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What will the future bring?

How did CFOs’ objective evolve?

To what extent have expectations and areas of
focus changed due to past year events?

How can the maturity of the financial function
be measured and how does it contribute to the
achievement of the company’s strategic goals?

In the summer of 2020, we launched our CFO
survey for the second time, in which we searched
for the answers to these questions with the
participation of more than 120 Hungarian CFOs.
The results of the survey also reflect how the daily
lives of CFOs are affected by the situation caused
by corona virus.
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There is a new situation. Perhaps this one sentence could sum up the current situation of the CFOs.
Indeed, process reorganizations, business and financial challenges due to the corona virus have significantly

transformed everyday life of a financial organization.

However, this does not mean that previous focus areas have disappeared. Rather, new perspectives

emerged and the weights changed.

This year, the objectives of CFOs appeared to be around the following four main topics:
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The supporting and
value-creating role of
the financial function

within the company

Adequacy of support

provided by systems

and infrastructure to
the finance team
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How to automate and maintain the motivation of the finance team at the same time?

This contradiction seems to be the most interesting topic for CFOs in 2020. While in 2019 finding the
appropriate workforce was mentioned as one of the most important challenges, the focus of this year is on
motivating the existing team. This year the responses on process reorganization reflected the challenges

coming from digitalised working from home.

What do you expect to be the biggest challenge in your work next year?

2019 2020

Change in IT systems 27% Automation | 39%
. Maintaining commitment and _
0, 0,
AULITEL S 23% motivation of my team 38%
busljiz:;n;\?irr]g:ng;: 22% Process reorganization _ 33%
e omrenee N
0, 0,
Lalbe cloritzige 22% business environment 27%
Over-regulation 16% Change in IT systems _ 26%
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Finance executives feel that the biggest risk this year is clearly the uncertain economic environment.
Accordingly, the mention of other risks has decreased slightly, but their order has not changed significantly
compared to the previous year and their impact remained significant. The reduction of risk related to the
shortage of professionals can be mentioned here as well.

How much do you fear that the following difficulties and risks will prevent you from achieving

your goals?

(the proportion of those who fear the risk)

Economic uncertainty
due to COVID-19

Inadequate
information systems

Lack of professionals

Slow response to changes in
environment

Over-regulation

Complex processes,
decreasing transparency

Lack of budget

Lack of data

T — 0%
R — 57%

63%

I 55
67%
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CFO’s team

Although more than half of the participants still do not expect a significant change in the size of their team,
respondents are a little more pessimistic than last year. This year the slowdown of business has also

contributed to the decrease.

Over the next 24 months, do you expect your department’s headcount to:

The company’s growth and
24% business operations

They will take over major
new tasks and functions

They want to address their
current skills shortage

The complexity of accounting
regulations is increasing

expects their department’s headcount to increase. The basis of their expectation is that:

R ¢
53%
P

23%

I 17%

13%
W o
10%

25% expects their department’s headcount to decrease. The basis of their expectation:

Automation

17%
Increased efficiency,

reduced costs

Outsourcing

Business process

Lack of specialists,
fluctuation

— 70%

67%

I 7
I .

28%

I 2

0%

I 7

6%

83%

2019

2019
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While compliance with regulations and increasing efficiency are mostly the responsibility of domestic
CFOs, developing employees 'digital skills and making the best use of IT opportunities is generally not the
CFO'’s responsibility. According to the respondents in many cases there is no clear agreement about who is
responsible for these areas.

Who is responsible for the following areas related to finance and accounting functions
at your company?

Complience with rules, supervision

76% 18% 1%
Increasing work effectiveness
60% 30% 8%
Supporting business functions,
increase added value 51% 30% 4%
Devel t of k igital skill
evelopment of workers digital skills 35% 37% 2194
Analysis and summary of new IT 219 46% 16%

solutions and the functions they offer

Local CFO
Regional CFO

It is divided between several responsibilities and functions

There is no clear, separate responsibility
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Processes

Local CFOs continue to see a clear path to development in automation and digitalization. In addition, the
data we collected has shown that the success of development projects in an average of five out of six cases
depends on the people and the quality of cooperation and communication between them.

