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Trends in Finance function and role of CFO

What is Corporate Performance Management

How CPM Supports Financial Planning & Analysis
How Analytics Supports Financial Planning & Analysis
What to look for in CPM

Takeaways
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Daa Growth

Worldwide Corporate Data Growth

IT.com analyses the
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Building the future finance function: technology plus people

Technology

Automating the future

65%

of respondents say that standardizing and
automating processes and building agility
and quality into processes will be a significant
priority for tomorrow's finance function.

State-of-the-art tech

S58%

of respondents say combining state-of-the-art
technology with process improvement will be a
major focus for the future finance function.

People

Focus on partnering

67%

of respondents believe that improving business
partnering between finance and the business is
a major priority.

New skills

ST%

of respondents say that building skills in
predictive and prescriptive analytics is critical
for the future.

Source: EY (DNA of the CFO 2016)




Source: CEB

Making the Transition

Evolving the finance department and the CFO leadership role to a strategic role won't happen by itself. This
transition requires different skill sets, culture change, and process improvement technology. To take on new
responsibilities, finance leaders must do everything they currently do more efficiently.
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ADMINISTRATIVE WORK SAPS PRODUCTIVITY
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700/0 /—— 70% of respondents believe their companies would benefit

if they reduced the amount of time professionals spent on

v administrative tasks.
/

ﬂ TECHNOLOGY CAN STREAMLINE OPERATIONS
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1 / 81% believe technology and automation would reduce
// the time spent on administrative tasks.
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Source: CFO Indicator Reports.
Annual survey of over 400 global CFOs

The majority of CFOs (68%)
expect an increase in report
volumes and, on average,

expect an increase of 16%
by 2020.

What is the most challenging report your team prepares?

Quarterly Performance Reports
Board Packages
Business Unit P&L

Financial Statement
Other
Earnings Report/Supplementals




What Could Your FP&A Team Do To Be More Effective?*

Develop better analytics skills ||| EGTcNGNGGEEEEEEEEE 46
Collaborate in a more effective way [N 452
Develop a better understanding of and abilitiy to create models || NG 38%
Develop tighter, more defined processes || NG 3%
Improve/ensure data quality in metrics [N 32%
Leverage new financial systems/software technologies _ 32%
Improve visualization skills to represent data ||| N 31%
Develop better Excel skills I_ 20%

Other 2%




K8 Barriers to Automation
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Who Gave You the Projections?




Poll Question:
Which is the biggest challenge in your organization?

4

1. Business plans not realistic, accurate or updated.
Plans are not aligned across organization.
Effort spent in budgeting and reporting process.

Multiple versions of truth.

a &~ W b

Unable to identify root causes to recurring problems.



Why Most Financial Analysis is a Waste

The Error of FP&A
Typical analysis provides data-driven answers,

enerating unproductive
debate around the numbers and distracting fromialternatives and trade-offs, |

To deliver more value, FP&A must clarify the business P e
leading with a recommendation, and they can do this |

However, the single biggest driver of
analytic misuse is the quality of FP&A's
analysis itself, assessed on:

2. Timeliness
¢ Accuracy

© comprehensiveness

This problem-focused approach is twice as effective af
of analysis during decision making. [ Right Volume of Detail

1/ Actionability




1) The Problem:
Proliferation of siloed data

Finance =

Partners

Coverage Agreementy Employees
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Financial

Benefits
Pipeline

Demand . _ .
Gen . Investor /
8 E BOD Pack

Operations

Marketing Executive



Which process most clos
generate

Export actuals and data
from the ERP system into
Excel/Word/PowerPoint

Generate reports out of ERP

What part of your reporting process could be most improved?

Z 7)oy

5 A S
S0
Data gathering

207

Formatting for different audiences

197

Ensuring consistency among
various reports

217

Verifying accuracy of data
across groups

9%

Other




What If...

All Your Plans

and Data are Inter-connected.

What-if
Growth
Competition

Currency
Investment
Reduction

Partners
Agreements

Coverage

Comp

Targets

Hiring

Real Estate

Productivity

Ramped

Benefits

Quota

Pipeline

Financial
Statements

Reporting

Investor /
BOD Packs

Benefits:
« Clarity -
interdependencies,

impact on any change in
business.

Consistency — one
version of truth for plans
and actuals.

Scenario Planning.



