding
= Inventory/Net sales per day

������������"�	������	���+� ��1	
��.��/:+1�������� 

����(��!	"�����#$#�� ��+��*�#$��������.������(��!	����	���"��

�����"�������#��
Inventory = F/G + WIP + Spare Parts + R/M + Stores & Supplies
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DPO : Days Payable Outstanding = AP/Net sales per day
$�(��29�-�������
���	�	��������������1������

DWC : Days Working Capital  Outstanding
= Working Capital/Net sales per day

������������"�	"�	�	����������������������	���#����������

���  (�!*� � ������ WC #����)
Working Capital = A/R + Inventory – A/P

Ratio ��8�+�������	�� 1+#������	 Value �-!������� 

Working Capital #������	#� ?
&� capacity %�� ����9$�����9$�
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�������������	 VALUE ADDED - AP
WORKING CAPITAL MANAGEMENT

1. �����(�4��������+��9�� – Purchase-to-Pay (AP)
• ������1���!�������.&�"���&	"01�

• ��5����������
��	����+!�	����*��(�	����"01�

• ��5��������*������������	�������

• �*��������+!�.&�"���-!�"01�����	�����)�

• .&�"������������� ��	"�	������� ������������*��(�	�

• #������������*��(�	�����;��

• ��5��#�����*�����*���������!�*����#�����������������������
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• ������������+��*�����	�	���+��	+!��#"�����"�	.&�"��

• ��������!���!����������������"��%&��*�����(�������$��

• �����������	 
�	���������������	��&	"01�
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�������������	 VALUE ADDED - AP
2. ��+�� Best Practice ��!����(���������������

– Purchase-to-Pay (AP)
���$�(�	�����*��(�	� #�����������(�(���  .&�"�������%��)������


�(�(.����������-!��� ..... -���6�   

• �����������2�������.&�"����������"���������

• 
�������.&�"�� �������!�	���2���� ����2������!
�����	���

• ��������	�������-��24  ������$�(����4"�	"���&� -�<���(��	���������

• ����(��:+1������������.&�"����!���������!�	
�(.���(������*�#��!*�

      ���� P-Cards/Credit Card
• ��.&�"�����������+�
���	��
������6�.&�"����!���������!�	�&	

• ���������������:+1� ��������  Blanket PO
• ������#���������������	����	�����������	+!��#"��!���	#��

• �����(���������������������(����������� �-+!�����������

         ��+������*��(�	������*�����-+!����������
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�������������	 VALUE ADDED - AR
WORKING CAPITAL MANAGEMENT

1. �����(�4��������+��9�� – Customer-to-Cash (AR)
• ��5�������1�&�
�(���1�	����(�&��-!��&	"01�

• ���&����1���	�*��(����*�����&	"01�

• ��)����1#��#���-��($=����������+������

• �&����1�*��(#����)��*������+!�	���$=�����69�-

• ��5���������+�������������+!�����&����

• $�(��6�����(
��	���"�	��5��
���	

• ���-���	�����"01��-+!���������
��	���1��!�*�������#�����

• �&����1�-!�#���$'��������������"��

• �	��"�������#��%&����	 -���	�������#�����

• $>������#�������+!�	��������
��	���1#�����

• ��5�����	���	����1���+���-+!����	���"��
�(�	��"��
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�������������	 VALUE ADDED - AR
2. ��+�� Best Practice ��!����(���������������

– Customer-to-Cash (AP)
$���&��������(����	9��(����	�������.&�"�� ������+�#$���9��(���1����/���1�&�

..... -���6��*�������   

• ������������������!�	�������������+!�����������	��������24

• ���������������!��� ����������!�	 �*����������!������

       ���?@��"������&�����  ��	���1	�)���	
��$�(�9�"�	�&����

• $���$��	�(����������
��	���1��������)� �-+!��������!�	����*��(�	����

- �*���� KPI �*�����������.����  �������(������

• �*�����2���� ��� Priority+$7��������	��� �������

• ������&��������%0	���� 
��$=��� ����*��(#������	+!��#"

• �(���*��(�	��������� �-+!��������� ��������

• ������$'��(�(3 
��$=��� �-+!�#�������+!�	������"01����

��������	

�� “����
������
�-����	����������”

�����������	��� ���������������������	��� !"#�������
$���%���	�



4�
�(���
�#$��"��%&�����

��������	

�� “����
������
�-����	����������”

�����������	��� ���������������������	��� !"#�������
$���%���	�



�+5����0������	�����!�%&��!0���	
��+5����0������	�����!�%&��!0���	
�

���
�����������
0�1
����� �(���������
�����������
0�1
����� �(������
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