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Benchmark results should be evaluated in conjunction with the
specific requirements of Y12’s industry

What this benchmark is . . .

A starting point

Tells us where to focus

Process based comparison . . .

... data was scrubbed internally and externally
by Hackett

One input to setting targets

A broad look at Finance
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What this benchmark is not . . .

Not the end answer

Not a detailed analysis of how to redesign our
processes

Not an exact match to our departments . . .
no benchmarking is

Not the only input

Does not cover all aspects of your company’s
operations
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Hackett’s Finance benchmark addresses the important drivers of
effectiveness and efficiency

What we must do How we choose to do it How well we do it
) 4 ) 4 A 4
DEMAND + STRUCTURAL — PERFORMANCE

Geographies Process Cost
served Organization Cycle time
Products People Error rate
supported Technology Productivity
Regulatory Partnering Economic return
environment Strategy Supplier leverage

Customers served

Size
Equity model
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Comparisons used in this benchmark

» FTEs and costs (External):

= Peer Group: median of the cross-industry peer Hackett Value Grid™
groups based on complexity demand drivers 1o

— This is Hackett's Small Consolidated group

= World-Class: determined based on 1% quartile
performance in both efficiency and effectiveness
based on consistent ‘value grid’ scoring 15 Ouarte
methodology used for all participants in the Hackett ~ Breakpoint 10
Group database

= Best Practices:
= Hackett Top Performer: Top decile of the Hackett

database
= NNSA Site-specific:
= Site Min: the lowest value across the Sites
= Sjte Median: the median value across the Sites Low 10 HIGH

World-class
EFFECTIVENESS World-class

Top Decile

EFFECTIVENESS

= Site Max: the highest value across the sites EFFICIENCY t e
) o ) 15t Quartile
= Site Top Performer: the best, most efficient or effective value for Breakpoint

a given metric. This is either the Site Min or Site Max depending
on the metric.
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Y12's Finance benchmark scope

= Benchmark results were collected and analyzed for Y12 in total and in
accordance with Hackett’s Finance taxonomy

= Hackett processes of Credit and Capital & Risk Management are not applicable
to the Sites and were excluded from the benchmark results

= Benchmark data represents fiscal year 2008
= Staffing (FTE) data reflects actual headcount 2008 fiscal year end
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Data was Collected in Accordance with Hackett’s Taxonomy

Transactional

Control and Risk

Planning and Strategy

Management and
Administration

= Cash Dishursements
- Accounts Payable
- Travel and Expense

= Revenue Cycle
- Customer Billing
- Collections
- Cash Application

= Accounting and External
Reporting
—  Fixed Assets
- Intercompany Accounting
- General Ledger Accounting
- Cost Accounting
- External Reporting

Management

= Tax Management

= Treasury Management
- Cash Management

= Compliance Management

= Planning and Performance
Management

= Business Analysis

= Function Management

External comparisons will exclude Credit and Capital & Risk Management, which are not applicable to the Sites.
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Y12’s baseline Finance cost is $8.72 million, which represents 0.85%
of revenue

$8.72 Million Other cost— $2.17 Million
= Facilities & Overhead
=  Travel
25% » Training

= Other (Supplies, subscriptions, etc.)

B Technology cost - $1.02 Million
= Computer processing
= Maintenance

M Outsourcing cost - $0.16 Million
61% = Qutside services
o - Process Cost:

- Lae\zr dogfi= Gaclelilion " $5.52 Million

. ges (full-time and part-time)

= Qvertime and bonuses

= Taxes and fringe benefits

Revenue = $1.02 Billion :
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Y12 Finance spends 51% on transaction processes, and 26% of the
FTEs are clerical; Resources are also control and compliance-focused

Resource Allocation

11%

51%

Transaction Processing ® Control and Risk Management
B Planning and Strategy Mgmtand Administration
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Staff Mix

Manager

57%

B Professional m Clerical
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Key Findings and Observations

Y12 has achieved strong levels of efficiency and effectiveness

Finance staffing levels are low/ Site Median, but resource allocation is more control and compliance-focused with
only 9% spent on planning and strategy

Transaction processing labor costs are higher across the NNSA Sites, due in part to staff mix (fewer clerical FTES);
Y12's overall labor costs are just above Site Median

Y12’s return on its Finance technology investment is outstanding. Utilization of automation and technology best
practices is the strongest of the Sites.

Strengths: Budgeting: Y12 has minimized line item detail and spreadsheets and employed budgeting self-service to
support the most efficient budget process of the Sites; Reporting: Strong data warehouse, self-service, and balanced
scorecard reporting capabilities are evident at Y12; Cash management: Automation is 100%, and the process is error free

Opportunities for improvement:
= AP transaction cost, productivity, and payments made within terms; T&E error rate
= Cash remittance automation and the cycle time to apply cash
= Despite 100% customer billing automation, it is expensive and requires 7 days on average to execute a transaction
= Despite significant journal entry automation and sub-system integration, Y12 still requires 5 FTEs to close the books
= Access to information for ad hoc reporting is challenging for business analysts, but analysis output is highly rated
= Stakeholder perceptions and the ability to ‘partner’ and elevate the role of Finance
Finance cost is similar to Site Median, though 21% is ‘Other’/ facility-related, driven by alternative financing

