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Heightened Uncertainty —the New Normal

Oil Prices’ Last 2 Years 2010 IBM Global CFO Study:

how can the CFO drive a smarter
(Brent Crude) enterprise in uncertain times?

B Brent Crude; Last: 73.76, Hi: 144.95, Lo: 38.12 The impact of the New Economic

Environment on the CFO’s Role

What Finance model achieves the optimal
mix of capabilities needed to outperform?

= Commodity prices

= Consumer spending
= Exchange rates

= Share prices

What can CFOs do to enable timely and
informed decision-making?

How can the CFO help the enterprise
anticipate and shape its environment?
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IBM’s 2010 CFO study, scheduled for release March 2,
2010, is the latest in a series of CFO research

PR

S e iy e

L3 Sorey Carmend vlabe and bikew direchion

R .l

- deeper
. ‘.

M oLy b ROk T e el T

2003

Finance Excellence

4

CFO Studies

Integrated Finance

Decision Support Organization

2010

Im
E)




IBM Cognos Finance Forum 2010 X

Anticipate and Shape Business Outcomes ‘ :’

The economy and increased demands on CFOs and
Finance provide the context/setting for this year’s study

New Economic Environment

Economic Challenges and Opportunities Finance’s Role
= Changing customer demand ‘ = Revenue and cash flow
= Uncertainty in global |mpa$:ts. of demand challenggs
commerce = Margin impacts / supply chain
. - & cost base
= Access and availability : J :
of capital \ = Getting capital / restructuring
- . : ',- capital
— = Government stimulus & policy / :
~ = Regulatory reporting and
% _ = Demand for transparency / compliance
® o Increased risk = Enterprise performance ”‘
| = Reacting and anticipati |

with insight

Source: 2010 IBM Global CFO study



IBM Cognos Finance Forum 2010 ™ /

Anticipate and Shape Business Outcomes ‘

Finance continues to struggle with structural complexity
due to issues related to automation and standards

Efficiency Challenges

terprises Finance cong;
ﬂ','.zdsul::e financial spend signific;l:;lai‘m
’ﬂmetrics manually transactional activi ‘?i ;:\
Many lack the necessa
I ry
iy still have no common data definitions

Many lack a common
reporting platform

Source: 2010 IBM Global CFO study
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Finance function cost is increasing, but at a slower
pace for the leading organizations

Finance Function Cost as a Percentage of Revenue
3.26%

3.5%

3.0% -

2.5% A

2.0% -

1.5% -

1.0% -

0.5%

0.0% -
2004 2005 2006 2007 2008 2009

Source: IBM Benchmark Program “MEDIAN ®BENCHMARK
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The majority of enterprises are not able to effectively
deliver business insights

Business Insight Challenges

Most a

Most lack a satisfied U:?th@;
common planning operational Plann?:nr

platform and forecasting
analytical capability

- Most still Many an'eage

"a"Y producin poor to aver
*Pera ational metncg at antu:lpaﬁ 9

external forc®

Source: 2010 IBM Global CFO study
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Measuring and Monitoring Business Performance
has been atop priority

( Measuring/monitoring business performance — j
|

Meeting fiduciary and statutory requirements | i

Developing people "

Aligning Finance with the business _

Continuous process improvement/business improvement I_

Driving cost reduction _

Leading Finance-related compliance programs and _

strengthening internal controls |

Inputs into identifying and executing growth strategies _

Supporting/managing/mitigating enterprise risk |—

| M Important

Driving integration of information across the enterprise { 1 Effective

0 10 20 30 40 50 60 /0 80 90

Source: 2008 IBM Global CFO study
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Analyst time continues to be consumed in data
validation and process administration

Financial Analyst Time

Providing
value-added

analysis
23% Collecting and
validating
the data
47%

Administering
the process
30%

Source: APQC
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Spreadsheet, manual processes are holding costs higher

1.89%
11.25 ‘
Spreadsheet, Automated Spreadsheet, Automated
Manual Planning Planning Manual Planning Planning
Environment Environment Environment Environment
Cost of Finance as a percent of Revenue FTEs for planning process

(per $1B/yr In revenue)

Source: IBM Benchmark Program
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Spreadsheet, manual processes are obstacles to
timeliness and reliability

Planning accuracy within +/- 5%

Complete a budgetin 2 or
fewer iterations

Real-time data fully available

Spreadsheets Commercial/lnternal Spreadsheets Commercial/Internal Spreadsheets Commercial/Internal
applications applications applications

Source: APQC

Im
E)



IBM Cognos Finance Forum 2010

Anticipate and Shape Business Outcomes

Several key themes are emerging from
IBM’s 2010 study

Finance execution excellence Finance organizations must also deliver
matters more than ever. CFOs that value through analytics and business

have more efficient finance organizations insight. Those that have cracked the code on
are more successful at driving business insight are helping drive greater
organizational excellence. value across the Enterprise.

