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Dear Clients and Colleagues:

Greenwalt CPAs, Inc. and CVR, Inc. are pleased to present the Winter 2011 issue of Manufacturing
Monitor as a way to help you gain industry insights and learn important cost saving opportunities to
increase your company's bottom line. The articles cover several topics of interest to you and your
business.

Topics discussed include:
e Don't Bank on It: Manufacturers shop for a better banking experience
e Make Planning a Seasonal Product Cycle More Predictable
e Powering Down: Reduce operational costs by conducting an energy audit
e Sustainable Packaging Can Boost Bottom Line Results

Our Manufacturing and Distribution Services Group excels at providing financial, operational, strategic
and tax services for our manufacturing and distribution clients. We welcome your questions or
comments about the topics discussed or other matters related to making your company more efficient
and profitable. Please call us at 317-241-2999 and let us know how we can be of assistance. In
addition, we appreciate knowing of anyone else who might like to receive this newsletter.

We look forward to hearing from you and helping you meet your company'’s objectives.
Very truly yours,

GREENWALT CPAs, Inc. & CVR, Inc.

Rex Miller, CPA

By D &O”Z%‘

Steve Martin, CPA, CPIM
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Don’t bank on it

Manufacturers shop for a better banking experience

In the wake of recent economic uncertainty,
manufacturers may be reluctant to make changes
to their banking relationships. But, in fact, many
companies are exploring their banking options.

According to an August 2010 survey by strategic
consulting firm Greenwich Associates, 20% of
midsize businesses and 16% of small businesses
had requested proposals from new financial
institutions in the previous six months. Can your
manufacturing company benefit from a new
banking relationship?

Reasons to make a change

Manufacturers willing to endure the arduous pro-
cess of shopping for a new banking relationship
are doing so primarily because they want:

Lower fees. Still reeling from the sting of a down
economy, manufacturers are requesting proposals
from competing banks in the hopes of securing
lower interest rates and more palatable banking
fees. Common charges include monthly service
fees for checking and savings accounts, as well

as fees for overdrafts, late payments, exceeding

a credit card limit and exceeding the number of
monthly transactions allowed for an account. A
few missteps and these costs can add up quickly.

Before choosing a new bank, identify
your company’s specific needs and
have an idea of what type of bank
can fit the bill.

More capital. After months of financial prudence,
manufacturers are beginning to seek access to
more capital for things like equipment purchases
and facility updates. Lending capacity varies from

bank to bank. So, for growing companies, switch-
ing banks could be the solution to an increasing
need for cash flow.

Personal attention. The age of banking automa-
tion has left many business owners feeling less
than satisfied when it comes to customer service.
They're seeking banks that can provide helpful
face-to-face service and direct responses to
questions and concerns — without paying more.

Before choosing a new bank, it's important to
identify your company’s specific needs and have
an idea of what type of bank can fit the bill.

Large or small?

If securing more capital is a priority, you may
be inclined to go with a larger bank. But keep
in mind that recent mergers within the industry
have given smaller, community banks ties to
larger institutions and therefore access to more
funding and services.



Additionally, community banks tend to allow for
more one-on-one interaction with loan officers
and are often more likely to know and consider
your company’s reputation and character when
making lending decisions.

Meanwhile, larger institutions are known for
offering lower interest rates — something to
consider if rates are a priority. Service fees vary
from bank to bank, so be sure to ask about
these charges. Smaller banks are more likely
to be flexible, assessing fees on a case-by-case
basis. And some banks may even be willing

to negotiate fees during the bidding process.

Other considerations

Ideally, a bank should have services, knowledge
and resources that allow it to accommodate your
growing business now and in the future. The
right bank will understand the manufacturing
industry and be able to suggest useful services.

Some important business banking services to
look for include discounted employee checking
accounts, business banking programs designed
specifically for manufacturers, wire transfers,
merchant services, payroll services, retirement
accounts and discounts on shipping and supplies.

When making your final decision on where to
move your company'’s banking business, the
extras could tip the scales. Although online bank-
ing is fairly common, not all banks offer online
business services such as payment collection,
payroll applications and invoicing capabilities.

