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What a Monthly
Management Account Pack
should look like

The figures in this report are for illustration purposes only
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Introduction

Three reasons your business needs a Monthly Management Account Pack:

Businesses that make the time to do this are far more resilient to financial shocks.

Gaining a better insight into what is working well and what is working less well enables a
business to make better financial decisions more quickly and more decisively.

Business owners and leadership teams who truly understand their numbers seize the right
opportunities and avoid expensive distractions.

When creating your Monthly Management Account Pack:

Keep it simple.

Make sure everyone in your leadership team understands every section of the pack.

Invest in professional help to build your pack, if required in the first instance, but never rely on
this help going forward. You and your team need to know your numbers better than anyone
else.

Scenario

The purpose of the following scenario is to show, over the course of the next eight pages, what a
Monthly Management Account Pack should look like.

In this scenario, the key performance indicator (KPI) targets are for a medium-sized professional
services business. These are as follows:

See the

Jrh

Work in progress £625k

Sales £167k per month

New leads 1,000 per month with a conversion rate of 25%
Fee earner income £33k per month

Gross profit £83,330 per month

Overheads £41,667 per month

KPI report on page 9.
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Key objectives

These are the most important goals the business is aiming to achieve in the next 12 months in
order to turn its growth plans into reality.

In this scenario, the key objectives are:

¢ Increase lead volumes

e Grow work in progress

e Manage overheads

e Increase average fee earner performance
e Reduce aged debt

Work in progress (aka sales pipeline)

Work in progress is a visual snapshot of where potential clients are in their buying journey.
Work in progress (WIP) steadily increased in the first quarter of the year and declined in the second
quarter. WIP has started to rebuild in October and although this bodes well for increased sales in

November, we are still short of our target WIP £625k. We have taken corrective action to increase our
WIP in October by concentrating on increasing our average income per sale.
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Revenue
Refers to the revenues earned when selling goods or services.

Our sales forecast for the whole year is £2m. Sales have continued to fall over the past three months
because of reducing WIP. October was particularly poor at 54% of target. We are confident we will
achieve our sales target of £167k per month from January onwards and we expect to achieve £1.7m
by the end of the year.
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New leads
New leads are expressions of interest in your goods or services.
The conversion rate from leads to sales is very good, however, more leads are required for us to

achieve our monthly target of 1,000. Advertising and marketing activities are under review and we
expect leads to increase from January onwards.
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Fee earner performance
Measurement of individual performance.

Fee earner D and E are close to the required run rate of £400k per annum. Fee earner A and C are
significantly below the required run rate primarily due to a lack of new leads.
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Gross profit

Gross profit is the total sales minus the total cost of the goods sold.

We are achieving our gross profit percentage target of 50% of sales, however, because sales are
below target the cash value of our gross profit currently stands £442k year to date, which is £142k
short of our target. We expect this performance to improve over the next five months but if this proves
not to be the case, we will take action to reduce the cost of sales.
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Overheads
Overheads are costs related to the day-to-day running of your business.

We have continued to review our overheads and make cost savings where possible to align to our
sales performance, which, as previously stated, has been below our expectations. We will continue to
monitor these costs carefully and make savings where appropriate.
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Net profit
Net profit is the gross profit minus your total business expenses (before tax and dividends).

We are forecasting a net profit this year of £300k, which is well short of our target of £500k.
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Available cash reserves

Cash reserves are the total of the bank balance(s) minus the provision for corporation tax and
VAT.

Cash reserves have reduced from £120k in July to £67,500 in October due to our downturn in sales.
We expect to rebuild cash reserves from January onwards.
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Aged debtors and creditors

Aged debt is a measurement of the total money owed by clients outside of your normal
payment terms.

Debtors have increased in October and we are taking action to speed up the payment of overdue
invoices.
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Creditors are the total amount of invoices that you owe to your suppliers.

We slowed down some payments to our creditors in October to help our cashflow position. We plan to
speed up payments to creditors as and when sales recover.
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Tax diary

A tax is a compulsory sum of money imposed on individuals or organisations by the
government to fund public spending.

VAT

Next payment due on 7 November is £70Kk.
PAYE

Up to date.

Corporation tax

Next payment due on 1 January is £60Kk.
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Profit and loss report

Month Apr | May T dun | Ju | Aug | sep | oct | Nov | pec | Jan | Feb | Mar [ Actual Budget
Sales

Sales A 80,000 80,000 100,000 100,000 80,000 75,000 65,000 580,000

Sales B 30,000 40,000 40,000 50,000 20,000 10,000 15,000 205,000

Other Income 20,000 10,000 10,000 10,000 20,000 20,000 10,000 100,000

0

Total sales 130,000 130,000 150,000 160,000 120,000 105,000 90,000 0 0 0 0 0 885,000 2,000,000
Direct cost of sales