Overall, compared to the lowest Finance cost component from across the Sites, Y12 spends $5.9 million more
annually ($1.8 million in alternative financing/ Other costs)

N k% The Hackett Group
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Y12 has achieved very strong levels of efficiency and effectiveness

Note: Y12 excluded 2 standard business processes from the benchmark, and we cannot technically designate Y12 as
World-Class without a complete response. However, Y12's low complexity business model and implementation of best

Hackett Value Grid™

EFFECTIVENESS

Documented Strategic Plan in place
for the Finance Function

Analysts with acumen to act as
business partners

Staff time in Business Analysis

@ Analyst time spent collecting and
compiling information

Reports that address future actions
vs. explanation of history

Cost Analysis considered on target
Rework/ Error rates - A/IP
Rework/ Error rates - Billing
@ AR posting match rate
Credit sales collected within terms

Degree of reliability in the forecasting
process and reporting outputs

Budgeting Self-Service
Reporting Self-Service

practices helps it achieve high scores on the Value Grid.
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Low < Efficiency » High

Driver is at or exceeds Median of World-Class

Driver is between Median of Peer Group and World-Class

* Y12 2008

@ Driver is below Peer Group Median @ Other Companies

EFFICIENCY

Total Cost

Total FTEs

AIP process cost

Cost per T&E report

Cost per cash remittance

Revenue Cycle process cost
Revenue Cycle unit cost/ productivity
Accounting process cost

Cycle time - Days to close

Cycle time - A/P invoice

Cycle time - A/IR remittance

AP & T&E transaction automation
Revenue Cycle transaction automation
Cash positioning automation
Automated Journal Entries

% of Business Performance Reports
generated from central repository

Transaction Application Integration

Note: The ranking of the drivers are a representation of gaps to world-class and are not a direct indicator of where to focus/ launch initiatives. Specific action plans should not be developed
until after the benchmark results are assessed within the context of the functional and business strategies.
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Finance cost as a percent of revenue is similar to Site Median; 21%
of Y12’s Finance cost is Other cost, driven by alternative financing

Finance Cost as a % of Revenue Quartile Breakdown as a % of Revenue
1.01% 4.95%
0.06%
0.85% 0.83%
0.01% Quartile 4
0.13%
0.21%

1.64%

e 0.02% 0.04%

0.09%

— O 0% 0.80% Qual’t”e 3
0.65%
0.52% 112%
o Quiartile 2
NNSA-Y12 - 0.85% |_, 0.95%
NNSA-Y12 Site Min Site Med Site Max Quartile 1
I 0
Labor B Qutsourcing B Technology Other 0.13%

External comparisons exclude Credit and Capital & Risk Management, which are not applicable to the sites.
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Y12 Finance staffing levels are low and Site Median; Resource allocation is
more control and compliance-focused with only 9% on planning and strategy

Finance Staffing (FTES) Finance Resource Allocation
Per Y12's Revenue 833
2%
49.2 49.2 Site Med 51% 11%
39.2
253 25.0 253
NNSA-Y12 51% 11%
NNSA-Y12 Site Min Site Med Site Max

Transaction Processing . Control and Risk Management . Planning and Strategy

Management and Administration

External comparisons exclude Credit and Capital & Risk Management, which are not applicable to the sites.
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Y12 uses few lower-paid clerical FTEs to support its transaction
processes; Labor costs are just higher than Site Median

Staff Mix

Site Med 19%

NNSAY12 ~ 17%

Manager B Professional m Clerical
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Average Fully Loaded Labor Cost (3$) per FTE

125,482

108,990 101,757

96,345

. Site Med . Site Max [

] NNSA-Y12 Site Min

Number of Staff to Managers (Span of Control)
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Transaction processing labor costs are higher in general across the
NNSA Sites, and Y12's Intercompany Accounting is Site Max

Average Fully-loaded Labor Costs by Process

| _Avg. Fully-loaded Labor Costs ~_

Accounts Payable $69,543 $62,736 $70,769 $79,114
Travel and Expense $75,198 $72,340 $78,563 $79,953
Customer Billing $75,302 $63,533 $81,859 $101,471
Collections Process $75,203 $61,501 $75,203  $103,873
Cash Application $69,209 $65,695 $73,535 $89,042
Fixed Assets $89,613 $78,547 $94,732 $107,663
Intercompany Accounting $153,661 $95,196 $113,398  $153,661
General Ledger Accounting $92,889 $84,883 $92,889  $124,586
Cost Accounting $69,591 $69,591 $100,931  $110.2G6
External Reporting Process $106,093 $102,054  $106,093 $120,069
Tax Management $91,215 $86,276 $93,568  $123,782
Cash Management $82,868 $64,155 $90,000  $160,440
Compliance Management $123,415 $103,412 $112,589  $137,544
Planning and Perf. Mgt. $102,232 $102,232 $113,891  $146,130
Business Analysis $103,392 $103,392  $111,900  $160,165
Finance Function Management $199,782 $123,047  $194,984  $215,420
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Y12's return on its Finance technology investment is outstanding;
Automation and technology best practices are the strongest of the Sites

