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1 Introduction 
 

The main goal of this paper is to study and analyze the organizational structure of the 

financial sector in the utility company and point out the importance of the computerization 

between its departments and subdivisions by describing the manner in which it functions.  

 

Timely and correct information is the key factor in decision making process of the company’s 

management, and quality setup of the financial sector’s organizational structure together with 

the quality implemented information system is the basic prerequisite for obtaining such 

information.  

 

Hypothesis of this paper is the following: High quality information system within the 

financial sector enables the optimization of data processing and of the process of obtaining the 

information for decision making. 

 

The set hypothesis shall be confirmed with the realization of the following tasks: 

1. Depicting the organizational structure of the financial sector  

2. Depicting relations between departments and subdivisions in the accounting sector  

3. Depicting the manner in which the information system functions in their interaction  

 

Computerization is one of the basic assumptions for the functioning of the financial sector. 

Information system eliminates the need for additional data processing of inputs that were 

already processed and it makes recording of these information in the financial records 

automatic. All this minimizes the possibility of error.  

 

 

2 Organizational structure of the "6. MAJ d.o.o" financial sector 
 

Organizational structure may be defined as: “A set of connections and relations between all 

production factors, as well as the set of connections and relations within each individual 

production factor, i.e. business factor”. 1 Structure, therefore, defines the relations between 

production factors, as well as relations within each single production factor. 

 

There are one middle level manager (financial manager) and three lower level operational 

department heads in the financial sector. Accounting department coordinates the work of 

ledger, invoice, material management and collection subdivisions.  

 

In modern organizations, like the utility company "6. MAJ d.o.o." from Umag, connection of 

departments and the flow of information between them comes down to information 

networking and the use of modern information systems. All computers are connected to the 

server where the data is stored and databases are created. Information system provides for the 

creation of the common database, which eliminates the need for repeating the procedures of 

recording the same information two or more times in two or more different places or 

departments. In such way, the information that was recorded by one person in one department 

                                                 
1 Sikavica P., Novak M., Poslovna organizacija (Business organization), Informator, Zagreb, 1999.; pg. 142 
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is available to all other operation officers in all other departments where this information is 

necessary for completing the task.  

 

Organizational structure of the financial sector is shown in the chart below.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Chart 1. Organizational structure of the "6. MAJ d.o.o." financial sector2
 

 

The chart clearly shows that these departments are interconnected and have a pronounced 

information and data flow that is necessary for their work quality.  

 

 

3 Flow of information in the accounting subdivision 
 

Each trader needs to monitor and register changes, important facts, processes and 

results of its business. Accounting is a skill of recording, classifying and concise presentation 

of events in monetary amounts, and interpreting results stemming from these actions.3  

 

Accounting department gathers and records (accounting entries) all financial events related to 

the company. These events are registered and synthesized in the books of account.4 The 

                                                 
2 Rules on organization of the company "6. MAJ d.o.o." from Umag  
3 Deželjin J., Džajić Lj., Mrša J., Proklin P., Peršić M., Spremić I., Računovodstvo, Hrvatska zajednica 

računovođa i financijskih djelatnika (Accounting, Croatian Association of Accountants and Financial Experts), 

Zagreb, 1995.; pg. 13 
4 Gulin D., Idžojtić I., Sirovica K., Spajić F., Vašiček V., Žager L., Računovodstvo trgovačkih društava, 

Hrvatska zajednica računovođa i financijskih djelatnika (Company accounting, Croatian Association of 

Accountants and Financial Experts), Zagreb, 2001.; pg. 40 
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source of accounting information is any place where something that can be financially valued 

occurs.  

 

Books of account represent comprehensive data about the state and structure of assets, claims, 

obligations and stocks, capital, as well as the state and structure of realized income, or 

expenditures of the company. Accounting reports shown in the books of account are the most 

important element in the company’s information system which establishes the base for 

decision making and oversight of implementing those decisions, i.e. for monitoring business 

efficiency.5 

 

The next chart will show the scheme of information flow between the subdivisions ledger, 

collection and invoicing, and between material management subdivision and accounting 

department. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Chart 2. Flow of information to and from the accounting department6 

 

Information is passed from the invoicing and collection subdivisions to the ledger 

subdivision, where these data are processed and sent to the accounting department for further 

processing. Subdivision for material management also sends data to the accounting 

department for processing. Accounting department synthesizes all of the collected 

information into reports for further use.  

