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Closing the books is complex by nature.

Various dependent activities are
performed manually from different parties
within the organization, using different
systems and following different processes.

How do you stay on top of your
financial close?

Intransparent

Not orchestrated

Slow
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Taking a closer look to the main areas of the closing process, they are often manual,
dependent on each other, intransparent, time consuming and error prone:

Transaction Closing Consolidation Reporting Controlling
Processing (Entity)
What happens here?

J Intercompany Reconciliation Reconcile intercompany transactions & balances across
different Entities/ERPs

Record business transactions in various accounting systems

(automated+manual) Journal Entries

Account Reconciliations/Justification Reconcile transactions & balances to avoid e.g. overdrafts,
catch fraudulent transactions or incorrectly recorded income
or expenses

Closing Orchestration Visualize & manage processes and provide insight to all
participants to increase quality of the close

Open Item Clearing Review transactions within accounts and clear matching
transactions

Benefit area Benefit ranges

Reduced Manual Effort

Auto Certification of accounts

ROl and Payback Period

Close Time Improvement

Journal Automation

Reduction in Manual Certification
On-time Completion on Assignments

Reduction in Manual Checklists
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Typical Challenges and your possible Benefits

Challenges Issues Benefit after the Project

Exchange and Requests No transparency of the progress
via Email

IC Differences on Group Level Significant time invest to resolve IC differences
(Consolidation)

Processes

el ie gm T U =Nelelnlel[Ela[«=M High costs and time & incomplete audit trails
and ensure Audit trails
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- Unclear Ownership Iterative follow-up on differences & late identification
= of errors
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5 Completeness of Control environment manual, prone to errors & non-compliant
§ Documentation and Review
<
% Update & Assessment of Rare update of assumptions - risk of P&L impact
o Business Transaction
g Limited Visibility Late identification of critical areas within finance
e
c x
o =
oo Data Consistency Significant data cleansing required before SAP implementation
a2
o <
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g g Less time for quality analysis Manual tasks prevent the finance function to assess and provide
£ meaningful business insides

Lack of Standardization Inconsistent, ineffective reconciliation and matching process

Know-how loss due to Significant time invest for new employee to understand
fluctuation the current processes and figures

Inefficient and error-prone Centralization of functions fail due to disparate processes &
central function lack of transnational monitoring

Lack of Standardization,
Accounting Processes
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Industry Examples with Significant Process Improvements

Industry

Food & Beverage

Energy & Utilities

Computer Software & Services

Their Challenges

» Lack of timely completions

» Inadequate explanations and follow up on aged
items

» Lack of overall visibility

» Regional approach to financial close led to lack of
standardization and zero access to ‘big picture’
analytics

> 3rd party outsourcer reconciled nearly
1,000 accounts each month

» Reconciliations and reporting were performed
manually, providing no visibility into finances

> Only way to summarize items under investigation or
track failures was to open recs individually and then
re-key the data into another spreadsheet

» Inefficient, manual, and paper-based account
reconciliations system

» Lack of transparency across the close process

» No central view of information

Their Achievements

» 55% reduction in accounting FTEs

» 40% of reconciliations moved to shared services

» Saved $600K per year through increased
productivity

» Consistent methodology for preparing and
documenting reconciliations

» Transparency at a global level, in real time

» Calculated an initial return on investment at more
than 3 Y2 FTEs

» Staff are now able to focus on more strategic tasks,
such as evaluating how well processes comply with
company policy

» Tightened controls and put a greater emphasis on
data quality

» 60+% automation of Account Reconciliations

» Remove 7 days from the financial close process
(from 10 days to 3 days)

» Achieve greater visibility into close processes
and reconciliations

» Improve auditing controls

Transportation

Insurance

> Insufficient insights into close process

» Manual, labor-intensive approval process
» Lacked transparent reporting capabilities increased
risk

» Inefficient variance analysis process
» Lack of internal controls needed for insight into
financial risk assessments
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» Increased visibility into each stage of the close
process

» Improved ability to benchmark performance and
optimize processes

» Accelerated time to close

» Increased visibility and improved monitoring
and reporting

> Eliminated time-consuming, manual process of
pulling and analyzing discrepancies

» Saved time across many of the account
reconciliations that were being performed manually




Use Case: Account Reconciliation Module Standardization
(A Global Insurance Company)

Project background Facts

100+ Legal Entities with records for thousands of GL Accounts with many » Reduced time for all zero-balance
different SAP systems and versions account from 15 minutes each
Manual, labor-intensive approval process to zero.