Respondents see that a significant portion of the tasks of domestic financial and accounting teams could be
automated over the next five years. In our survey, CFOs estimated that 30-40% of the time currently spent
could be saved through automation and employee training. The least affected areas are expected to be high
value-added, decision support functions.

In your opinion, how could finance/accounting processes be best improved in your organisation?

Automation of tasks, digitization _ 48%
Information background, database development _ 16%
Clarification and review of tasks and responsibilities [ N 14%
Increase standardization - 8%
Improving communication within the company - 7%
Increase documentation - 6%

Comprehensive training of stakeholders I 1%

In your opinion, what percentage of tasks in the following areas will you be able to automate
in the next 5 years?

Invoicing (outgoing invoices) _ 76%
icoming ivices e2r) N 7
oo [ 72
Transaction level accounting _ 72%
Preparation of tax declarations _ 1%
Preparation of management reports _ 62%
Preparation of financial statements _ 58%
Financial planning and forecasting _ 54%
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Most companies use external service provider for payroll accounting, but the number of companies
outsourcing tax tasks has increased significantly compared to the previous year.

Are the following financial / accounting processes outsourced at your company
(including affiliates)?
(proportion of those who use all or part of an external service provider)

payol N -
Preparation of tax declarations _ 43%

Providing data for tax authority audits _ 35%

Transaction level accounting _ 35%
Incoming invoices (P2P) _ 32%
Preparation of financial statements _ 29%
Invoicing(outgoing invoices) _ 27%
Internal control, risk management _ 25%

ti
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41% of CFOs responded that they do not measure the effectiveness of their own department at all.

Financial departments that measure their own effectiveness typically look at just one indicator, and that is
for the vast majority the time they spend with period end closing.

59%

measures the

41%

does not measure

effectiveness the effectiveness
of their own of their own
department department

Which of the following performance indicators do you use to measure the efficiency of
your department?

(proportion of those who measure with the given indicator, a maximum of 2 answers could be marked)

Monthly and annual closing time (in days) - [ 75%
Monthly transaction number processed by an accountant _ 27%
Ratio of manual and automatic processed transactions _ 24%
Number of employees in finance and accounting _ 200,
department °

Total cost of finance/accounting function _ 16%

compared to the previous year’s cost

The total cost of the financial/accounting function in o
relation to the company ‘s sales or operating expenses _ 14%

How does the total cost of financial and accounting activities compare to the Company’s
annual revenue?

B (ess than 0.5%

m between 0.5% and 1%
between 1% and 2%
between 2% and 5%

|
HEl | don’t know/No such information is available.

9 Future of Finance | CFO Survey 2020



In most cases CFOs lack adequate data about competitors. This makes it difficult to compare the
performance of actors in a given industry. They are most satisfied with the financial forecasts as well as with
the data related to taxation.

How adequate is the data that you currently receive?

Data on the effects of the latest technological

. 25% 42% 8%
Data on employee opinions and needs 9% 50% 20%
Data on the risks to the business 9% 58% 8%
Data on customer opinions and needs 9% 55% 15%
Data on the tax implications c:n):jo;:ed;c;isriizﬂz 8% 47% 35%
Financial forecasts and design {8 60% 29%

No such data is available
The provided data is not adequate

They are adequate, but they are not enough

They are complete

Typically, CFOs see the lack of IT support and inadequate communication as the reason for not having
access to the information they need.

In general, what are the main reasons that the data you receive is ‘not adequate’ or that you
‘do not receive such information’?

(multiple answers possible)

inadequate T inrastructure | 9%
40%
Poor communication and data sharing _ 49%

60%
Lack of analytical expertise _ 33% 2019

23%

unreliability of data [ NnAN 292

42%
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Infrastructure

As CFOs say that in most cases deficiencies in the support infrastructure are responsible for inadequate
data, we examined how they see the current state of IT in their company.

Compared to the previous year, there has been a significant positive shift in how well respondents consider
themselves to be advanced in digitization and automation, but only 7% still consider themselves to be
pioneers.

To what extent do you consider yourself a pioneer in the field of digital solutions and
automation compared to competitors in finance and accounting?

