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Finance Function Effectiveness

Capitalizing on budgeting, new processes and
technologlies
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eRecent survey key themes

eResearch results

e KPMG — sharing our perspective
® [he need to change process

e [ he role of technology
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About the research
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e KPMG International commissioned the Economist Intelligence Unit
® Global survey of 286 senior finance executives, including 123 CFOs

e Over half from companies with over $1bn annual sales revenues

e Survey supplemented by a program of in-depth interviews with CFO from
leading organizations

® Cross-section of industries & locations

Middle East &
Africa Asia-Pacific

Western Europe Latin America

North America

Eastern Europe
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“Top performing businesses have top
performing Finance functions, but few
Finance Functions are top performing.”

Scott Parker

Head of Financial Management
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Selected survey key themes

e - ol S - . o
= I-.',.‘- i o - = w
e gt

eforecasting and management information are key priorities

eShared service centres continue to pave the way to new
efficiencies

eCompliance is a long-term challenge
e cading CFO are spending more time on investor relations

eFinance faces a skills crunch
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Key Themes: Top performing Finance functions
spend more time on value-add activities
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Areas where Finance functions play a leading role...
]

Collecting/analysing financial information 90%
84%

Controlling costs 69%
59%
ina i 50%
Managing risk
Jing # 56%
Guiding investors on business performance 45%
53%
Developing long-term business strategy 30%

37%
Advising business units/functions on operating decisions 270’;‘:201/

(v}

Collecting/analysing non-financial information 13%
22%

B Average performing companies

- Top performing companies
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Key Themes: Finance must deliver high quall
forward-looking information
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Top 5 priorities for improving in Finance Functions' capabilities...

Planning, budgeting,

o
and forecasting 62%
Management o
reporting 59%

troceecng T -
processing 43%
Tramasemert NN -
management 31%
omionc T
compliance 28%
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Survey conclusion: A key lessons from CFO at
top performmg compames
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eSpend more time on value-adding activities such as decision
support

eHave the tools, performance metrics and skills to provide
forward-looking insights to the business and investors

e|nvest heavily in attracting and developing the talent required to
succeed
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Meeting the challenge: What needs to be in
place to meet the orgamzatlons needs7
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efinance needs to take a lead In a coordinated approach to cost
optimization which is not the same as cost control.

® [ he organization’'s perspective relating to predictive reporting
needs to reflect more dynamic thinking often reflected in
understanding that cost optimization is not the same as the
traditional view of cost control.

® [ he organization needs to adopt more responsive budgeting,
forecasting and reporting processes

® [ he organization needs to use the right tools that provide true
insights into operational performance

® [ he people involved in the predictive and performance analysis
and reporting processes need to have the right skills.

©2009KP|\/IGLLP C adian Limited Lia bItyPt rship and a member firm of the KPMG netwo kf ndependent member firms affili tthhKPl\/IG
Inter nal, a Swiss cooperative. All rights reserved. Printed in Canada. KPMG and the KPMG logo are registered trademarks of KPMG International, a Swis 8

cooperative.



Meeting the challenge: Taking the lead but
-not the Ioad
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eFinance is well placed to take the lead in coordinating the
allocation of resources.

eFinance needs to engage fully with the organization in looking at
ways to predict appropriate costs that will support the
achievement of the organization’s strategic, medium and short
term objectives.

eFinance needs to reduce the relevance of its traditional
reputation In respect to cost control.
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Meeting the challenge: Understand that
| budgets ma y not dellver cost optlmlzatlon
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eFinance may need to rethink the relative value (and cost) of their
current budgeting and forecasting approach.

® [here needs to be a recognition and clear communication of the
difference between cost control and cost optimization.

e\\Vhen assessing cost optimization the organization needs to
dynamically reflect the impact of changes in the environment in
which It operates.
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Meeting the challenge: The cost assessment
process has to be fast
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e|f the organization is going to use its knowledge of the world in
which it operates then the ability to reflect changes to the world
In the assessment of costs must be as quick as the changes
that impact It.

® [here must be a clear understanding of the interdependencies
between different parts of the business.

® [here has to be an ability to respond to changes or If not
recognition of the impact of response delay.
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T
Meeting the challenge: The people and the
processes must deploy the right tools
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Systems used to support key Finance processes...

90%
80%
70% —
60%
50%
40% A
30% A
20%
0% - | —1

Transaction Financial Planning, Ad hoc decision
processing reporting budgeting and support
forecasting

B Standardised ERP @ Mixed systems [ Spreadsheets/manual
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Meeting the challenge: Information has to be
presented in a conclse and ms:ghtful way
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e|nformation delivery has moved on from rows and columns with
a little bit of text.

eCommentary needs to be more than stating the obvious.

eRelevant external factors need to be embedded of standard
reports delivery.

The culmination of all this might look like...
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Balance Scorecard Example
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Performance Overview

Actual Target i Status Comments
trend

* GS are my shared service supplier of choice 75% . ::;;:glzam is not currently
Improve Customer Services % 100% e

A consistent measurement

o N system is yet to be agreed with

+ How well are we minimising disruption to customers? 100% o all customers

Survey questionnaire yet to be
« Are we easy to work with and responsive to our customer, rolled out
needs?

