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ENTERPRISE PERFORMANCE MANAGEMENT -
OVERVIEW

Enterprise Performance Management (EPM) is a strategy and key capabilities required to make
Setting

decisions and take actions to drive shareholder value.
‘ CarT E }

An effective EPM capability enables to focus and align the organization to the key drivers of its
strategy, to plan and forecast based on these drivers, to measure results, and course correctly
accordingly.
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COURSE TARGETS ANDSTRUCTURE

The aim of this course, which includes a Business Challenge, is to bring students
closer to the real working life within the Planning and Control departments.
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PLANNING, BUDGETING AND FORECASTING -
SAMPLE PROCESS TIMING

Leading organizations complete Target Setting and Budgeting in 3 months, spending most of the

time on analysis (not production) %
[EESI ORI N T TR N

Strategic
Planning (LRP)

« Understand

Target Setting and Budgeting Process

internal and Budget ithi ustrial
external Target Setting Fingal w'g',’::.:: this
environment rocess involves
. i + Set KPIs and P
Identify 3 years poth Local and
. Determine Budget Development and Approval Central Levels

KPls and targets

+ Set /revise 3 year (Holding)

service level
agreements for » Develop “model” budgets

Strategic Plan

; BUs « Perform “bottom-up” budgeting based on
« Identify key , . ) )
: » Develop action established strategic plan and targets (incl.
projects / ) :
itiati plans with clear budget deep-dives for selected BUs)
Initiatives timelines for « Approve budgets at Central and BU levels
BUs

I
I
I
I
I
I
I
I
enterprise-wide I targets for BUs
I
I
I
I
I
I
I
I
I

Forecasting FY17 Forecasting FY19 (ongoing)

« Forecast revenue / cost drivers on a monthly basis for the remaining financial year at Central and BU level
« Compare budgeted and forecasted figures at Central and BU level

Monitoring/Performance Management (ongoing)

« Utilize the anticipated enterprise management accounting and performance reporting capabilities
+ Track, analyze and report actual performance against budget and forecast at Central and BU levels
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PLANNING, BUDGETING AND FORECASTING -
TYPICAL RESPONSIBILITIES
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PLANNING, BUDGETING AND FORECASTING -
THE “V-MODEL"

Leading companies employ a top-down and bottom-up approach to identify and close
gaps between budget and targets m
N %

Approve & finalize Management
Reviews and
Approves Plan

Prepare
Targets

Obtain Refine plans
Agreement to close gaps
on Targets

Finalize
Corporate / e
Europe
Consolidated Plan

Typically large Establish Corporate / ’ Rewtea\;vgae?smst Challenge 1
Industrial Groups adopt Europe Business Unit -3 i
a V-Model for PBf;F. targets and Slans !
ithin the sma cascadetoBU'’s I
En‘l':prises or single Corporate/Central !

i I

Legal Entity the Business Unit I
difference between I
Corporate end BU does Develop BU Determine Work Create BU planning i

not exist strategy and Activities and and budget I
translate into Projects Required to (Expenses, Sales,
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PLANNING, BUDGETING AND FORECASTING -
KEY ROLES

The Accountability Structure outlines the main responsibilities for in-life management of resources.

1. Provide strategic/long term guidance
This structure is ' 2. Define long range plan (LRP)
typical of
industrial Groups 3. Set central and local targets
4,

and MNEs both at

Country Level and
at Central Level !

Approve plans and budgets

Prepare plans and budget
Review and approve forecasts and monitoring

5
6
7. Create annual budget and quarterly forecast
8. Perform variance analysis

9

Approve action plan

10. Support preparation of plans and budget
1. Prepare forecast and monitoring
Business Unit 12. Perform variance analysis (local level)

13. Prepare and agree action plans
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THEPLANNING & CONTROLDEPARTMENTROLEIN
THEORGANIZATIONS

- Support the Company Managementin setting objectives (economic and financial) and short- and
medium-term policies

* Drive and Manage the multi-year planning process, budgeting, reporting and forecasting

« Ensure the process of controlling of all the Organizational Structures, by linking together the strategic
and operational levels

- Report significant deviations/delta and suggest possible corrective actions to reach the defined

targets
Working Mode N ool
« Accurate and transparent information *Delta Analysis
*Independent evaluations «Simulations and evaluations
«Open comparison *Reports
«Control on time and work quality - Presentations

| 4
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PLANNING, BUDGETING AND FORECASTING -
“RACI" MATRIXEXAMPLE

Tor Vergatal

THE “RACI” MATRIX

C-Level/ Business —
Process . Central P&C Local P&C . Operating
Executives Unit g
Unit
1. Long Range Planning A R/C C |
2. Target Setting A R C
3. Planning & Budgeting A/C C/R R C C
4 4. Forecasting A/R C R C
5. Monitoring A/R C R C
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PLANNING, BUDGETING AND FORECASTING -
“RACI" MATRIXEXAMPLE

WHAT “RACI” STANDS FOR?

R: Responsible - “Does the work”
A: Accountable - “Approves”
C: Consulted - “Provides inputs”

I: Informed - “Receives communication”




PLANNING, BUDGETING AND FORECASTING -
“RACI" MATRIXEXAMPLE

R: Responsible - “Does the work”

S S A: Accountable - “Approves”

Vacusm & Dusting : C: Consulted - “Provides inputs”
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PLANNING, BUDGETING AND FORECASTING - '
“RACI" MATRIXEXAMPLE

RACI EXAMPLE for In-Life Management

Process " Lev.el / Central P&C Local P&C Busm.ess Operating
Executives Unit .
Unit
1. Long Range Planning A R/ C C | |
2. Target Setting A R C | |

3. Planning & Budgeting A/C C/R R

C
4. Forecasting | A/ R C R C
R

5. Monitoring | A/ R C C

R: Responsible - “Does the work” Has direct responsibility for the process and leads or does the work to shape that result

A: Accountable - “Approves” Has final responsibility for the process result and has the authority to decide on courses of action
C: Consulted - “Provides inputs” Consults and helps shape the outcome of the process

I: Informed - “Receives communication” Is informed about the process and outcomes
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PLANNING & CONTROL TYPICAL REAL-LIFE
QUOTES
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KEY INITIATIVESTO IMPROVE PB&F

Change Mindsets
Build Competencies

People

Clarify Roles & Responsibilities
Foster Commitment
Deploy Scenario Planning Capability

Implement Target Setting Process

Improve Budget Process Efficiency

!-Iow to
PB&F?

