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Intercompany
Inefficiencies

a Month a Year

There is not enough discussion on the topic of
intercompany. In fact, in the context of SSO/GBS
there is very little intercompany-related research
to be found. Considering that our recent

survey indicated one month’s worth of work is
“wasted” every year on intercompany process
inefficiencies, this topic certainly deserves more
attention.

Many SSO/GBS already perform intercompany
work as part of accounting and the closing
cycle. In the context of the overall trend towards
integrating end-to-end processing, almost half
the companies surveyed plan to move more
work into SSO/GBS and approximately 20%
have a dedicated Global Process Owner (GPO)
responsible for these activities. For SSO/GBS,
intercompany (as part of the Record-to-Report
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end-to-end process) is, therefore, a growth area
with significant optimization potential.

One of the main challenges in intercompany is
the dispersed ownership between accounting,
controlling, Shared Services and tax. It can be
hard, our research confirms, to find an “owner”
or responsible party to act as a project leader or
buying center to drive improvements. This is why
an SSO/GBS-driven approach leveraging a GPO
can help.

Apart from proper governance (ownership and
policies) technology plays a key role in solving
the intercompany issues at the root of lost
time and lost money. Intercompany experts
understand this: 85% of them expect artificial
intelligence (Al) to be part of the solution.

Syazana Lim
Lead Research Analyst,
SSON Research & Analytics [

© SSON Research & Analytics 2024


https://www.linkedin.com/in/tom-olavi-bangemann-6091591/
https://www.linkedin.com/in/tom-olavi-bangemann-6091591/
https://www.linkedin.com/in/barbara-hodge-702b255/
https://www.linkedin.com/in/barbara-hodge-702b255/
https://www.linkedin.com/in/syazanalim/
https://www.linkedin.com/in/syazanalim/

SST M research & aNALYTICS

Table of Contents

Introduction

The Size of the Challenge:

Intercompany Inefliciencies Seale with Growth

The Demographics Underpinning this Report

Volume of Intercompany Transactions Reflects Scale of Problem
Trade Drives Intercompany. but Services are Significant
Productivity of Workforce Varies

Lack of Clear Ownership Makes Solving Intercompany Elusive
Nearly o(0% Planning to Centralize Intercompany Work
Reality of Multiple ERPs Requires a Solution

Few Yet Making Use of Dedicated Technology

Governance Lagomng for Large Seoment of the Market

70 Handling Pricing with Manual Component

Market Wants Al-based Solutions

Time to Close & Imbalances are Major Concerns
Transactions are the Root of all Problems

A Problem to be Solved

A Month a Year Spent on Intercompany

Manual Processing Lacks Transparency and Leads to Disputes
Too Much Time Spent on Resolving Disputes

Address Imbalances Now - 1t will Only Get Worse as You Grow
779% Plan to Address Intercompany

Take the First Step to Improving Intercompany Performance

Summary

Bl - &N oo

n
12
13
Is
16
17
18
19
2
1)
U
20
2
JA
JA]
0
I

The Hidden Costs of Intercompany Inefficiency

Authors

Tom Bangemann

Head of Data Development
& Research

SSON Research &
Analytics [

Tom is Head of Data Development and
Research for

SSON Research & Analytics, and previously
worked at The Hackett Group for 19 years.

He is a senior analyst and advisor with
profound experience in delivery, sales, business
development and international consulting
practice leadership. He is also a subject matter
expert for GBS, benchmarking and KPI models.

Barbara Hodge
Global Editor
SSON Research &
Analytics [}

Barbara is the Global Editor-In-Chief at SSON
Research & Analytics and is responsible for
SSON Research & Analytics’ global content -
including specialist reports - which cements
SSON's position as the most trusted resource
for practitioners around the world. As the voice
of SSON R&A, she ensures the content reflects
current trends and opportunities to help SSO
leaders continuously drive performance.

Josh Matthews
Global Membership
Director

SSON Research &
Analytics [

This report is part of SSON Research & Analytics’
Research Insight Report series — detailed and
insightful reports based on survey data that highlight
not just the current market status, but offer candid
insights from experienced practitioners, and
actionable solutions.

