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1. GoalーThe Ideal Management System

Mid/Long-term Business Plan

Annual Budget P&L

KPI Setting

Rolling Forecast

Performance Appraisal & Reward

Business Strategy

In reality, many SMEs 

cannot apply this ideal 

flow immediately 

because their 
accounting accuracy is 

insufficient.

Therefore, the first 

priority is to improve 

accounting 

accuracy.



2. Improving Financial Accounting Accuracy 
    (Task No.1)

1. Compliance with revenue recognition rules in 
manufacturing

2. Compliance with procurement recognition rules in 
manufacturing

3. Achieving “One Truth” for manufacturing cost

4. Proper accrual of selling & administrative expenses

Accurate accounting is the foundation of all 
management systems !



2. Improving Financial Accounting Accuracy 
①Revenue Recognition in Manufacturing

◼ Products
➢ Domestic Sales：EX-WORKS

(upon warehouse shipment)
➢   Export Sales：FOB 
                          (Free On Board: upon vessel loading)

◼ Installation/ Services
➢ Upon Customer’s Final Acceptance Certificate

✓ Even if advance payments are received, revenue cannot be recognized until the 
above conditions are met！

✓ Cost of sales cannot be recognized until revenue is recognized; likewise, the 
relating costs must remain in inventory！



2. Improving Financial Accounting Accuracy 
②Purchase Recognition in Manufacturing

◼ Parts
➢ Domestic Purchase：DDP 
                                   (upon warehouse receipt)
➢   Import Purchase： FOB 
                     (Free On Board: upon vessel loading)

◼ Installation/ Services (outsourced)
➢ Upon Final Acceptance Certificate

✓ Even if advance payments are made, procurement cannot be recognized until 
acceptance！

✓ Work-in-process inventory cannot be recognized until procurement is 
recognized !



2. Improving Financial Accounting Accuracy 
③Achieving “One Truth” for Manufacturing Cost

Gap analysis between ERP cost and P&L cost

Hourly Rate Review

Verification of ERP cost by product/project

Additional Cost Accrual 

Review
Inventory Valuation Review

Alignment between ERP cost and P&L cost

Improving cost 
accuracy 
directly 
improves 
quotation 
accuracy.



2. Improving Financial Accounting Accuracy 
④Accrual of Selling & Administrative Expenses

◼ Actual expenses
➢ To be recorded normally

◼ Accruals required under IFRS (International Accounting 
Standard)

➢ Allowance for doubtful accounts
➢ Accrued paid leave
➢ Retirement benefit obligations
➢ Bonus accrual
➢ Litigation accruals and etc.

◼ Accruals required for conservative management
➢ Marketing expenses, Insurance and other planned expenses 

based on annual budget 
→ Unused accrual balance to be reversed at year-end



3. Building the Management Accounting System
    (Task No.2)

1. Cost classification (variable vs fixed)

2. Marginal profit / contribution margin / gross margin

3. CVP analysis

4. Rolling forecast

5. Investment return analysis (NPV)

Numbers begin to support management only after 
management accounting is effectively applied.



3. Building the Management Accounting System
①Cost Classification (Variable/ Fixed)

◼Variable Costs
➢ Costs that change with sales volume

◼Fixed Costs
➢ Costs incurred even with zero sales

Packaged accounting systems should allow each cost item to be 
classified into variable or fixed.



3. Building the Management Accounting System
②Marginal Profit / Contribution Margin / Gross Margin

◼Marginal Profit
➢ Sales – material cost, travel cost, subcontracting cost

◼Contribution Margin
➢ Marginal profit – other variable costs (import freight  costs, 

inventory devaluation cost and etc.)

◼ Gross Margin → Must match P&L gross margin !
➢ Contribution margin – allocated fixed manufacturing costs



3. Building the Management Accounting System
③CVP Analysis (Cost vs Profit)

This allows simulation of profit/loss based on sales volume using 
variable/fixed cost classification.



3. Building the Management Accounting System
④Rolling Forecast

9+3 Rolling Forecast  => To be the basis for the next year annual budget

The forecast can be made accurately once the classifications between 

variable and fixed costs and between actual and accrual costs are done.



3. Building the Management Accounting System
⑤Investment Return Analysis (NPV)

【Example】
• Investment：JPY30,000,000 

• Exp. Variable cost reduction：

JPY80/ piece
• Annual production：200K pcs

• Exp. Fixed cost reduction：

JPY1,200,000/ year
• Corporate tax rate：30%

• Discount rate（r）：2%

• Investment duration：5 years

① Annual Cashflow (after corporate tax）
• Exp. Variable cost reduction JPY80 × 200K pcs = JPY16,000,000

• Exp. Fixed cost reduction JPY1,200,000 

• Total JPY17,200,000 
• After tax 17,200,000 × (1 − 0.3) = JPY12,040,000/year

② Present Value (PV）
• PV = 12,040,000 ÷ (1 + 0.02) ^t

• 5-year PV total= JPY55,000,000（approx.）

③ Net Present Value (NPV)

• NPV = PV total − Investment = 55,000,000 − 30,000,000 
= +JPY25,000,000 > 0

→ Investment should be executed

Classification between variable and fixed costs leads to 
accurate and fast decision-making



4. Backward Deployment into Budget & Business Plan

9+3 Rolling Forecast P&L

Hourly Rate Plan Human Resource Plan Investment Plan Marketing Plan

Expected Landing Backlog and next year 

booking

Next Year Budget P&L

Mid/ Long-term Business Plan

Its accuracy is the key



5. Completion of the Management PDCA Cycle

PLAN

Business plan review / annual budget & KPI setting

DO

Implementation

CHECK

Budget VS Rolling Forecast
⇒Recovery Plan

ACTION

Corrective Actions
⇒Performance Appraisals

Management 

Stability



6. Service Fees

■ Fee (excl. VAT)

​JPY 1M–10M

​(varies depending on issue complexity, visit frequency, and 
duration)

 After the initial diagnosis, we will present the optimal 
support scope and a detailed quotation.
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