By doing both well - executi core finance activities efficiently and
. providing the insight their businesses need — Leading Finance
L Organizations are helping their enterprises make smarter decisions.

Source: 2010 IBM Global CFO study
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UALCOM Performance Pain

_ = Need for more dynamic, reliable
CDMA Technologies collaborative planning, analysis and
reporting system

= Systematic access to marketing, = Too much time spent validating data,
procurement, engineering, and rather than providing value-added analysis
financial planning data to support the business.

» Web-based data capture and

reporting IBM Cognos software Impact

= Centralized data store, = More timely, reliable decision information
consolidation of information and

assumptions = More time spent analyzing key

business metrics

= Improved data ownership

“ We believe in the integrity of the data.
The data is more trusted.”

Robert Loreto, Senior Director of IT,
Qualcomm
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Performance Pain

4||I

= Need for greater accountability, deeper in
the organization

= Improved ability to identify = Need to centralize expense planning

drivers of top-line revenue
growth, analyze expense
constraints, identify risk and
address SOX compliance issues. IBM Cognos software Impact

= Need for more consistent views of data

= Centralized planning reduced the = Provide centrally managed data to analyst
footprint for financial planning by communities so they can focus on providing
[etiiingpedigiSparatelapplcations the value-added analysis to drive business:

= Able to preserve analytics and . : L -
reporting flexibility while driving Reduce its application footprint;

more standardization. = Reduce the IT delivery expense associated
with supporting the finance function;

“ Finance can focus on providing value-add

analytics to drive the business.” o ) A _
Marc Berson, Director Business Analytics, streamlining data delivery, providing the right

IBM Corporation metrics to individuals based on their roles.

= Focus on end-user productivity by
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Driving a smarter enterprise

| Predict and act

CTU Sense and respond & -
IT Tax/ FP&A i _—
J Trea~|sur3.r Controller | y

1

. . | Real-time, fact-driven
Instinct and intuition | |

Skilled analytics experts I Everyone

Volume

Back office . y
| Point of impact

Automated

| Optimized
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Five key investment opportunities

Performance 1. Automate performance
monitoring

2. Deliver fast & reliable
reporting

Decision
Making

3. Link drivers to

Trusted enterprise plans

Information .
4. Improve operational

Insight
5. Manage Risk

17
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1. Automate performance monitorin

£ Meiric $1udio Package - Metric Studio - Windws internet Explorer

[ S I e e————
fe ES Vew Feote Toh ek

= Automate production of metrics
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Scorecards b
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2. Deliver fast and reliable reporting

= Reach all information reliably and timely

" Deliver a Complete, e o e cooue e ot e
consistent view of o
the business

= Adopt infrastructure /

and adapt to change —— e
: ZIX »-/' T—— f— B
3 =

. 3 - e
= Cost-effectively scale as b . S
OS e ec y Days Sa|es e wnmwe wee  eme  wre ere e
e Outstanding Days Sales Outstanding Trend - Quarter

user Communltles grOW :Znsi by Quarter zrahur;vsj DDDDDD iunPerfua:ﬁva: 2; Database Layer Jll EEEEE :izbi IIIIIII iera\rd’v\.d PPPPPP ,ID)‘R‘ESPCEH(:EH_. EEEEEE ‘CodE:T;DatabasaLaver.Res[
; g 2/EY0 3/FY02 4/FYD2 03 2/FY03 3/FYD3 4/FYD3
&) pone

= Drive standardization Nl
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3. Links drivers to enterprise plans

= Connect organization to planning

More frequent cycles

Log Out
[rr11 workflow process Task | action |8 O | ?
B Menu1.xis [E BudgetedCashFlow.xls = | =
| - | BS B | x
. . =
e A =
. WS CIE S AN IBM© COMPANY
Entity | Fiscatyear | scemaric | currency | Home
. . [ Medical Mfg Inc ¥ 2008 ¥ | version1 ¥ | Local ¥ |
/€ Subset Editor - Windows Internet Explorer [~ |[01]
_[ Budgeted Cash Flow i
. Indirect Method
[ & Subset: [Bivamnd Tatal G v |
= T Medical Mfg Inc ~ Feb Mar Apr May Jun Jut Aug
= 2 Total Manufacturing
. . . 2 = quality control 4,236,475 4,104,723 4,003,776 4,129,446 4,128,849 4,113,464 4,115,734
01-5612 Quality Eng =
. - Quality Engineering ° ° ° ° ° ° °
= 01-56 15 Reliability
o 349 349 349 349 349
= X External o ° ° ° °
=2 01-5130 External Pump Manufacturing E 1,868,056 -466,046 445,800 -482,447 454,385 13,628
= 01-5321 Disposable Manufacturing . 955 743 . 229,696 B 231972 ome
o ETowlR&D ° ° o ol H
, ’ = = Development o o o o o o o
= 01-6320 Disposable R&D 46,279 95,360 56,141 98,594 56,964 -3,582 15,296
= 01-6770 External Pump RED o o o o o 0 0
= X Research o o o o o o o
= 01-6505 Clinical Programs -4,012,445 2,731,788 -635,026 578,251 -665,523 683,123 2,771
. = 016510 Regulatory = 224,030 6,836,311 3,458,749 4,707,697 3,463,326 4,796,588 4,118,504
" DEVE'O Wl Iat' If SCel 1al10S =— =
— — — = - -4,000 o o o 0 o
Net Cash from Investing Activities 0 - -4,000 o o o 0 0
o o o o o o ] o
2 3 o o o o o o 0 of M
N s, t [ [ [ [ [ o o 0[]
LT
| PO oS o @ W) 2o
@BE)  Monday
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4. Improve operational insight

