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Driving Smarter Decisions for better business outcomes
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Planning, Analysis & Forecasting
Profitability Modeling & Optimization

Close, Consolidation, Report and File

Performance Reporting and Scorecarding

Governance, Risk and Compliance

Performance Management Solution Excellence
+ 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

Infused with world class Business Intelligence and Cognos 10
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Theme #3 — The greatest rewards come from doing both well

“Value Integrators” = Deliver Efficiency + Business Insight

>20x ., |49% 30%
more i more more
12.1%
11.3%
9.4% 9.3%
. Value Integrators
All other
enterprises
0.5%
EBITDA Revenue ROIC
5-year CAGR, 2004-2008 5-year CAGR, 2004-2008

5-year average, 2004-2008

Revenue Growth: N = 580; EBITDA: N = 531; ROIC: N = 501;
Source

ll'wll

IBM Institute for Business Value, The Global CFO Study 2010
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The Close, Consolidate, Report & File Process
CONSOLIDATE REPORT ] i
Close (First Mile)
[ Closing Process " Consolidation [ Reporting Data qua”i.,y and control syStem
(Consolidation System) R (Consolidation System) [ (Consolidation System) for collection and reconciliation
* Data Input & Create single Internal Reporting . .
Changes currencies « Financial reporting ConSOhda tlon
+ Collect From Minority interest adjustments, cash Financial consolidation and
Subsidiaries holdings flow h i
_ . car systems for consolidating
Closing Process Intercompany preparation financial results
(Accounting Processes) eliminations ]
« Close Sub Ledgers Group closing adj. B ”
and Systems o y Sigzggf;l!os;atement Reporting and Filing (Last Mile)
. A adjustments A Deliver automated financial
iliati * Fuplis uarterly,
G attion Allocations annual rgports, 4 documents
* Intercompany Advanced XBRL filing
transactions ; n R
. B o< B Leverage financial data trapped
* Prepare journal « Financial reporting .
entries: accruals in the close process for
& adjustments B controls & * Bl reporting » - - .
compliance testing ||" o ctome financial reporting & analytics
© 2012 IBM Corporation
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The Close, Consolidate, Report & File Process
CONSOLIDAVE RERORY, » Collect, certify and validate financial
results
Closing Process Consolidation Reporting
(Consolidation System) | (Consolidation System) | (Consolidation System) » Centralize, manage and apply standard
4 gz;an,,,&ut & Create single Internal Reporting accounting and financial rules
4 CUITCHER « Financial reporting i i 5
. Collect From - adjustments, cash = Establish single, centralized store for
Subsidiari Minority interest flo N ) h
ubsidiaries holdings consolidated financial results
Closing Process Intercompany » Cashiiog st
: S preparation . .
(Accounting Processes) eliminations _ » Manage and deliver internal
. Close Sub Ledgers | + Group closing adj. | =xte"@! Reporting financial/management reports
* Financial statement
and Systems :
Management preparation . . O
o A adjustments S » Provide ad-hoc analysis and insight on-
iliati P uplisn quarteriy,
Reconciliation Allocations i y demand
* Intercompany Advanced XBRL filing
B formula External Reporting = Coordinate, create and publish external
. Prst,'p_are journall calculations - Financial reporting financial documents and file.
entries: accruals
& adjustments Ing-,;rrr:,al Ifaon'gg otlessf;n * Bl reporting i
P 91| systems » Collect and assess internal controls
© 2012 IBM Corporation
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The Close, Consolidate, Report & File Process

Performance Reporting & Scorecarding

Close, Consolidation, Profitability Modeling

Planning, Analysis,
and Reporting = ~ & Optimization

& Forecasting

* Account Analysis
* Close Analytics
* Financial

Close, Consolidate, Report, File
(CCREF) process critical starting
point for certified financial

CLOSE CONSOLIDATE

Consolidation results

- Financial Support the 5 key tenets of the close,
Controls consolidate, report process
Management SeeonT 1. Reduce the length of time to close

H ANALYZE

° Corpor_ate 2. Reduce resources consumed
Eepo:t::ng Fili Pinensisl centidation 3. Eliminate data errors

L egu a ory I Ing Solutions . . . .

