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Finance of The Future: Traversing The Winds of Change

Global impact of the liquidity crisis
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Finance of The Future: Traversing The Winds of Change

Drivers influencing the continuum of change
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Finance of The Future: Traversing The Winds of Change

Drivers influencing the continuum of change

Market Influence
Globalization - 24/7 business operations
Cope with new competitive threats
Investors seeking more value/ transparency

Regulatory Influence
Information SOXA

Increased regulation
More rigorous risk control

regime.

Social Influence
Reporting on CSR |
Offshore mid-office to Social st sFt'rn;tzcgey R egulation
reduce costs further process Systems

Technological Influence
Generates significant cost and time savings.
Enables real-time exchange of information.
Organizations will seek to leverage on new technologies
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Finance of The Future: Traversing The Winds of Change

Key drivers influencing the continuum of change

Increased competition

Advances in IT

Increased risk and uncertainty

External reporting reqgmts.and regulations
New markets

Top level management changes
Increased service demands

Globalization

Takeovers and mergers

Increased stakeholder scrutiny
Benchmarking

Changes in demographics

New suppliers

49%
48%
45%
41%
40%
37%
36%
34%
32%
23%
20%
20%
18%

Advice from external consultants 15%
Shorter product/service lifecycle 13%
Other 6%

Source: CIMA Report
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GenerationNext
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Finance of The Future: GenerationNext

A decade ago, finance looked like this:

Scenario 2000

Ccoo

I
. . .

Financial Business Unit 1 Business Unit 2 Business Unit 3
Planning &

Analysis

Transaction Statutory
Support Reporting

Shared Services/ Outsourcing
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Finance of The Future: GenerationNext

KPMG had then predicted that there would be no finance function by
2010 and that it would become a true business partner

eDecision support gets embedded in the business

eTransaction processing moves to SSC or gets outsourced
*Role of CFO and COO begins to merge

Scenario 2010

ge8 COO

I
. . .

Business Unit 1 Business Unit 2 Business Unit 3
Financial Financial Financial
Planning & Planning & Planning &
Analysis Analysis Analysis

Shared Services/ Outsourcing
Transaction Treasur Statutory
Support y Reporting
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Finance of The Future: GenerationNext

While not all of our predictions have been fully realized, by 2020 we
expect finance to look like this:

Provide guidance, Scenario 2020
knowledge and

information to the
management

Balancing Manage control
Responsibilities and risk

Efficiency Trust environment

Drive finance’s internal
efficiencies and provide
support for other functions
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Finance of The Future: GenerationNext

By 2020, finance will focus on enhancing business performance
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Finance of The Future: GenerationNext

Finance Mantra 2020: “Flexible and Stable Operating Model”

Past = Current ! Future

e
orecasting an

decision analysis

Providing
> insight and
driving value

Supporting

: 5 _J

i | T T T

| _ , } Balancing

l Central Finance . Central Finance I
; | responsibilities
; B I I O

o Automated

standard reporting Managing
Shared Serv.ices/ Transactions > tru.st. and
Outsourcing performed by most efficiency
efficient provider i

L Decision support - Specialized finance services - Transaction processing
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Finance of The Future: GenerationNext

Future Scenario by 2020 - A Snapshot

« Finance and business operational models will begin to converge

« Geographies will become irrelevant

 Global processes/technology landscape will be standardized/ rationalized

« Data “bottlenecks” will be eliminated and data structured around value drivers
« Focus on performance management will increase

« Take stewardship in non-financial metrics and become true business partners

« Finance will be integral to:

« customer and product profitability
e pricing

« marketing effectiveness

« R&D

e enterprise cost optimisation
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Finance of The Future
CFQ’s Avatars

e Pisc.
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Finance of The Future: CFO’s Avatars

Caretaker

Growth / Operations

Executive Board / Stakeholders

_— N

Investmenta raisals
Tax PIannlng * ﬂ‘

y.d Compliance / SOX

Y '@ Accounting '

Finance Systems

Caretaker
Value
Preservation

Core Functions / Back Office

aaueldwo) /sty
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Finance of The Future: CFQO’s Avatars

