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INCOME
v Sales FERED 490,337
Cost of Sales 28,340 3.872
Profit Tracker is a methodology that enables the user to E;'EEES'E';O”E Brie  9.302
set clear and attainable objectives. First you review your Acvertising & Promotions 2245 18455
recent Profit and Loss statements. Then you set the Depraciation a0 13243
. . Financial Expenses 13500 14.313
CONTRIBUTION OBJECTIVE by estimating your Insurance B2 7080
A : Interest 12,344 13,764
total expenses for the new year and by setting for yourself YR R—— ol 1457
a Net Profit target. Other Overheads 22437 31419
Owners Remuneration 144,004 137.686
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[ Erriozooe 11:37:07 i B B ko
Label 2008 ‘wi'hat If Change 2009 . .
INCOME The Contribution must
Sales 490,337
Costof Sales 31,872 pay for the eXpenseS
GROSS PROFIT 458,455 CONTRIBUTION OBJECTIVE 1414% 523.290 and pr0V1de also for
v OTHER INCOME 9322 Increased by % o} 6,322 oy
EXPENSES the net profit. So it is
Adveriising & Promatians 18,455 Incressed by % 20.00% 22,146 this Contribution that
Depreciation 13,233 Increased by % 0.00% 13233
Financial Expenses 14313 Increased by %% 0.00% 14,313 muSt be eamed by the
Insurance 7289  Increased by % 10.00% 8018 ﬁrm The total
Interest 13,764 Increased by %% 0.00% 13,764 ’ . . .
Motor Wehicle Expenses 11,457 Increased by % 10.00% 12,603 Contrlbutlon 1S
Other Overheads 31,419 Increased by % 5.00% 32.9490 .
Owners Rermuneration 137686 Increased by % 0.00% 137,686 aChleVCd by the
Premiszs Rent & Costs 54150 Increased by % 5.00% 56,050 individual
Provisions 0 Increased by %% 0.00% 1] b . d
Foyaliies 0  Increased by %% 0.00% 0 Contrl utlons madae
‘Wage & Staffing Costs 166,021  Increased by % 3.00% 171,002 from each sale. net of
TOTAL EXPENSES 467,707 317% 42612 i
NET PROFIT BEFORE TAX 0 WHAT WOULD YOU LIKE TO ACHIEVE 50,000 cost of sales and any
Elrard s outsourced activity
related to the sale.
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An accountancy firm may wish to track Track Unit 2008 % of Contribution 2003 % of Contribution
the activity by man-hour, differentiating v Principal 38% 37%
Frofessional/Suppart 154 B3%

chargeable time by the following:
If the firm is a larger firm it may even wish to split out Support Services from the work carried out
by Professional staff. But for a small firm this may not be necessary.

Then for eaCh ) Shorcast Profit Tracker, (fccounting Firm) - Target Contribution per, Unit - Microsoft Internet Explorer
. . Funicti Hel
Tracking Unit of e U B
ACtiVlty the Close Save Repart
Contribution and the ferget Contribution |Seasanal [Comments
-~
Contribution per Unit Tracking Unit. —|Principsl
must be set: Available Capacity perweek 40 in 2008, 40 projected far 2009,
’ Used 21 24 projected for 2009, Ly
L. L. * Averaged forthe Operation weeks
A similar analysis is Productivily
Carried out for the Tracking Unit: Principal Used | Auwailable Capacity | Productivity
. 2008 1,050 2,000 525%
Professional/Support 2009 1.200 | 2,000 | B0.0%
aCthlty Frajected Change 150 | 0 7E5%
Target Contribution per unit
Tracking Unit: Principal Cantributian Mumber of Units Contribution per Unit
If the accountancy 2008 160,463 | 1,050 | 153
firm normally 2004 193617 | 1.200 | 161
. Frojected Change 33,155 | 150 | g
eXperlenceS a S.trong Target Contribution per unit per week
Seasonal variation Tracking Unit: Principal Contribiution Murnber of Units Contribution per Unit
2008 3,209 | 21 183
through the year then 2one | | =
use the Seasonal tab Projected Change 663 | 3] 8 o
page to define the
pattems. ] Done  Internet

The purpose in studying the Contribution overall is because it is this that the firm must earn in order
to pay for the expenses and cover the Principal’s earnings. The purpose in reviewing the
Contribution per Unit for both the Principal and the Professional/Support activity separately is to set
objectives for these two groups by which their performance can be monitored thereafter. In the case
of the Principal, he must earn a total contribution of 193,617 in the course of the year. This must be
achieved by improving productivity attaining an overall productivity of 60% and also by improving
Contribution per Unit (hour) so that the Principal achieves 161 per hour and charges for 1200 hours
through the year. Similar objectives are set for the Professional/Support personnel.

Once the Objectives are set the Master Objectives Report may be submitted for approval.

