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“Those that successfully deploy a corporate
performance management system will outperform their

industry competitors”
- Gartner Inc. -

... How are you steering your business?
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Corporate Performance Management (CPM)
GARTNER'S VIEW

Gartner has coined the phrase "Corporate Performance
Management” (CPM) and defines it and its key implementation
drivers as follows:

Definition Implementation Drivers

"Corporate To increase the quality of the
Performance management reports.

Management (CPM) is To increase the speed, quality and

the combination of accuracy of decision making.
methodologies, : " .
metrics, processes and To increase the agility of the planning

systems used to process in more turbulent environments.

monitor and manage To create the necessary organizational

the business alignment for tight strategy execution.
performance of an

enterprise” To facilitate corporate transparency.
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CPM is Clearly a Challenge

mind:

Surveys have shown that CPM is a key challenge that is top of

Improving Performance
Management

Improving Governance,
Confrols, Risk
Management

Improving Planning /
Forecasting and Budgeting

Improving Competencies /
Skills

Improving Links with
Business
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Deloitte’s CPM Framework

We have broken down the key components required for an
effective CPM program into three broad areas:

Organization
Alignment and

Accountability Strategic
Planning

Business

Planni .
Aniag Planning,

Budgeting &
Forecasting

Shareholder
Value |
Analysis y Budgeting

Performance

Measurement Forecasting

Reporting &
Performance
Measurement N Operational)

Reporting

(Financial &
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Deloitte’s CPM Framework

We have broken down the key components required for an
effective CPM program into three broad areas:

Organization
Alignment and

Accountability Strategic
Planning

Business

Planni .
S Planning,

Budgeting &
Forecasting

\Yhareholder
Value

Analysis ._.:s*'f' Budgeting

Performance

Measurement Forecasting

Reporting &
P 9 Reporting
Performance e
(Financial &
Measurement N Operational)
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Planning,

Typical Issues Budgeting &
Forecasting

. Strategic Plan doesn’t provide enough direction in terms of
objectives and strategies.

. Investment decision-making is not linked to the strategy.

. Lack of prioritization of spending across business units.

. Don’t have a good balance between top-down financial modeling
and bottom-up budgeting.

. Budgeting and forecasting processes are too labour-intensive.
e Budget at too low level of detail
e Using spreadsheet as the budgeting tool
Budgeting and forecasting is a Finance exercise.
e Disconnect between business operating reality and the budget
e Financial accountability not pushed to operational management
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_ Planning,
Best Practices Budgeting &
Forecasting

1. Strategic Plan doesn’t provide enough direction in terms of
objectives and strategies.

Strategic Direction Strategies
Where do we need to be in the future? How are we going to get there?

o

5 o 0.
* Regional dominance? O“"“

» Geographic expansion? 5
* Product innovation? »  Translating
* Etc. Backward

Company X Today Company X Today

TIME ———> TIME ——>

Set a long-term vision and objectives and work backwards to
translate this into tangible strategies and initiatives.
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Best Practices

Planning,

Budgeting &
Forecasting

2. Investment decision-making is not linked to the strategy.

Rolling Investment
Decision-Making Process

Monitor Portfolio
Status and
Performance

Portfolig

Opportunities

Supporting Tools

\ Y_:v‘l

Investment 3
Decision-Making '
Committee

i
Standard Investment
Business Case Decision-Making
Template Framework

Put in place a rolling investment decision-making process,
supported by tools that ensure alignment with the strategy.
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_ Planning,
Best Practices Budgeting &

Forecasting

2. Investment decision-making is not linked to the strategy.
-CONTINUED-

Sample Investment Decision-Making Framework

Financial Im
Strategic Impact

Financial Im
Strategic Impact

INNOVATION

Sustain above

Longer-term

60% | Financial Impact
Strategic Impact

0% Financial Impact
Strategic Impact

Shorter-term

Categorizing investments helps the Executive to think about the
target mix for the portfolio of projects and recognizes the fact that
different criteria should apply to different types of investment.
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_ Planning,
Best Practices Budgeting &
Forecasting

3. Lack of prioritization of spending across business units.

Capital Budget

Reserve
Identified
Strategic
Legend Projects
“Base” OM&A envelope OM&A Budget
[l
allocated to B.U.s Reserve
o “Base” capital envelope Identified
allocated to B.U.s Strategic
Projects
. Corporate pool for
“Strategic” projects

AN | [T |0
H(H | & |
2l le|E
I [ B B B [
S|3|3]|3
O oo om m

Bus. Unit #1
Bus. Unit #2
Bus. Unit #3
Bus. Unit #4
Bus. Unit #5

—
+
c
)

%

-
m

Using a strategic reserve requires business units to compete for
project funding with other business units.
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Best Practices

Planning,

Budgeting &
Forecasting

4. Don't have a good balance between top-down financial modeling

and bottom-up budgeting.