S —— - ——. 4. Certify & audit financial

(e.g. XBRL) fy

consolidation

5. Provide audited accounting policies

CONSOLIDATE

IMPACT: Cost efficient and effective compliance and faster cycles of performance feedback.
Confidence in reporting to external stakeholders.

© 2012 IBM Corporation
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Complete Coverage of Financial Governance Processes

Unify
Processes
Accounting Financial External Filing &
Close & Consolidations Reporting Output
erp Analysis Requirements —
- ] is v i
{ ) | )
- ) @ @
. Reconciliation
., . ‘x_ﬂ_/ Management (\ﬂ/) \%_/
pw ; \ (s
| Continuou ﬁ) ( '
‘ - " ' Controls K-/ a
- —_—
Financial Transaction Reporting and Analysis
“First Mile”

. 4
IBM Cognos Business Intelligence &
Financial Analytic Applications
Multi-GAAP Consolidation & Mgmt Reporting

IBM Cognos Controller & TM1

Collaborative Statement & Filing Preparation
“Last Mile”

IBM Cognos Financial Statement Reporting (FSR)

IBM Open Pages Financial Controls Management (FCM)

© 2012 IBM Corporation

a



[Jo]
!!:u:
il
<

IBM Finance Forum 2012

Why companies invest in integrated CCRF solutions

s To speed reporting — this shows good governance.

s Strengthen the companies ability to provide timely and accurate data for
better, more effective business decisions

* Obtain financial information in a controlled, auditable process

< Ensure data integrity and transparency needed to comply with various
regulatory requirements

* Evaluating and limiting the risks of errors
* Obtain a single platform in order to enhance and monitor internal controls

s Automate the production of consolidated financials and external
compliance reports
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Issues with the CCRF Process
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Inconsistent data from various subsidiaries — multiple GL, ERP, and
disparate transactional systems

Lack of unified platform for managing the financial close management

steps

Q

ooo

Finance professionals to labour through hundreds of manual and
administrative checks

Update and checking hundreds of offline spreadsheets
Little or no visibility into the status of steps in closing process
Waste of time in performing redundant data checks

Excessive overtime or missed compliance deadlines

Close activities prove to be extremely inefficient and costly

© 2012 IBM Corporation
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Review the CCR process as a whole and not as separate

activities

Ensures accurate data flow within and between currently disparate
processes

Improves communication across the processes

Reduces cycle times and errors through automation of data transfers

Provides enhanced internal controls

Complete complex financial consolidation activities through integrated
CCREF activities

© 2012 IBM Corporation
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Close, Consolidate, Report: Key Requirements

REPORT
& ANALYZE

Financial Consolidation

& Reporting
Solutions PREPARE

Statutory and Management

CONSOLIDATE

IMPACT: Cost efficient and effective compliance and faster cycles of
close process execution. Confidence in consolidating financial results
accurately and sharing with internal and external stakeholders

Controller FP& A

« Single controlled environment
» Application configuration

» Audit tracking

* Internal controls

* Finance owned

* IT infrastructure compliance

» Global and local accounting
support

» Consolidation workflow

» Security & access control

© 2012 IBM Corporation
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The Close, Consolidate, Report & File Process
CONSOLIDATE REPORT ] i
Close (First Mile)
[ Closing Process " Consolidation [ Reporting Data qua”i.,y and control syStem
(Consolidation System) R (Consolidation System) [ (Consolidation System) for collection and reconciliation
* Data Input & Create single Internal Reporting . .
Changes currencies « Financial reporting ConSOhda tlon
+ Collect From Minority interest adjustments, cash Financial consolidation and
Subsidiaries holdings flow h i
_ . car systems for consolidating
Closing Process Intercompany preparation financial results
(Accounting Processes) eliminations ]
« Close Sub Ledgers Group closing adj. B ”
and Systems o y Sigzggf;l!os;atement Reporting and Filing (Last Mile)
. A adjustments A Deliver automated financial
iliati * Fuplis uarterly,
G attion Allocations annual rgports, 4 documents
* Intercompany Advanced XBRL filing
transactions ; n R
. B o< B Leverage financial data trapped
* Prepare journal « Financial reporting .
entries: accruals in the close process for
& adjustments B controls & * Bl reporting » - - .
compliance testing ||" o ctome financial reporting & analytics
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Trends in Financial Reporting
+» Adoption of IFRS — Subsidiaries and FRSME

Ilm“

O Opportunity to drive standardisation across report preparation (templates)

U Fewer manual processes around adjustments to/from local GAAP.
U Consolidation on single ERP system.