3 Shorcast Profit Tracker (Accounting Firm) - Maintain Tracking Detail - Microsoft Internet Exploren

The analysis begins

Function Help :
with the data entry of
@ W 4 » M W O B x 5 cata en’ry
Cloze First Priar Mext Last Fave Create Duplicate Dieleke Refresh Report the Week S lnvolces:
‘Week Mo 1 Date Fram: W Diate To: ’W

Here you record the
Sale Value and the

Tracking Detail | Capacity Available | Comments

costs associated with
Irvoice Mo Inwvoice Date . SaleValue Costof Goods PostfHandling Outsource Mo, Units Tracking Linit W the Sale and the
W 00001 07/07/2008 a0o 35 1] 0 10 Principal + O .
00002 07/07/2008 1600 0 0 0 15 Principal v O number of Tracking
00003 07/07/2008 1200 72 1] 0 16 Principal + O : :
onon4 07/07/2008 1320 1] 1] 0 16 Principal + O UnltS employed n
onon4 07/07/2008 1750 35 1] 0 16 Professional/Suppcy [ that Sale. SO mn
00ons 08/07/2008 120 1] 1] 0 3 Principal + O : :
0 ; 0 invoice 00001 a

nonns 08/07/2008 17560 35 27 Professional/Suppc v
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Contribution of (800 — 35) = 765 was earned by the Principal for working 10 hours. We will see
later that this Contribution per Unit of 76.5 is too low for the Principal. But in this stage you simply
enter the data relating to the week’s billing.

You should also record the capacity available during the week. So the Principal should have
worked 40 hours if the objective is to be met. Record the hours worked (not the hours charged)
using the Capacity Available tab page.

Then the business consultant would review the invoice detail for the week. Here is the Invoice
Review Enquire List screen after 11 weeks:

23 Shorcast Profit Tracker (Accounting Firm) - Inyvoice Review Enguire List - Microsoft Internet Explorer

Function Help
@ & K 4 P M =2 FT &
Clost Rfrezh First Priar Pzt Lazt Amend FiltzriSert  Repart
E E7iiofzo08 13:33:05 i |t B pe % |<all Records: v T |<no sort Order Defined v
= =z| Page lof 2
YWeek Mo Tracking Unit Date From  Contrib.  Contrib. Ohj. Yariance MNegative FPositive ~
v 11 Principal 13/09/2008 8,722 3.084 4,838 EEEEER
11 Professionalf/Suppo 13/09/2008 6,900 (.E13 287
10 Principal 6/09/2008 4,008 3.084 124
10 Professional/Suppo 6/09/2008 O 6,613 -6,613 EEEEEEEN
9 Principal 30/08/2008 6,400 3.884 2516 EEER
§ Professional/Suppo 30/09/2008 15,084 (.13 8.471 AENEEEEEEER
8 Principal 23/09/2008 2900 3884 -984 |
B Professional/Suppo (23/09/2008 7.260 (ET3 R47 |
7 Principal 16/09/2008 4,473 3.084 584 [ |
7 BrrfaccinnalSomna TRNDOONA E 07 RER17 9Nk mm

Let’s jump to week 11 and review the results just entered for the Principal in week 11:

3 Shorcast Profit Tracker (Accounting Firm) - Invoice Week Analysis - Microsoft Internet Explorer,

Function  Help
@ K 4 »r P B b5)
Clogs First Frior Mext Last Fave Refresh Report
weekNo: [ 11 Actual Objective Wariance
Track Unit. Frincpal CDntrlbtJJtlll:InZ I 8722 I 3,884 I 4835 W
hits: 42 24.000 13
Date From:
ate From: |1 3/03/2008 Cantribution Per Unit: | 208 | 162 | 45
Date To: 19/09/2008 Available Capacity: | an | an | 0
Tracking Detail | weekly Analysis | Activities | Comments
[ Invoice Detail ] Weekly To-date
Invoice Mo Inv. Date Sale Costs Units | Contribution  Cantrib/lUnit Objective Wariance Review Rewiew
v 00013 15/09/2008 5,852 130 42 5722 208 £.7497 1,925

The Principal has just had a great week having achieved a huge Contribytionh and achieving very
high Contribution per Unit. The consultant ticks the Review check boxes for both weekly and to-
date reviews. This is a signal to the person who enters the Invoice details that the consultant wishes
to study this invoice in much greater detail in order to understand the reason why such a good result
has occurred. (The same would occur if the results were poor.)
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When the extended information has been entered the consultant may review this information.

-2 Shorcast Profit Tracker (Accounting Finm) - Invoice Detail &nalysis - Microsoft Internet Explorer E]E|E|

Function  Help

@ d b2l
Cloze  Swe  Bofrash  Fepart
weekMNo: [ 11 Salevalue: |  g857 Contribution: | g722
Invoice Date: [15/09/2008 CostGoods: | 130 Tracking Units: | 42
lnvoice Ne: [ooms CostPostage: [ 0 Contribution Per Unit: | 208
Tracking Unit: |Prin|:ipa| Cost Quisource; Iiu
Customer: |ABC w

Invoice Detail | Invoice snalysis

Totals: 1] 1] 0 ] 0

[tem Salevalue Costof Goods PostHandling Outsource Mo, Units Contribution | Contrib/Unit

2l Shorcast Profit Tracker (Accounting Firm) - Invoice Detail Analysis - Microsoft Internet Explorer

