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Facilitators

Kevin C. Pitts is an executive coach, motivational speaker and facilitator.  He has over 

20 years experience as a consultant working with organizations around the globe to 

develop strategies, identify and develop leadership talent, improve performance, 

manage change, and transform teams.  His consultative style involves engaging his 

clients in every step the process from beginning to end.  One of Mr. Pittsô 

differentiating areas of specialty is designing sales force effectiveness initiatives 

leveraging financial acumen.  

Jennifer L. Smith is a dynamic OD consultant with experience in areas such as 

succession planning, leadership development, change management, performance 

management, process improvement, and inclusion strategies.  Having worked 

internally with management at all levels to design and implement interventions, she 

has used a model of aligning OD interventions with the business strategy to ensure 

success.  Ms. Smith has worked for companies in industries such as eCommerce, 

Insurance, Consumer Products and Non-Profit.
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Agenda

·Introduction

·Finance Quiz

·Why Focus on Finance

·Finance for Organization Development 
Professionals

ƁUnderstanding Financial Statements

ƁSimulation

ƁCost Leadership

·Q&A
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Learning Objectives

By the end of this session you will be able to:

ƁUse financial data to identify business problems.  

ƁSpeak more confidently with executives about financials to 

gain trust.  

ƁUnderstand how financials drive business decisions which 

ultimately impact the effectiveness of OD interventions.  
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FINANCE QUIZ
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How Much Do You Know?
1. Cash is as important as profit in my company because: 

Ç Managing cash improves profitability.  

Ç Cash is one of the key measures on the income statement.  

Ç Cash is what keeps a company running day to day.  

Ç Cash is a measure of shareholder value.  

2. All of these are possible causes of a decline in gross margin except: 

Ç Material costs are up.  

Ç Direct labor costs are up.  

Ç Sales force is discounting more.  

Ç Operating expenses are up.  

3. EBITDA is an important measure because:

Ç It is free cash flow.  

Ç It subtracts taxes and depreciation from earnings to get a truer picture of the business.  

Ç It is an indication of future operating cash flow. 

Ç It is the key measure of earnings before interest, transfers and debt accumulation.  

4.  Answer these true or false statements:

True or false: Revenues are an income statement account.

True or false: Interest expense is a balance sheet account.
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How Much Do You Know?
5. Employees can help to build shareholder equity in a company by focusing on:

Ç Increasing assets  

Ç Decreasing debt  

Ç Increasing profit  

Ç All of the above  

6. It is generally a danger signal for a company when:

Ç DSO is down or DPO is up.  

Ç EBIT or EBITDA is down.  

Ç Gross margin and operating margin are up.  

Ç COGS is down and OE is down.  

7. It is important to understand return on assets because:

Ç It reflects a company's ability to pay off its debt.  

Ç It is an indication of how many assets the company is using.  

Ç It is a measure of the return on investors' investments.  

Ç It helps to increase revenue.  

8. Answer these true or false statements

True or false: The principle amount of the long term debt is on the income statement.

True or false: Salary expenses are a balance sheet account.
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How Much Do You Know?
9. Before deciding to make a capital expenditure for a large piece of equipment, you should clearly 

understand: 

Ç The anticipated profits to be returned by the equipment.  

Ç The future value of the profit to be returned by the equipment.  

Ç The interest rate returned by the cash flow of the equipment.  

Ç The present value of the cash flow to be returned by the equipment. 

10. Answer these true or false statements:

True or false: Total shareholders equity is on the balance sheet.

True or false: Total liabilities are a balance sheet account.

True or false: SG&A are on the balance sheet account.

True or false: Costs of revenues are on the balance sheet.

True or false: Technology and communication expenses are on the income statement.
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Why Focus On Finance

· Current Economic Situation Around the World

ü Outsourcing ïcan the firm get better value from external OD professionals 

versus internal professionals

ü Internal and external consultants need to show the value (ROI) of their 

interventions to the organization

· OD Activities sometimes seen as necessary ñevilsò versus business 

necessities

· Business leaders need to trust that OD is there to help solve their 

business problems versus rolling out the next ñinitiative

· For many companies, the largest expense is labor costs.  

Understanding the nature of labor costs and what drives them is a 

key part of finance as it relates to OD

In order to do that we submit that you have to have some 

financial acumen or a financial mind-set.
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UNDERSTANDING 
FINANCIAL 
STATEMENTS
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