Technology Cost ($) per FTE

20,815

53,973

20,815

NNSA-Y12

Site Min

. Site Med

Transaction Processing Automation

Performer

A/P supplierivendor transactions 84%
Cash application transactions 52%
Journal entries 99%
gsxﬁgagsnﬁgzwplete and submit expense 100%
Customer hilling transactions 100%
Supplier self-service 90%
Customer self-service ® o
Online view of invoice detail for collections Medium

employees
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100%

100%
90%
0%
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. Site Max [~

Planning & Analysis Technology Best Practices

Performer

Sub-system integration with the GL
Data warehouse utilization
Analytical tool utilization

Electronic report distribution

Reporting self-service

Reports generated from central repository vs GL

Budgeting self-service

High High
High High
@ Low High
100% 100%
100% 100%
100% 100%
100% 100%
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Perception of Finance’s Involvement
Scale

Administrator - Spends time processing
transactions and is tactically focused in fulfilling
any requests

Controller - Spends time setting policy & ensuring
process and policy compliance

Finance Expert - Spends time providing insight
and information to managers on finance issues

Valued Business Partner - Spends time with other
business/functional heads. Interested in
improving my business metrics rather than
finance's agenda

Page 19
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Many stakeholders view Finance as a ‘Finance expert’ or ‘Partner’,
but still 36% perceive Finance as an “Administrator”

Finance’s Involvement
Y12

12%

36%

34%

18%

Valued Business Partner M Finance Expert
M Controller Administrator

k% The Hackett Group
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Accounts Payable

Much of Y12's AP process is Site Top Performer; Opportunities exist
to improve transaction cost, productivity, and payments within terms

AIP Cost ($) per Invoice

11.68

Accounts Payable Best Practices NNSA-Y12 Site Top Performer

AP policies and procedures are standardized across

business units High High
4.48 4.48 Application integration— A/P with purchasing High High
2.63 Application integration — A/P with General Ledger High High
Percent supplier/vendor transactions automated 84% 84%
Accounts Payable cycle time 2 days 2 days
1 NNSA-Y12 sieMin B siemed [ site Max
Accounts Payable invoices error rate 2% 0%
A/P Invoices per FTE : RS :
30,105 Suppliers submitting invoices electronically (based on 84% 84%
volume)
Suppliers using self-service over the Internet (based on 90% 90%
volume)
15,533 Percent of payments made within terms 74% 100%

6,424
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Travel & Expense

Y12’s cost per T&E report is Site Minimum (top performer), however
nearly one third of the transactions require correction

T&E Cost ($) per Transaction

.04
220 Travel and Expense Best Practices NNSA-Y12 NNSA Top
Performer

Percent T&E transactions automated 100% 100%
Tra_velers complete and submit expense reports 100% 100%
online
12.73 12.46 Expense reports error rate 30% 0%
Travel expense reports sampled for compliance 15% 1%
Extent policies and procedures for travel and . .
, : , High High
expenses standardized across business units
— NNSA-Y12 siemin WM sitemed [l Site Max —
T&E Reports per FTE
9,985
5,906
2,392
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Cash Application

While the cost per cash remittance is low, Y12 could improve electronic
processing and reduce the cycle time to apply cash

Cash Application Cost ($) per Remittance
63.37

ash Application Best Practices NNSA-Y12 e
Performer

Cash application policy/ procedure standardization High High
Percent electronic cash remittances 52% 74%
5.55 301 6.73
] Average time to apply cash 2 days 1 day
. . Billing application integration to accounts receivable Medium High
— 1 NNSAYIL2 stemin -~ Ml steved Il siemax — O oP Y .
Automatic cash application rate 0% 49%

Cash Application Remittances per FTE
Established mechanism to track root causes of

21,298 adjustments and customer disputes = ]

Process to reduce those issues resulting in

adjustments and customer disputes gy VB

12,475

1,225

—_— k% The Hackett Group
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Customer Billing

Despite 100% customer billing automation, it is expensive and
requires 7 days on average to execute a transaction

Customer Billing Cost ($) per Transaction
ustomer Billing Best Practices NNSA-Y12 Sl
Performer

98.23

74.26 Customer billing policy/ procedure standardization High High
Percent billing transactions automated 100% 100%
Billing cycle time 7 days 1 day
17.43 Occurrence of hilling errors 3% 0%
8.20 . L . . .
_ Billing application integration to sales/order entry High High
B|II|ng application integration to accounts Medium High
— _ receivable
N NNSA-Y12 stemin [ Site Med B sie vax —  Billing system enables consolidated invoicing for None Hiigh
] multiple items g
Customer Bills per FTE Utilization of electronic bill payment and . :
Medium High
11.004 presentment
' Utilization of standardized pricing, including .
. ; None High
discounting, rebates and mark-ups
Customer self-service 0% 0%
1,014 833
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Y12 credit sales collected within terms is highly effective; Collections
cost per transaction and productivity is near Site Median

Percent Credit Sales Collected Within Terms

98%

64%

Credit and Collections Best Practices NNSA-Y12 S 1
Performer

Extent policies and procedures for Collections are

Collections Cost ($) per Transaction

98% standardized across business units High High
Extent to which collections employees have access to
an online view of invoice detail via automatic drill down Medium High
to billing/order entry systems
Extent to which electronic workflow is utilized in Limited Online  Fully Automated
Collections Processing Workflow