Participative

Growth / Operations

Executive Board / Stakeholders

il

Mergers and Acquisitions @l Strategic PIan:in_gk

e %

Growth Initiatives

’ Lol Sourcing Strategy

Information Technology

2.4 Insurance

Participative

Value
Preservation

Core Functions / Back Office

aaueldwo) /sty
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Finance of The Future: CFO’s Avatars

Influential

Growth / Operations

Executive Board / Stakeholders

Sales and Marketing Regulatory

e

Research and Development Legal / Fraud

aaueldwo) /sty

. Human Resources
Influential
Facilities Management

Value
Preservation

Core Functions / Back Office
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Finance of The Future: CFQO’s Avatars

A true business partner - pursuing the C-Suite agenda

Growth / Operations

Executive Board / Stakeholders

P

EVP Strategy

CEO & Board General Counsel

cé?p". .

> Risk officer

EVP Marketing)] cro i‘ IA -'
|

Agenda

Controller
A . Treasurer

VP Tax

aaueldwo) /sty

Divisional/Regional CFO

Value
Preservation

Core Functions / Back Office
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The KPMG Code
Leading practices and insights

e Pisc.
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The KPMG Code: Leading practices and insights

Key drivers

Role/ agenda

Organisation

Process

Technology

Location

Initial State

Entirely
internally
focused

Federal
structure

Score
Keeper

Locally
specific

Incompatible
systems and
data models

In-country,
decentralised

Target Operating Model Framework

Multiple agenda,
Local FEmance
tealfts,
Cost cente\\
mentality \

Progressive States

Finance vision
agreed and
aligned with
business

Focus on value
management

Business partner
of ma ment
and thi board

Key influencer of
stakeholders

Autonomous
Finance Function

\Ig:{al Finanre

reporting d’
into Lﬁ
with ddtte.

to djroup

GAP 1 - Vis-a-vis global leading practice

N

b
a

Diligent
Caretaking

\
Rea?ad-hoc
alysis
X 4

&

Business acumen
and financial
knowledge

Insightful
analysis and
comments, ¥
P 2

N
Ql‘lctive

\g challenge

P g

Disaggrega’{
proces resp.
MultipW’G/Ls

Low degree of
standardization
and automation

(divisions /
geographies)

Recommendatio'
n for c!nﬁ
processes and

reference data ~

>
& #andardised
processes
globally for low

value,
Wgansactions
-,

~

Standardized
processes
globally for
financial
management

Multiple data
models,tools /

applica”s an.
G

Ctandard

GAP 2 - Vis-a-vis
relevant leading practice

Standard'd
anaar wl\

occurrenc.:s

Standard tools

\cmia lications,
o%-lgle

occu."rence

In-coun!’y SSCs

Some off-shoring
for low value,
high volume
transactions

Regional SSCs

Majority of
finance
processing in
SSCs

Finincial
procdsses in

fa*able
locations

End State

Value driver

Global
Finance
function

Business
Partner

Standardised
and enhanced

Global data
model/
systems

Strategic
sourcing/ SSCs
enhanced

e Pisc.
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The KPMG Code: Leading practices and insights

Role/ agenda

Entirely

internally
focused

Local Finance Finance vision

teams agreed and
Cost center aligned with
mentality the business

Focus on value
management

Business
partner of
management
and the board

Key influencer
of
stakeholders

Leading Practice Characteristics

Vision and strategy clearly and consistently interpreted

Business strategy and Finance operating model is aligned

Finance is focus on driving value for the business

Finance enjoys influence on the key stakeholders

Value driver
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The KPMG Code: Leading practices and insights

Roles expected to be performed by finance function

Collecting and reporting
financial information

Advising business units on
tax and treasury issues

Controlling costs

Managing risk

Guiding investors on
business performance

Developing long-term
business strategy

Advising business units on
operating decisions

Collecting and reporting
non-financial information

Source: KPMG/ Economist Intelligence Unit, 2006

89% 7 2%
| 70% 27% | 3%
| 68% 31% 1%
| 50% 46% 4%
| 50% 38% 12%
| 35% 61% 4%
| 30% 60% 10%

M Leadership role Hl Contribution role [ Minor or no role
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The KPMG Code: Leading practices and insights