For more information on how to become a premium
subscriber to SSON Research & Analytics, and gain
access to monthly Research Insights Reports + data
tools, please contact Josh Matthews at

Josh.Matthew@sson-analytics.com.

© SSON Research & Analytics 2024

3


https://www.linkedin.com/in/josh-matthews-659062147/
mailto:Josh.Matthew%40sson-analytics.com?subject=Research%20Insight%20Report
https://www.linkedin.com/in/josh-matthews-659062147/
https://www.linkedin.com/in/tom-olavi-bangemann-6091591/
https://www.linkedin.com/in/barbara-hodge-702b255/
https://www.linkedin.com/in/tom-olavi-bangemann-6091591/
https://www.linkedin.com/in/barbara-hodge-702b255/

4

The Hidden Costs of Intercompany Inefficiency

>

SST Y researcH & aNALYTICS

Introduction

Over the past decade, intercompany
processes have been brought into the
spotlight through a combination of
new governmental mandates around
e-invoicing, a focus on transfer pricing
by regulatory authorities and the
growing complexities of global supply
lines. This has caused technology
vendors to follow, offering solutions that
solve the root cause of inefficiencies:
the disparate systems and lack of
standardized data that characterize
large-scale multinationals. And yet, the
challenge of getting all these complex
and often wide-ranging activities under
control is enormous. While the benefits
of stemming leakage and saving time
are significant, each company has
different priorities or pain thresholds

— which means some can live with sticky
processes for a while, while others are
galvanized into action.

The regulations that emerged in the
2000s drove transparency across many

© SSON Research & Analytics 2024

operational activities that otherwise

flew under the radar. But while
Sarbanes-Oxley forced compliance upon
enterprises, intercompany is still an
eight-headed Medusa that is difficult to
contain — made more complex by legacy
data platforms, inconsistent processes,
and incompatible technologies. Many of
these problems require fixing first before
integrations can yield results.

Certain industries have significantly
more activity to manage (or worry
about) than others when it comes to
transfer pricing. Pharmaceuticals, for
example, or automotive, where materials
are made in one place, transferred to
another, and assembled elsewhere. Such
organizations are under pressure to get
their house in order and comply with
increasingly strict regulations.

This report draws on a survey of finance
practitioners to identify common
hurdles to more effective and efficient
intercompany activity — but also to

highlight opportunities to improve the

intercompany process. The benefits of
doing so extend far beyond cost, into
streamlined accounting, tax synergies,
closing books on time, and greater
transparency over intercompany
transactions.

For an organization to truly succeed
with intercompany requires good
processes and the right technology. In
addition, enterprises must make efforts
to integrate accounting with its “distant
cousin” taxation, to create a more
synergistic environment.

At a time where insights equal power,
and digitization is flattening the playing
fleld for multinationals, it's time for
activities like intercompany, which still
lag behind the wave of optimization
sweeping through finance, to catch
up. The drag on overall performance is
simply no longer acceptable.
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The Size of the Challenge:

The Hidden Costs of Intercompany Inefficiency

Intercompany Inefhiciencies Scale with Growth

Intercompany is a simple word that encompasses a highly
complex topic. Most enterprises are still far from successful
in this area, attributable perhaps to the vast amounts of
data required to transact, the often large numbers of entities
incorporated in modern multinationals, and the lack of

an internal champion with both ownership and influence.
The degree of internal collaboration required to address
intercompany is reflective of any large-scale transformation.
And while there has been significant discussion around
optimization, few organizations are brave enough to tackle it
head on, faced with so many internal hurdles.

Fact is, while accounting lies at the heart of intercompany
transfers the tax dimension is significant, with most
organizations having too little liaison between the two. And
approaching intercompany from an accounting perspective
is simply not enough: what's needed is an equivalent taxation
perspective. Nothing short of revolutionary change will
shift this. And that only gets the green light if (and when)
intercompany is out of control. Control, in fact, is becoming
a determining factor. The pandemic created enough upset
to place “risk minimization” center stage. Intercompany can
position itself as today's hero in de-risking the supply chain.