NNSA-Y12 Site Min . Site Med . Site Max
Collection Contacts per FTE
308.00 5,200

111.41 110.28
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General Ledger Accounting

Despite significant journal entry automation and sub-system
Integration, Y12 still requires 5 FTES to close the books

General Ledger Staff Active GL Accounts Days to Close
Per Billion of Revenue
6.9 5
1,955
5.0
3
2
608 )
306 306
0.6 -
NNSA-Y12 sitemin WM sitemed  [Jl Site Max
Percent Automated
Journal Entries Accounting and External Reporting Best Practices NNSA-Y12 Sl g
Performer

99% 93% 100% Extent pqlicies and progedures for general accounting are High High
standardized across units
Integration of subsystems with the GL High High

0,
56% Integration of fixed assets applications with purchasing/ . .
o High High

AP applications
Integrat!on of fixed assets applications with general ledger High High
applications
Regulgtory flllpgs_automatlon using common regulatory 20% 90%
reporting application
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Budgeting’

Y12 has minimized line item detail and spreadsheets and employed
budgeting self-service to support the most efficient budget process

Days to Complete the Budget

_ 2 ring Best Practices NNSAYL2 | O ToP
Performer

PC Spreadsheets used as a stand-alone

’ budgeting application None High
Budgeting self-service 100% L00%
— [ NNSA-YL2 sievn Bl sieves W SteMax - Fulyintegrated strategic planning, tactical At the Macro Level

Fully integrated

: : business planning, and budgeting processes Onl
Number of Line Items in the Budget P g geting p y
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Performance Reporting

Y12 Finance generates and distributes very few performance reports

Y12 reports are automated from the data warehouse. Managers/ Supervisors access information as needed in
set formats or they fashion reports from the data sets that meet their one-time or on-going needs. We stopped
issuing hard copy reports to the business units years ago. - Interview comment

Program some SAP features that are usable from the project manager view-point. It's too difficult to go into that
monster to retrieve basic data on monthly project cost and budget. It should push basic info to managers.
- Stakeholder comment

Monthly, Quarterly, Annual Performance Reports
(Normalized to Y12's Revenue)

16,886

40 40 489

. Site Med

. Site Max

NNSA-Y12 Site Min
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Performance Reporting

Strong data warehouse, self-service, and balanced scorecard
reporting capabilities are evident at Y12

Use of Data Management and Analysis Extent Internet Supports Online Extent Internet Supports Online,
Tools (Data Warehousing/Data Marts) Distribution of Standard Reports Self-service for Standard Reports
High High T High T
Med - Med Med
Low . Low | Low |
None None None _

— NNSA-Y12 siemin I Site Med B site Max —
Days to Report Key Operating Days to Prepare
Results to Management Ad Hoc Reports Management reports created using PC spreadsheets i
30 as primary application °
2.0
Reports distributed electronically 100%
2.0
1.0 _Percent of time repprts address future action 50% 85%
L0 instead of explanation of history
Mature balanced Mature balanced
Balanced scorecard development (operational & scorecard program
financial measures) both financial and
non-financial
NNSA-Y12 Med ] Top Performer
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Business Analysis

Access to information is challenging for business analysts, though
output, skill sets, and partnering acumen was rated high by Finance

Y12 uses financial analysts to deal with ad hoc questions, special needs, one of a kind inquiries both from

internal and external sources. - Interview comment =
i i
Allocation of Analysts’ Time for Reports

Analysis staff is experienced in both finance and your 100% 100%
. 0 0 company's operations
Sie Max Ebid Analysts with skill set and business acumen to partner with 100% 100%
operations ; ?
Site Med 70% Business-simulation models utilized for a variety of 15% 2504
business scenarios ° °
o % analysts who employ sensitivity, investment & value-
Development of centers of expertise around complex Medium Hiah
NNSA-Y12 80% analytical techniques g
% of time that analytical focus is on proactive planning vs. 50% 80%
Collecing / Compiling Data ® Analyzing Information historical reporting
NNSA-Y12 Site Min . Site Med . Site Max
Percent of Time Output of the Cost Analysis Percent of Time Output of the Pricing Analysis
Is Considered on Target by Internal Customers is Considered on Target by Internal Customers
95% 100% 100%
- 90% 95%

80%

60%
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Finance stakeholders suggested several skill and knowledge gaps
and issued the following requests

Selected Survey Comments Skills & Knowledge - Importance & Effectiveness
 More interaction with the
mer ital/Hi
custome No Involvement Not Important Important Vllr%allowt%rr]mlty
» Even more partnering with the | | P
organizations Leadership _- |
* Better communication and _ ] | |
effectiveness of communications Risk Management Strategies | m—
* Increase communication of the _ ] |
budget and the budget process Cross-Functional Teaming _|—
* Ensurea c_Iear uno_Ierstandmg General Business Acumen [
and compliance with roles 7_|
between CFO, Project Controls, Strateqic Thinki d Analvsi
and Program Controls fategic thinking and Analysis _|-
» Work with most Sr. Management ot
it NegOtation .|
to help them understand critical J i | N
business needs, and then to Financing Stratedies
more effectively influence their Y Y —————
budget_alloca_tlon decisions as a Importance Needs Major Falls Short of Average, Gets Strong
strategic business partner P Improvements expectations the job done Performance /
instead of them ending up using B Effectiveness Exceeds
a Peanut butter spread expectations
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Compliance Management

