
Five FP & A Practices to Ditch in 2018 

Business today is dynamic. Trends move faster than ever, and attachment to legacy 

systems could be holding your company back. If you want to be on the leading edge, 

you must leave those outdated, manual systems behind and move your financial 

planning and accounting department into the future. Get ready to optimize your 

business! 

Here are five FP&A practices to ditch in 2018: 

1. Only Setting Annual Targets 

The assumptions that drive annual targets are static, and what's worse is that they 

sometimes have large margins of error. They're guesses at best, and guessing does 

little to help your business. The projections set during the previous year are often 

irrelevant by the time Q1and Q2 arrive. And focusing on forecasts that are no longer 

meaningful is distracting for your team because it forces them to be reactive instead of 

proactive and engaged. 

Instead, think in terms of quarters or months, focus on the trends that are happening 

now, and adjust and optimize accordingly. Doing this will give you a more transparent, 

granular view of your business and provide insights into how to best move forward. 

2. Linking Bonuses to Budget Achievement 



Most importantly this is a conflict of interest. It focuses the budget owner (by which we 

mean the head of marketing, the head of sales, etc.) on the lowest possible targets. 

Rather than concentrating on growth and optimizing performance, budgeting becomes a 

race to the bottom. 

Instead, correlate bonuses to strategic objectives. Reward reallocation and utilization of 

resources that optimize performance. 

3. Only Allocating Resources Annually 

Annual budgets take too long to produce. By the time they're in play, the referenced 

data is no longer relevant, and resources have been allocated inefficiently. All the 

budget owner gets is a number they need to hit, which engenders a reactive, 

disengaged mindset. It's unlikely that anyone will come forward with creative, big ideas 

on how to drive business in this kind of environment. 

Instead, forecast monthly. Monthly forecasting helps you identify problems early 

because you can evaluate performance based on current data and trends. Timely data 

empowers your team to attack reality as it stands, and then adjust the business plan to 

course correct. 

4. Comparing Actuals to Last Year's Targets 

Annual budget targets are flawed and out-of-date. Comparing the past to the present 

gives you irrelevant data analysis because trends are continuously shifting. Last year's 

data cannot take the pulse of your business today. Stop looking backward! 



Instead, compare actuals to forecasts, not budgets. Forecast monthly to get an accurate 

view of performance and use those insights to adjust your decisions and execution. 

Then, compare actuals to forecast results for a more meaningful analysis. 

5. Stop Using Spreadsheets for Everything 

Oh, Excel! Excel is excellent at some things and terrible at others. It has been around 

for so many years that the interface is like home and the formula syntax is the secret 

language of everyone in finance. But it can't validate data, it's not secure, and it's rife 

with broken formulas. It also makes collaboration inefficient and can't scale over 

complexity and growth. 

Instead, embrace new cloud-based Enterprise Performance Management technologies. 

XXXXXX's EPM offers the interface and formula syntax of Excel, so it's a smooth 

transition, but houses your data in a multidimensional database. You get all the 

functions of Excel, plus data governance, security, control, and dynamic, on-demand 

reporting. On-demand reporting is the ability to drag and drop, slice and dice, and pivot 

your data whenever you'd like. You can also do advanced modeling and planning within 

the platform. 

If these five practices sound familiar, don't fret! You have the power to transform your 

business. Join us for a live weekly demo that highlights the key features of our EPM 

Platform and find out how we can help.  

 

http://www.google.com/


Timely data analysis is the linchpin in choosing the best course of action for your 

business. According to a study cited by Forbes, "Top-performing companies are three 

times more likely than their competitors to be sophisticated data users." But compiling 

data takes time, and as we all know, time is money! 

Consider the case of XXXXX, a global XXXXX company that's responsible for popular 

brands like XXXXX. XXXXX has regional offices in 10 countries and international 

distributors in over 100. They also serve some of the largest retail chains in Europe and 

North America. Compiling the data from all sources each month was time-consuming, 

and they needed a template-based system that would make spreadsheets obsolete. 

They implemented XXXXX Enterprise Performance Management Software (EPM) in 

2017. 

XXXXX chose XXXXX over other business analytics providers for two reasons: 

1. They could start using XXXXX EPM right away. Their second choice version would 

have taken over a year to be operational. 

2. XXXXX cost four times less and doesn't charge consulting fees. 

Since implementing EPM, XXXXX has been able to cut a month from their budget cycle. 

And, XXXXX (FP&A) says that "XXXXX is absolutely driving new insights. When the 

month closes we have reports in the hands of our CEO and CFO the very next day, 

which they can take action upon immediately." 

https://www.forbes.com/sites/homaycotte/2016/09/22/data-sophistication-why-it-matters-how-to-achieve-it/#2aa44aea18cc


Read the full story here and learn how XXXXX helped XXXXX shift their business into 

high gear. 

 

LIFO the Party 

Even though being the last in but first out might mean that the shindig you're attending 

is anything but fun, it can be the life of your business party. 

I know, I know. How can tracking your inventory and cost of goods sold (COGS) 

possibly be fun, right?! But what if I told you that in periods of rising prices, LIFO (last in 

first out) could create higher costs and lower your net income? That means that selling 

the same inventory means you get to deduct more when you file your taxes, and who 

doesn't want that?! 

Let's say you're throwing a bash for your work colleagues and your boss has agreed to 

reimburse your expenses. You love your coworkers and decide to serve oysters and 

champagne. Being the financial wizard you are, you find the best deal on the magical 

crustaceans and stock your refrigerator with half-shells. 

Everything's going great. The music is perfect and the food is incredible. And people are 

wining, dining, and connecting with each other like you wanted. You're killing it! During 

the evening, oysters go up from 36 dollars a pound to 54 dollars a pound. Luck is 

smiling on you! You just made an extra 18 dollars per pound on those little shuckers 

http://www.google.com/


because your company is going to reimburse you at the highest price. For a 50 person 

party, that means you made an extra 900 dollars, and you didn't do anything! 

LIFO does this for your business by valuing your unsold goods at the lowest price and 

your sold products at the highest. It's excellent for your tax return because it balances 

the higher cost of goods sold against your lower-priced current inventory. Your income 

is the same, but you can deduct more. 

Here are some considerations: LIFO is only legal in the United States, so your business 

must be based there to take advantage of it. And since once you use LIFO for your 

taxes, you must use it for external reporting, using it can also get your shareholders less 

money per share. That said, LIFO is particularly helpful when prices are rising and in 

times of inflation. 

Have you used LIFO? How has it helped your business? Leave a comment below! And 

be sure to check out XXXXX to learn more about how you can create a thriving 

business.  

 

 

 

 
 