% Increasing size and complexity of Annual Reports

¢ DBIS call for simplicity in Narrative Reporting requiring Companies to publish a

+» Coalition commitment to "reinstate an Operating and Financial Review

0 E&Y Financial Reporting Outlook

o 36% feel that the Annual Report is most effective way to inform
o 81% believe their AR is adequate but could be improved.

o 47% agree with the premise of the FRC initiative to “Cut Clutter” , but 45% do

not feel it is important.
o 20% agree with more reporting of sustainability and other issues.

high-level strategic report.

(OFR) to ensure that directors’ social and environmental duties have to be covered in

company reporting, and investigate further ways of improving corporate accountability
and transparency".

+ UK leads Corporate Responsibility reporting — nearly all Global Fortune 250

companies report CR activity, and half claim financial value.

© 2012 IBM Corporation
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o GrantThornton

The Boardroom Blog

» Popuiar
= \fideo Posts (0)
w Al Articles (1)

The future of narrative reporting

Thursday, October 13, 2011 | Posted by: Simon Lowe

Categories: FRC, Govemnance | Tags: govemance, FRC, Corporate Govemnance, Simon
Lowe, FTSE 350, Corporate Govemance Review, financial reporting, BIS, annual reports,
lIRC, Ben Langford, namative reporting

Govermment plans to rationalise the structure, format and content of annual reports are
aimed to improve clarity for investors.

The size of annual reports has risen by 5%, growing to 135 pages from 128 pages last
year. They have become unwieldy documents, often full of boilerplate text and regulatory

b s~ B St b S bm ot b imbempnidarg

tha quabiny o somend wod thwwry | mmﬂwmmmm
S sl coporia =ny e mow temdandsnnli;:;;;nof
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PALA tandfcrn_'uat_o[ﬂisremr‘t.ﬂ'e
T o o f e B g :err::plten-girrnvaﬁvemysof
szimwesr | Annual report 134.51128.2|120.7 i ey oo

et [Ir.!thllthmﬂth.ll.l'l
U en

maost use to investors.

u:-mu:h['h:-ﬂ
Spwengr thar 100 U Boryucet bramm o £
ommd
1 lemerliey ek v e e LA o ol
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Narrative reporting

69.3

65.4

iber 2011 to remove roadblocks to
| help to sireamiine reporting and

63.6

*) has also issued a recent

Povind by: Peber Amowonih, 125

& lcnrow Meda krvestrmacits Lam
Hewss, 18- 18 Ebryroad
Tiskn ik conmmry nussirrioe o

Financial statements

65.2

62.8

uicafing Value in the 21st Century”.
for reporting with an exposure draft

57.1

f international accounting
+ reporting should be welcomed. A

 will be interesting to note how this

Source: 2011 Grant Thornton Corporate Governance ReVIeW s isc o

M LR, S IR,

mnd one which, in my previous reporl
T T

She believes company nzports are hecoming standardised, 45 companizs) ors

potential competitive or legal risk.

“Inevitably you plagense because plagensation is safer than improvisation,”

" she said.

Is this achievable?
Our challenge last year to reduce annual report length by 10% has fallen on deaf ears.

The povernment is investigating possible reforms to eporting requirements, following its decision to

© 2012 IBM Corporation
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The Reporting Landscape

** Many users, different views, no overall perspective
*¢* Processing data — not overall system

s Conflicting views and end-users

% Systems within systems (shareholders’ meetings, investor presentations,

board packs etc)

s Piecemeal development of systems

¢ Performance not compliance.