Here we see that the Function _Help
Customer ABC was & & =2 @
involved. The
d l d l f h Week MNo: 11 Sale Yalue: a852 Caontributian: a7z
X etal. € 'Sp lt 0 t € Invoice Date: [15/09/2008 Cost Goods: 130 Tracking Units: 4z
mvoice lntO Irvvoice Mo: 00013 Cost Postage: ] Contribution Per Unit: 208
constituent Tracking Unit: [Principal Cost Qutsource: i
components has not Customer: [4EC v
been made and is Involce Detill Invoke Analysis |
probably not r
necessary_ Q. MNo Question Answer
14 1 Has the Contribution per Tracking Unitfallen from Mo, On the contrary the Contribution per Tracking Unit is weny

the required lewel? high and the Contribution was high. This was an audit. The

H . Principal is akble to leverane very high retums frorm auditwork,
Owever5 queStlonS 2 Hawe you reduced your price(s)?

were raised and notes
or Comments were 3 Hawe the varable costs involved inthe Cost of

Sale increased abnommally?
made: .

4 Hawe you sold a different mix of products than
expected? %

-2} Shorcast Profit Tracker (fccounting Firm) - Invoice Week Analysis - Microsoft Internet Explorer,

Function  Help
@ K 4 » M B 2 -
Claze First. Prior Mext Last Fave Refresh Report D Inkernet
Week No ’—11 Actual Objective Yariance
Track Unit. [Fringipa] Cuntribiti;n. I 8727 I 3,684 I 4535 M
nits: 42 24.000 18
Date From: [13/08/2008 Contibution Per Ut | 5l =l i And for the week
Date To: [19/03/2008 Syl Copaey | il a | o some analysis was
Trarking Detail| Weekly Analysis |sctivities | Comments carried out by first
Add Activity ~ | raising questions and
G.Mo _ Question _ Answer setting Activities for
14 Has the Contribution for the week fallen from the Mo itwas an excellent weelk for the Principal. .
objective? review of the results.
2 Hasthe number of Tracking Units for the week Mo the billing incorporates work carried out over the last 3
fallen from the ohjective? weeks, well over ohjective
Comments are made.
3 Hasthe Contribution per Tracking Unitfallen frorm - The Contribution per tracking unit was excellent.
Mo et ol e )
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<2 Shorcast Profit Tracker (Accounting Firm) - Yariance Reports Reports available for review of results and tracking of the

F“”g“ “;"D 5 performance in total and by Tracking Unit are available:
Close  RunPeport  Topic
[ Erriojzoe 135510 i3 [ =i Once these reports are analysed and the consultant enters
Title further comments the Weekly Analysis Report may be
Capacity Utilisation run and submitted for review:
v Productivity by week
FProductivity by week - Accurmulated
Capacity Available ¥ Objective Master Report Comments
Capacity Available v Objective - Accurnul f‘._:E—J
Contribution s ;"

Contribution % Ohjective =
Contribution % Objective - Accumulated Comments
Contribution ' Ohjective by Unit
Contribution % Ohjective by Unit- Accum

Contribution/Unit Master Profile Reports ’
Contribution per UnitY Objective ]?.h m ]j:\'

- . . F L, T BG5S
Cantribution per Unit%' Ohj - Accumulate L}J = =
Contribution per unit by Custamer

P - - Print Objectives Print Weekly Analysis Print Performance To-
Contribution per unit by Invoice Report Report Date Report

Contribution per unit by Week
Contribution per unit by lterm

At any time in the course of the Profit Tracker methodology the Performance To-Date Report may
also be run, typically before a major review meeting.

The purpose of the methodology in Profit Tracker is to enable a clear review of billing activity.
This is to ensure that the Contribution and the Contribution per Unit for each tracked activity, in
this case the charged hours for the Principal and the Professional/Support team, are tracking toward
the Objectives set earlier at the start. The firm must take action to stop quoting for jobs that support
low Contribution per Unit. It must analyse which customers are getting away with very low rates
and take action to stop the poor quoting/billing practices. By the same token it should identify
those activities that are successful in lifting results. So if the Principal achieves a high Contribution
per Unit, how was this achieved? Can the firm do more?

Profit Tracker can identify if the Productivity of each tracking unit is on target to meet objectives or
not. It will show up any variance in Capacity Available from Objective. It will show up the
variances in Contribution per Unit for each track-able activity. As a result it will enable the
accountancy firm to see why it is not achieving its objectives. This may be visible early. This is
why the analysis is carried out weekly. It should cause all poor billing to be highlighted and all
positive outcomes to be also scrutinized. Lessons will be learned by the Principal and the
Professional/Support team so that they will list their game and achieve better outcomes.

When that happens, the Principal must lift the bar and re-set the objectives and start the process
again. By doing this the firm will achieve a continuing improvement in performance and the cash
flow improvements arising from this and the increase in profitability of the firm will enable the firm
to grow more aggressively.

Profit Tracker is designed for the external or internal business consultant. It provides the analysis
and review platform from which the accountancy firm may improve its operations, quickly. It may

take only 6 to 12 weeks to achieve outstanding improvements.

Alan Springell
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