Y12's external audit fees are highest, but its audit cycle time is low

External Audit Fees per Y12's Revenue ($) Elapsed Time in Days

158,000 158,000

126
.
10 |
23 20
29,113
0 - NNSA-Y12 Site Min Site Med Site Max
Opening to field completion ® Field completion to report
NNSA-Y12 siteMn WM stemed [} Site Max

Percent of total assets (in monetary value audited

100% 100% annua"y Not Answered 83%
Extent finance utilizes self-assessment control .
0
5% reviews as an alternative to internal audit Lot i
Computer-based a_udlt profile models used to identify Medium Low
locations/ transactions for audit
Extent that internal audit works with the transaction . .
. Medium Medium
processing teams
Not Answered Opening to field completion — audit days 23 days 20 days
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Treasury Management

Y12 reported the most bank accounts, but its bank fees are low; Cash
management automation is 100%, and the process is error free

Bank Accounts per Y12's Revenue Annual Gross Banking Fees ($) per Y12's Revenue

23 23 143,445

42,467 42,467

. Site Med . Site Max

Cash Management Best Practices NNSA-Y12 Site Top
Performer

Percent of cash management's fund inflow and outflow
transactions require correction

1 -

NNSA-Y12 Site Min

0% 0%

Percent of cash transactions automated through electronic

0, 0,
linkages of local and remote sites A s
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NNSA - Y12 Costs

Compared to the lowest cost component across the Sites, Y12 spends
$5.9 million more annually ($1.8 in alternative financing/ Other costs)

Finance Cost Differences (in $Millions)

Finance Processes

Gap to Site Top
Performer (in

Accounts Payable

Travel & Expense
Customer Billing
Collections

Cash Application

Fixed Assets
Intercompany Accounting
General Ledger

Cost Accounting

External Reporting

Tax Management

Cash Management
Compliance Management
Planning and Performance Management
Business Analysis
Function Management
Total Process Costs
Technology Cost

Other Cost

Total Finance Cost
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0.4
0.2
0.2
0.1
0.1
0.1
0.3
0.5
0.2
0.2
0.1
0.1
1.7
0.2
0.2
11
5.5
1.0
2.2
8.7
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0.1
0.1
0.0
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0.0
0.1
0.1
0.1
1.1
0.1
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0.9
3.6
0.4
1.8
5.9
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Y12 Finance Recommendations

» Y12 has achieved strong levels of Finance efficiency and effectiveness. Select opportunities exist:

= T&E: Y12 should seek to identify and reduce the causes of its T&E 30% error rate and $12.73 cost per T&E report.
Specifically, explore the need for 2.6 T&E FTES at an average of $75,000+ annually given T&E transaction processing
is 100% automated.

= Cash Application: While 52% of Y12's cash remittances are received electronically, the automatic cash application rate
is 0%. Target additional transaction automation (currently 48% manual) and the implementation of technology required
to gross-post remittances automatically to customer accounts via electronic data interchange (EDI) or a web-based
application from bank to improve efficiency and reduce cash remittance cycle time. Additionally, Y12 should seek to
improve its ability to track and reduce the primary issues resulting in adjustments and customer disputes (currently
low)

= Customer Billing: Evaluate drivers contributing to the high customer billing transaction costs and longer cycle times.
With 100% billing automation, it still requires two $75,000+ FTEs to support the process and 7 days on average to
generate and distribute a customer invoice. It is currently unclear why transaction costs are over $74 per invoice and
higher than most Sites given the data and best practices reported, so further analysis is suggested.

= Look for opportunities to expand the ‘role of Finance’ while optimizing the staff mix and resource allocation against
Y12's vision of the Finance organization to drive improvement in the following:

= |ncreasing focus on planning and strategy processes and value-adding activity (only 9% focus today)
= Closing the gap on Y12's Finance stakeholder perceptions of Finance:
= Administrator (36%); Valued Business Partner (12%)

= Skill set and knowledge gaps in key areas like communication, leadership, and cross-functional teaming,
and planning and forecasting
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Appendix

= Stakeholder Survey
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Finance Stakeholders rate several key service offerings at or below
average

Importance & Effectiveness by Service Offering

No Involvement Not Important Important Vital/Highly
T | | Important

Planning

Compliance Management

Business Performance Management

Business Analysis

Accounting & External Reporting

Cash Disbursements

Revenue Cycle

Treasury

i

Tax Management

Importance Needs Major Falls Short of Average, Gets Strong Performance
B Effectiveness Improvements expectations the job done e>/< Eé(ég%c(i)sns
D
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Stakeholders perceive Finance’s performance in most of these areas
just below “Average / Gets the Job Done”

Performance of the Finance Organization

Strong perform.
| Excels
expectations

Average/ gets
the job done

Falls short of |
expectations

Needs major
improvement

Staff Capabilities  Business Organiz. Mgmt. of  Effectivenessof Customer  Innovation in Internal
Communication Alignment suppliers' Policies & Service  Strategic Vision Partnership
performance Proc's. Orientation orientation
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Finance’s business, compliance, and problem solving skills and
knowledge were rated ‘average’, while others areas are slightly below
Skills & Knowledge - Importance & Effectiveness