Top-down
planning

Management
Reporting

Bottom-up
budgeting

CXOo
Senior Mgmt.
Analysts

Goal setting
What if?
Model building

Sales force
Management
Distributors
Marketing

Sales forecasts
Expense/HR plans
Demand plans
Market demand plans

Key requirements:
*Flexibility

*Rich calculation
functionality

*Dynamic data modeling

Key requirements:
*KPI reporting
*Variance reporting
*‘Web based

Key requirements:
*Scalability

*Ease of use
*Workflow

Use a driver-based financial model to set top-down targets and
engage the various parts of the business in a bottom-up planning
process. Use an iterative process to come to agreement.
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Planning,

Best Practices Budgeting &
Forecasting

5. Budgeting and forecasting processes are too labour-intensive.
e Budget at too low level of detail
e Using spreadsheet as the budgeting tool
Budgeting and forecasting is a Finance exercise.
e Disconnect between business operating reality and the budget
e Financial accountability not pushed to operational management

GOAL:100% VISIBILITY
AND PREDICTABILITY

\

Enterprise

Planning -

Application

INCREASED VISIBILITY
AND PREDICTABILITY

LOW VISIBILITY
AND PREDICTABILITY

Frequency of forecasts

| Users: 108

Level of collaboration Vv

Implementing best-in-class planning applications can enable
increased efficiency, frequency, collaboration, predictability, and
visibility.
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Deloitte’s CPM Framework

We have broken down the key components required for an
effective CPM program into three broad areas:

Organization
Alignment and

Accountability Strategic
Planning

Business

Planni .
S Planning,

Budgeting &
Forecasting

Shareholder
Value |
Analysis Budgeting

Performance

Measurement Forecasting

Reporting &
Performance
Measurement Operational)

Reporting

(Financial &

13 Corporate Performance Management - Linking Strategy to Execution ©2003 Deloitte & Touche LLP



Reporting and

Typical Issues Performance
Measurement

KPI’s are not linked to the strategy and value drivers of the
business.

Too much focus on “lagging indicators”, not enough focus on
“leading indicators”.

Too many measures!

KPI's are limited to a corporate scorecard. They are not deployed
enterprise-wide across and down through the organization.
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Reporting and

Typical Issues Performance
Measurement

1. KPI’'s are not linked to the strategy and value drivers of the

business.
Strategic Planning Performance Measurement
Framework Framework

Vision Financial Customer

Strategic Objectives
Process People
Strategies / Desired
Initiatives Outcomes

The strategic plan needs to be translated into a balanced set of
objectives to be measured. The main link to strategy will be to the
Strategic Objectives and Desired Outcomes.
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_ Reporting and
Typical Issues Performance
Measurement

1. KPI's are not linked to the strategy and value drivers of the
business. -CONTINUED-

Client Example: Linking Measures to Value Drivers for a Sales Function

C_UStomef Acquisition > Expansion > Retention >
Life Cycle

Revenue Number of ‘ Value of ‘ Share of ‘ Duration of

Drivers Customers Customer Customer Relationship

Sales Solution Billing &

Develo _ )
> Solu,tionfs >Close Sales lmplementatiory’ Collections

Operating

Processes Identlfy

Opportunities

Opportunities / Conversion : Order to Cash
Revenue & Sales Employee Rate Time to Close Cycle Time

Cost Drivers

Measuring the value drivers provides focus on, and accountability
for indicators that will impact shareholder value.
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_ Reporting and
Typical Issues Performance
Measurement

2. Too much focus on “lagging indicators”, not enough focus on

“leading indicators”.

Sample Measures

e Cash Position e Revenue Growth
Gross Margin e Market Share
Lagging
Indicators
e Receivables Turnover e Lead Sales Volume
e Inventory Turnover (Funnel)
Leading e Customer Acquisition e Customer Retention
Indicators Cost e Revenue per Customer
e Customer Service Cost e # New Customers
e Canceled Orders

Productivity Growth

A balance of leading and lagging indicators is important to provide
an in-depth understanding of corporate performance.
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_ Reporting and
Typical Issues Performance
Measurement

3. Too many measures!

Performance Measure (PM) Filter

N
Is the PM measurable?

Does the PM support a Strategic Objective or
Desired Outcome of one of our strategies?
N Does the PM measure a value driver of our N
business?
) N
Can the PM be influenced by management?