It pays to shop around

Before embarking on a search for a new bank
relationship, discuss the move with your compa-
ny’s financial advisor. He or she can provide a list
of banks that understand your specific industry.

Keeping your company’s banking options open —
and evaluating the ways in which each bank meets
your needs — can help benefit your bottom line
and future financial success. B

How will financial
reform affect your
banking relationships?

The 2010 financial reform law signifies some
major changes for Wall Street, as well as

for the banking industry. And what affects
banks likely will affect your company’s bank-
ing relationship. The question for many
manufacturers is how.

The new law includes a number of restrictions
on banking activity, regulating everything
from capital to service fees. Although the
law’s long-term effects won't be seen for sev-
eral years, the initial obstacle for banks will

be the cost of compliance with the new rules.

Forecasters predict that this added expense
will be passed on to business customers in the
form of reduced credit availability. With less
credit on hand and to avoid federal penalties,
banks could become more stringent about
whom they lend to.

In theory, compliance costs will hit smaller,
locally based banks harder than larger institu-
tions. If the bank you currently use falls into
this category, you could see it make strides
toward substantial growth or become one

of the many small banks choosing to merge
with larger, national financial institutions.




Make planning a seasonal
product cycle more predictable

Distributorships in the business of handling
seasonal merchandise know that correctly man-
aging supply and demand can be the difference
between being left with an empty warehouse
(ideal) or the burden of leftover inventory (the
result of poor planning} after peak season.

Accurately forecasting the demand for seasonal
merchandise isn't easy, because there are many
variables to take into account. However, you
can better plan the boom and bust cycle of sea-
sonal inventory by studying historical sales data,
forecasting future demand and considering the
unexpected.

What sold in the past?

Before you can begin more accurately forecasting
demand for seasonal products, you must care-
fully study historical sales patterns, homing in on
products that show marked fluctuations in sales.
Keep in mind that “seasonal” can have multiple
definitions when it comes to product distribution.
Consider products that are tied to the annual
back-to-school timeframe, a holiday, or a type

of weather, sport or leisure activity.

“Seasonal” can have multiple
definitions when it comes to product
distribution.

You may find some items span multiple seasonal
periods. For instance, the seasonal period for cold
weather gear may span fall through winter. And
sporting equipment, such as basketballs and foot-
balls, may sell during all four seasons, but sales are
apt to peak during the professional sport’s season.

Keeping accurate sales records will help you iden-
tify patterns and return on investment for products

over time. You can then better determine what
types of seasonal inventory are smart investments
based on their return.

What will sell (and how
much) in the future?

Taking a rolling average of sales during the

past six months with more emphasis placed on
the most recent month is useful in forecasting
demand for nonseasonal products — those that
have consistent usage and sales. To help accu-
rately forecast demand for seasonal products, on
the other hand, you must take a future rolling
average, which involves comparing a future period
to the same time period from the prior year, with
more emphasis on the month being forecasted.

So, if you're trying to forecast sales demand for
seasonal summer items in June, you could apply
an average from May through July of the prior
sales year, placing more emphasis on the month
of June. But because the sales data will be a year
old, it may not reflect other variables that can
affect the demand for seasonal products in the
current year. Thus, you'll also need to consider
overall trends in the growth or decline of your



company’s sales, changing market conditions,
competitor activity, and any conflicting events.

In any case, it's generally better for your bottom
line if you sell out of seasonal items rather than
warehousing the surplus stock until next year —
although, if you run out too early, you'll risk dis-
appointing your customers, who may then turn
to your competitors. Using demand forecasting
and inventory planning software can help you
automate and simplify the forecasting process.

What's the X factor?

Combining an understanding of historical sales
patterns with the use of future rolling average
forecasting and an automated software package,
you can significantly improve your distribution
business’s management of seasonal inventory.

But because unplanned occurrences are inevita-
ble in a dynamic marketplace, a perfect demand
forecast for products isn’t just unlikely, it’s next

to impossible. A sudden economic slowdown or
atypical seasonal weather, for instance, can put

an unexpected damper on sales.