New baseline request to be
Overall RAG status of projects which support Improve taken to steering group for PTP
Customer Service
Reduce Costs and Demonstrate Value 99% 100% e
How well are we
- On track to deliver our cost reduction targets? 100% 100% e ﬁ::ﬁ:::;s;i::g::my "
- Effectively managing our cost drivers? 99% 100% e Broadly in line with plan
- Demonstrating value? .
Overall RAG status of projects which support Reduce e
Costs and Demonstrate Value
Mitigate Risk Exposure 40% 100% e
How well are we
- Mitigating key risks? 60% 100% A o No Cat 1 risks this month.
- Complying with policy? 20% 100% g e 16 overdue actions
QOverall RAG status of projects which support Mitigate Risk o No projects with status red this
Exposure month
Build Leadership and Performance Capability 53% 100% o

In 5 out of 8 questions, GS
* How are GS colleagues feeling? T6% 100% e results outperform the

BANKGRP average

There is no consistent
« Group Services People and Initiatives 30% 100% e approach to capturing this

information within GS
Improving Business Performance % 100% .
+ To be populated .

All projects have a green
Overall RAG status of projects which support Improve e s:u::sj g
Business Performance
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Balance Scorecard Example
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Home Report Library My Links Analysis
Commercial Scorecards
KPI's COMMERCIAL METRICS
Corporate Market Share Corporate Share
Value Status ;’g
N —— Labatt
Volume 377 © e |
o RS avi <7
Revenue 2131 o I
COGS 85.0 = aRE
Margin 1281 © 6 o S o o
Spend 69.9 8
CommO/MH 104 - . . I
Contribution  60.2 o Brand Contribution Business Unit Contribution
Market Share 60 O 100 (&
Fixed Cost 103 80 =
EBITDA 1236 © w0 a0 @ &vis
0 oYA o U:;“
mPlan A
Customer Scorecard 20 20
Brand Scorecard 0 0
Sales Execution Scorecard BRueiSE B waEioSteln i Kellvs. Bl Ok Alfa o 1BE
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Balance Scorecard Example
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Financial Scorecard KPI

Operations Act. Var. Value Gross Margin Per Lot

Canada ($000)

Revenue ($000) 69.0 -7.2% -5.0 )
Direct Costs ($000) 495 76% 3.8 O New Store Analysis
G&A (3000) 5.0 -24.0% -1.2 O

G& A Per Lot

Lease Profitability

EBITDA ($000) 14 171% 24 )

Lot Retention

Operations Act. Var. Value
u.s ($000)

Revenue ($000) 48.0 0% -0.1
Direct Costs ($000) 405 0% 0.1
G&A ($000) 3, 0.1

Sales Pipeline - Top 5

Amount | Probability

EBITDA (5000) 36 27% 0.10)
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Balance Scorecard Example
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g i Group Summary - Dashboard
USD/CAD  Average Gold Average Share
Average Price/ounce Price BAR/CAD CHP/ICAD RUP/CAD
Current Month 121 661 15.25 2.18 525.00 27.00
Prior Year 116 545 11.25 2.1 515.00 28.00
Year to Date 1.20 615 14.85 247 520.00 26.00
Trend
KGC Forecast Rate 123 525.00 2.16 523.00 25.00
Group Summary
Year to Date ($m)
Actual Budget Key
Lost-Time Injury Frequency 1.8 31 Actul against Budgst is favoursble (grssn) fon targst
Number of Fatalities 0 0 (yallow)' unfavoursble (red) by 5% or mora
Number of Employees 7.500 7,600)
Revenue $21,998 $21,999 |§|
Operating Profit $21,998 $21,999
Net Income $21,998 sooo0 @)
Operating Cash Flow $11,998 seo0 D)
Cash and Cash Equivalents $6,999 $2,999 2
Net Debt $2,908 gao00 |0
Net Income per Share $1.20 §1.18 Q
Ore Mined (Tonnes) 72,000 72000 [O]
Average Realized Gold Price per Ounce $a42.50 $395.42 O
Total Cash Cost per Ounce $442.50 $395.42 @
Total Production Costs per Ounce $442.50 $395.42 @
Total Proven and Probable Gold Reserves 72,000 72000 [0
Total Proven and Probable Silver Reserves 24,000 24000 O
Total Proven and Probable Copper Reserves 10,000 w000 [
Market and Competitor Review
Market Review Key Developments
Gold No new developments
Silver No new developments
Avg. Share
Competitor Review Key Developments Price
Anglo America No new developments $47.50
No new developments $2.65
No new developments $39.00
Barrick No new developments $35.60
Eldorado Gold No new developments $6.50
60.00 L . L L . . L . . . 800.00
50.00 ’,__,_,_,__4-’—’__'——*‘\}’"":;_{/’ 700.00
- 1 = e 4 600.00
o 40.00 3—* Lsoo00 g
£ 30.00 40000 &
@
2 20.00 f300.00 =
Z — — —l -——
Z - . L .= * 200,00
10.00 4 ————— e+ 100.00
0.00 + L0.00
Jan Feb Mar  Apr May Jun Jul Aug Sep Oct Nowv Dec
—— Anglo American Glamis lam Gold Comp Barrick —— Eldorado Gold —=— Kinross —+— Gold
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In summary
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eFinance needs to take a lead demonstrating the difference
between cost reduction and cost optimization and changing the
thinking of the organization.

® [ he organization needs to make sure that the right people are
empowered to and are executing the right roles.

eFinance needs to make sure that the predictive reporting and
performance analysis processes are effective and efficient and
RELEVANT.

efinance needs to optimize I1ts own costs — which may mean
some Investment in the right people, processes and tools!
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The primary goal for Finance is

clear...
“They want finance to use its knowledge and

understanding of the numbers to provide the
tools, the metrics, and the analytical insight
needed to evaluate potential growth

”

. 40 Ll(Jortunities and to make decisions about
Mul’ﬁ ! .
esource allocation:~ — ——

- Janice Fukakusa, CFO of Royal Bank of Canada.
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We lool to speaking with you about cost optimization

-~

.
Paul Curitz 5 i

Associate Partner

KPMG LLP

Telephone +1 (416) 777 3397
Email: pcuritz@kpmg.ca
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