We are clearly pioneers - 7%

4%

metadieeoll I

we are a little more developed °

35%
eohaiidpteoll  PE o
we are a little less developed °
58%

Digitization and automation are . 3%

not important to us
3%

Although the role of IT and automation is clearly considered by respondents to be of paramount importance,
only a few of them map the IT systems and reports used by the financial function regularly.

Does your organisation prepare a map of IT systems supporting finance, accounting and
reporting processes?

Yes, and we are constantly o
updating - 1 21 :oo/
(]

Yes, in the last 1 year - 10%

14%

Yes, in the last 2-5 years _ 21% 2020 -

16% 2019

Yes, more than 5 years ago - 9%
6%

No [ 40%

51%
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Half of the CFOs plan to significantly modify or replace the ERP system currently in use over the next 3
years.

Are you planning to implement new or new version of the current ERP system (eg SAP, S/4 HANA) in
the next 3 years?

Yes, the project is already in progress. _ 27%
Yes, but the project has not commenced _ 239,
yet.
No, but we are planning to implement in _ 18%
the long term. °

No, there are no current plans. _ 32%

Manuality is also crucial when using IT systems and reports and it usually requires human intervention.
Rather than unified data warehouses, the necessary data can be collected from separate tables.

Which of the following best describes the preparation of the key reports of your organization?

General ledger data is downloaded in tabular format, reports are _ 48%
compiled manually. °

General ledger data is downloaded in a predefined tabular _ 18%
format, no manual intervention is required for the reports. °

We use self-service / online reporting / business intelligence _ 15%
applications (e.g. Hyperion or Cognos). °

Standard management reports are queried from the general o
ledger system. - 1%

The list of automated management reports defined and tested at - 8%
the organizational level is built into the company’s IT system. °

Which of the following statements best describes your organization?
Automated reports are available in some areas, o,
il mai I 59%
but we still mainly use tables.
We are using a data warehouse and the level of automation is already _ 339
significant, however, the tabular format is still present in the process. °

The structure of the systems does not allow reporting automation, we o
typically use excel spreadsheets. _ 24%
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Value added

According to the respondents, one of the most difficult tasks facing the financial function is to spend most
of the time on high value-added, decision support tasks. According to our international data, the global
finance departments of the world’s leading technology companies already spend more than 50% of their
time with supporting decision-making and just under 15% with recording transactions.

According to the respondents, the Hungarian finance and accounting departments still spend almost half
of their time collecting and processing historical data. Within five years, however, CFOs say this will change
significantly and high value-added forecasting and decision support functions will come to the fore.

How much time does your department spend with the following four tasks?
What is your expectation on the amount of time that will be required in 5 years time?

50%

32%

Production,
collection,
processing of data

15%

23%

Making forecasts
based on data

21%

22%

Analysis and
visualization of
relationships
between data

In 5 years -

14%

24%

Analysis of decision
alternatives and
scenarios
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Manual, spreadsheet-based processes are currently the standard.

Which of the following best describes your design process?

Data is collected from several separate sources, with multiple processes.

0,
The use of spreadsheets is particularly typical. _ 53%

We use spreadsheets, but we have comprehensive central guidelines for capturing data _ 200,
at the organizational level, processes, assumptions, and their integration. °

In some areas, we still use tables, but we use _ 20%
some special tools/softwares to consolidate the data. °

Planning and forecasting is a fully automated process using web-based workflows, data - 5%
capture, central calculation, and consolidation systems/data warehousing. °

ﬁ
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Management reports used for decision support today are still typically tabular, static, and difficult to use
to analyze the causes. There was not a single CFO among the respondents who had already switched to a
real-time, personalized management reporting system.

How well do the following statements define the management reports prepared by the finance team?
(proportion of the companies, those the statements define fully or partly)

These are prepared periodically,
after the end of the period.

They are made in Excel, PPT or pdf.

They mainly contain numerical, tabular data.

They are typically prepared from data from financial
and accounting systems.

The explanation of figures, determination of casues
of changes usually requires more detailed analysis.

They are mostly prepared manually.

Decision makers usually interested in a narrow range
of financial data and performance indicators.

Usually reports are prepared for the purposes of presentation
of historical trends and forecasts for the future.

The value of these reports would increase significantly, if they
could be prepared within a shorter period of time or could be
accessible as needed.

Their format and content have changed relatively
little over the past 3 years.

T 100%
8o
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