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Common questions for the Chief Executive

Are this quarter’s profits
still tracking to last
meeting’s projection?

Why is this year’s plan
out of line with the
long-term target

business model?
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Why is the profit
projection for this
quarter different

than what we had
originally planed?
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How do you expect to
get back on plan by
the end of the year?

Is operating profit
going to come in
plan this quarter?

What will operating profit
be for the year given that
last quarter came in well
ahead of the last projection?




Common answers to common CEO questions

All'we need is one or two big
breaks or more rainmakers...

| will get back to you
on that...

It's too early toD

We are still trying to figure
out what happened last
quarter and why

| am not as sure as | would like to be

If we keep at it, thw
sure to fall OULWEy/ :
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To be successful and in control of operations,
it is important to know how things are going

il

When do you want to know how things are going at a given point in time?

NOW
(BETTER)

Too late to do
anything about it
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‘ To be in control of operations you need to always know:

* Where you want to go
* Where you have been, and
* Where you are headed next, all in the context of

* Where you expected to be, at a given point in time.
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To be in control of operations requires a
systematic and programmatic approach to always knowing where things sit

il

Definition Key Comparison
Target How things are supposed to be | How do we compare to industry
in the long run norms?
Plan Where you expect to be, when, | How close do we expect to get to
along the way towards Target and when?
achieving Target

Projection Where things will be next, in Why is Projection different than
light of how they have played | Plan?
out

Actual How things actually turned out | Why is Actual different than
Projection?
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Conventional reports help but do not show the flow from past to the
present and into the future that helps construct and tell the full story

il

FTrOmt & LOSS 004
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Data About the Past Data About the Future
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v | 32 nr o thepast, presentorfuture but g, apoyt what
in isolation and so fall will happen next
to tell a whole story (e.g., from sales lead-list)
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‘ Intelligent Dashboard Definition

A high-level presentation of actual, projected, and planned key business
performance measures as compared to target, plan, and projected
performance over a rolling, fixed period of time.

* Provides a path to detailed performance data, by type and reporting unit, that
aggregates to the dashboard summary.

o Explains why results are different than projected and why projected are different
than plan

» Used to develop and tell a story about operations that makes sense and that top
executives believe is correct and that they can compel others to believe in
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Four steps
put management in control of operations using Intelligent Dashboards

Step-1: Develop target financial, cash, resources, and labor business models
consistent with mission, vision, strategy, and industry benchmarks:
* Identify key performance measures
o Settarget values for each measure
* Develop a plan to achieve them over time

Step-ll: Design, implement and drive regular, cyclic business processes to

* Set goals, project performance, perform, collect and compare actual results with
projection
* Explain variances, learn from the experience, and re-project until goal achieved

Step-lll: Build a dashboard to track progress using:
* Actual data about past performance
* Management projections for present performance
* Planned future performance

Step-1V: Identify selling and delivery process improvements to achieve the target
model, upgrade processes and drive to scale.
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‘ Step-l Identify Key Metrics and Set Targets

EXAMPLE: Target % Based on industry
Key Metric of Revenue benchmarks
H O
Revenue 100 o
Direct Costs 32
Gross Margin 68
General Management 15
Marketing 15
Human Resources 10
IT & Facilities & Admin 8
Operating Profit 20
IntelliVen, L.L.C.
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‘ Step-- Prepare a plan to achieve target model

Target %_ PLAN
of Revenue | Key Metric Q1 Q2 Q3 Q4
100 Revenue 100 100 100 100
32 Direct Costs 36 35 2
68 Gross Margin 64 65 66 68
15 General Management | 15 15 15 15
15 Marketing 20 15 15 15
10 Human Resources 10 14 10 10
8  |IT & Facilities & Admin| 8 8 8 8
20 Operating Profit 7 13 18 20
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Step--1 Design Intelligent Dashboards to juxtapose actual and projected with
planned and target over, and through, time

FUTURE
(PLAN)

PAST
(ACTUAL)

Targets/Model
Key Performance Measures
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Step--1 Develop Intelligent Dashboards to monitor actual and projected
performance compared to targets and plan over time for each key area
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Plan-Do-Review

Compare observed
result to projected result

Define success

(e.g-, $50M at 23% EBITDA growing Annual
at 27%/year) C

ycle

Observe and measure results
compared to expectation

Are
things as
expected?

