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A Value Management Approach to Business Transformation

= Understanding KPMG and Transformation
= Positioning Value Management

= Applying Value Management

= Examples of Value Management

m Questions & Discussion

Please Note:

» PowerPoint will be provided as a pdf on the
proceedings. Typically available for download.
Additional documents can be made available.

* Notes on the PowerPoint slides can be included if
requested when pdf copies are made. Therefore some
of the facts and figures for the slides can be made
available for the audience to read at their leisure.
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KPMG Overview

KPMG by the Numbers
KPMG International (KPMG) is a global network of

professional firms providing audit, tax, and advisory services.

Around the world

8,600 155,000 _
Partners Professionals Management Consulting
_________________________ = Financial Management | = Technology Enabled
% 700+ @ 155 $23B = Strategy & Operations Transformation
Offices Countries In Revenue _ _
Operational = People & Change = Business Intelligence
= CIO Advisory = Shared Services &
Outsourcing Advisory
In Canada, we have over 5,000 professional, located in 39
offices around the country.
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KPMG’s View on Transformation

What does the 2014 KPMG Transformation research show?

Is the execution of your transformation managed/driven

9 3 O/O by a dedicated internal organization?

U.S.-based multinationals in some phase of H H E a

changing their business models. First Mover Early Adopter Early Majority  Late Maijority

How does your organization define transformation? Where are you on the transformation continuum?

{The percentage of U S -based multinational companies

n some phase of changing their business models) X @
51% Continuous process of aligning businesa o*’

modsl 12 support businass strategy

189%, Entorpriso transtormation pregocts that
involvs an svaluaton of 8 cross-section of
markets, products, organizations and/or
Processas That result in @ naw busness
modsi

s Locakred projects wathin functions
and processes

Continuously evolving specific Q
Orgenizathional areas o Processes
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Positioning Value Management

A New Vision
of Value |..

Conne corposate

KPMG views Transformation as the continual
evolution and alignment of an enterprise’s
strategic and financial objectives, its business,
operating, functional, and human capital models,
and its ability to deploy change and adapt within
continually changing external environments.

At KPMG, Value Management is:

= An overarching framework and approach to business
and operations transformation, applied across sectors

(private, public, NGO, and community) .\'.‘2"".3,?32’2:’;‘;,,‘

and Burn |}

m Differentiated from Value Analysis, which focuses on
innovative, collaborative techniques used primarily in
design stages (particularly in infrastructure)
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KPMG’s View on Successful Transformation

Four critical success factors to manage in the transition from development of strategy
and road-mapping to the actual delivery of the transformation:

Benefits realization is a
consequence of alogical
sequence of actions and

Measures are indicators of
progress against achievement of

outcomes
outcomes
Indicators of progress need to Program governance needs to
reflect the full journey of Include business outcomes’
outcomes achievement accountabilities and achievement

If organizations applied a fraction of the effort expended on cost management to

transformation value, many more transformational efforts would be successful.
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Successful organizations increase the value of its operations through

transformation programs that achieve tangible outcomes for the business

To address value-oriented questions for clients, KPMG applies a Value Management
approach to define and track how tangible value is created through operations, and
increased through transformation:

= KPMG Insights

= Value Models

= Value Cases

= Value Visibility & Accountability

k. HIGH-LEVEL k. DETAILED
STRATEGY DESIGN DESIGN BUILD & DEPLOY IMPROVE
Clarify Develop Value Establish Value Measure, Report & Sustain & Enhance
Value Opportunity Case for Program Management Capture Value Value
* Develop Preliminary Value « Define value management * Refine Investment Value « Initiate value tracking * Embed value management
Model operating model Model processes into ongoing operations
=2 . Define the Value « Develop draft Investment * Develop value tracking *Report on Value » Conduct Health Check
"'EJ Management Strategy Value Model procedures Realization Progress
o B Develop Strategic Value * Refine program to increase + Develop value tracking plan * Analyze value delivery
< Model value delivery success and measure baselines status and take appropriate
< .
= - Define Strategic Value * Develop program B
5 Case Investment Value Case
—
S