The survey data confirms the current perception of
intercompany as being in need of a fix, but also highlights why
this is so often not on top of executive agendas — but it should
be. It also clearly points to the fact that while intercompany
may start as a small problem that can be overlooked, as
businesses grow — and they all grow! — this problem grows
with it, affecting core performance indicators around closing
the books, imbalances, and tax owed.

This research identifies the challenges that are adding cost
and time to intercompany processes, where to focus your
attention to drive improvements, and why intercompany might
be best served from within a Shared Services/GBS model.

The following pages will dive into each of these.

© SSON Research & Analytics 2024
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The Demographics

uW&‘kPINMNé
this Report

This report is based on a Q1 2024 survey of intercompany practitioners who
serve the office of the CFO. Responses came mainly from Shared Services
and Finance and Accounting, but also the Controller's office, Tax, and
Treasury — reflecting the gamut of CFO-supporting functions.

Most (60%) responses came from enterprises with USS2BN+ annual revenue
but the data also reflects Small and Medium-Sized Enterprises, confirming
the fact that irrespective of size most entities are struggling with the same
challenges. Many respondents have large numbers of legal entities (70%
have more than 30) reflecting the complexity of their internal ecosystem

— the more entities, the more complex the trading relationships become
across countries and currencies.

We also found that as companies achieve their goal of revenue growth, the
number of legal entities tends to grow as do the number of intercompany
transactions dealt with every month. In addition, the bigger the enterprise
and the greater the number of intercompany transactions, the more likely
these tend to be trade- rather than service-related.

The Shared Services model is proving effective in managing large scale
transactions: of organizations managing more than 5,000 intercompany
transactions per month (82% of which cover 50+ entities), nearly 70% do so

through Shared Services.

© SSON Research & Analytics 2024
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Volume of Intercompany Transactions Reflects Scale of Problem

The volume of transactions for any given intercompany activity provides an indication of the potential, or real, scale of the
problem. The greater the number of transactions, the greater the opportunity for errors, delays, and a drag on monthly close

NUMBER OF TRANSACTIONS PER MONTH VERSUS SIZE OF ENTERPRISE

Size of enterprize: © <750M @ US$750M - US$2B @ US$2-USS10B @ USS10B+ @ NOT FOR PROFIT

67% 17% 0% 0% 17% 17% 50% 33% 0% 0% 0% 38% 63% 0% 0% 9% 18% 18% 46% 9% 19% 0% 14% 67% 0%

Al

<100 100-500 501-1000 1001-5000 5000+

Number of intercompany transactions per month

Even for companies managing only between 100 and

AS revenue grOWS lntercompany 500 transactions per month, 2/3 believe intercompany is
prﬂcessulg l'ﬁqllll'ﬁS More resources “a growing problem.” Our research indicates that roughly

60% of respondents do more than 1000 transactions
‘ :

a month, and 40% more than 5000. Each of these
transactions reflects a granularity of data that can
quickly overwhelm a process if there is a requirement
to dig deeper, to get to the root of the problem. Such
large volumes can create an escalating problem

in an environment that is prone to rework. In large
organizations the volume of intercompany transactions
can easily translate into tens of millions of dollars. And

even for smaller organizations that may not believe they
have a problem right now, as the business grows and
intercompany transactions grow with it, any issues that
are not resolved now will only become a bigger headache.

© SSON Research & Analytics 2024
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Trade Drives Intercompany, but Services are Significant

For most enterprises surveyed, trade makes up the lion's WHAT PERCENTAGE OF YOUR INTERCOMPANY IS
share of intercompany processing (57% say trade drives TRADE (GOODS) VS SERVICES (CHARGEBACKS)?
more than half of their intercompany work). However, the
remaining 43% are largely services-led — e.g., consulting, s 100%
licensing agreements or Shared Services reimbursements. 75100% is Services related
The data shows, in fact, that services make up a vital Trade related
component of intercompany work. This is significant as A
trade tends to be fixed to structure (plants, etc.), while ;f:dljremed
services offer some flexibility in terms of point of origin and oo

1-75% is

where they are delivered, and thus provide some space for Trade related

25-50% is

maneuver. Trade related

Another point to note is that the pandemic drove some
verticalization of supply chains, where companies whose
supply chains had become locked up pivoted to delivering
goods and services to themselves, i.e., making their plants
their suppliers, and thus impacting intercompany in an
unexpected but lucrative way.