© 2012 IBM Corporation
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...Integrated Reporting — the Future

 —
2000

2020

Financial
Statements

Integrated Sustainability
Reporting

Reporting

Governance
and
Remuneration
Governance

and

Remuneration

© 2012 IBM Corporation
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Central themes -

Financial

Manufac

Human

Intellectual

Natural

Social

Business model & value creation

External factors

Business model

How the organization creates

and sustains value in the short
medium and long term

External factors

Financial
Manufactured

Human

Social

© 2012 IBM Corporation
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lIRC - HOW IS INTEGRATED REPORTING DIFFERENT?

% Thinking - Integrated Reporting reflects and supports integrated thinking for an
organization’s value creation process

s Stewardship - An Integrated Report displays an organization’s stewardship not only of
financial capital, but also of the other “capitals” (manufactured, human, intellectual, natural
and social).

% | Focus - An Integrated Report focuses on an organization’s strategic objectives and its
ability to create and sustain value in the future, as well as, past financial performance and
financial risks.

s Timeframe - Integrated Reporting specifically factors in short, medium and long term
considerations.

s Trust - Integrated Reporting emphasizes transparency, rather than focussing primarily on a
narrow series of mandated disclosures, and helps to build trust.

Adaptive - Integrated Reporting offers a principles-based approach which drives greater

focus on factors that are material to particular sectors and organizations.
Concise — Integrated Reporting is concise and material, not long

and complex.

| Technology enabled — Integrated Reporting takes advantage of new and emerging
technologies to link information within the primary report and to facilitate access to further

detail online

© 2012 IBM Corporation
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Integrated Reporting Model
What is Integrated Reporting?

* By reinforcing these connections, Integrated Reporting can help business to take
more sustainable decisions and enable investors and other stakeholders to
understand how an organization is really performing.

¢ | External reporting vis-a-via board strategy: if external reporting is not focused on
what boards are focused on, then it is neither strategic or material. (Top-slice of
management information).

* An Integrated Report should ideally be the primary reporting vehicle.

* | To enable the effective creation of such reports, the process of assembly and

review will need to be more automated and streamlined, eliminating pervasive
manual assembly and review systems. (Reporting will not be easy).
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Il
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Contributors

Approvers
5 =)
J@$ / 19

?@ment Managers
e
“

Report Consumers

A closer look at the current reporting

process...

» Editing, updating, and review of reports done in multiple versions of
offline Excel spreadsheets, Word docs and PowerPoint slides

MS Office tools not integrated into processes which leads to little

visibility or auditability of data within

Version control is a nightmare

Pieces of data and analysis need to be shared across multiple

reports for different audiences

Not everyone has access to same files

» High risk of errors

— Report data not integrated with source data

— Requires multiple manual updates of financial or operational data in

tables and narrative commentary

— Requires time-consuming checks to ensure data in up-to-date and to

ensure integrity of data throughout the report(s)

» And little security

Primary collaboration tool is unsecured email

No central, collaborative solution for preparing reports

No controls, audit trail or security over using MS Office & email

Confidential information can be easily leaked

© 2012 IBM Corporation
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From our work in the current year we established that 95% of the excel spreadsheets
examined had errors out of which 80% had significant monetary errors (i.e. spreadsheet
gives an incorrect resulf).

S : PwC, 2011)

Risk Elements Spreadsheets, a fact of

90 percent of all \

life in most enterprises’
Excel spreadsheets Error Financial loss financial business
with more than 150 Fraud Legal challenges processes, form the core
rows of Excel Overdependence Loss of stock value operations tool of many
formulae contain Incorrectinterpretation Loss of reputation organizations around
material errors; Lack of enterprise interoperability  Fines and penalties finance, treasury,
(Source: KPMG, 2008) Lack of accuracy Jobloss reconciliations, portfolio
Productivity and asset management,
Compliance

audit, and risk
management, to name a
few.

Source: Forrester Research, Inc.

Today, many enterprises struggle with slide version control as a signim
business issue — not just a productivity issue at the individual information
worker level. For example, business units often find it extremely difficult to
ensure that appropriate content, such as a correct financial statement or the
correct representation of a pharmaceutical product, is in the slide.