Organisation
Federal Autf)nomous
tructure Finance
2 Functions

Local Finance
reporting
directly into
Local Mgmt
with dotted
line to Group

Strong
alignment
with Group

Finance

Central

guidance, local
implementation

Global Finance
community

Global Finance

function

Leading Practice Characteristics

Global Finance function with local coordination

Clear roles and responsibilities

Transparency and objectivity

Global objectives, training and mobility

Rotating business people through Finance

Source: KPMG/ Economist Intelligence Unit, 2006

e Pisc.
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The KPMG Code: Leading practices and insights

Areas of improvement of finance capabilities

Planning, budgeting and forecasting — 43%

Management reporting [N 41%
Enterprise wide risk management |GG 34%
Decision support for investments [N 28%

Transaction processing |G 26%

Regulatory compliance processes [ NG 17%
Tax management G 15%
Cash management |GG 15%

External financial reporting | 9%

Treasury management [ 7%

Investor relations F 7%

Source: KPMG/ Economist Intelligence Unit, 2006
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The KPMG Code: Leading practices and insights

People
Business Insightful
Score Diligent Reactive ad- acumen and analygsis and Constructive Business
Caretakin i i i
Keeper g hoc analysis financial — challenge Partner
knowledge

A 4

Leading practice characteristics
Global finance team and competencies
Advanced influencing skills and improved business knowledge
Global talent management/ succession planning

Business people spend time in finance
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The KPMG Code: Leading practices and insights

Opportunities for skills improvement for finance professionals

*
Ability to change and support the business

Ability to use IT effectively

Risk management skills

Change management skills
Communication and presentation skills
Influencing skills

Project management skills

Tax mangement

Treasury management

Knowledge of corporate governance

Other

Source: KPI

2%

82%
50%
49%
47%
46%
42%
37%

26%

26%
24% *Use of non —financial measures,

finances' understanding of the
business
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The KPMG Code: Leading practices and insights

Tactics employed to improve skills of staff

Create formal training for finance staff 53%

50%

Recruit new finance employees

48%

Raise financial competency

44%

Rational assignments through finance function

34%

Develop mentoring programs for finance staff

25%

Engage external consultants

Create global finance development organization 18%

Others please specify F 5%

Source: KPMG/ Economist Intelligence Unit, 2006
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The KPMG Code: Leading practices and insights

Process
. Low degree of | Recommenda | Standardised | Standardized
Disaggregated | standardisation tion for processes e .
Locally specific P e common lobally for lobally for SEMLENEERE
ysp resp. Multiple automation processes and 8 y g ybally and enhanced
G/Ls (divisions/geog reference low value, financial
raphies) data transactions management

Leading practice characteristics
Standardised policies and procedures
Simplified, coordinated and automated processes

Scalable and flexible
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The KPMG Code: Leading practices and insights

Opportunities for process improvement

Planning. budgeting and forecasting
Management reporting

Transaction processing
Enterprise-wise risk management
Cash management

Regulatory compliance

Decision support for investment
External financial reporting
Treasury management

Investor relations

Tax management

— 62%

I 0%
I
>
I 9
I 5%

>

I >

— 19

— 12

__ 12%

Others, please specify P 3%

Source: KPMG/ Economist Intelligence Unit, 2006
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The KPMG Code: Leading practices and insights

Technology

Multiple data
models, tools /
applications and

Incompatible

systems and
data models G/Ls

Standard
consolidation
layer

Standard
systems,
interface layer
and
recommended
data models

Standard data
models, tools /
applications, on

multiple
occurrences

Standard tools
and applications,
on single
occurrence

Leading practice characteristics
Single consolidation/ GL/ CoA

Common data models/ reference data
Single ERP (one instance)
Global systems governance framework
Single sourcing strategy

Scalable and flexible

Global data
model /

systems

This document is CONFIDENTIAL and its circulation and use are RESTRICTED

2010 KPMG in the UAE is a member firm of the KPMG network of independent member firms affiliated with KPMG International Cooperative (“KPMG International”), a Swiss entity. All rights 31
reserved. KPMG and the KPMG logo are registered trademarks of KPMG International. Printed in the United Arab Emirates.