@%@ Trade makes up the lion's share of intercompany processing™

© SSON Research & Analytics 2024
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Productity of Workforce Varies

The data shows a broad distribution of FTEs for intercompany HOW MANY FTES WORK IN/DEAL
work whereby the number of Full-Time Equivalents FTEs WITH INTERCOMPANY?

engaged in intercompany work is generally positively
correlated with company size, reflecting the current
efforts, considering most organizations are still relying on
spreadsheets / ERP systems or a combination of both.

Smaller companies with less than USS750M in revenue

manage their volume with few people, but as company size ?(:z’ ﬁ?:/"
increases the number of resources required can quickly spiral, " ooo . ‘
especially when we consider the requirement on finance, tax, ﬁii* ' " ”Pi )\T ﬁf
Shared Services etc. In our research, 15% of organizations 0% s LAY

confirm at least 50 FTEs working on intercompany.

It's also interesting to compare efficiency given that varying numbers of FTEs appear to support large scale transactions of
5000+: 41% manage with fewer than 25 FTEs, and 59% with more. This highlights varying levels of productivity based on
technologies, internal synergies, and processes.

NUMBER OF FTEs WORKING IN INTERCOMPANY VERSUS NUMBER OF INTERCOMPANY
TRANSACTIONS PER MONTH

Number of FTEs working in intercompany: © <5 @5-10 @11-25 @26-50 @ 50+

100% 0% 0% 0% 0% 67% 17% 17% 0% 0% 44% 22% 22% 11% 0% 18% 18% 27% 36% 20% 5% 23% 14% 23% 36%

<100 100-500 501-1000 1001-5000 5000+

Number of intercompany transactions per month

Given the scale of volume in the 5000+ segment, it's interesting to note that 5% are still managing their processes through
spreadsheets primarily, while 36% are relying on ERP. The rest use a combination of systems. As volume increases, manual tools
are not sustainable.

The data also points to more than 11 FTEs involved with intercompany translating to more time spent on the close. Nearly 70%
of those employing between 11 and 25 FTEs for intercompany work spend more than two days a month on this activity.

© SSON Research & Analytics 2024
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TIME SPENT ON INTERCOMPANY DURING CLOSE VERSUS NUMBER OF
FTEs WORKING ON INTERCOMPANY

Time spent on intercompany during close:
None, intercompany is not anissue @ Less thanaday @ 1 workday equivalent @ 2 workdays equivalent @ More than 2 workdays equivalent

13% 19% 38% 6% 25% 0% 30% 10% 20% 40% 11% 0% 0% 22% 67% 11% 0% 17% 28% 44%

<5 5-10 11-25 26+

Number of FTEs working on intercompany

As revenue increases, we see a necessary shift from spreadsheet/manual activity towards dedicated software to
accommodate volume. The data shows more organizations managing 5000+ transactions through third-party software
than through spreadsheets.

TECHNOLOGY USED TO MANAGE INTERCOMPANY VERSUS NUMBER OF INTERCOMPANY
TRANSACTIONS PER MONTH

Number of intercompany transactions per month: = <100 @ 100-500 @ 501-1000 @ 1001-5000 @ 5000+

Speadsheets Dedicated third party intercompany software

© SSON Research & Analytics 2024
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Liack of Clear Ownership Makes Solving Intercompany Elusive

WHO IS ULTIMATELY RESPONSIBLE FOR INTERCOMPANY AT YOUR ORGANIZATION?

40%

30%

23%

20%

Shared Services
Center / Center of
Excellence

Separate process
owners for parts of
the process/spread
across departments

(Finance, Tax,
Treasury)

The efficiency of business services
depends to a large extent on
centralization and standardization.
Our research confirms roughly

20% of respondents are leveraging
Global Process Owners (GPOs) for
intercompany work, and nearly 1/3 are
operating through a centralized Shared
Services model. This approach works,
precisely because it offers a clear line
of accountability, control, and
decision-making.