Set what to track
along the way to
achieving
overall success

Monthly
Cycle

Perform so as to

|.e. specific result, or \

series, in a timeframe \ achle\{e/e?(ceed
based on industry ‘\ projection
standards for similar \

organizations performing
similar functions on a

similar scale adjusted for

stage of maturity --

observations
correct?

Exception
Process

Set goal for
chosen
measures

Revise when
necessary

Quarterly
/] Determine why it is
CyC| e different from
Verify goal projection.
Generally:

is still right
* Bad projection

» Something went

~

~ -

dMaY bz 100 high or too low Project Next Differently going forward? 1. Determine significance and impact N i"’ﬁ?ﬁ;ﬂ:ﬁiﬁ‘iﬁ;ﬁon
Sokomance overtine 1750 Tysons BV, Fourth Floor / McLean, VA 22702 :
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Step--Il Monthly steps leading to the dashboard—Example 1

Generic Monthly Financial Cycle Calendar

Monday Tuesday Wednesday Thursday Friday
1 2 3 4 5
Cash flow report out %Target Utilization Capacity PAs process Time Direct data and send
Achieved Report For last 'z of last to Sandra Lee
PA Revenue Check-in Meetings month out
Updated Revenue projections in
8 9 10 11 12
Sandra Lee drafts invoices and Final invoices approved and sent out | A/R report out Updated Revenue projections in
sends to PAs to clients
PA Revenue Check-in Meetings
15 16 17 18 19
Projected Total Labor %Target Utilization Capacity Updated Revenue projections in
Achieved Report for first ¥z of current
Projected Non-labor indirect costs month, out
PA Revenue Check-in Meetings Cash flow report out
Close prior month
Financial dash, with prior month
actuals, current month and quarter
projections, out
22 23 24 25 26
PA Revenue Check-in Meetings A/R report out Updated Revenue projections in
Projected Billings for this month
29 30 31

PA Revenue Check-in Meetings

Projected Total Labor

Projected Non-labor indirect costs

Financial dash, with prior month actuals,
updated current month and quarter projections

Notes: Due dates are COB that day except on Fridays, where due date is noon.
Dates are keyed to first Monday of the month

©2008 IntelliVen, L.L.C.
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Step—II Monthly steps leading to the dashboard—Example 2

Monthly Financial Process

General Assumptions
1 An annual budget will be prepared (detailed at the project level)
2 Labor accounting will be performed - i.e. all labor costs will be associated with a direct or indirect project

3 Monthly projections will be prepared for every direct and indirect project

The Monthly Process

1 Close the general ledger
Post all timesheets
Post all special journal entries including allocations
Record all non-labor expenses (i.e. travel, telephone, supplies, etc)
Record revenue for each client project
For T&M contract compute based on monthly expenses
For Fixed Price contract compute on percent complete basis

2 Prepare invoices for each project and send to client
Invoices can be prepared more frequently than once monthly to improve cash flow

3 Compare current month actual results to last month's projection - understand variances

4 Update projections for current month and for future months if necessary
Update projections for existing direct projects - performed by each client project manager
Update projections for projects in the pipeline - performed by business development managers
Update projections for indirect projects - performed by financial manager

5 Prepare dashboard showing actual performance to date plus future projections compared to plan
Management team reviews dashboard
Analyze unusual trends
Judgment applied to make necessary adjustments to future projections

6 Other Considerations
Review AR Aging - contact clients as necessary
Maintain files for each client -containing contract, invoices, correspondence, etc.

IntelliVen, L.L.C.
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Step-lll There are two basic ways to build Intelligent Dashboards

Approach Manual Automated
inti Support staff extracts, organizes, manipulates and enters An on-line system automatically extracts data from operational support
Description
data from operating systems and manager worksheets and systems and manager worksheets into an on-line analytical processor
Ioais mttr? excel glprtgela(:shegts a nd distribute reports or Design dashboards to juxtapose historical, present, and plan data for
makes them available for viewing reporting and viewing
Key Costs Suppprt staff labor to gather, organize, manipulate, enter Software I|c§nse for analytical engine
and fix data every month MicroStrategy
Errors may lead to mistakes °C°gm.’s'
*Hyperion,
Backup and recovery is nearly impossible *Business Objects
*MicroSoft — Comes with SQL Server which most firms already own
Dependant on few key people
Strengths Minimal set up costs Minimal on-going support staff costs
Easy to operate, deep-dive, ad hoc inquiry allowing infinite variety of
analysis and viewing depending on needs that cycle at virtually no cost
Support staff spends time analyzing instead of extracting, organizing,
manipulating and entering data and compiling and distributing reports
Management can do its own analysis on the spot
W k Support staff follows an exhausting, labor-intensive process Up front investment in software and services to design and implement
eaKnesses ; . : .
every cycle and never gets to do the analysis and discovery software in the package or language of choice
work that leads to insights and corrective measures
Prone to errors, oversights, lack of control and redundancies
Lots of effort required to customize, deep dive, and ad hoc
inquiry so minimal amount of this is done every cycle