Thousands of monthly account reconciliations plus day-end, month-end and
year-end uncoordinated processes

Lacked transparent reporting capabilities increased risk

Excel being used in many non-standardized ways for data import and export,
closing check lists etc which is not fulfilling compliance requirements
Inefficient variance analysis process

Lack of internal controls needed for insight into financial risk assessments

After just 3 months Account Reconciliations and Task Management were
rolled out in a pilot and benefits were realized immediately

Standardized way of organizing and real-time tracking of closing process
Increased visibility and improved monitoring and reporting

Eliminated time-consuming, manual process of pulling and analyzing
discrepancies

Saved time across many of the account reconciliations that were being
performed manually

Much easier for Auditors to do reconciliation spot-checks as everything is on
one platform including documentation

» 50% of all accounts are now
auto-certified.

» Complete electronic and
paperless process for
reconciliations.
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What could be a first step for you to Improve Your Close?

Identify || Diagnose || Design | Deliver || Sustain >

Discovery Session

Smart Closing High level assessment of current status and

and Reporting identification of poteptlal q.umk wins and next steps,
based on structured interviews.

CFOspace

The CFOspace is the place where we, together
with your leadership, ask the better questions and
address in an interactive workshop environment
your digital challenges of tomorrow.

Smart Closing & Reporting How to stay on top of your financial close process | 9



Contacts
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Typical challenges solved during our Smart Closing & Reporting projects
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EY | Assurance | Tax | Transactions | Advisory

About the global EY organization

The global EY organization is a leader in assurance, tax, transaction and
advisory services. We leverage our experience, knowledge and services
to help build trust and confidence in the capital markets and in economies
the world over. We are ideally equipped for this task — with well trained
employees, strong teams, excellent services and outstanding client
relations. Our global purpose is to drive progress and make a difference
by building a better working world — for our people, for our clients and
for our communities.

The global EY organization refers to all member firms of Ernst & Young
Global Limited (EYG). Each EYG member firm is a separate legal
entity and has no liability for another such entity's acts or omissions.
Ernst& Young Global Limited, a UK company limited by guarantee,
does not provide services to clients. Information about how EY collects
and uses personal data and a description of the rights individuals have
under data protection legislation are available via ey.com/privacy. For
more information about our organization, please visit ey.com.

In Germany, EY has 20 locations. In this publication, “EY" and “we"
refer to all German member firms of Ernst & Young Global Limited.

© 2020 Ernst & Young GmbH
Wirtschaftspriifungsgesellschaft
All Rights Reserved.
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In line with EY's commitment to minimize its environmental impact this document has been printed
CO2zneutral and on FSC®-certified paper that consists of 60% recycled fibers.

This publication contains information in summary form and is therefore intended for general guidance
only. Although prepared with utmost care this publication is not intended to be a substitute for
detailed research or the exercise of professional judgment. Therefore no liability for correctness,
completeness and/or currentness will be assumed. It is solely the responsibility of the readers

to decide whether and in what form the information made available is relevant for their purposes.
Neither Ernst & Young GmbH Wirtschaftspriifungsgesellschaft nor any other member of the global
EY organization can accept any responsibility. On any specific matter, reference should be made

to the appropriate advisor.

ey.com/de

About SAP

© 2020 SAP SE or an SAP affiliate company. All rights reserved. No
part of this publication may be reproduced or transmitted in any form
or for any purpose without the express permission of SAP SE or an SAP
affiliate company.

The information contained herein may be changed without prior notice.
Some software products marketed by SAP SE and its distributors
contain proprietary software components of other software vendors.
National product specifications may vary. These materials are provided
by SAP SE or an SAP affiliate company for informational purposes
only, without representation or warranty of any kind, and SAP or

its affiliated companies shall not be liable for errors or omissions

with respect to the materials. The only warranties for SAP or SAP
affiliate company products and services are those that are set forth

in the express warranty statements accompanying such products and
services, if any. Nothing herein should be construed as constituting

an additional warranty.

In particular, SAP SE or its affiliated companies have no obligation

to pursue any course of business outlined in this document or any
related presentation, or to develop or release any functionality
mentioned therein. This document, or any related presentation,

and SAP SE's or its affiliated companies’ strategy and possible future
developments, products, and/or platforms, directions, and functionality
are all subject to change and may be changed by SAP SE or its
affiliated companies at any time for any reason without notice. The
information in this document is not a commitment, promise, or legal
obligation to deliver any material, code, or functionality. All forward-
looking statements are subject to various risks and uncertainties
that could cause actual results to differ materially from expectations.
Readers are cautioned not to place undue reliance on these forward-
looking statements, and they should not be relied upon in making
purchasing decisions.

SAP and other SAP products and services mentioned herein as well as
their respective logos are trademarks or registered trademarks of SAP
SE (or an SAP affiliate company) in Germany and other countries. All
other product and service names mentioned are the trademarks of
their respective companies.

See www.sap.com/copyright for additional trademark information
and notices.