21%
11%
We have a Owner for
Global Process Intercompany
Controlling

What's concerning is the fact that 40% of
respondents are missing this clarity and
control, with separate process owners
for different parts of the process, often
spread across different functional
departments. Many are operating in
silos, with no clear ownership, and
clearly very little centralization. This
lack of accountability can quickly

spiral out of control and solving this
becomes difficult given the lack of clear
ownership.

1%
4%

No one department Other

/ person owns
intercompany

The Shared Services model has proven
effective in managing large scale
transactions: of the organizations
managing more than 5000
intercompany transactions per month
(82% of which cover 50+ entities), nearly
70% do so through Shared Services.

© SSON Research & Analytics 2024
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Nearly 50% Plannmg to Gentralize Intercompany Work

ARE YOU PLANNING TO MOVE MORE INTERCOMPANY WORK

INTO SHARED SERVICES IN THE COMING YEARS?

No Change

No

Given the trend already shown in the previous chart, it's

no surprise that more companies are moving towards a
centralized model for intercompany process execution.
This reflects globally recognized best practices in providing
business support services through a Shared Services
model and indicates that efforts are underway to optimize
intercompany through process control and more effective
technologies. We see this trend across all organizations, no
matter the size.

Yes

Nearly half of those surveyed plan to move more
intercompany work into Shared Services, and those that
already manage this activity through Shared Services have
no plans to change this. Given this as the optimal sourcing
approach, the more organizations grow (e.g., by revenue
or acquisition) the more important process efficiencies
and technology become as a means to effectively handle
intercompany.

6b

More companies are moving towards a centrahized model
for tercompany process execution”

© SSON Research & Analytics 2024
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HOW MANY ERP INSTANCES DOES YOUR ORGANIZATION USE?

1 @25 @610 @10-25 @25+

Similar to the overall volume of intercompany transactions,
the scale of the problem is also demonstrated by the fact
that nearly 80% of organizations are grappling with two or
more different ERP systems. As companies grow and expand,
often through acquisitions, the number of ERP systems can
balloon to dozens. This translates to enormous complexity
in the business, with each ERP operating slightly differently
to the other, impacting efforts (and time taken) to close the
books. However, this problem is not new nor is it specific to
intercompany activity. Many specialist technologies have
emerged that deal with the status quo by bridging the

gaps successfully.

We also see the more instances of ERP are in place, the

more time is spent on intercompany during the close. And

as the number of ERP systems increases (e.g., through
acquisitions), the more frequent the disputes, which impacts
close. In addition, the more ERPs in place (i.e. the bigger
companies get), the more time it takes to resolve disputes

— up to a week or more — as we see more variability across
intercompany processes.

© SSON Research & Analytics 2024
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NUMBER OF ERPs VERSUS TIME SPENT ON INTERCOIMPANY ACTIVITY EVERY MONTH
Number of ERPs:© 1 @25 @6-10 @11-25

15% 9% 0% 0% 15% 13% 20% 0% 31% 7% 0% 10% 38% 61% 80% 90%

O lj = N

None, intercompany Less than a day 1 workday equivalent 2 or more workdays equivalent
is not an issue

Time spent on intercompany every month

NUMBER OF ERPs VERSUS FREQUENCY OF DISPUTES
Number of ERPs: 1 @2-5 @6-10 @10-25

8% 4% 0% 0% 23% 17% 0% 10% 54% 39% 40% 10% 15% 22% 60% 40% 0% 17% 0% 40%

Never Rarely Occasionally Frequently Very frequently

Frequency of disputes relating to intercompany work

NUMBER OF ERPs VERSUS AVERAGE TIME TAKE TO RESOLVE INTERCOMPANY DISPUTES
Number of ERPs: 1 @2-5 @6-10 @10-25

15% 4% 0% 0% 15% 29% 20% 10% 46% 21% 20% 30% 0% 21% 20% 10% 23% 25% 40% 50%
||
Less than a day 1-2 days 3-7 days More than a week Varies significantly

Average time taken to resolve intercompany disputes

© SSON Research & Analytics 2024
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Few Yet Makmg Use of Dedicated Technology

WHAT TECHNOLOGY ARE YOU USING TODAY TO HANDLE INTERCOMPANY?

