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Summary

In the face of changing markets, increased regulatory pressures and
wary investors, most successful companies are taking an integrated,
broad-based approach to managing performance and business
planning. Successful companies drive performance through Enterprise
Planning. More importantly a fully 'connected’ business plan and
model will ensure high performing businesses extending the value of
the planning process into the following areas and beyond:

.? Demand Planning,
.} Production and Capacity Planning,

.} Logistics Planning,
) Business Review and Adjustment of all Plans,

.} Financial Planning, P&L Balance Sheet and Cash Flow.

Connected Business Planning

All businesses drive financial planning; firstly through external
demand, which in turn, requires support from production,
through to logistics, marketing, expenses and concluding with
financial plans for profit and loss, balance sheet and cash flow.

Company Challenges

Performance Management begins with Enterprise Planning and best-
in-class performance begins with End to End Planning solutions from
Simpson Associates.

Even for companies with the most complex business models, Simpson
Associates End to End Planning Solutions provide integrated
operational and financial planning in real time, for immediate visibility
into resource requirements and future business results.
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What Must Integrated Planning
Solutions Achieve?

With integrated 'connected’ planning solutions and software, Simpson
Associates helps you build a foundation for higher performance across
the enterprise.

~

Define Your Goals-Create a clear-cut strategy for achieving best-
in-class status.

Plan For Performance-Turn strategy into discrete plans and

budgets for employees and external partners.

Engage The Organisation-Provide real-time feedback to planning

process and participants.

Connect Operations and Finance-Build strategic plans that
maximise operational effectiveness and inform both operational
and financial plans.

Gain Greater Flexibility-Realign plans quickly as conditions change.

Understand Results-Manage performance by integrating your
planning with industry-leading Cognos reporting and analysis.

Cross Enterprise Security-For complete access control and single
sign-on.

Scalability-To thousands of participants.

Performance Management-Enabled with integrated reporting,
analyses and scorecards and metrics.

Distributed Administration-Shares responsibility for sharing

Enterprise Planning information.

Synchronise and Manage-Connected business plans that link

operational effectiveness and financial performance.
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About Simpson Associates

Simpson Associates delivers Performance Management solutions to
companies across a wide range of sectors and sizes. Fundamental to
Performance Management success is a solid foundation layer
comprising high quality of data standards coupled with enterprise
levels of Business Intelligence and Enterprise Planning. Performance
Management standards provide companies with the ability to
connect vision, strategy and performance within a closed loop,
enabling such companies to efficiently monitor all key processes,

operate effectively and make informed decisions.

With a team of financially qualified and Cognos accredited
consultants, Simpson Associates is fully capable of delivering high
quality Performance Management solutions.

For further information on End to End Planning Solutions
and Simpson Associates, please contact:
Simpson Associates on +44 (0) 1937 586800,

or e-mail info@simassoc.co.uk
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Process Overviews

Demand Planning

The purpose of this module is to create unconstrained demand from a
number of sources.

The annual demand forecast for the relevant fiscal year is entered for the
company in total and the appropriate sales divisions. The most likely level
of detail is product managers/areas; major product group and major
customer groups some of which may be sales channels, others named
retailers.

The actual sales for the period are usually derived from transactional
systems (eg., ERP) providing the basis for the most likely outcome of the
current financial year for both the company and the sales divisions.

Marketing assumptions would be established at a very high level
including price increases, seasonality, new product launches and product
withdrawals.

The latest ERP auto-forecast would be extracted. This is based on
historical demand and seasonality factors. This would be loaded
(typically) on a monthly basis as a separate submission and would
provide the basis for overlaying all of the marketing assumptions referred
to above.

Promotions would be planned at the level of product group, customer
group and month. Promotional campaigns would be specified by the
marketing teams and would add to the base level of demand.

Sales Managers would have the option to complete forecast amendments
according to their knowledge of the current economic climate. Unlike
other systems, this knowledge would not be lost each time the auto-
forecast is run. Facilities exist to enable sales managers to add specific
forecast to "made to order products”. This would be held as part of the
demand plan.

"The combination of annual forecast, less actual sales, less current
forecast, will force out shortfalls and surpluses in annual targets. Sales
managers can work to minimise such shortfalls ensuring they have full
visibility. Senior managers will be aware if the forecast starts to assume
a significant divergence from reality."