No Involvement Not Important Important Vital/Highly
_ | | Important
T O |
. |
It U SO e BN S S |
. | |
PN Ce U Nl AU
: | |
PO CaSling |
2 |
Control Complian Ce Strate gl Y GO
. | |
ANy tCa PO SOV N
2 | |
Planning and P10t Mana g N
- | |
e - | — |
|
Importance Needs Major Falls Short of Average, Gets Strong Performance /
B Effectiveness Improvements expectations the job done Exceeds expectations
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Nature of Finance’s involvement by activity

Nature of Finance’s Involvement by Activity

Timely and accurate management information 33% 17%
Planning and budgeting 31% 21%
Balance of controls and efficiency 18% 31%
Cost reduction efforts 19% 22%
Ability to deliver timely and accurate forecasts 19% 29%
Improvement of business processes 20% 27%
Customer negotiations and relationship management 14% 46%
Supplier negotiations and relationship management 9% 51%
New product development 1 70%
Mergers, acquisitions, divestiture 2 82%

Proactive W Reactive W Limited No involvement
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.S
Stakeholder Suggestions / Comments : Start/ Stop

Representative Suggestions / Comments
Start:

= Plan more effectively. Eliminate the "crisis de ‘jour”

= |ncrease communications within functional areas that address solutions to the achievement or satisfaction of strategic
objectives

= Provide better detail on prior years actuals and use them as a basis for realistic budgets.
= Stop using last years budget with cuts to meet arbitrary targets
= Streamline their processes

= Be able to identify what crafts the customer is buying per division and customer and craft and sub-crafts. Everybody is
saying they are paying for 10 electricians and it turns out they are sharing the 10, if not we would have 400 on the payroll
instead of 220

= Even more partnering with the organizations

= Continue its record of responsiveness as it has shown with its dealings with our organization

= Increase communication and interaction between Finance and the receiving customer at the plant
= |ncrease help in forecast of staffing and out year budgeting

= Need to do all they can to help operating organizations keep the budgeting operation from being a crisis that must be
solved without nearly enough information

= Listen to their POC that they have assigned to each division. Perform more aggressive efficiency evaluations on their
operations. Several of their systems need to be streamlined

= Improve teaming and work with customer to develop creative ways of funding instead of being forced to fund as the
individual customer's opinion dictates
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.S
Stakeholder Suggestions / Comments : Start/ Stop

Representative Suggestions / Comments
Start:

= More interaction with customer

= Determine support requirements for organizations and staff them appropriately. Some organizations need more support
than currently is available

= Improve the Financial Configuration Control Board process. When a business rule is shown to be counter productive to
efficient business processes, we need quicker debate and disposition

= Better communication and effectiveness of communications. More collaborative and participative in finding creative ways
to meet objectives

= Better integration of budget, manpower and cash flow requirements in advance of the fiscal year

= Listen to those they serve. Ask what do you need to perform you tasks. What can we do to help? Pay suppliers on time. Do
not attempt to use a one size fits all approach for all departments to make your own job easier. Be willing to adjust to
different needs from different departments that have very different processes. Always do customer surveys. Ask how are
we doing often

= Strategic thinking, innovation and communication

= Run the cost centers as if they were profit centers. Detailed cost reports should get reviewed with responsible
management (Programs and Execution) on fixed time frames and after the analyst has performed the initial review and
variance. Currently this is done with Programs separate from the Execution groups which indicates that two analysts could
be working on the same variance

= A better understanding of how funding flows and who has what responsibility, particular as it related to Complementary
Work funding. A web page or checklist of contacts and their roles might help
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Stakeholder Suggestions / Comments : Start/ Stop

Representative Suggestions / Comments
Start:

= The organization could share more information with employees via the company's intranet (YSource) so they can
better prepare for and support budget uncertainties and strategies. The Finance Organization already has a very
comprehensive website with information about its functions, but it could also provide information for stories and
announcements on the Y-12 homepage about efforts to secure, understand, and respond to the Y-12 budget
received from Congress

= |mprove timeliness in responding to customer requests

= |nvolve the STR's more in the invoice process. There are invoices that get paid and the STR is only involved if there
is a problem. The involvement by the STR would strengthen the STR's ability and knowledge of handling the
contract

= Provide more support in purchasing/acquisition and in contract reconciliation with contractors
= Become more visible and let people know what capabilities are
= Consistent communications that customer organizations can understand

= The staff of the finance department needs to actually understand the mission and the importance of the overall
project. We all want to come in on budget for our programs. In my experience the staff for the finance group does
not always understand the amount of labor and materials that will be required to complete a project in a short amount
of time

= |ncrease communication of the budget and budget process.