* Preliminary Value Model * Investment Value Model + Value Traceability Matrix
« Strategic Value Model * Investment Value Case * Value Tracking Protocols
« Strategic Value Case * Quick Wins Plan + Benefits Baselines

* Value Progress Reports & « Value Management Transition
Dashboards Plan

* Value Governance Action « Value Health Check
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KPMG’s Value Management Key Concepts

1. Value Models show how organizations deliver business value through operations, and how
change initiatives increase the value of operations

End-to-End Conceptual Value Model

Transformational Operational
Change New/Refined Business Resulting Strategic Objectives
Initiatives Capabilities Changes Benefits | & Operational Goals

Objectives

Benchmark

Leading
Practices

IETRIC & KP

Measure,
Metric, KPI

"— . .i:
Value Lever :
~ Trends& | !
L Innovations | Benefits
~ Business
Capabilities I

IETRIC & KP

Measure,
Metric, KPI

IETRI ':l (P

Changes

Services

Service
Outputs
Organizational
Capabilities
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Example: Large Pension Plan Process Innovation

A KPMG client has completed over 30 Process Excellence initiatives, across 5 functional groups —
using an value management perspective, the logic of how value is created with these initiatives is

illustrated below:

Transformation

Output/Capability Business Changes Benefits Goals

Project

Strategic Objectives

Improved
alignment of
process
ownership

Transferred
process ownership
responsibilities

Increased
operational

Increased
availability time to

e Identified &

Process Excellence .
Program eliminated non- quantified
value added « » be redeployed for - . )
- unlocked” hours efficiency satisfaction
Process Improvements activities resources
Excelence > |mp|_emented for Q
Project In-scope \
processes A
/
Decreased cycle | Aggregate \
time for in-scope ~ — — — — 4 potential resource
processes 4 \ availability
Projects vary \ —
based on type
————— Legend
Decreased . Increased quality Incregsed Actions & Outcomes &
—_——— o process execution of process output operational Outputs Goals
4 \\, - errors effectiveness —

Issues, - -
| Errors | Risks & \ Measures

\ / Questions ~—

N —_—— P

Increased
customer

Improved
customer value
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KPMG’s Value Management Key Concepts

2. Value Cases drive better, comprehensive program portfolio choices

KPMG proposes that the next level of maturity of the business case is a value case,
which extends the typical business case across the full transformation lifecycle

Quantitative View of an Initiative, consistent and driven by the Highest Strategic Alignment, Lowest Delivery Risk & Remaining
Qualitative Value Model Cast has the highest Version Score
Hinandal Justification »a Investmant Analysis
Analerie i t Yeur®  Yearl Yo Yew ) Yemd Totnl 'y
W1 e FLILY mis » 610 @‘

Paranvosal Densfite Cont savmngs dun be mctuesed process eflcmmons LER ws

" A 1l saly payimeirts s il SLAL » D O

o handd mn  an " 5,200

L ™
ws S 300 LW =
1Lam IAm Ak L ks LS T cho >
: bt & |

Tirvestment Costs Drvebyprmiest Cints ' "@1

Safvenity '

Groes Divestmmin Cosle asm 0 n B < e g 2600 ﬁﬁd‘? ”91
Copimgtustes Overtms " o (e e MOE023 O' HQA

Grons Orgomg Losts Ik ok o L] ° 1200 1,300 33
Tatah Mot canbiorw am 2im sk . ®  sm MOE0S6 @

Lo candow ram 10m  10Am  BObes B0 D% MR = noumi Q 065

Y1) 55m aim LA Sim i u

0 8 16 24 2

Sensitivity Anahysis Ohart L Strategic Algrenest”

Value cases become “living” documents, rather than “dying” on a shelf after approval, part

of ongoing, active portfolio management of change, using an outcome-based perspective
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KPMG’s Value Management Key Concepts

3. Value Management significantly enhances program governance

External Focus Strategic Alignment and Direction

» Facilitate strategic decision making and course correction

» Promote evidence based benefits realization

Value

» Manage the overall value of the investment

» Focus on risk management as a strategic activity

' Value Gateways . Value Gateways integrate VM and PM objectives

-> Enable key project management activities

Project
Management > Manage Scope, Schedule, Quality, and Budget, etc.

