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by Thomas H. Davenport
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Profitability Management

Do we think, or Do we know?

— Gary Loveman, CEO, Harrah’s Entertainment
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so what? how does it matter?

The Coming Power Shift to the CFO  Long Term

Wellness

Drive cash flow

Tax/ .
llT Treasury FP&A Cut costs ﬂ

| Controller 1|

| Improve profits -
Manage risk "~ New leaders emerge who

win not by surviving the
storm but by changing
the game. Changing the
game requires process
transformation that
infuses "intelligence" into
k our decision-making and
management systems not

just speed and capacity."
S h o rt Te r m Sam J Palmisano
L ifel i ne Chairman and CEO, IBM

Adding strategic business value by becoming
a more effective business partner is one of
the “top priorities” for CFOs in 2009

Cognos.
software

Information Management
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how is the session going to

help YOU?

$ Capture both short term and long term challenges facing Finance Organization
and how IBM Cognos Financial Performance Management (FPM) addresses the
same

$ Learn the world view and IBM Cognos way on analytics. Also learn how
“financial analytics” is evolving to solve analytical problems across the
enterprise

$ Understand how IBM Cognos can deliver “value” through financial analytics to
solve extended Finance Organizational problems - not just during these
“turbulent economic times” but also in CFOs pursuits to “transform the
enterprise”

. Cognos.
Information Management software
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today’s talk has 3 sections

CFO Challenges & |Financial Analytics IBM Cognos
IBM Cognos FPM | & IBM Cognos Value Proposition
Approach

/¥ CFO challenges /¥ What are Financial ¥ IBM Cognos
during turbulent times Analytics? Performar)ce Mgmt.
Partnership
/¥ Required CFO /¥ World view and the
actions IBM Cognos way r¥Needs and IBM

Cognos offerings
/¥ Customer

/¥ Financial Analytics

. Cognos.
Information Management software
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CFO challenges during turbulent times

The new economic environment proves challenging

New Economic Environment Management Challenges

= Unprecedented constraints on access to
credit and capital; Unwinding of over-
leverage

Manage short term financial matters

Review and validate or reset the
= Falling demand, increased price company strategy
sensitivity as consumers and enterprises

cut back Reprioritize projects/investments

= Disruptions in supply chains, partner and

customer arrangements Interact with the board to assure priorities
= Restructuring of industries: Firms fail, are correct and are being followed

sold off overnight

= New regulatory authorities Take decisive actions

Succeeding in the New Economic Environment | Novemb Copyright [BM Corporation 2008

Waar’s oN THE CFO’s MinD: FinancE’s HIGHEST-PRIORITY
STRATEGIC [SSUES FOR 2009

| fpweere N

M

[jon]
I
|

L]

Succeeding in the New Economic Environment

IBM Institute of Business Value, Nov. 2008

FIG. 1 Finance organizations’ immediate responses to the unfolding economic crisis (multiple
responses permitted), 2008

Create initiatives to preserve cash (payables, receivables _
and or inventory management) 9%

57%

Freeze discretionary spending

Delay or scale back budgeted capital investment spending _ 49%
Initiate hiring freeze _ 45%,
Renegotiate supplier agreements _ 20%
Initiate staff cuts _ 22%
None of the abowve - 12%

Source: The Hacketr Group, 2008
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prescribed CFO Actions

Exploit .
Focus on Value Opportunities Act with Speed

How do | do more with less How can | leverage financial How do | create a scalable
or be more effective with the and nonfinancial data to and flexible information
CFO same within Finance and generate timely, relevant management framework and

financial management model
to navigate ever increasing
change and provide the
necessary control?

Questions GELEuE organization? insights?