= Build dimensional views of

the business: Division,
Region, Product, Customer o G T web

[r11 Workflow process Task | Action | =R R

B Menui.xds & BudgetedCashFlow.xls x | M=

. |9 | S e | x
= Model business CocNos I
N IE WSS AN IBM= COMPANY
Entity | Fiscatvear | scenaric | currency | Home
[ Medical Mfg Inc %] 2008 %[ versiont ¥%| local  ¥|
outcomes & perform |
Indirect Method
[ [ [
Jan Feb Mar Apr May Jun Jut Aug
sensitivity analysis
et Inc 3,778,061 4,236,475 4,104,723 4,093,776 4,129,446 4,128,849 4,113,454 4,115,734
Adii 0 o o 0 o 0 o o]
o 238 349 349 349 349 349 349
. . o o o o o o o o |}
5,465,595 1,868,056 -466,046 448,800 -482,447 454,385 13,628
. e n I O e ra I O n a -393,661 958,743 -235,470 229,696 -240,390 231,972 =,089
0 o o o o o 0
o o o ] o o o o
. -zl 46,229 -95,360 66,141 -98,594 56,964 -3,582 -15,296
o o o o o o o o
improvements S T R R T
Total Adjustments 5,071,723 -4,012,445 2,731,788 635,026 578,251 -665,523 683,123 2,771
Net Cash Provided by Opsrating Activities 8,849,784 224,030 6,836,511 3,458,749 4,707,697 3,463,326 4,796,588 4,118,504

= Evaluate financial impact S EErEErE———

OO0 o T PAEEE | B vem

] MOdel risk adjusted VieWS Of T T T e T T . T QR s
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5. Manage Risk — Act before you NEED to!

= Expand reporting and planning metrics to include Risk Variables

= Actively capture operational
risk items

= Extend operational risk
analysis to strategic
customers/suppliers

= Model external risk factors
Into forecasts

= Leverage performance

Integrating risk into performance management processes of planning, budgeting, reporting and forecasting.

Enhance strategic and
operational planning

Optimize risk budgeting
(Benefits and costs)

Effective risk Performance Increase
!nanagf]emenl management shlareholder
In performance vaiue
p processes
management
processes
Improve forecasting Allow monitoring, reporting
accuracy and corrective action

Source: IBM Institute for Business Value.

management to automate internal controls
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IBM Cognos Software and Analytic Applications

Management System
Scorecarding & Strategy Management & Business Controls

Planning & Forecasting
Financial Analytics

Consolidation & Corporate Reporting

Financial Performance Management Solutions

cfg . X0
N Supplier/ § Customer / Se, Consolida*™
Financial Workforce e e i an Repott

Analytic Applications
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Accelerate Information-Led Transformation

Information -Led Transformation

Solutions
: ble Growth
6,000 dedicated Consultants, Cost Takeout & Efficiency P’m““'“"ﬂmm Proftane o
Industry specific
. ; cs &0 m:zahnn Solutluns
solutions/expertise m % q q
Software \
Over $10B Software m
Investments in the past 5 years Human Caplal Managomen.. AR Customer Relationship Management.
Business Analytics & Optimization Platform
Systems pli
Over $6B invested in - Tre ares Cleks $P s Vees _
Systems R&D; e.g., Smart it bty | sl S et Cobodcmg || o o
Analytics System S Bl Srghdfe. Ve Do —
Trusted Information Platform
Research Information Integraton & Master Data Management
10 Years Research in Services; ME =P "E_”"t': M’"‘“‘”’“’“‘
largest math department in Warehotsing & Data Management

Private Industry; leading
advanced analytics/ Systems Platform
optimization experts
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GET STARTED

= 2010 IBM Global CFO Study
= 2010 IBM Global CFO Study Assessment

= Innovation Center for Performance
Management

* |IBM Cognos Business Value Assessment

IBM Cognos
Innovation Center

for Performance Management
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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.
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