The demand plan is produced with volume (base unit of measure), sale
revenue, and standard costs are the principal units of measure. Volume
would be converted to net selling price by reference to average net sales
prices by sales channel. Volume would be converted to cost by reference
to average cost price.

The unconstrained demand plan would be revised through a number of
interventions from product manager to executive review. All of these
changes could be identified as a separate element in the forecast to
retain ownership and audit trail.

Production Planning

The purpose of this module is to take unconstrained demand from
Demand Planning and adjust for production constraints and planned
smoothing of seasonal fluctuations.

The unconstrained demand is by product group, channel and month. It
is provided as a view for marketing by business manager and as a view
for production by work centre.

Capacity constraints are held in a series of assumption cubes. There are
four key constraints that may break down into sub component levels.
The four key constraints are:

. Factory | work centre constraints which impact on the capability
of the facilities to produce throughput.

. Plant constraints relate to the capabilities of certain parts of the
plant to produce / pack a volume of product.

.} Labour constraints relate to the number of man hours available
and the option to flex through either overtime or shift patterns.

«! Material constraints relate to the availability and lead time of
key raw material and factored products.

A production plan is produced by applying the unconstrained demand
plan against the constraints at a product group level and allowing the
production planners to flex the production schedules to avoid
bottlenecks and pre-build inventory. This can be reviewed and modified
at the highest and lowest level of planning to ensure that the top down
plans and the bottom up constraints produce a constrained production plan.
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Logistics Planning

The purpose of this module is to take the constrained production plan
from manufacturing, adjust for logistical constraints and planned
smoothing of seasonal fluctuations.

The production plan is by product group, channel and month. It is
provided as a view for production by work centre and to logistics by
warehouse.

Capacity constraints are held in a series of assumption cubes. There are
four key constraints that may break down into sub component levels.
The four key constraints are:

. Storage capabilities. The extent to which the warehouse can
accommodate production and the product can accommodate
storage (i.e. with respect to shelf life).

&

Throughput capabilities. The extent to which the logistics
department are able to ship the product bearing in mind picking
capabilities and centres of distribution factors.

Labour constraints relate to the number of man hours available

-

and the option to flex through either overtime or shift patterns.
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Transport cost relate to the ability to ship in the most economical
way avoiding additional costs arising from customer service

constraints.

A logistical plan is produced by applying the constrained production
plan against the logistical constraints and allowing the logistics
planners to flex schedules to avoid bottlenecks. This can be reviewed
and modified at the highest and lowest level of planning to ensure that
the top down plans and the bottom up constraints produce a
constrained logistics plan.

Reports
* Income Statements.
* Balance Sheets.

* Cash Flow
 Financlal Ratios
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Financial Planning

The constrained business plan including management adjustments
can then be linked to the financial plan. At the top level this
includes profit and loss, balance sheet and cash flow statements.

A separate headcount-planning module is used to plan headcount,
payroll costs and payroll related expenses. The headcount phasing
model includes the numbers of people in both direct and indirect
processes and provides input to the financial plan. An iterative
process is used to reconcile the people required in the production
plan with the numbers of people employed within the business.

Sales and gross margin are derived from the constrained demand
plan. An overhead and cost centre model allows cost centre
managers to input overhead cost. Automated links bring
information from the headcount-planning module at summary level
into the cost centre overhead models.

Manufacturing and logistics costs are derived from a combination
of the demand plan and the cost centre models. Manufacturing cost
variances are based on volume related assumptions converted at
standard cost [ contribution rates.

A capital expenditure model captures capital expenditure projects
and phases over time. Links to the balance sheet, profit and loss and
cash flow will ensure that the correct levels of depreciation are
included in the P & L, the balance sheet has accurate fixed assets
and the cash flow includes an estimate for capital expenditure.

Standard templates will be used and modified as appropriate to
convert sales and costs into debtors, creditors and inventory to
produce a planning cash flow requirement to the level of PBIT |
Operating Cash flow.

A separate planning module is required to take PBIT / Operating
Cash Flow and adjust for foreign exchange movements, funding
constraints, dividends and investments and interest to produce a
movement in retained earnings and net cash [ funding
requirements.

The process can be used on a monthly basis and to project forward
over a number of years to model strategic decisions. It can also be
used to test different business scenarios or “what if?" decisions and
scenarios.