So what can you do to reduce or get rid of sea-
sonal leftovers? Two viable solutions include

Powering down

marking it down sooner rather than later or
giving excess inventory to charity.

For the former, applying smaller markdowns
while sales levels are still high can help entice
customers to buy more, lessening the amount
of leftover inventory and improving profitability.
If you wait until the end of the season, you'll

be forced to apply big discounts to move items,
cutting deeply into your profitability.

For the latter, your distribution business may
qualify for a tax deduction on seasonal inventory
that you donate to a qualified charity. The avail-
able deduction will vary depending on factors
such as the structure of your distribution business
and the type of inventory donated. Your tax
advisor can help you properly determine the
applicable deduction.

Fewer variables, greater benefits

When handling seasonal merchandise, it can be
the best of times (when demand is high) or the
worst of times (when your warehouse shelves
are full of products no one wants). Successfully
planning a seasonal product cycle is no easy feat,
but with some extra legwork you can reduce

the variables and reap more of the benefits. ll

Reduce operational costs by conducting an energy audit

For individuals, finding ways to reduce energy
consumption is usually a choice — resulting from

a decision to be more environmentally conscious,
an effort to save a few dollars each month, or both.

For most manufacturers, however, energy efficiency
has become a must-do measure. Why? Nearly
every aspect of a plant, from overhead lighting to
powering and cooling machines, requires energy.
And as the oil and gas markets continue down a

volatile path, the energy that's used burns money
that could otherwise be reinvested in the company.
Instigating a large-scale energy reduction plan

may seem daunting, but there are ways to make
the process easier — and well worth the effort.

Determine current energy usage

Small steps can help reduce your plant’s energy
consumption, such as reminding employees to
turn off the lights when they leave a room and




The Manufacturing & Distribution Services Group
Greenwalt CPAs & CVR, Inc.

E Our Manufacturing and Distribution Services Group is comprised of two powerful, talented
: professional organizations, with more than 15 professional staff under one roof, to serve the
i needs of manufacturing, wholesale and distribution companies in the Midwest. We help

' businesses manage meaningful business change and improve bottom line results.

* 1 Our team members have diverse sets of skills ranging from experienced CPAs who

* understand the financial and operational metrics of managing a business, to industrial and
W software engineers, information technology specialists and seasoned tax experts. Over the
past three decades we have developed significant expertise in providing financial, operational
and strategic services to manufacturing, wholesale and distribution services companies.

In today’s complex environment, manufacturing, wholesale and distribution companies need
the resources of CPA/Consultants that specialize in providing services solely to this sector.
With our strategic relationships and experience, we offer our clients the best of both worlds —
resources and skill sets that exceed those of regional and national firms, and the speed, flexibility and continuity of service
that can only come from locally owned and managed organizations.

Our Experienced Manufacturing & Distribution Services Group Welcomes the Opportunity to Serve You

Financial Operational Sirategic

e Accounting & Auditing e Manufacturing Software e Strategic Planning

e Economic Modeling * Process/Lean Manufacturing * |nternational

e Tax Strategies * Transition Management * Economic Incentives

e Tax Specialties * Enterprise Resource Planning | ¢ Succession Planning
Rex Miller, CPA Steve Martin, CPA, CPIM
Partner, Co-Director of The Manufacturing Partner, Co-Director of The Manufacturing &
& Distribution Services Group Distribution Services Group

Greenwalt CPAs and CVR work with a variety of helos cli ) )
manufacturing and distribution services companies, CVR He PREUERS IRage hlgl__l growth SuaieEes;
In addition to providing audit and proactive tax as well as corporate restructuring and crisis

planning strategies, we also provide strategic management.
and succession planning services, as well as implementation of )
best practices. CVR has developed numerous {inancial and non-financial
measurement systems which has helped manufacturing and
We also assist in purchase investigation and due deligence services. distribution companies improve the quality of their operations

We make a difference for our clients by delivering peace of mind! as well as their profitability,

CVR clients range from Fortune 50 to owner-operated
companies, and include plastics, rubber, metal fabrication,
corrugation and industrial distribution companies.
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