How do | rethink where
capital is deployed

= et the information to act

= Develop required assets
= Set the agenda

Re-align relationships

" BB _' gosistability  Changebnbangestry Inteqgrate
Response  AiffREXimpEers - Mperfounanee |mprovr:fh#ﬁggr ency
and Fafrs - Ponamagement = Drive performance
= Revisit/renegotiate management & analytics

= Manage risk

Succeeding in the New Economic Environment

Information Management IBM Institute of Business Value, Nov. 2008 EU'D '2‘?1?&
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Status Quo is Failing the Office of Finance

Spreadsheets Failing
“there have been well-documented cases of errors
and losses resulting from spreadsheet

manipulation errors and accidents.” CFO
L FP&A

Treasur
| SUY Controller |
|

Source: Major Analyst Firm, August 2007

Disparate Systems

“Average finance organizations operate
11 finance systems per billion dollars
of revenue.”
Source: Hackett Group, 2007

—
—

Business Risks

“62 percent of enterprises ...

encountered a major risk event ... 42 % of these
enterprises were not well prepared for the event.”

Source: IBM Global CFO Study 2008

Cognos.
software

Information Management
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...But Forward Thinkers are Thriving

Driving Performance
“68% anticipate serving as the performance

management experts for the rest of the company.
CFO Source: IBM Cognos / CFO Research, 2008

I
Tl FP&A
: Trealsury Controller |
I

. - ...Enterprise Rewards
“World-class EPM organizations
deliver 2.4 times the returns

of industry-peers companies
Source: Hackett Group, 2008

...with Professional Upside

“Corporate performance and CFO performance are
inextricably linked; CFOs that deliver shareholder
value are most likely to achieve the next career

step they desire.”

Source: CFO Executive Board, Strategies
for Inflecting CFO Performance, 2004

Information Management Cognos.

software
7
e @
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ut Performance Management to work in Turkt
Times...

Cut costs
Improve profits
Drive cash flow
Manage risk

PERFORMANCE

Delivering new

ME Asumf;q, .- Intelligence that is
¢ mon1TOR complete, insightful, and
actionable...

Driving smart decisions
for better business outcomes

Cognos.
software
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Bl and Performance Management
Plan, Understand and Optimize Performance

Finance

How are

Sales Product

Development

Marketing Operations

PERFORMANCE

MEpSYRING,
MonrTort

PLANNING
Human

Customer o
&p -4
ORTING & ANAVY Resources

Service

IT/Systems

- Cognos.
Information Management software
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Bl and Performance Management
Drives Performance in Turbulent Times
MEASURING AND MONITORING

PLANNING
REPORTING AND ANALYTICS
: Customer : Product : Human
Sales Marketing : Finance Operations IT/Systems
Service Development Resources
. FRONT-OFFICE ACTIONS: FINANCE ACTIONS:
. Improve Sales Forecasting, . Simplify and eliminate . WORKFORCE ACTIONS:
Manage Pipeline Risk, and . redundancy; drive dynamic, Retain the best, retrain or
. Improve Working Capital . sustainable FPM practices . eliminate the rest
. CUSTOMER ACTIONS: . SUPPLIER ACTIONS:
Protect Profitable Customers & . Leverage Your Best Suppliers
. Manage the Unprofitable Ones . and Manage Supply Risk
M| ProbucT AcTIONS: ] IT ACTIONS:
Eliminate Unprofitable . y
. Products & Non-value Added . Erlgmégfst.e Frggllj: dant
Activities . projects,
. on Quick payback
: Cognos.
Information Management ottt
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today’s talk has 3 sections

CFO Challenges & |Financial Analytics IBM Cognos
IBM Cognos FPM | & IBM Cognos Value Proposition
Approach

/¥ CFO challenges /¥ What are Financial ¥ IBM Cognos
during turbulent times Analytics? Performar)ce Mgmt.
Partnership
/¥ Required CFO /¥ World view and the
actions IBM Cognos way r¥Needs and IBM

Cognos offerings
/¥ Customer

/¥ Financial Analytics

. Cognos.
Information Management software
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what are AnalytiCS?

“analytics” is about gaining broad intelligence and deep insight from
available information to engineer business optimization

Competitive
Advantage
Analytics =
Optimization
Nirvana!
= Optimization What’s the best that can happen?
K=)) Forecasting What if these trends continue?
]
c
— | HUMAN CENTRIC ALGORITHMIC (
(o] p F
8 : Statistical models What are the causes an
S
8 Predictive reporting What’s driving my busine
- Alerts What actions are needed.
Query/drill down Where exactly is the proble

Standard reports What happened?

Degree of Intelligence

Information Management gr? !.":g?é
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is the world moving towards more Analytics?