©2008 IntelliVen, L.L.C.
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Step—lIl Intelligent Dashboards are hard to implement manually

* Actual data, planned data, and management projections are all stored in different

systems so it is not easy to extract and juxtapose the data to view in a continuum of time
from past, to present, and into the future

Actual Present Future

YTD YTD YTD JAN JAN FEB MAR Q1 Q1 Q1

Act Plan Var ACT PROJ | PROJ | PROJ | PROJ PLAN Var
Gross Revenue 606 505 101 606 556 515 573 1,595 1,494 101
Direct Contribution 247 205 41 247 226 191 232 631 590 41
Total Indirect Costs 142 119 24 142 130 124 127 371 347 24
Net Contribution 104 87 17 104 96 67 105 261 243 17
Contribution Margin 17% 17% 17% 17% 13% 18% 16% 16% 0%
Direct Margin 41% 41% 41% 1% 37% 41% 40% 39% 0%
Indirect Margin 23% 23% 23% 23% 24% 22% 23% 23% 0%
Utilization 74% 74% 74% 74% 74% 75% 74% 74% 0%
Staff Count 7 6 1 7 23 29 30 30 29 1

* Combining data from multiple sources to prepare reports that show actual past, present,
and plan data is too hard to do on a regular basis because it must be done by hand

* Viewing combined data in different ways takes so much work that it rarely happens

IntelliVen, L.L.C.
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Practice Area

©2008 IntelliVen, L.L.C.

Management
Worksheets
Projections
(weekly or
monthly)
Indirect
Management
Worksheets
Practice Area
Planning
Worksheets
Plan
(yearly)
Indirect
Planning
Worksheets
(Budget)
Timekeeping
System
Actuals
(continuous)
QuickBooks

Step lll: OLAP engines now makes it easy to automatically combine data
from multiple sources to construct the Dashboard

Standard Reports

Reporting Services

SharePoint
Ad-Hoc Shared
Data Warehouse Reports
+ Transformation OLAP
Logic
Excel-Based
Reporting
Microsoft SQL Server
MicroStrategy
Cognos Scorecard
Hyperion
Business Objects
IntelliVen, L.L.C.
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Step—IIl Once collected, past, present, and future data is juxtaposed
to form a coherent and fluid intelligent picture of what is going on

il

Actual Projected Planned

Revenue

Granularity (Client >
Project > Task)

Hours

Data is easily viewed at any desired level of aggregation and granularity

IntelliVen, L.L.C.
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Step—Ill The resultant Automated Intelligent Dashboard
provides a gateway to answer operating questions

% N

Practice Area Practice Area
Management,Worksheets Planning M\orksheets

A one-page, high-level
presentation of actual,
projected, and planned

il

Accounting Syste

Sa i Y i key performance
o [semicesContibution | 144 9 0 1 0 19 measures as compared
e e Y to target, plan, and

Remmatn A R S - projected performance
o o | e over a rolling, fixed
32 [Realization A I I R period of time.

N4

7
g \ Indirect Management

Timekeeping System Worksheets Budgetirig

IntelliVen, L.L.C.
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‘ Results

* Executives share a continuous and common always accurate view of their past,
present, and expected operating results

* Reports that took hours to compile each week are built automatically and
always available, on demand or on executive home pages

* Executives are free to manipulate and analyze business data through Web-
based tools, to glean important insights into what is working and what is not and
in time to take effective action

* Everything needed to develop and tell a story about operations that makes
sense and that top executives believe is correct and that compels others to
believe in is always literally at your fingertips

* Executives spend time making the business better rather than trying to
determine where it is and why

IntelliVen, L.L.C.
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Sample Intelligent Dashboard display