Revise Forecasting Process

Improve Monitoring and Follow up

Replace Applications

Improve Data Integrity

Technologies
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Establish Infrastructure
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WHATISACONTROL MODEL?

. is a multidimensional “detection system” of Corporate
phenomena based on industrial accounting

...translates organizational responsibilities into economic
responsibilities

...ensures the correct attribution of costs and revenues,
assets and liabilities to the various dimensions of control
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KEY GUIDING PRINCIPLES FORA GOOD CONTROL
MODEL

(1 Completeness
Include into the Model all relevant dimensions to control
business and operational performance

2, Comparability
Enable performance comparison across and within the
different Businesses of the Company

O Accountability
Define indicators and related control dimensions, consistent
with organizational accountabilities

O Actionability
Build a set of economic and operational KPlIs linked to
actionable levers
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KEY QUESTIONS ADDRESSEDBY THE CONTROL
MODEL

Where?
(Location)

Where?
WERGH
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KEY QUESTIONS ADDRESSED BY THECONTROL
MODEL:REALLIFEEXAMPLE

Legal Entity
Responsibility 4 *Company 1 Activity (value chain)
*Division 1 *Company 2
« Division 2 s etc. . UpStream
* Services * Generation
- Corporate * Retail
. etc.
Geography Counterparty
Where?
Soseten *ltaly < , “GroupLE1
) 'be”"’? *Group LE 2
*Russia * Third Parts
. etc. cetc.
Technology Market (or Channel)
«Solar Plants Product * Regulated Market
*Wind Plants * Free Market
. etc. *Gas *Web

* Electricity * Stores .
. - etc.

<



KEY QUESTIONS ADDRESSED BY THE CONTROL
MODEL:REALLIFEEXAMPLE

Responsibility

4 \ 1
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* Sernv
* Corporate

Geography

Where? Y

(Location) . .
Technology Market (or Channel)
- o S Product e Ranulated Market
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Legal Entity

Activity (value chain)

Where?
(Location)




THETOOLTO “READ “ THECONTROL MODEL ISTHE
COMPANY REPORTING

EET: [ Fofislos

Report Filters

Web Stores Call Center

Division1 Division2 Division N1 ,l i,

- N
z i
Revenues @

Geography Product Cost of goods and services sold \
Al Al

Trade Fees and Commissions

taly S _ - - - - - e
@ Drill Down

benchmarking by

Channel (or Market)
J y MARGIN FROM SALES

Legal Entity

N -' OPERATION MARGIN

General and Administrative

Other Indirect OPEX

Other Depreciations and Amortizations

EBIT
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THETOOLTO “READ “THECONTROL MODEL ISTHE
COMPANY REPORTING

Tor Vergatal

Market (or Channel)

* Banulated Market

|; . N i j
EEr: D Fonelos _

—
S e D|V|S|on§|,§\

Report Filters

Revenues

Cost of goods and services sold

Trade Fees and Commissions

GROSS MARGIN Drill Down

benchmarking by
Channel (or Market)

MARGIN FROM SALES

OPERATION MARGIN
General and Administrative
Other Indirect OPEX

EBITDA

Other Depreciations and Amortizations

EBIT
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THETOOLTO “READ “ THECONTROL MODEL ISTHE

COMPANY REPORTING o o O

)
1, 1,
Year: 2018 -g\ Month: Jul -@

Report Filters

Geography Product

-- N
Mr.

Universita di Roma

Miss
Fulano Sultano Mengano

Mrs.
Profit & Loss Doe ROSSI Smith
Division1 Division2 Division L{t,l
Revenues

Cost of goods and services sold

Trade Fees and Commissions

Legal Entity

v

MARGIN FROM SALES

OPERATION MARGIN
General and Administrative

Other Indirect OPEX

Other Depreciations and Amortizations

EBIT

Web , Stores Call Center
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THE TOOL TO “READ “ THE CONTROL MODEL IS
COMPANY REPORTING e o o

N
1, i,
Year: 2018 -y\ Month: Jul -@

Report Filters

N
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Tor Vergatal

Mr. Mr. Mrs. Miss Mr. Mrs.
Profit & Loss Doe Rossi Smith Fulano Sultano Mengano
Division gl,l

7

Revenues

Cost of goods and services sold
Trade Fees and Commissiong

GROSS MARGIN
Division
Directors/

OPERATION MARC C E O S
General and Administrd C h a n n e |

Other Indirect OPEX D i reCtO IS

MARGIN FROM SA

EBITDA

Other Depreciations and Amortizations

EBIT
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WRAP-UP

« Key target of the Planning & Control department is to support the
Company Management in setting objectives, to drive the
Planning, Budgeting and Forecasting processes and to Report
significant deviations/delta, suggesting possible corrective
actions to reach the defined targets

« The Company Control Model is a multidimensional “detection
system” of Corporate phenomena based on industrial
accounting, translating organizational responsibilities into
economic responsibilities. It ensures the correct attribution of
costs and revenues, assets and liabilities to the various dimensions
of control