47%

No analytical capability Minirmal analytic al Some anahtical capability  Above average analytical Analytic capability is a
capability capaﬂilﬂy key e*emenfl of strateqgy

Sourse: Mpeenture study, M=205/392 corpanias

...and does MOre analytics mean better performance?
15% of top performers versus 3% of low performers
indicated that analytical capabilities are a key element of their strategy

Information Management Er? !?.rg?é
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Customer PrOfltab”Ity — a sample Financial Analytics problem

Challenges & Needs

80%\ b

Profits
140%
100%
( 1@}

Dimensional Revenue Customer Targeted

shift from recognition  Segmentation Marketing

traditional and cost :

product to allocation Mix (4Ps)

customer (including

accounting ABC

Information MaGagarnent

[

* Who are my profitable customers?

* Who do | retain and who do | fire?

Highly

A

I Profitaple
Customers

Aggressive
Retention

* How can | segment my customers based on profitability ?

Prafitable
Cugtomers

Passive
Retention

» What actions can | take (marketing mix) to influence change?

Whale Curve

Customers

Boss Making

Customer
Aggressive Cognos.
Retrenchment sortware
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Pelephone

66Pelephone relies on

TM1’s unique ability to
scale millions of mobile
subscription
transactions and
hundreds of service
managers to provide the
most competitive rates
and services available

Information Management

Performance Pain .

= Retaining profitable customers
= Predicting customer loss events
= Growing subscriber usage

IBM Cognos Solution Impact

= Continuous analysis of subscriber base

= Proactively tailor service offers to serve
individual customer needs

= Reduce churn and grow subscriber base
and usage

Cognos.
software




FINANCE FORUM 2009

financial analytics is a CFOSS enterprise discipline
Financial Reporting and Analytics

Plan, Understand and Optimize Performance

: Customer : Product : Human
Sales Marketin : Finance Operations IT/Systems
9 Service Development P Resources y
acity Analytics . Service Level &
Capacity Analytics

. Sales Pipeline Analytics ‘ < i tion Planning
. Sales and Channel Mix FPEHFGRM%DN'E E

. Product Profitab \/hat — if’'s / Scenarig

. Campaign Effecti @MEASURT“G& . Workforce Analytics

\ Monrrol-

PLANNTY oduction . Compensation Analytics

Cognos.
Performance software

agement




FINANCE FORUM 2009

Is analytics the last yar of the In “God” we trust, rest all bring “Data” to the table

— Edward W Demming

information Mile?

Information On Demand
Unlocking the Business Value of Information

for Competitive Advantage Financial Workforce Dynamic

Risk Insight Optimization Supply Chain

Multi-Channel Better Business
Business Optimization Marketing Outcomes

Customer & Product
Profitability

Cognos.
software

P Business Intelligence Ovtimive busi
- ptimize business
= & Performance performance

Management

Information Integration, Establish, Govern, and Deliver Trusted
Warehousing, Information
& Management

Optimize content-based Operational

Content-ar o & Compliance Processes

ontent-drven :

Processes Information
. Sources

Manage data over its lifetime

Content Manégement

- Cognos.
Information Management software
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what are some of our cUStOMeEr successes?

& Lufthansa =1

w Our analysis of player performance is as
° complex and dynamic as the work of high-

powered business analysts in Fortune 500
companies, and we need to use the same
robust, flexible interface to achieve reliable
results. Conducting complex analysis in
real-time allows us to improve our planning
processes and IBM Cognos TM1 enables
the agents themselves to view reports and

i perform almost limitless ‘what-if’ scenarios
for further analysis of the data.
fr",-f"' - Doyle Pryor, Assistant General Counsel

of the Major League Baseball Players
Association (MLBPA).

A;;*‘n

|
f

Rt

* indosat

ORACLE Genworth*
Financial

Cognos.
software
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today’s talk has 3 sections

CFO Challenges & |Financial Analytics IBM Cognos
IBM Cognos FPM | & IBM Cognos Value Proposition
Approach

/¥ CFO challenges /¥ What are Financial ¥ IBM Cognos
during turbulent times Analytics? Performar)ce Mgmt.
Partnership
/¥ Required CFO /¥ World view and the
actions IBM Cognos way r¥Needs and IBM

Cognos offerings
/¥ Customer

/¥ Financial Analytics

. Cognos.
Information Management software
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Performance Management Partnership

AUTOMATION TRANSFORMATION

EXTEND

Enterprise-
Wide

Why Cognos?

