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Key activities

Key outputs

Key benefits

The overall approach e-mel LLP

We have developed a practical approach that works and addresses clients’ specific needs.

Scope and plan
the project

Identify key issues Diagnose root causes Design solutions Implement & review
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Key activities

Key outputs

Key benefits

Our overall approach

Scope and plan
the project

m  Agree project scope and
objectives

m  Agree what success looks like
m  Agree project timing

m  Develop project charter,
documenting the above.

Identify key issues

Understand current processes

through interviews, walk
through, questionnaires,
facilitated workshops and
statistical analysis.

Document current process,
key issues and controls

Review debtors — ageing,
value and reasons for non-
payment

Identify and quantify quick
wins.

Diagnose root causes

Undertake root cause
analysis

Quantify and qualify impact of
causes

Prioritise
Verify and agree with project
sponsor

We have developed a practical approach that works and addresses clients’ specific needs.

Design solutions

Generate solutions to
address causes:

. Assess impact of each
future state option on cost,
revenue, quality and time.

» agree solution

« Identify actions to
implement

« prioritise and plan
implementation

Define measures of success
Develop implementation plan

e-mel LLP

Implement & review

Establish means of implementing
(people, skills, systems etc)

Perform initial project risk
assessments

Mobilise implementation
Train staff in new process
Measure impact

Perform post implementation
review

= Project charter

Documented process and
controls

Debt profiling and analysis
Quick wins

Understanding of causes

Agreement on importance of
causes

Options on the way forward

Agreed, prioritized solutions
Implementation plan
Agreed measures

Benefits defined

Implementation of solution
Training materials
Progress reports
Measurable impact

Post implementation review

= Common understanding of
project objectives, scope,
roles and plan.

Understanding of what is
going wrong

Insight into debt
characteristics and likelihood
of recovery

Quick wins

Clear understanding of
impact of each issue and
cause

Clear understanding of what
needs to be done to recover
the situation
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Cost benefits of solution
understood

Plan for implementing
Ability to track success

Implemented solution
Measurable benefits
Trained staff
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Main processes

Sub processes

Common symptoms

Planning & scoping example

Manage Inventory

= Evaluate demand
= Set business rules
= Plan supply

= Receive inventory
= Store inventory

= Fill order

= Evaluate
performance

ot

= High DDI or DSI

= High volume of
“buffer” stock

= Poor supplier
reliability

= High number of
“rush” orders

= “just in case” not
“justin time”

Purchase to Pay

= Select Suppliers
= Plan procurement

= Purchase goods
and services

= Process invoices

= Authorise
payment

= Resolve queries
= Run payments

= Manage
Authorisations

ot

= Late payments to
suppliers

= No segregation of
duties

= Duplicate
payments

= Long cycle time
for authorisations

= High invoice
processing costs

= Poor supplier
performance
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Walk through the client process and controls to identify the issues...

Sales to Cash

= Manage prices
= Manage credit

= Sell

= Process invoice
= Collect Cash

= Allocate cash

= Resolve queries

= Customer data
maintenance

el

= Aged debtors

= Unallocated cash
at invoice level

= [ncorrect revenue
recognition

= No structured
dunning process

= High DSO

Manage Cash flow

= Manage DPO-
DSO balance

= Forecast cash
requirements

= Manage FX
= VAT reclamation

= Manage Bank
Accounts

el

= Payment of
suppliers before
receipt of payments

= [naccurate
forecasting of
requirements

= Unfavourable
banking terms

= No VAT
reclamation

e-mel LLP

Manage Assets

= Record assets
= Value assets

= Forecast future
asset requirements

= Acquire or
dispose of assets

= Depreciate assets

el

m Assetrich, cash
poor

= Poorly utilised
assets

= High degree of
unnecessary asset
ownership

= Poorly defined
CAPEX process
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Identify key issues example

e-mel LLP

Assess the impact of the issue and drill down to the root causes...

Manage inventory

Assess supply
alternatives

Analyse historical

Analyse customer
demand

Reconcile to PO
leadtimes

Assess quality and
compliance

Process GRN
Authorise acceptance

Assess conditions

Store inventory
Tasks Analyse sales forecast Analyse competitor

Assess supplier
service

capability Plan rotation

Evaluate past
accuracy

Evaluate reorder need

Negotiate leadtimes Determine inventory

] r iremen
Evaluate supplier TSRS

Sub
process

4

Inaccurate forecasts

Cyclical demand
profiles

Lack of history
Issues

h 4

Inaccurate demand
leading to excessive
inventory required:

performance

4

Erratic customer
demand

Inappropriate rules

Poor supplier
performance

Fear of failure

h 4

More rush orders and

part truckloads, a high

distribution cost: +5%
on costs

4

Supplier processes not
capable

Lack of consideration of
alternative supply
methods

Inventory requirements
set too high

h 4

More inventory points,
high logistics costs:
£100k
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4