(Source: Forrester, 2008)

(Source: Forrester, 2007)

DE= == © 2012 IBM Corporation
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Report Consumers

il

-

Consolidations

ERP Excel

OLAP

[ K

Data Warehouse

Web

-

Approvers

4

A unified governance platform for automating

internal management reporting processes

v’ Integrate with any data source to ensure a single
source of the truth

v' Use web templates to automate data collection
from anywhere in the world

v’ Variables in text provide real time data updates
within reports

v' Enhance controls and security with audit trail
reporting and embedded approval checklists

v' Workflow and task management tools provide
greater visibility into every step of the process

v’ Create/update content once and automatically
update that content across multiple reports

v' Multi-author environment allows for
collaboration in creating content-rich reports

v’ User friendly and familiar interface of MS Office

v Business rules and embedded validation greatly
reduce risk of errors

v Generate reports in multiple formats including
PDF & Powerpoint, MS Word and more

© 2012 IBM Corporation
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Financial Statement Production: The Final Step in the
Last Mile of Finance

Johin E. Van Decher

o XBRL should be applied to the final financial statements, which are developed in the

loosely controlled process of preparing reports for the publisher, as there is still a
possibility for final adjustments.

e Tools that can help coordinate the financial statement, regulatory reporting and investor

report production activities in one central p can provide a co
environment for all contributing parties cn reduce process costs by up to 30%.

e Financial statement reporting solutions provide visibility and governance of XBRL and
statement production, reducing the need for management and supervisory hands-on
oversight.

e These solutions can help in aligning the organization around a single approach for
financial report generation.

Recommendations

e Publicly traded companies in the U.S. that have or will soon have XBRL disclosure
reqmrements should evaluate the financial statement reporting offerlngs as should any
close the control gap in financia

LIIIH

Taking back in-house the current XBRL outsourced approach will prove valuable to
many firms. This will also help organizations develop a strategy for future increased
disclosure requirements.

© 2012 IBM Corporation
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Performance Reporting and Scorecarding

Close, Analyze & Plan, Forecast,
Consolidate, " Optimiz nd Control
and Report S 7 o

. Zress fl?zleaszs + Board Books
nnual Kepo * Flash Reporting
* Prospectus Iy s
. . anagement Reportin
+ News Wire Releases Investor Internal - - -
Relations Reporting

State and local
* Proxy Statements

* Notes & Exhibits to * Reporting to Federal,
Statutory Filings

Legal Regulatory agencies
+ Statutory Reporting jerers
* SEC Filings (10K, 10Q, etc.)
* CSR Reports

Integrated Financial Governance Solution

3M Corporation

20
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Seventeen out of 27 EU
member states have
already decided to
adopt XBRL

iXBRL

UK 2011 mandated tax
filing for HMRC

(Vrame D

2008, the Financial Services
Agency (FSA) renovated its
electronic corporate
disclosure system (EDINET)
for XBRL and mandated its
use for financial reporting by
Y public companies

SEC XBRL
Mandated electronic
filing impacting all
publicly traded
companies

CSR Reporting
|1 At present, over 1,000
| companies are reporting
under the Global
Reporting Initiative (GRI)
Sustainability Reporting
Guidelines

All financial and regulatory markets require * Most markets accelerating towards electronic

S = financial disclosure documents filing of XBRL

© 2012 IBM Corporation
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* First to offer XBRL Tag Once capabilities
* First vendor to offer Integrated Taxonomy Editor

« Only major vendor with “0” EFM errors for first Level IV SEC XBRL
submission

* Regular briefings with SEC staff

« FASB licensed FSR to help manage the XBRL taxonomy project
 IBM is an active member within the XBRL community

Proven Solution — No surprises
» As listed on

100% filed with ZERO EFM Errors

as of Nov. 22, 2010

Level 1 Filings

Level IV Filings

Total

IBM Cognos FSR

145

62

207

© 2012 IBM Corporation
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External Financial Statement
Production
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Learn To

 Distinguish between the
closing, consolidating, and
financial reporting processes

« Use integration and
automation to ensure data
integrity and streamline CCR
activities

» Identify the right CCR solution
for your organization

[l
[
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Thank you
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