= Program some SAP features that are usable from the project manager view-point. It's too difficult to go into that
monster to retrieve basic data on monthly project cost and budget. It should push basic info to managers
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Stakeholder Suggestions / Comments : Start/ Stop

Representative Suggestions / Comments
Start:

= Hiring someone who is fresh out of college with a finance degree and start mentoring them and getting them on
board with our future. There is a person working with a finance degree (who is a temp employee) who works in the
Resource Center 9201-3 and inputs time and he has a greater knowledge of finance than inputting time. He has bid
on a lot of finance jobs (external), but has not received a job. He would be a great asset to the finance organization
and future of Y-12

= Equip supervisors with more knowledge of the budgeting process

= Work with most Sr. Management to help them understand critical business needs, and then to more effectively
influence their budget allocation decisions as a strategic business partner instead of them ending up using a Peanut
butter spread

= Demonstration of leadership principles and greater stakeholder engagement

= Provide analysis and trending of various budgets to be used in developing budgets and forecasting realistic funding
requests. Develop strong justification for and obtain additional funding for woefully inadequate allocation of funds for
operating and maintaining an aging infrastructure

= Process paperwork such as BCPs faster, electronic signatures; process and transfer funds to capital faster
= Better communication

= Better communications re budget constraints and helpful aids in how to meet these constraints. Better negotiations
to provide needed funding. More involvement of line management in decisions re funded / not-funded projects

= Distributing out a newsletter letting employees know how funding is for our areas
= Communicate more with Production, Managers, and Line Management. | really have no idea of what Finance does
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.S
Stakeholder Suggestions / Comments : Start/ Stop

Representative Suggestions / Comments
Start:

= Recognize the needs of the Production function and provide a more efficient and focused interface. The current
financial model causes undo work and inefficiency on the part of line management. They do not have a customer
focus that views Production as a customer. B&W Y-12 is a very "Stove-piped" organization with a high lack of Team
work

= Ensure a clear understanding and compliance with roles between CFO, Project Controls, and Program Controls

= | have worked with the Finance Organization on a limited basis within the last 19 years. They are extremely
responsive to my requests. | believe requesting input on performance is an excellent feedback tool for them to use
to enhance the quality of service

= Communicate financial expectations to mid level managers in an easily understood format that does not require an
accounting or financial management degree

= | spent a lot of time thinking about this question and question 7 with no ideas. The finance system appears huge and
complicated with too much data to manage. It needs to be simplified, but I don't know how to approach the problem

= Produce an accurate budget that understands the nature of the work and correctly allocates resources and
manpower to the appropriate organization, and that then assists the managers in anticipating changes and
opportunities as the year goes along

= Set up a new work estimating capability that is fast and efficient and can turn estimates around as quickly and
accurately as the private sector can

= Evaluate risk taking along with strategic goals of the organization to achieve the overall desired outcome
= Communicate and be more flexible to tailor reports/data to meet customer needs
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Stakeholder Suggestions / Comments : Start/ Stop

Representative Suggestions / Comments
Stop:
= Stop short turn around requests to meet its needs. Stop creating fictional budgets to meet politically correct and
unrealistic goals
= The use of acronyms
= Stop producing "high" level reports and produce something for the manager to use as a tool to manage his budget
= Sometimes limited to canned reports set up for finance not for managing projects and orgs
= Need to quit implementing systems like the P-card that only makes their job easier, not ours
= Communicate plans and work in a more team oriented manner

= Rethink all aspects of Overhead and/or burden charges. Try to reduce the complexity of the multitude of "overhead
keys." Challenge all business rules - Is this business rule necessary? Does this business rule help an angle,
responsive, compliant, and high quality operation

= Need to find efficient ways of meeting constantly changing demands of customer finance organization

= Stop running multiple budget/staffing models, and set a standard process for budget and staffing development to allow
some learning curve savings to take place

= Stop making rules without considering the needs of the groups they service.
= Stop dictating

= Notifying me of every cost transfer that has been approved. Since | am not normally in the loop to approve or
disapprove this merely clogs my inbox. On the transfers that | have requested those notifications are useful

= Minimize short lead times for responses from the field wherever possible
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.S
Stakeholder Suggestions / Comments : Start/ Stop

Representative Suggestions / Comments
Stop:

= Really make sure a data call is necessary before requesting. Many hours are spent gathering budget data and putting
impact reports together, only to see these requirements change in a very short period of time, or another similar call
follow right behind it

= Not supporting project team positions in discussions with contractors
= Micromanagement / justification of account expenditures

= Communicate often. Even if everything is going according to plan, touch base with your project managers daily if
possible. This small amount of effort will pay off because any unexpected labor or material costs will be conveyed
early on

= | think they are doing things that absolutely need to be done and there is very little wasted effort or misplaced effort. |
don't know how they should do it, but again they need to somehow influence strategic decisions more with Sr.
Management

= |ts needs to start first

= Modify the low bid policy to more easily disqualify poor performing companies. With the decreasing funds and
personnel resources available we do not need to waste money on contractors who do not perform. Even if the
company has to provide a product that meets a particular standard it takes valuable resources to manage this effort

= Stop having long queues at certain times of the year to process paperwork

= Reduce restrictions and divisions on funding. Allow more flexibility in reallocating funds where needed
= Needs to ask the front line managers and supervisors for input on priority spending

= Complicating the process and using software that is inefficient and hard to use
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.S
Stakeholder Suggestions / Comments : Start/ Stop

Representative Suggestions / Comments
Stop:
= Get more involvement with Budgets from Line Management
= Don't spend time attempting to make programmatic decisions
= Putting out reports that make no sense to mid level managers

= Minimize the number of approvals and the laborious, time consuming process that must be gone through to procure
anything.