 

3.1 Ledger subdivision 

 

Ledger subdivision processes the following: 

 

1. Exiting documents from the invoicing subdivision in the form of invoices to users of 

company’s services,  

2. Entry documents in the form of banking statements where all payments into the 

account and payments from the account of the Company are registered,  

                                                 
5 Ibid.; pg. 14. 
6 Source: Author. Chart 2 was created based on the analysis of the financial sector functioning.  
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3. Entry documents in the form of cashier statements from the collection subdivision and 

4. Entry documents in the form of company suppliers’ entry invoices. 

 

Ledger subdivision is in close synergy with the invoicing and collection subdivisions. The 

output of these two subdivisions presents the input to the ledger subdivision which processes 

these data and synthesizes them into reports in the form of open items, i.e. balance cards of 

users and suppliers.  

 

Information flow between these organizational units needs to be reduced to a minimum so 

that the information could be processed as soon as possible and the final reports could be 

available to the company management on daily basis. 

 

When the invoicing subdivision issues the invoice to the user this is registered in the ledger 

subdivision in a manner that it registers user’s liability towards the company. At the same 

time, the accounting department registers it in the books of account to increase the position of 

claims towards users, position of incomes from the sale of services and position of VAT 

payment obligation. When the collection subdivision registers a cash or account payment of 

the invoice, ledger registers the payment in the user’s card and the accounting decreases the 

position of claims from users. On the other hand, when the company receives an entry invoice 

from the supplier, ledger registers the liability towards the supplier and the accounting 

increases the position of liabilities towards suppliers in the books of account, the position of 

expenses or stocks and the position of claims based on tax prepayment. When the invoice of 

the supplier is paid, ledger registers the payment to supplier and the accounting decreases the 

liabilities towards suppliers.  

 

The following table shows the activity of individual departments with respect to the type of 

the document. 

 

Document 
Invoice 

subdivision 

Collections 

subdivision 
Ledger subdivision Accounting department 

Exiting 

invoice 

issuing the 

invoice 
  charging the user claims from users 

        income from sales 

        VAT liability 

Payment   collection 
payment on the user’s 

card 
decreases claim 

Entry invoice     
liability towards the 

supplier 
liabilities towards the supplier 

        expenses or stocks 

        claim based on tax prepayment 

Payment     payment to the supplier 
decrease of liability towards 

suppliers 

 

Table 1. Data processing related to the ledger subdivision7 

 

3.2 Invoicing subdivision 

 

                                                 
7 Source: Author. Table 1 was created based on the analysis of the ledger subdivision functioning.  
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Invoicing subdivision collects data about completed services and issues invoices to the users 

of those services. These data are collected from the documents that serve to make invoices, 

and these can be working orders, delivery notes, decisions of local governments regarding 

communal order, etc.  

 

Invoices issued are periodic or serial. Periodic invoices are issued in accordance with ordered 

works and are issued based on a work order or work performed based on that order. Serial 

invoices are issued in regular time intervals, and in case of the analyzed company they are 

issued quarterly for the services of waste collection and disposal. Those invoices are based on 

the database that contains data about the property owners (in this case user), address, 

ownership history, and square footage of the given property which is the base for determining 

the total price of the service.  

 

Invoicing subdivision constantly updates the information about the owners and size changes 

on the properties. The owners are obliged to report when building new buildings, expanding 

the existing buildings or selling and buying properties, in accordance with the local 

government communal order.  

 

3.3 Material management subdivision 

 

Material management subdivision is in charge of supply and registering the state of material 

that is necessary for the company’s business operations. These are mostly raw materials, fuel, 

lubricants, spare parts, small inventory and office material that serve the utility company to 

provide its services to its users. These materials are not used immediately so its quantity in the 

storage facility and its quantity in use must be registered.   

 

Material management subdivision registers the received quantities of materials which enter 

into the warehouse, together with the price of these materials which is later registered in the 

accounting department in the books of account, first in position of material stock when it 

arrives and later in accordance with its value assessment method to the position of material 

expenses and destocking when it is used up. As it is visible from the above stated, this 

subdivision is also tightly linked to the accounting department, and fast and accurate transfer 

of information is key to the quality of the reports.  

 

During the acquisition of materials the warehouse worker makes the note of receipt and 

registers the information about the entry of the materials into the warehouse. Note of receipt 

states the data regarding the quantity of materials. That is followed by the calculation and 

information about the value of the materials that are put in to get the value which must be 

recorded in positions in the books of account. When the materials leave the warehouse and are 

put in use, the warehouse worker issues a delivery note where he registers the information on 

issued amounts and the employee who took over the material.  

 

Value of the material stock is shown through the calculation of price that was registered on 

the invoice, delivery note or the bill of lading. When the materials are put to use it is 

necessary to establish the value of used materials or the amount of stock decrease.   

