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Finance Organization role
historical evolution

The evolution of the CFO role in the last 50 years has been really significant: from simple figures
maker (Chief Accountant) to CEQO'’s right hand-man in many operations.

A

* Reliable and reserved manager Statutory Accounting capabilities

have beenintegrated by:

Additional capabilities required:

* Focused on managing statutory
accounting to be compliant with
fiscal laws (Chief Accountant)

* Treasury

* ManagementAccounting * Extraordinary operations

+ Costcontrolling (ME&A, new markets, etc.)

» External reporting highly
enigmatic as required by top
managementin absence of

stakeholders requests

* Planning & Budgeting

» Variance analysis

Finance Org. role f complexity

50°-60’ 70°-80° 80°-90" —p

Nowadays, authorities / market conditions / stakeholders / are pushing to another step further. In
particular, CEOs are demanding an elevated level of value-added insight from their Finance
Organizations in the increasingly complex global environment.
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CEQOs are demanding an elevated level of value-added insight from their
finance organizations in the increasingly complex global environment

Increased Focus on Strategic Business Partnering...

-

Partnering

Strategic Business

* Proactive, forward looking
decision-support

Reporting = “War-room"” owner
and » Specialized expertise
Analysis « Keyplayer in Risk Mngt
* More advanced analytical
Value skills {(Benchmarking)
Provided * Translation of financial
. pals into operatin lans
by Finance Contm_l and g pe g p
Reporting
* Basic analytical skills —
reactive and historical
* Dualfocus — GAAP, IAS
Transaction and Business Units
and Control
» Transaction processing
» Fast Closing
* Basic costcenter and P&L
reporting
Emphasis on Business Partnering Capability
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... results in Increased Value

Tighterlinkage
betweenstrategy,
performance metrics,
and shareholdervalue
creation

Betterdecisions, both
shortterm/operational
and long term/
strategic

More effective
allocation of capital
toward value creating
opportunities

Betterdecisions, both
shortterm/operational
and long term/
strategic
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Accenture High Performance research shows that success in a downturn

IS as much about what a company does during good times as how it reacts
when a recession hits
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Source: Bloomberg, Accenture analysis, Mercer Commentany, ProQuest Database of Wiall Street Journal #= Winners coirce: “When Good Management Shows: Creating ‘“lue in an Uncertain
Losers Bzonomy" Accenture hBnagement Consulting Research Report, 2008,

» Analyzed financial results of 850 of the largest companies following the 1990 to 1991 recession
» Focused on return on invested capital (ROIC) before, during, and after the recession compared to
industry averages*
» Conducted in-depth interviews with 40 senior executives from 35 companies to understand the
actions they took to create the results they achieved
(*) Note: Total Shareholder Returns (TSR) is generally accepted as the best absolute measure of value created for shareholders. However, since we were taking a

retrospective, decade-long look, and there was a significant bubble in TSR in the mid to late 1990s that was not based on the underlying value created, we decided to
use a more fundamental measure of actual results delivered — Return on Invested Capital (ROIC).
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Winners position themselves differently through different behaviours

Winners:
» Forgedresilientstrategies based on a deep understanding of theirdifferentiated value drivers

» Narrowed their porifolio of businesses, shedding even profitable operations that did not

contribute to a clear, advantaged position
* Drove intemal growth rather than acquiring, except when they were in a position to expertly

consolidate operations

Losers Winners
Cut Costs Save the right costs that do not add value
Take advantage of the downtum to Continue value driven moves justified by their
“justify” unpopularmoves impact on future cash flows
Conserve cash, and eliminate / delay Direct discretionary spending to only those
discretionary s pending programs that add value

Tamet headcount reductions at specific under
performing segments of the business

Consider adding specific headcount,
at lower rates than would otherwise be required

Reduce headcount

Expand the quality of communications to more

Communicate lower earnings expectations fully describe value drivers and the expected
impact of differentiating tactics
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Effective support to management — especially during a downturn —
requires from Finance extensive profitability evaluation capabilities

Strategies’ selection and execution requires relevant and timely information to support
decision making. In turbulent times, management faces a different decision mix, which
potential outcomes can rarely be estimated through currentreporting models and systems.

DECISION PROCESS PROHATABILITY ELEMENT

MAKE OR BUY
+  GLOBAL/STRATEGIC SOURCING
*  SERVICE SOURCING
+  PRODUCT MIX
+  PRICE AND PROMOTION STRATEGIES
*  DISTRIBUTION CHAMMELS RMIX

ESTIMATE 5 vs. DATA ACCURACY

VALUE CHAIN SCOPE

CENTRALIZATION/DECENTRALIZATION CONTROL OBJECTS
IRELOCATION
MARKET SEGMENTS ENTRY/EXIT K P
PRODUCT LAUNCH/RETIREMENT
CLENT SEGMENTS PRIORITIZATION COSTCONFIGURATION
+  JOINTWENTURES AND ALLIANCES
*  ACQUISITION S/DEMISE 5 ALLOCATION PROCESSE 5
+  INVESTMENT EVALUATION
+  CAPITAL FEEDING MEIX TIME FRAME/FREQUENCY

*  SPENDING PRIORITIZATION

Mastery of profitability management capability can be achieved through a continuous and
incremental processesthatintroduce and consolidate flexible evaluation models.
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The finance and performance management function plays a critical role
in @ company’s high performance business journey.

Notjust about process
excellence, but. .

MarketFocus
and Position

Distinctive
Capabilities

Performance
Anatomy for...

Not about achieving largest
scale but optimal scale
through. ..

Notabout ‘culture” but
infusing 5 core mindsets

+ Forwardlocking
+ Sensitivity Analysis
+ Multi-Dimensional

future value
+ Cost Object Margin Analysis

* Process View of Costs and

Revenues
+ Traceback Reporting

* Scenario [/ ‘Whatif" [/ Goal

Seeking Analysis
+ Inter-company charge-backs
+ Benchamarking
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Profitability
Analysis disceming the important
industry drivers of present and

« Capturing “best” markets

* Defining a customer-centric
business algorithm

+ Anticipating and shaping
changes in customer values

+ Aligning capital deployment

* Elevating shareholder value
creation

* Unleashing the organization’s
energies and collective
capabilities (embedded
culture of value)

* Multiplying workforce talent

* Generating strategic
advantage throught IT

* Improving perfarmance
through focused
measurement

* Renewing continuously