Corporate Performance

MY  Management

* Planning, Budgeting
e Driver-Based Modelling
e Scenario Planning

REVENUE

\ - Sales, Procurement, Supply
Chain, HR

AN CPM e Financial Acctg (General
* Forecasting Do Ledger, Bank Acctg, Cost
e Variance Analysis & Acctg, Profit Ctr Acctg)
Diagnostics /
* Consolidation Check

e Dashboard & Reporting
v PERFORMANCE ANALYSIS

@ MANAGEMENT REVIEWS



How Predictive Analytics Optimize Plan

* ldentify Drivers & Assumptions Identify the Planning Values

with highest impact towards business for optimum business results.

objective, eg. Revenue, profits, Genetic Algorithm.

market share, cost.

Modelling

* Principal Component Analysis.

Scenario
* ldentify most likely scenarios. Planning

Forecasting Generating predictions of

future values or events.

« Classification Algorithm. _ _
Regression Analysis.




2) The Problem:
Static Planning

"

The Wall

Issues:
* Requires detailed projects upfront (15 months in advance).
« Qutdated once finalized. Resource allocation not changed to reflect changes in strategy or environment.

* Focus not on driving success of organization.
« Secure resources, individual performance.
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What If...

You can update your plans continuously

Rolling Forecast for 12 month horizon.

Jan

Feb

Mar

Traditional
Forecast

Apr

May

Jun | Jul

Rolling
Forecast

Benefits:

Aug | Sep | Oct

Nov | Dec | Jan

Feb

Mar | Apr

May | Jun | Jul

» Update to plans continuously in line of internal and external fluctuations.
* Reduce risks. Reallocate resources early and often.

O

IBM study on Rolling Fcst:

12% more accuracy
50% less budget
preparation time
10% more profitable

J




The Challenge:
Time to Update Forecasts

Data aggregation and
verification processes

Biggest Time Challenge

' o
to Meeting Requests for 29/0
Updated Forecasts e e

23 15%

( I:O L Collaboration skills
Software/tool limitations 3
Indicator Q12017 Report



The True Cost of Static Planning

W astes or Opportunity Costs from:

1.

2.

3.

4.

5.

Resources for preparing budgets and monthly reports.
Opportunities lost due to lack of visibility and flexibility of yo

Misallocation of resources.

— Eg. Working capital lock-in from excess inventory, resources.
Recurring problems due to inability to identify root causes.

Lack of (or delays in) decision making.




Key Features of a CPM Solution

1. Flexible and Integrated Modelling

2. Collaboration

3. Integration with Transactional System
4. Integrated Dashboards and Reports
5. Ad-hoc Diagnostics

6. Management and Ad-Hoc Reporting

7. Financial Consolidation

Video: https://www.adaptiveinsights.com/demo/financial-planning-analysis



https://www.adaptiveinsights.com/demo/financial-planning-analysis

Key Features of a CPM Solution

M

Flexible and Integrated Modelling
Collaboration

Integration with Transactional System
Integrated Dashboards & Reports
Management and Ad-Hoc Reporting
Ad-hoc Diagnostics

Financial Consolidation

Traceability
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Business Continuity
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What are companies investing in in 20187

Mostly or Fully Plans to Automate
Automated Today in 12-18 months

107 e AR 572
20% | NN RN 47~
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Dashboarding/Scorecards

Planning and Forecasting

41%

22% | TR 40>
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Financial Reporting

Workflow Approvals

35% 7%
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Period End Variance Reporting

Account Reconciliations

Allocations 26%



Takeaways:

Call to action 2‘

Assess:
1. Effectiveness of your Finance team in strategic role. Whatare the gaps?

2. Effectiveness your current planning and reporting processes. What are the gaps and costto

business?
3. Effectiveness of your tools in uncovering actionable insights.

4. Business case for Corporate Performance Management and/or Analytics.

—  Consider Capability Development Grant



Financial Support for SMEs

Capablility Development Grant

CDG aims “to support SMEs to scale up
business capabilities and ensure business
sustainability.”

Up to 70 percent of project costs such as
consultancy, training, certification and
equipment costs.

EI|g|b|I|ty

Registered and operating in Singapore;

Have a minimum of 30% local shareholding;
and

Have group annual sales turnover of not more
than $100m or group employment size of not
more than 200 employees.

Branding &
Marketing
Product Devel-

Business
Model Transfor-
mation

Development

Grant

hancing Busi-
ness Processes
for Productivity

Standards Adop-
tion

Intellectual

Property Financial Man-

Human Capital BOONa

Development



And If Your Boss Gives You the Projections...




Questions or comments?

Thank You

Agus Tirtoredjo — Director
MS IT Solutions

T +65 6226 2555
agus@msit.com.sq
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