Management Dashboard
SUMMARY P&L BACKLOG AND PIPELINE
Q1 Q2 Q3 Q4 2004 2004 | FcsTvs
SM AcT AcT AcT FcsT FcsT PLAN PLAN M ocr Nov DEC Q4 2004|Q1 2005 Q2 2005 Q3 2005
REVENUE 20.0 25.0 30.0 35.0 1100 100.0 10.0 BACKLOG 9.9 9.0 8.7 27.6 25.0 20.0 18.0
GROSS PROFIT 10.0 13.0 16.0 20.0 59.0 50.0 9.0 FACTORED PIPELINE 20 5.0 6.0 13.0 16.0 10.0 12.0
GROSS MARGIN 50% 52% 53% 57% 54% 50% 4% TOTAL BACKLOG AND PIPE 1.9 14.0 14.7 40.6 410 30.0 30.0
SG&A 40 4.5 5.0 55 19.0 19.0 0.0 FORECAST 10.0 12.0 13.0 35.0 38.0 40.0 42.0
OPERATING PROFIT 6.0 8.5 11.0 14.5 400 310 9.0 BACKLOG/FORECAST 99% 75% 67% 79% 66% 50% 43%
OPERATING MARGIN 30% 34% 37% 41% 36% 31% 5%
DAYS SALES OUTSTANDING 70 72 73 71 72 75 [€))
CAsH FLow STAFF METRICS
Q1 Q2 Q3 Q4 2004 2004 | FcsTvs

SM 10/15 10/31 11/15 11/30 12/15 12/31 O0O1/15 M AcT AcT AcT FcsT FcsT PLAN PLAN
BEGINNING CASH 200 15.0 14.0 17.0 210 26.0 28.0 STAFF BASE 500 525 560 605 605 575 30
CASH DISBURSEMENTS 156.0 16.0 17.0 18.0 18.0 20.0 220 NEW HIRES 40 50 60 65 215 150 65
CASH AVAILABLE 50 1.0 G0 (1.0) 3.0 6.0 6.0 TERMINATIONS 15 15 15 15 60 55 5
CASH RECEIPTS 10.0 15.0 20.0 220 23.0 220 200 ATTRITION PERCENT 3% 3% 3% 2% 10% 10% 0%
ENDING CASH BALANCE 15.0 14.0 17.0 210 26.0 280 260 LABOR COST 8.8 9.8 10.7 122 41.5 38.0 3.5

REALIZATION 3.20 3.40 3.50 3.60 3.47 3.56 0.09

UTILIZATION 71% 75% 80% 80% 77% 74% 2%

AVERAGE BILLING RATE $108 $122 8129 $139 | $114  $113 $1

IntelliVen, L.L.C.
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Objectives

* Achieve target financial model for each responsibility area and for the business
as a whole

* Track and report on actual performance against target by responsibility area
and as a whole

 Put management in control over financial performance of their responsibility
area and as a whole
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‘ Principles guide Intelligent Dashboard development

* Reconciles the top-down and the bottom-up views of past, present, and future
business performance

* Use the same format and structure for reporting, planning, and controlling
* Address changing needs over time depending on driving issues at-hand
* Visually appealing and easy to use

« Communicate in the way the audience understands best whether it be in
numbers, spreadsheets, graphs, pictures, or prose

* Routinely pull in data from definitive sources without undue effort or difficulty
* Relatively painless to set up, implement, operate, and change
* Integrate into the main-line of executive operations

* You cannot control what you cannot measure!
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Cautions

* |t takes executive management force of will and drive to get out in front of the
business

* |t may not be worth the trouble because things go well enough without it

* |t would then remove an excuse for not doing what needed doing to be
successtul
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‘ Steps to implement the Plan-Do-Review cycle

* Design and implement dashboards to track actual, plan, and projected (booked, highly
probable, and from specific pipeline) revenue and direct costs for each revenue area
(e.g., Li)cense fees, maintenance, customizations, consulting and training services,
hosting).

* Design and implement dashboard to track actual, plan, and projected labor non-labor
indirect e)xpenses by category (e.g., G&A, Sales & Marketing, Incentive Comp and
Bonuses).

* Design and implement architecture to roll-up dashboards into a consolidated summary
including target financial business model and key performance metrics

* Develop monthly calendar of events

 Submit/collect month’s updated projections for each area
* Record actual results

» Compare actual vs. projections

* Explain variance

»  Work with management team to roll out and start using the dashboards to plan/project,
track, and report on financial performance
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