Do we already have other PM’s to monitor

the same thing?
Will holding people accountable for this PM
drive the right behaviour?

)
&
5
7]
0
)
>3
)
3]
c
5
£
i
)
G
=
)
Q.

Eliminate the Potential

Everyone has their own ideas about what to measure. To ensure
focus, you need to filter your measures — measure what matters.
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_ Reporting and
Typical Issues Performance
Measurement

4. KPI’'s are limited to a corporate scorecard. They are not deployed
enterprise-wide across and down through the organization.

Enterprise Portal

Without deploying an
enterprise-wide
performance
measurement

application, the cost , _
Enterprise Reporting &
of manually e — Business Intelligence
collecting data and ST r—
preparing reports o = [ |
limits the use and
acceptance of
performance
measurement.

iR rEEENS L APFE OTHILE ATE

19 Corporate Performance Management - Linking Strategy to Execution ©2003 Deloitte & Touche LLP



Deloitte’s CPM Framework

We have broken down the key components required for an
effective CPM program into three broad areas:

Organization
Alignment and

Accountability ) Strategic
j Planning

Business

Planni .
S Planning,

Budgeting &
Forecasting

Shareholder
Value |
Analysis Budgeting

Performance

Measurement Forecasting

Reporting &
Performance
Measurement N Operational)

Reporting

(Financial &
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Organization

Typical Issues and Potential Solutions Alignment and
Accountability

Individuals don’t set personal objectives aligned to strategic
objectives.

Individual performance assessment is not based on performance
against KPI targets nor the achievement of personal objectives.

Individual performance assessment has little or no impact on
compensation and/or career progression.

Variable pay structure encourages behaviour that is inconsistent
with the corporate strategy.
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CPM Transformation Requires a Holistic Approach

CPM Transformation Approach

Capability
Diagnostic

Phase
.

Step 1

Diagnose &
Evaluate

/)]
a
w»
wid
0

Vision &
Design

Step 2 Step 3

Redesign Transform

Process

Implementation

Step 5
Measure
and
Improve

Technology

Information

People

iImensions

Organization

D

Performance

Measurement
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CPM Requires a Partnership Between the
CEO/COO/CFO and the CIO

e Typically, the push for CPM comes
from the CEO, COO, or CFO.

e However, to be implemented
successfully, technology is key.

e As a result, a close partnership
between the CEO / COO / CFO and
the CIO is critical.

e Having said that, one of the goals of the CIO should be to implement
CPM solutions that, once implemented, truly enable and empower the
end users.
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Deloitte and Cognos

The Cognos CPM suite enables many of these processes.

COGNOS

ENTERPRISE BUSINESS
INTELLIGENCE
QUERY

REPORTING
ANALYSIS
DASHBOARDING

EVENT MANAGEMENT

/' Monitor
 Individual
Results 4

Analysis

Performance
Measurement

ENTERPRISE
SCORECARDING

METRICS
MANAGEMENT
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Reward
Results

Shareholder

Value

Reporting
(Financial &
Operational)

Strategic
Planning

Business
Planning

Budgeting

Forecasting

'Ea'e Va =
CAAE D

ENTERPRISE PLANNING

MODELING & TARGET SETTING

PLANNING

BUDGETING/FORECASTING

CONSOLIDATION

FINANCIAL REPORTING
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Grant Abrams

CFO Services

(613) 751-5424
gabrams@deloitte.ca

Deloitte, Canada’s leading professional services firm, provides audit, tax, financial advisory services
and consulting through more than 6,600 people in more than 46 offices. Deloitte operates in
Québec as Samson Bélair/Deloitte & Touche s.e.n.c.r.l. The firm is dedicated to helping its clients
and its people excel. Deloitte is the only professional services firm to be named to the Globe and
Mail’s Report on Business magazine annual ranking of Canada’s top employers for two consecutive
years: 35 Best Companies to Work for in Canada in 2001 and 50 Best Companies to Work for in
Canada in 2002. “Deloitte” refers to Deloitte & Touche LLP and affiliated entities. Deloitte is the
Canadian member firm of Deloitte Touche Tohmatsu. Deloitte Touche Tohmatsu is a Swiss Verein
(association), and, as such, neither Deloitte Touche Tohmatsu nor any of its member firms has any
liability for each other’s acts or omissions. Each of the member firms is a separate and
independent legal entity operating under the name "Deloitte”, “Deloitte & Touche”, “Deloitte
Touche Tohmatsu” or other related names. The services described herein are provided by the
Canadian member firm and not by the Deloitte Touche Tohmatsu Verein.

Deloitte

Member of
Deloitte Touche Tohmatsu