» Best in Class and Owned by Finance Solutions

» Connect Financial & Operational Performance Enterprise-wide, Enterprise-deep

 Independent Performance Management System that span all data, transaction
systems and enterprise investments

Information Management Er? !?.rg?é
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AUTOMATION --- TRANSFORMATION ----

H EXTEND \ ADCE
IBM Cognos Addresses Broad Analysis e (7)) W (3)ename (§)saems
Needs Emb d Extend Y Existing Infrastructi
Trending Analytical Reporting
Slice and Dice Drill

 Personal exploration
» Compare & contrast
* Rotate and nest

« Work disconnected

» Top down view

* Drillable reports

* Sort top & bottom
* Review then query

)  Market shifts
I * Product ranking

| e \_

- Sales trend analysis
» Market analysis

\L J

S io Modeli R Predictive Modeling
cenall/"l/c;)at_% : |ng“ BuSINESS MANAGEE What might be
L » Uncover patterns
* Model scenarios  Apply algorithms

* Mine data and text
* Predict outcomes

* Reorganize, reshape
« Compare scenarios
» Save versions

= : : | p 1

F|na_nC|a_I_anaIyS|s _ ~_ Nagyg, |« Churn analysis
.+ Profitability analysis ~ ~——
Information Management ‘ Er? ‘.'_:g?é

| fpgrec o X

J

/ BUsINEs’;cIAL& /  Fraud prevention
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challenges in addressing |

these analytical neAeds/v

_— e
f——— =
: ] et % 3
—~ s e
- ayf - . =
Visualization & Interaction Business Modeling Rules Language Scenario Forecasting

Information Technology
Multidimensional Cubing Scalability & Performance 1

_— A Y

IT

w....isconsistent across

Information — I ’[he problem domain

Access
Quality, .cD nos
Information Management Timeliness software

9 s
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indicative products gy, |tneot | gy
: usiness
that Serve the r]eedAS../v Embrace and Extend Your Existing Infrastructure
Ereal. . saBi e
— o ‘¢ - nn.m: =
‘L yil | \  Suite, | | «c8Business
a‘ /etc_)__l \!j | Y__I"_ewpo‘y. A:n:mmu:.-E:c:uExpm uuuuu 'Y
' - b i
1y J*E Y 2 ML
L.TM1 MramTNI= o 1M1
& Interaction Business Modeling Rules Language Scenario Forecasting
Multidimensional !P forr]m a|tlon Scalability I \
Cubing ecnnology & Performance | | W‘|i
¥

TM1 \ -

InfoSphere”  Cubing IT

software Services Specialist
Information — I
Access,
Quality, AN
: Timeli Information
Information Management Imeiiness On Demand

9 e

Tf(TMl

list of products by no
means comprehensive

Cognos.
software
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= Build upon thought leadership t deliver

Embrace and Extend Your Existing Infrastructure

customer ValU@ through point innovation _

Thought

Leadership
. Demos
Business
Financial
Analytics
Blue Prints

Appiication
Briefs

Business
Partner
Application

Customer
Profitabiiity

Customer I

Perspective /
\ IBM Cognos

Innovation Center

for Performance Management

Technology

Business Demos
Vale Giides,

Financial
Analytics
Elue Prints

FProduct
Profitability

Appiication
Briefs

Customer
Reference

Best
Practices

Expertise

Information Management ~— Er? !.":g?é
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IBM Cognos

Performance Management System

Applications
& Blueprints

Access
& Interactivity

Univel
Capabilit.