= Stop using P&l estimates from people who have no plant knowledge and therefore no idea what is involved in doing a
specific job or accomplishing a specific work scope

= Stop creating procedures with its own objective first.

= Thatis, a procedure and process should be what fits the organizations needs and efficiencies and is compliant with
the requirements of the finance organization. It should not be something that meets all the checks and balances and
then the organization has to figure out how to fit in the process

= Thinking the current process can't be improved
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Stakeholder Representative Quotes

Representative Comments
= There are some excellent, knowledgeable members of the finance organization - better planning would make them more
available to contribute their special skills to the organizations that could benefit from them
= They have good people, they need to ensure that the customers and service organizations are on the same page
= There are some outstanding stars in the org.
= Better planning

= The finance organization can be a major enabler in meeting our strategic business objectives and an important
participant in business decisions. | don't see this in the current organization

= |t seems there are too many data calls. There are numerous times when information is provided about budgets / budget
impacts and no feedback is given. One wonders if the efforts to produce such reports and data are even looked at

= Greater involvement of stakeholders and better communication
= Make data reports easier to generate on the red side

= | would like to know what sources of information regarding Finance and who are the contacts should | have questions or
concerns to share

= Few in finance seem to have any understanding of the work we do and what is involved and required to do that work

= Finance needs to communicate what their organization is required to do to support the factory-educate. It is one of our
best kept secrets
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Appendix

= Additional Process Metrics
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Transaction processing — FTE count

FTEs per Billion of Revenue

154

2.9
2.0 2.0 2.0 2. 0
1.4
0.8 0.7 . 11y, 9
o[l o °1I l -

AP T&E Customer Billing Collections Cash Application Fixed Assets Intercompany ~ General Ledger ~ Cost Accounting External
Reporting

NNSA-Y12 Site Min B Site Med B Site Max
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Transaction processing — process cost

Process Cost as a Percentage of Revenue

if;:;‘: ;;Z\éilsi‘ Customer Biling |  Collectons  [Cash Application | Fixed Assets lngggﬂ%igy General Ledger | Cost Accounting REJFE::;

NNSA-Y12 0.041% 0.020% 0.015% 0.006% 0.007% 0.010% 0.030% 0.046% 0.018% 0.021%
Site Min 0.032% 0.015% 0.001% 0.001% 0.001% 0.007% 0.000% 0.007% 0.016% 0.008%

= Site Med 0.041% 0.020% 0.012% 0.006% 0.009% 0.012% 0.004% 0.046% 0.026% 0.021%
m Site Max 0.115% 0.041% 0.023% 0.012% 0.011% 0.044% 0.030% 0.063% 0.081% 0.062%
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FTEs per billion of revenue

Control & Risk Management FTEs per Billion of
Revenue 17.1

11.8
T
3 33
1.3 1.3 14
0.8 0.8
Tax Management Cash Management Compliance Management
NNSA-Y12 Site Min ® Site Med B Site Max
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Control & Risk Management

Process cost as a percent of revenue

Process Cost as a Percentage of Revenue

— _—

Tax Management Cash Management Compliance Management
NNSA-Y12 0.012% 0.006% 0.161%
Site Min 0.001% 0.002% 0.051%
= Site Med 0.013% 0.007% 0.116%
m Site Max 0.017% 0.024% 0.190%
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FTEs per billion of revenue

Planning & Strategy FTEs per Billion of Revenue

144

13.0

5.2
2-3 2.1
11
07 0.9
Planning and Performance Management Business Analysis Function Management
NNSA-Y12 Site Min ® Site Med B Site Max
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Process cost as a percent of revenue

Process Cost as a Percentage of Revenue

Planning and Performance Management Business Analysis Function Management
NNSA-Y12 0.023% 0.021% 0.103%
Site Min 0.015% 0.010% 0.017%
= Site Med 0.087% 0.066% 0.070%
m Site Max 0.145% 0.150% 0.103%
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Tax Management

Tax Management

Effective Tax Rate Allocation of Analyst Time for Tax Reports

6% Site Max 50% 50%

Site Med 45% 55%

Site Min 25% 75%

NNSA-Y12 30% 70%

Not Answered 0% _ ) . .
Collecting / Compiling Data~ ® Analyzing Information

. Site Med . Site Max

NNSA-Y12 Site Min

Standardized policies and procedures for tax management across

uniits High High

Percent of tax returns are filed on time 100% 100%

Percentage of tax payments made on time 100% 100% 11

Up front |nvplvement of tax. §taff in providing counseling services Medium High

on new business opportunities 4
Automatically prepare state/local/federal returns using a None High

consolidated database
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Contact Information

For questions on this material or any of Hackett’s
services, please contact:

Christy Higgins

Account Director

415.440.2026
chiggins@thehackettgroup.com
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+1 866 442 2538

Email: info@thehackettgroup.com
www.thehackettgroup.com

The Hackett Group: Atlanta Office

1117 Perimeter Center West, Suite N — 500, Atlanta, GA 30338,
+1 866 442 2538

+1 770 225 3600

The Hackett Group: Frankfurt Office
Torhaus Westhafen

Speicherstral3e 59

60327 Frankfurt am Main

+49 69 900 217 0

The Hackett Group: London Office
Martin House

5 Martin Lane

London EC4R ODP

Phone: +44 20 7398 9100
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