Fee Earner Salaries 34,000 34,000 37,000 44,000 30,000 32,000 26,000 237,000

Fee Earner Bonus 16,000 16,000 20,692 17,539 16,154 8,385 8,615 103,384

Fee Earner (employers NI) 15,000 15,000 17,308 18,462 13,846 12,115 10,385 102,115

0

Total delivery cost 65,000 65,000 75,000 80,000 60,000 52,500 45,000 0 0 0 0 0 442,499 1,000,000
Total direct cost of sales % 50 50 50 50 50 50 50 0 0 0 0 0 50
Gross margin 65,000 65,000 75,000 80,000 60,000 52,500 45,001 0 0 0 0 0 442,501 1,000,000
Gross margin % 50 50 50 50 50 50 50 0 0 0 0 0 50|
Selling and marketing costs

Marketing Manager 4,000 4,000 4,000 4,000 4,000 4,000 4,000 28,000

Employers NI 1,200 1,200 1,200 1,200 1,200 1,200 1,200 8,400

Marketing and Advertising 4,800 4,800 4,800 4,800 4,800 4,800 4,800 33,600
Total selling & marketing costs 10,000 10,000 10,000 10,000 10,000 10,000 10,000 0 0 0 0 0 70,000 120,000
Total selling & marketing costs % of sales 8 8 7 6 8 10 11 0 0 0 0 0 8
Overhead staffing costs

Director Salaries 4,385 4,385 4,385 4,385 4,385 4,385 4,385 30,692

Admin and Support Salaries 11,000 11,000 11,000 11,000 11,000 11,000 11,000 77,000

Employers NI 4,615 4,615 4,615 4,615 4,615 4,615 4,615 32,308
Total overhead staffing costs 20,000 20,000 20,000 20,000 20,000 20,000 20,000 0 0 0 0 0 139,999 240,000
Other overheads

Rent and Rates 1,500 1,500 1,500 1,500 1,500 1,500 1,500 10,500

Motor Expenses 1,200 1,200 1,200 1,200 1,200 1,200 1,200 8,400

Travel and Entertainment 2,500 2,500 2,500 2,500 2,500 2,500 2,500 17,500

Printing and Stationery 500 500 500 500 500 500 500 3,500

Telephone and Computer 250 250 250 250 250 250 250 1,750

Professional Fees /Recruitment 500 500 500 500 500 500 500 3,500

Equipment Hire and Rental 1,000 1,000 1,000 1,000 1,000 1,000 1,000 7,000

Maintenance 800 800 800 800 800 800 800 5,600

Bank Charges and Interest 250 250 250 250 250 250 250 1,750

Bad Debts 500 500 500 500 500 500 500 3,500

General Expenses 1,000 1,000 1,000 1,000 1,000 1,000 1,000 7,000
Total other overheads 10,000 10,000 10,000 10,000 10,000 10,000 10,000 0 0 0 0 0 70,000 140,000
TOTAL BUSINESS OVERHEAD 105,000 105,000 115,000 120,000 100,000 92,500 84,999 0 0 0 0 0 722,499 500,000
Net Profit/(Loss) 25,000 25,000 35,000 40,000 20,000 12,500 5,001 0 0 0 0 0 162,501 500,000
Cumulative Net Profit /(Loss) 25,000 50,000 85,001 125,001 145,001 157,501 162,501 162,501 162,501 162,501 162,501 162,501
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KPI report

Average per

KPI's Annual Target|Monthly Target Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar |Year to date month
Financials:
Work in progress N/A 625,000 500,000 550,000 600,000 450,000 400,000 350,000 550,000 NA 485,714
Total revenue 2,000,000 167,000 130,000 130,000 150,000 160,000 120,000 105,000 90,000 885,000 126,429
Gross profit £ 1,000,000 83,500 65,000 65,000 75,000 80,000 60,000 52,500 45,000 442,500 63,214
Net profit £ 500,000 41,667 25,000 25,000 35,000 40,000 20,000 12,500 5,000 162,500 23,214
Lead Generation:
Number of new leads 12,000 1,000 800 850 900 700 550 500 825 5,125 732
Number of new sales 2,400 200 167 200 197 138 133 113 183 1,131 162
Conwersion rate % 20 20 21 24 22 20 24 23 22 156 22
Awerage fee/case size £ N/A 835 778 650 761 1,159 902 929 950 NA 876
Individual fee earner/adviser/associate:
Fee earner A £ 400,000 33,000 20,000 20,000 25,000 30,000 20,000 10,000 5,000 130,000 18,571
Fee earner B £ 400,000 33,000 25,000 25,000 30,000 30,000 20,000 5,000 5,000 140,000 20,000
Fee earner C £ 400,000 33,000 25,000 25,000 25,000 30,000 20,000 20,000 20,000 165,000 23,571
Fee earner D £ 400,000 33,000 30,000 30,000 40,000 35,000 30,000 35,000 30,000 230,000 32,857
Fee earner F £ 400,000 33,000 30,000 30,000 30,000 35,000 30,000 35,000 30,000 220,000 31,429
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