 

3.4 Collection subdivision 
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Collection subdivision consists of a cash desk where the funds are collected from users (most 

often private persons). These are physically deposited based on the invoices issued by the 

invoicing subdivision.  

 

Cash desk puts the collected funds into the company account, which amount is then visible on 

the bank statement. Each payment is registered in the cashier report which clearly shows the 

user’s name and the paid amount for each specific invoice, which then serves to the ledger 

subdivision to process the data in user cards. 

Collection is the primary source of company’s liquid assets. The company must charge the 

claims in order to collect the money to settle its liabilities. Collection subdivision makes sure 

that users who do not pay on time are properly reminded. This subdivision also initiates 

enforcement proposals in accordance with the Enforcement Act.  

 

The company has a very high percentage of collection. A high 95% is charged within deadline 

and the other unpaid claims are successfully charged through court after the users fail to 

answer the reminders, which are also sent by the collection subdivision.   

 

 

 

4 The role of information system in data processing and 

exchange in the financial sector  
 

 

Every company can probably survive with hazardous financial management, but it cannot 

move forward. Efficient financial management is crucial to the business success.8 

 

The flow of information in the accounting department, where the role of information system 

is the most accented and the most necessary, is described in detail in the previous chapters. 

Data and information are processed in the modern information system which uses the concept 

of a single database to unify all departments in a way that the information which is once 

processed is available to all employees in all of the other departments.  

 

The most important aspect of this single database is the elimination of multiple data 

processing of the same information in different workplaces, which speeds up the transfer 

process. Information system was designed to use the method of certain parameter and code 

recognition to automatically register proper data to their respective positions in the books of 

account, which also speeds up data processing.  

 

For example, during invoicing, the invoicing department sets parameters before processing, 

which are then used to automatically increase debt on the user cards in the ledger subdivision. 

It also automatically increases the position of claims from users, position of income and tax 

position in the books of account of the accounting department. In this case, the same 

information should be processed three times, but with the quality information system data 

processing is three times faster. Such system not only speeds up the information flow process, 

which in the end results in "on the day" reports when the management needs them, but it also 

minimizes the possibility of errors which may occur in multiple processing of the same data.  

                                                 
8 Milling, B. E., Osnove financija, Hrvatska zajednica računovođa i financijskih djelatnika (Principles of 

Finance, Croatian Association of Accountants and Financial Experts), Zagreb, 2005.; pg. 3 
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The process of data transfer is automatic in other departments too. After the note of receipt is 

processed, the material management subdivision automatically registers stock increase in the 

books of account and after the note of delivery is processed, stocks decrease and material 

usage increases. When the cashier report is made, the collection subdivision automatically 

closes the payment on the user card in the ledger subdivision. When processing entry invoices 

the ledger subdivision automatically increases the amount of debt towards suppliers, it 

increases expenses and registers liability in tax positions in the books of account. All of this is 

automatically transferred to the accounting department, etc.  

 

Receipt of statements is also automatic. Items in the statements contain codes which are 

determined in the invoicing subdivision when the invoices are sent and in the ledger 

subdivision when the liabilities towards suppliers are settled. In accordance with those codes, 

the statement automatically records and fills in the positions in the books of account. Heads of 

department must control the correspondence of the cumulative amounts. 

 

Analysis and planning subdivision gathers necessary information and reports from other 

subdivisions. Plans and analysis would be impossible without those information and reports. 

It is possible to plan ahead and monitor the execution of the plan with the collected 

information. "On the day" reports concept enables timely evaluation of the possible deviations 

from the plan so that the management can react even before unwanted deviations occur. 

Financial department uses the data from these departments to successfully manage funds, 

assess investment risks, successfully manage investment flows and monitor the state of long-

term loans. 

 

Accounting, analysis and planning and financial departments provide the company 

management with reports, who then make their decisions based on those reports. Without the 

adequate information from the financial sector company director could not make any strategic 

decisions. For example, should the top management wish to introduce a new service, it would 

not be possible to make a quality decision on the feasibility of the project without a quality 

financial plan and cost analysis. If the goal were set to acquire a new asset, like a new truck 

for garbage disposal or construction of a sewage collector, management could not estimate the 

profitability and could not see the purpose and the manner of financing the project without the 

analysis of the financing model and influence on the company’s profitability. Shortly, every 

significant decision of the company director is based on data and information processed in the 

financial sector.  

 

5 Conclusion 
 

Thanks to a quality information system, the set organizational structure in the financial 

department provides for optimal data exchange, eliminates the processing of already 

processed inputs and makes the recording of these data in the books of account automatic. 

That minimizes the possibility of errors, speeds up reports which are necessary for the 

management’s decision making process speeding up the decision making process itself.  
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