Poor quality deliveries
GRN inaccurate
Partial deliveries

Pricing errors

h 4

Inaccurate inventory
records, inaccurate
payments, stockouts:
£1.5m

v

Inappropriate storage
conditions

No rotation

Reorder points set too
low

Stockouts

h 4

Degraded product,
warranty claims,
stockouts: £860k

Poor customer
satisfaction and cost
performance: Lost
business = £1m
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Identify key issues example e-mel LLP

A simple way to assess the size of the prize and where the hot spots are...

DIAGNOSTIC MODEL
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ldentify key issues and root causes

From the work done, use SMOT analysisto identify causes to address...

N

N

Purchasing authorisation is well
controlled

Strong management information in
some business groups. However,
this is not leveraged across
business units

Hands on management

Performance orientated culture
encourages maximisation of direct
profitability

Establishment of business service
standards

Supplier performance management

Stronger alignment of Supply Chain
KPIs to business needs

Standardisation of processes
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N

N

Inaccurate GRN data leads to
duplicate payments

Lack of responsibility for tasks
Lack of right first time principle

Poor debtor management

Software and databases poorly
maintained

No coherent working capital
management programme

Lack of sustained effort

No further loan facilities available
due to high wc requirement

Excessive interest rates and
interest payments

Inability to engage in M&A activity

Meeting customer needs at high
cost that reduces profitability

e-mel LLP
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Design solutions

Evaluate possible solutions in terms of client benefits

Issue Improvement ideas Value impact

Nn  Establishment of business
service standards

~ Inaccurate GRN data leads to
duplicate payments

N Poor debtor management

N Supplier performance
management

N

Establish business service standards that
meet customer needs and reduce supply
chain costs

Align own processes to meet customer
demand

Electronic scanning
Management review of GRN accuracy
All payments checked to PO and GRN

Establishment of dunning process
Sales incentives linked to cash collection

Establishment of credit management process

Set rigorous supplier performance criteria
Align business share to performance
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N

N

e-mel LLP

20% reduction on supply chain costs.
Reduction of 20% on cost of quality.

Processing cycle reduced to 2hours

Contribution of £230k to cash flow by
eliminating duplicate payments.

DSO improvement of 20 days

£2M cash collected over usual monthly
income.

Improved DPO-DSO balance.

Improved supplier leadtimes and reliability
Lower inventory by £1M per year
Improved customer satisfaction ratings
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Design solutions

Go for the solutions with maximum benefit & ease of implementation...

Ease of
Implementation

Hard

e-mel LLP

Implement
Supplier KPIs

Demand

forecasting

Establish
ervice standarc

anagement

Link sales
centive to cas
collection

Cash forecasting

Asset disposal

Reduce
inventory

L ow

EXXX

Impact on
Business
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High

EXXX
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Implement e-mel LLP

Plan implementation — start by painting the vision...

Five quick fixes

N Establish business service standards
n  Collect cash from aged debtors

Future State

N Lean supply chain

~n  Link sales incentives to payment

~n  Check payments vs PO and GRN

~n  Cash receipts allocated to invoices
within 24hrs

~  DSO at industry leading practice

Control inventory reordering

~  Positive balance between DSO
and DPO

Current State ~ Lean asset base

N Proactive credit management

Lack of demand management i
N~ No duplicate payments

~n  Lack of understanding of customer

needs and supplier capability N High customer satisfaction ratings

N Poor credit management and cash Longer term recommendations

collection
Align supplier performance and supply
chain to customer needs.

N Poor payables management with
high number of duplicate payments

N Poor inventory control with hlgh N Differential Supp|ier treatment based on

DDI performance.
~  Disproportionate amount of manual ~n  Eliminate inventory holding points.
processing N Upgrade systems to automate

n  Lack of coherent working capital processing.

programme N Make to Forecast or Make to Order only.

N Poor asset utilisation
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Results

What, where?

Truck manufacturer: Review of
operating assets — working capital plus
property.

Security company: Review of debtors

Media company: £250k of duplicate
payments identified

Aerospace company: Procurement
review & inventory review

e-mel LLP

£5m reduction due to debtors alone.
Joined up management of working
capital.

Debtors reduced by 73% and bad debt
identified. Sales process redesigned.

85% of duplicate payments recovered.
Vendor database cleansed.

Inventory reduced by £5m and controls
put in place to prevent future build up
(Process design, controls
implementation & staff up-skilling)

E-mail;: partners@e-mel.co.uk or jon@e-mel.biz
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