Business
Modeling

Performance
Management
Platform

Information
Infrastructure

DRIVE EXTEND
Practices Wide

Embrace and Extend Your Existing Infrastructure

/,

Financial Performance I Financial Consolidation I Partner Applications | Partner Blueprints

Workforce Performance |  Banking Risk Performance | 20+ Functional Blueprints | 30+ Industry Blueprints

S

e
Any Language Any Format Any Mode Any Location

Query Reporting Analysis Scorecards

Une Metrics

Organize & Capture }

Dashboards Planning

Manage Dimensions

Build Datasets Capture Context

Access & Optimize Architect & Integrate
Information

Solutions

Deploy & Manage l
Content

Applications

) < )

Information Integration, Warehousing and Management

Data Management Content Management

Information Management

Cognos.
software
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why IBM Cognos?

Bl and FPM
Leadership with
Analyst
Recognition

Financial  Worlforee  Dynamic i
Customer & Froduc: sk Insighs CVRmaion Supply Cham duls el Better Business
Frofiabiliy  Business Optimization — Marketing Outcomes

Cognos.
software

Cptimize business
performance

iness Intelligence
& Performance
Management

Information Integration, Establish, Govern, and

Warehousing, Deliver Trusted Information
& Management

Cptimize content-based
Cperational &
= = Sour Cumpliance Processes

[ !
Data Management Content Management Manage data over its
lifetime

Information Management Leadership

AUTOMATION RSN VN T-Y JCTIV VL (1) (S _—

DRIVE EXTEND
Best Enterprise-
Practices Management

/—

Embrace and Extend Your Existing Infrastructure

BREAKAWAY'

TECHNOLOGIES,. INC

QueBIT

@

Q
)
7))

Applications
& Blueprints

Access
& Interactivity

Universal

Capabilities Analysis 3 | Dashboards

Business
Modeling

Performance
Management Access & Optimize | Deploy & Manage Architect & Integrate
Platform Information I Col Applications | Solutions

Information Information Integration, Warehousing and Management

Infrastructure

Data Management Content Management

Product Leadership — TM1, C8BI Cognos.
sortware
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key take away...from this session

CFOs are faced with new challenges during these turbulent economic times that
require both short term and longer term programs in which processes and data
models with the Finance Organization are embedded with new intelligence

IBM Cognos capabilities are being leveraged by enterprises worldwide and used
within the Performance Management Framework context to address problems in the
Finance Organization and enterprise adjacencies

Financial Analytics is a new FPM market being addressed by IBM Cognos in 2009.
The world has embraced financial analytics and it is a fast growing opportunity

Heavy reliance on spreadsheets to make analytical decisions, specially customer /
product / channel profitability or resource optimization type applications, means a
potential need for Financial Analytics

IBM Cognos has necessary capabilities across software and services to address the
Financial Analytics

how to learn more?

= Please visit

http://www.cognos.com/products/tm1/index.html
to learn more about TM1

Information Management Er? !?.rg?é
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Information Management Cognos.
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Important Disclaimer

= THE INFORMATION CONTAINED IN THIS PRESENTATION IS PROVIDED FOR
INFORMATIONAL PURPOSES ONLY.

= WHILE EFFORTS WERE MADE TO VERIFY THE COMPLETENESS AND ACCURACY
OF THE INFORMATION CONTAINED IN THIS PRESENTATION, IT IS PROVIDED “AS
IS”, WITHOUT WARRANTY OF ANY KIND, EXPRESS OR IMPLIED.

= IN ADDITION, THIS INFORMATION IS BASED ON IBM’S CURRENT
PRODUCT PLANS AND STRATEGY, WHICH ARE SUBJECT TO CHANGE BY
IBM WITHOUT NOTICE.

= IBM SHALL NOT BE RESPONSIBLE FOR ANY DAMAGES ARISING OUT OF
THE USE OF, OR OTHERWISE RELATED TO, THIS PRESENTATION OR ANY
OTHER DOCUMENTATION.

= NOTHING CONTAINED IN THIS PRESENTATION IS INTENDED TO, OR SHALL
HAVE THE EFFECT OF:

— CREATING ANY WARRANTY OR REPRESENTATION FROM IBM (OR ITS AFFILIATES
OR ITS OR THEIR SUPPLIERS AND/OR LICENSORS); OR

— ALTERING THE TERMS AND CONDITIONS OF THE APPLICABLE LICENSE AGREEMENT
GOVERNING THE USE OF IBM SOFTWARE.

softwar
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