EE" @ )

Some combination
of all

The majority of enterprises are still relying
largely on ERP and spreadsheets to
manage intercompany. A third are relying
on their ERP systems alone. We see little
use to date of specialist intercompany
technology built to integrate and
synergize intercompany processes:
Across-the-board, the use of dedicated
technology is still relatively low. Smaller
organizations tend to use spreadsheets,
larger organizations a combination of
ERP and dedicated technologies.

The research confirms that as volume
increases, more technology is needed to
handle this volume effectively, including
more dedicated software.

33%

The Hidden Costs of Intercompany Inefficiency

27N
ferP) ERP

E:J Spreadsheets

TECHNOLOGY USED TO HANDLE
INTERCOMPANY VERSUS SIZE
OF ORGANIZATION

Dedicated third party
intercompany software

O o (B

Some combination
of all

EE" Dedicated third party
intercompany software

Size of organization
<US$ 750M

® USS750M < USS$2B

@ USS$2 - USS10B

@ US$10B+

@ Not for profit

27°N
BERP) ERP

Speadsheet

© SSON Research & Analytics 2024
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Governance Lagomg for Large Seoment of the Market

DOES YOUR ORGANIZATION HAVE POLICIES SPECIFIC TO INTERCOMPANY?

0% 100%

Yes, and we review / update them regularly 61%

Yes, but they have not been updated recently _ 28%
No, but we are in the process of creating them - 4%
No, and we don't plan to create them - 7%

Standardized and well-governed processes are

instrumental to efficiency. While the data shows S d d' d P I' .
the majority of respondents do have policies that ta“ ar lze 0 lCleS
guide intercompany and review them regularly

— that leaves nearly 40% with sub-par governance Sllpp()l't GOOd Gover“ance

processes. Policies that are not regularly reviewed or Effective intercompany processes require standardized
updated are prone to quickly becoming ineffective. policies. These policies, along with trade and service

Even more disconcerting: roughly 15% of companies agreements, lay out clear intercompany roles and

don't have any governance managing intercompany responsibilities. Policies should be implemented globally and
processes. Intercompany is too important to be should outline clear and understandable guidance, define
subject to so little governance. While technology can materiality thresholds, have clear processes for follow-up and
do a lot, solid performance must be built on solid resolution, and be reviewed and updated periodically.

policies that provide the foundation for success.

© SSON Research & Analytics 2024
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70% Handling Pricimg with Manual Component

More than 70% of respondents currently include manual efforts in setting pricing. This activity is not only prone to errors, but
updating pricing manually adds to workload and thus time.

When a business effectively trades with itself, pricing must be safeguarded through rules and regulations. Doing this through
automation is optimal — once it is set up, trading partners are identified, and rates fixed, the automation does the rest. Any
manual activity adds time and, potentially, errors. Some organizations choose to outsource this, but this entails premium pricing
and adds to cost, while ,potentially, also missing out on valuable analytics.

HOW DOES YOUR ORGANIZATION HANDLE INTERCOMPANY
PRICING AND TRANSFER PRICING COMPLIANCE?

54% 19% 9% 6% 13%

A combination We handle this Through This is Not applicable /
of manual and manually automated outsourced to Don't know
automated software third-parties
solutions

© SSON Research & Analytics 2024
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Market Wants Al-based Solutions

Artificial intelligence has created huge waves in business
services support as in many other areas. The inclusion of

Al in automation-driven technology promises significant
improvement to workforce productivity, and therefore frees

up resources for more value-adding work. The research
shows roughly 85% of respondents expecting solutions to
have Al built into them, albeit many are waiting to see proof of
concepts before making a move. Far from being suspicious,
therefore, a third of practitioners see Al as a “must have” in
modern technology solutions. They believe in the power of Al
for intercompany processing and will expect providers to react
accordingly. Education must form part of this transition.