The KPMG Code: Leading practices and insights

Trends in use of technology

3% 1% 2% 3%
8%
8%
24%
53%
77%

0,
I I I 5%
Transaction processing  Financial Reporting Planning, budgeting Ad hoc decision
and forecasting support
B Standard ERP System M Heterogenous systems

[] Spreadsheets/ manual processes H Other

Source: KPMG/ Economist Intelligence Unit, 2006
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The KPMG Code: Leading practices and insights

Location
Sorrte off Majority of Financial .
shoring for . . Strategic
In-country, In-country . finance processes in .
. low value, Regional SSCs .. sourcing /
decentralised SSCs . processing in favorable
high volume . SSCs enhanced
. SSCs locations
transactions

Leading practice characteristics
Sourcing aligned globally
Processes in ideal locations
Global sourcing governance framework

People/ Processes/ System/ Controls enable sourcing
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The KPMG Code: Leading practices and insights

Planned use of Shared Services, Outsourcing and Off-shoring

Treasury management B0 50%
5%
External financial reporting 46%
0,
Regulatory compliance 43%
0
Transaction processing 41%
0
Investment management 225 40%
- . 40%
Tax filing and reporting ’
2%
. . 38%
Routine management reporting 6%
4%
Planning, budgeting and 35 32%
forecasting 3%
2% 30%
Business performance analysis 2%

Source: KPMG/ Economist Intelligence Unit, 200

B Shared service center M Outsourced domestically B Outsourced offshore
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The KPMG Code: Leading practices and insights

Finance cost as a percent of revenue

Cost down by
50% over the last

15 years
1.3%
1.1%
1.0%
0.9%

o 0-8% 07% 0.7%

0.7% 0 0.7% u

I I I I I 06/6 UE%

1992 1994 1996 1998 2000 2002 2003 2004 2005 2006 2007 2008

Source: CIMA Report

1.5%
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The KPMG Code: Leading practices and insights

Efficiency levels achieved by leading finance functions

Performance Quartile

High Average Poor
(33%) (33%) (33%)
4 /\
Accounts Transaction
Receivable FTE p.a. 2574 1,960 775
N J AN J Y,
e /\ s N [ N [ B\
Accounts Transaction
Payable FTE p.a. 7,315 5,992 3,775
N AN YAN AN Y,
e cq N N N [ ™
Reporting & # of days to
Consolidation Close L L ey
AN YAN J Y,
; N N N ™
BOMIIERE s # of days 0.5 1.0 2.5
Forecasts
J J J Y,
- N N N ™
Decision % of FTEs 50% 25% 5%
Support
AN YAN VAN Y,
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The KPMG Code: Leading practices and insights

Closing process — Cost of value added Vs non-value added activities

Value added Non value-adding activities
activities
71% e Manual data transfer

e Tracing back of report data
e Deadline reminding
e Waiting for missing documents

Non-value  ® Recalculation of numbers

aigSﬁcels Adapting of excel sheets

29% e Querying and checking of information
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The KPMG Code: Leading practices and insights

Month-end close: Achievements of a few select companies

Cisco Systems Siemens

Motorola Diageo
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Digitising The Financial System
Getting Wired Up!

e Pisc.
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Key drivers influencing the continuum of change

Advances in IT NN 5%
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Usage of finance technology

Improving quality of financial reporting 78%

73%

Delivering information faster

Process standardization 64%

Integrating financial and non financial
operational information in forecasting and
reporting

61%

61%

Reducing the cost of finance processes

Improving quality of non financial

. . 48%
information

Regulatory compliance 48%

Il
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Key global trends

Cloud/Elastic Computing
Software as a service
Low cost of communication and infrastructure
Availability of bandwidth
Standardization of information

Democratization of Finance Tools
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Component Initial State

Entirely
internally

Role/ agenda
focused

Target Operating Model Framework
Progressive States

Business Analytics and Reporting Tools

Federal

Organisation
g structure

ERP ,Treasury, Reconciliation Automation Tools

Score
Keeper

Continues Controls
Monitoring

Risk Management tools

End State

Value driver

Global
Finance
function

Business
Partner

Standardised

Locally

Process o
specific

Incompatible
systems and

Technology
data models

In-country,

Location .
decentralised

ERP and distributed Transaction Processing Tools

and enhanced

Global data

Middleware and Data
Exchange
tools

Master Data
Management

model/
systems

Strategic
sourcing/

ERP
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Local trends impacting IT

e Diverse Finance Set-Ups e Multiple Systems

e Cost Management e Qutsourcing

e Focus on Governance e GRC tools

e Performance Management e Budget/KPI monitoring dashboard
eStandardization e Finance System Optimization
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Finance Systems - Shopping Basket

e Self service/IVR for vendors

e Reconciliation

e Reporting dashboards

e Automated controls and alerts

e Approval workflows

$ 20 - 30,000

$30-50,000
$ 50-100,000

$ 20 - 40,000

$20-30,000

$ 150- 300,000
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Alternative implementation approaches

