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Interpreting Financial Data
Are financial statements just for preparing tax returns? In this session we will look at the nature of the data trapped within general ledger systems and reveal how this data can be transformed into information that can be used by accountants to provide recommendations to customers to improve financial performance. Learn what to measure, how to analyze it and what to communicate.

I. What is the relevant data to use?

i. Financial data is found in general ledger systems and is part of a broader system known as a Financial Information System (FIS). An FIS system aggregates and analyzes financial data. 
ii. Data is aggregated to derive Key Performance Indicators (KPIs) that track and predict performance against pre-determined financial objectives.  

iii. Not all KPIs are relevant to effective and efficient management processes. Selection of the ‘right’ ones depends on the strategic goals and objectives of the organization and the significant business drivers for the company.

iv.  A comprehensive approach to selecting KPIs will draw on measurements affecting customers, financial performance, internal processes and employees. Leading and lagging indicators should be considered.
II. How to extract and analyze the data.
i. There are multiple methods to extracting the relevant data from FIS to compute relevant KPIs. Automated methods are superior to manually driven extraction methods.
ii. Extraction and analysis can be leveraged through the use of cloud technology.
iii. Analysis and interpretation of KPIs is the most critical part of the FIS. What is the data telling us? Is the organization on track to achieving objectives?  Is corrective action required?
iv. Benchmarking KPIs can be effective in interpreting and analyzing KPIs but there are some cautionary considerations as well.
v. Sage View is an example of a tool available to efficiently extract and analyze critical KPIs for an organization.

III.  Communicating the information.
i. Who are the main stakeholders inside and outside of the organization?

ii. What information is required to make effective decisions?

iii. What is the relevant frequency for communication?

iv. What is the communication style of the recipients of the information?

v. What are the appropriate methods for communication?

Summary: An effective financial information system is critical for management of organizations to achieve financial objectives. Key elements of the system include extraction of relevant data, computation of critical key performance indicators, analysis and interpretation of the KPIs and effective communication to stakeholders. To be effective these steps need to be performed as part of a continual analytical system. 