» Focus on project and program level reporting

» Offer supervision of program milestones

v

Internal Focus .
Tactical Enablement
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KPMG’s Value Management Key Concepts

4. Providing visibility of results enables more effective accountability

Recognized by Gartner as one of the leading tools to support value and benefits management,
ChangeDirector® provides a flexible and scalable platform to enable effective strategy execution and
value delivery. The standard ChangeDirector® setup has been aligned to KPMG’s Value Management
Method, and can be tailored to support the needs of the program and complements existing

PMO/Project tools.

CICIO;

CHANGEDIRECTOR

Personalized and Secure Access

Configured Views and Dashboards

Central Repository

High quality Value Models to ensure
effective stakeholder engagement and
articulation of strategic goals, benefits

and changes for transformation

—————

Online, interactive, scenario-based business
cases, which include financial and non
financial measures that can be linked to

operational measures

Balanced Scorecards and Collaboration for target, forecast
and actual performance at all levels with personal views

to ensure ownership, and sustained results
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ChangeDirector™ enables the development and proactive management of

the business case and value realization

© Strategic Objectives and List of Programs
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Many KPMG clients have benefited from applying Value Management

Developing and Establishing value Developing and
validating management validating
business cases procedures and business cases
for change benefits tracking for change

3

Value Management
Office

Value Gateways
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Project Close-Up:
Developing and validating business cases for change

In 2013, KPMG assisted Saskatchewan with
developing a business case to modernize an aging,
mainframe-based revenue management systems.

Despite many failed attempts in the past decade, the
Province approved this project’s implementation
because of the focus on business benefits, producing
a return on investment through the identification of
Increased tax revenue, reducing costs, and increasing
the efficiency of revenue management processes.

In May 2014, KPMG was awarded the follow-on
contract to provide consulting and advisory services
for this implementation.

Business Case

Revenue System
Modernization

September 13, 2012

1

00

S0 |
0 +
0 4
® 4
50 |
&0 +
» 4
20 ¢
10 4

1 2 3 4 & 6 7 & 9 VN VO3 WL

w—T otal Cumutative Benelts
T 0ta) Cumdative Cotts
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Project Close-Up:

Establishing value management procedures and benefits tracking

UK Power Networks, the electricity distribution network
operator for London, the South East and East of England,
has embarked in 2013 on a large scale and ambitious
business transformation program, enabled by investments
In new, integrated information systems and significant
business process changes.

An innovative concept is driving the program: managing
by business-based outcomes. During the program’s
iInception, the business developed a comprehensive list of
168 critical, must-have outcomes (which have been
publicly published).

KPMG is assisting UKPN to implement their Outcomes
Assurance Framework (see sidebar), by augmenting
existing program control points and processes.

© 2014 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms
affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity. All rights reserved..

Power —
Networks

Delivering your electiicty

From UKPN’s Outcomes
Assurance Framework:

In the early part of the BTP,
our focus was on process
design, systems design and
use of data. All of these are
fundamental to achievement
of our outcomes. However,
we recognise that our
transformation journey will
also encapsulate business
change, which is about how
we deploy the new
processes, data and systems
within UKPN and achieve
outcomes that cannot be
delivery through systems and
processes alone. The
success of business change
will significantly contribute to
the assurance of delivery of
the pre-defined 168
outcomes.
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Sample Work Products:

Establishing value management procedures and benefits tracking

Value Model
Increased ex:zi?:‘iins (based on OUtCO meS) UK
Power
for projects & v Networks

major connections
OF005 (CC17) . . H 3 ol v
" | Increased choice, _ Increased deh\‘/ery _ Increased Dehvenng your FI»;"A tricit Y
control & visibility P to customer's - customer
d timelines satisfaction
by customers of DIEELE
service requests &
offerings A
- Outcomes by Outcome Family
Increased clarity & incidence of ! resolution time for
accuracy of information Decreased > complaints complaints
provided to customers quotation timeli
through preferred OF004 (CC05)
channel
Outcomes - All by Famidy | _Add AT O BWRW A
N Pkl v  Conterm - ‘lﬂ.f‘] Reset
) ~ P~
t I\ > Title Ret
| ) -7 el Owtcome Famiy Hed Title (Long) CRteomY raater TRV

Transformation ===

. g ° . Fullifing connection regeests as and when the customes reguires (incheding the
Delivering the business we all want R oonsibiity fas meut diy; oat of hoass sad 7 fays a vioek i saquined by the custsmer) Parformence Py
) COOZAN re-mstatement will be compieted oo the day of connection or within 24 hours Rerformance Secondary
100°% of customsers can book » stte vinit oc delreery mstantly for their peeferred
U delivery date following paywent (taking into scosmt consents and traffic Perforrance Seonrdary

management restrctions)

We will know whem a job i tully completed (modud rewstatwment | and will obfer L

o [ p ng 5 Socondiry
2l custoosers the nppartunity tn gaee fredhack on oer performance

We wall sugment aur castomers hasod om their meods snd uffer them relovant

Workstreams and Releases e o s 5 M A b e e

= —— - et 2y hour chedk 10 — less than 2% Perforrance Secordaty
— — (railable to contractors (ocduding scoge of .
[Strategies ] Outcomes | KPi | Releases | Workstreams | Workrcam Reicascs | Business Change Projects | Deliverables | Tasks | Processes | Divisions | Admin JLL) .
Workstream Releases - All Workstream Releases - Al N B B . -
Workstream Releases - All by Release EEH 2 T 2 BH@a
Release Workstream Ref WS Release Title Stage Sponsor Manager RAG RAG Comments
=l Release1
Finance FI1 R1 - Finance Test Green Progress is currently in line with the plan. (Testing)
Human Resources HR1 R1 - Human Resources Test Green Progress is currently in line with the plan. (Testing)
Procurement FR1 R1 - Procurement Test Green Progress is currently in line with the plan. (Testing)
Logistics LG1 R1 - Logistics Test Green Progress is currently in line with the plan. (Testing)
© 2014 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms 16

affiliated with KPMG International Cooperative (‘KPMG International”), a Swiss entity. All rights reserved..



Project Close-Up:

Efficient, Strategic Front-Line Readiness of Canada’s Armed Forces

The Canadian Department of National Defence and
Canadian Armed Forces (DND/CAF) determined that
fundamental change was required in the mandate,
structures, and processes of Canada's Defence Forces
and administrative services, to drive efficiencies and cost
reductions, and to improve internal services in support of
operational outcomes.

DND/CAF selected KPMG to provide Change Management services,

in three areas: o vste.

“tnares 22 s
(1) Metrics & Performance Measurement: Develop a DR-wide s .|_ng:§2u:n§‘, :
metrics and performance measurement framework, through a )
solutions-based approach, which will demonstrate the o

achievement of results across the full suite of the Defence
Renewal portfolios;

(2) Lean Headquarters: Determine opportunities to optimize spans
and layers of control to reduce headquarters structure to the
appropriate levels to minimize costs and improve business
agility and efficiencies; and

(3) CAF Maintenance Execution: Seek improvements in the
efficiency and effectiveness of maintenance execution within the
environmental services, i.e., Royal Canadian Navy (RCN),
Canadian Army (CA), and the Royal Canadian Air Force
(RCAF).
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