A

.. . “To-Be” :srliiitlct’:; ?;:‘t)acgi: Integrated Design, Development and
Vision driven Design P . Implementation
Design Design
k | “To-Be” :s:s;tlzzg | Integrated Design, Development and
Pac age'enab ed Design i Implementation
Design
High- . Channeled Integrated Design,
1 AT Strategic Process Development and
PaCkage'd riven Process Selection . P .
. Design Implementation
Analysis
High- p Integrated
Industry model level Model rocess Design,
: Process Selection Fine Development and
solution ; Tuning :
Analysis Implementation
. Selection/ Integrated Design,
Tech nOIOgy R;z::;e Conceptual Development and
driven Design Implementation
>
Time
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Preferred implementation approach

High t
Compliment
ary nature of
package T
features e:chnc;l!ogy’/’ Vision Driven
Driven “No “pyre” BPR
BPR
\

Low » High
Process
Improvements
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Implementation pitfalls

O Complexity grows faster than scope
600

eOrganisation is new to products -

400

300 /

200 /

100 ~

el ow involvement of business 0

Number of components
e|T driven @ @
eTool driven :
:
Ch
Stakeholde e

e|mplementer focus — fixed price

Number of overlaps

Product
Risks
Program
Risks
Management
Project
Risks
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Approach to benefits realisation

Requirements Analysis &
. Build
Gathering De5|gn

Develop
Understanding

Contribute
Leading
Practice

Project plan

Classic QA Principles — Fit for purpose and right first time

Focus on
Control

Options
Evaluation

&

System & Technical

Testing &
Tralnlng

Standardized
Development

Quality control
Effectiveness

Processes
Requirements Product
Traceability Quality

s

Review the process

Integration system

Implement ‘ Stabilize

Review focus on
Go-Live readiness

Readiness assessment

Review focused on
Support
Mechanisms

ES

Stabilization plan

Design Of Developing and UAT Strategy For Go-Live
CRP Scorecard ' Custom codes o
Business Process Training Cut over plan
User Requirement Design Coding and Unit Effectiveness
Specification Testing
Template review 10% of sample
Test scenarios
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Transcending to the next state

4

Establishing business
intelligence capabilities

Risk Mitigation
& Management Real Time
Performance
3 & Controls
Enterprise Reporting
Controls
Integration

Improving information
technology management
and governance

Business
Intelligence

Value Preservation

Critical Success Factors

Performance Flexible

_ Mgmt. &  |npfrastructure
Understanding process Improvement

Evaluation
and
Attestation

deficiencies

Value Creation
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Reprogramming the genetic code

o e Re-align Target Operating Model
Organization e Develop/ enhance skills

e Review key drivers of value
e Enhance management reporting

Reports/
Scorecards

e Optimise and automate processes
e Establish/ strengthen controls

e Define/ review policies &
procedures
* Increase automated controls

e Re-align IT strategy

e Review CoA
e Review code block and values
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Metamorphosis: Barriers to Change

Key barriers to change

Difficulty finding and retaining
skilled finance professionals

Insufficient business processes

Poor IT systems

Employee resistance to change

Lack of time to train staff

Lack of investment in the finance
function

Senior management does not
understand finance's role and value

Poor access to management
information

Source: KPMG/ Economist Intelligence Unit, 2006
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Metamorphosis: The Benefits

Benefits realised after a transformation exercise

Better overall performance of staff
Improved focus on business support
Faster reporting

Better service to internal customers
Improved the general culture

Greater control oversights

Greater connection to the core business
Reduction in headcount cost

Lower cost of transactions

Other

Not applicable

Source: KPMG/ Economist Intelligence Unit, 2006

1%

21%

3

8%

5%

33%

32%

32%

30%

28%

28%

36%
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