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Performance reporting - beyond the bottom line

By Katy Sutherland, senior manager Corporate Finance, Anderson Anderson & Brown LLP, Chartered Accountants

“In an age of corporate mistrust and scepticism, it is important that businesses
work harder than ever to provide key stakeholders with confidence and comfort”

Actively monitoring the performance of your
business has never been more important.
When times are good and cash is coming in, we
tend to get on with the day job. When times are
tougher, many companies find themselves in
unchartered territories and a more formal
approach is required. More often than not, this
is driven by external factors such as
increasing scrutiny from banks and investors
and/or mounting pressure from shareholders
and staff looking for assurances. So how do
you make the transition from working ‘in’ the
business, to working ‘on’ the business?

Initiating a performance reporting project is a
good place to start. This requires a commitment to
sharing pertinent financial and non-financial
information with some, if not all staff and other key
stakeholders. Culturally, this can be difficult. The
North Sea has a large concentration of owner-
managed businesses that have experienced rapid
growth; these entrepreneurial businesses in
particular have a tendency to hold financial
information under lock and key. When they start to
open up, the results can be staggering.

A well conceived performance reporting
framework has many benefits:
1. Monitors whether the strategy is on track

While companies often invest time and
resource in strategy development, more often than
The

performance report should be linked explicitly to

not, they miss a vital step - monitoring.

what creates value in the business and if the
strategies are failing to create value, they need to
be revisited.

How do you k

2. Empowers and aligns staff

Staff can be very quick to judge, but with the
right information they are more likely to be aligned
with their superiors. A performance report can be
rolled out at divisional, team and even individual
level. Instead of individuals being assessed

against generic competencies, they are

incentivised to genuinely create value across the

business.

3. Keeps banks, investors and stakeholders
informed

Anecdotal evidence is no longer enough.
Banks, investors, customers, suppliers and
analysts are requesting unprecedented levels of
detail. A comprehensive performance dashboard,
with both historical and leading indicators, will
create a more open and trusting relationship. It
provides external parties with confidence that
management are aware of any issues and
eliminates the likelihood of any ‘surprises’.

4. Provides ‘warning signals’

Many management teams and boards spend
their time naval gazing — i.e. reviewing historical
financial information. Historical financials are
important, but not in isolation. They need to be
reviewed in the context of a fuller picture, with both
financial and non-financial metrics, and take
account of leading as well as lagging indicators.

5. Allows boards to be more strategic

Many board members complain that they
spend too much time discussing what colour to
paint the office than they do on strategy and
performance. A performance reporting framework

provides an ideal mechanism for focusing on what
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really matters. A traffic light system is typically
used to identify the problem areas, with any area
moving through amber before becoming red. As
such, the board and senior management team are
in a position to address an issue before it’s too late.

In an age of corporate mistrust and scepticism,
it is important that businesses work harder than
ever to provide key stakeholders with confidence
and comfort. What better time to improve the
transparency in your business and implement a
performance culture where everyone is pulling in
the same direction. m

ow if your business

strategy is really working?

e Spending your time reacting instead of being proactive?
* 10 pages of monthly management accounts to wade through?

* Need to extract key information to communicate to stakeholders?

OUR TEAM CAN PROVIDE THE ENERGY TO CREATE, IMPLEMENT AND MONITOR
YOUR ORGANISATION’S FUTURE

CORPORATE
FINANCE
DIVISION

corp.fin@aab.co.uk e www.aab.co.uk

Contact Mike Brown or Katy Sutherland on 01224 625111
ANDERSON ANDERSON & BROWN LLP, 9 QUEENS ROAD, ABERDEEN AB15 4YL

May 2010 Energy International 59




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 10%)
  /CalRGBProfile (Apple RGB)
  /CalCMYKProfile (U.S. Sheetfed Coated v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (None)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 250
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.24800
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.40
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 375
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.24800
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU <>
  >>
>> setdistillerparams
<<
  /HWResolution [300 300]
  /PageSize [612.000 792.000]
>> setpagedevice