Al is a broad term that spans many technology types. When it
comes to intercompany, an application of Al that is essential

is Machine Learning. Machine Learning can eliminate errors
and minimize variances through detection accuracy. Put
simply, it finds mechanical errors within the input data and
recommends fixes based on historical transactions. An
example of this is BlackLine's Predictive Guidance, which
provides guidance based on historical data behaviors, before
transactions get booked.

© SSON Research & Analytics 2024
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HOW IMPORTANT DO YOU BELIEVE Al
WILL BE FOR HANDLING INTERCOMPANY
TRANSACTIONS?

My business has no
plans to adopt Al
related solutions

2%

I believe Al is
a must have

| don’t understand
how Al can help
intercompany

Al has great benefits, but |
need to see / understand
it first
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Time to Close ¢ Imbalances
are Major Concerns

WHAT IS YOUR TOP CHALLENGE WITH INTERCOMPANY?

55%

51%
0%
%& in @
It adds time Large out of balances Tax related issues Write offs
to the close each month (leakage / payments)

The biggest challenge for practitioners regarding intercompany is time — in terms of time added to close the books. However,
other challenges like out of balances, tax and write offs tend to grow as company size increases. Roughly a quarter of the
market is concerned about the size of the out of balance every month and a similar segment cite tax related concerns.

The data confirms that the larger the company size (revenue) the more tax becomes an issue. Tax and write offs, for example,
are the greatest challenges for organizations above USS$10B+. Smaller organizations tend to be most concerned with time. Once
an organization grows beyond USS$2B, the out of balance becomes most prevalent.

SIZE OF ORGANIZATION VERSUS TOP CHALLENGE WITH INTERCOMPANY

Top challenge: It adds time to the close @ Large out of balances each month ~ @ Tax related issues (leakage / payments) @ Write offs @ Other

60% 10% 0% 10% 20% 33% 22% 11% 0% 33% 33% 42% 8% 0% 17% 26% 16% 16% 5% 37%
<Us$ 750M US$750M < US$2B US$2-Us$10B USS$10B+

Size of organisation

© SSON Research & Analytics 2024
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Transactions are the Root of all Problems

WHICH PART OF THE INTERCOMPANY PROCESS DRIVES THE MOST HEADACHES / PROBLEMS?

. Most 1 2 3 4 . Least
importance importance
B} b}, ¥
Balancing — Many out of balances at period end > < > < > ¢
}e }e }e/\é
Transaction Creation — not enough granular data to identify transactions s s N
}é }é }\‘/
Settlement — Not settling transactions timely causes cash management issues
> <& > & >
¥ v
All of the above - it's messy from beginning to end Ny Ny

~ ~

The part of the process causing the biggest headache, according to our survey, are out of balances and transaction creation.
But while balancing may be the largest pain point practitioners focus on, the truth is, all aspects of the process cause problems.
At the root of all these pain points are inefficient transactions. If the foundation that these transactions are built on is not

robust and reliable (or the data not available) then the impact will be felt in the out of balance. Starting with good transactions,
therefore, is the solution to intercompany’s biggest pain point identified here.

When we analyze these concerns in terms of who owns or manages intercompany, it's notable that transaction creation and
balancing become problematic when there are separate process owners.

In addition, operating across silos, so typical of many operations, tends to magnify balancing issues.

© SSON Research & Analytics 2024
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Most Least
importance importance

1 2 3 4

TRANSACTION CREATION AS A HEADACHE VS WHO IS RESPONSIBLE FOR INTERCOMPANY

We have a Global Process Owner for Intercompany 2.5

Shared Services Center / Center of Excellence 2.6

Controlling 3.3

Separate process owners for parts of the process/spread across departments (Finance, Tax, Treasury) /g\ A\ /g\ 29
No one department / person owns intercompany 2.7

BALANCING AS A HEADACHE VS WHO IS RESPONSIBLE FOR INTERCOMPANY

We have a Global Process Owner for Intercompany 3.2

Shared Services Center / Center of Excellence 3.1

Controlling 3.2

Separate process owners for parts of the process/spread across departments (Finance, Tax, Treasury) 2.6
No one department / person owns intercompany /g\ ﬂl\ /g\ 3.3

STETTLEMENT AS A HEADACHE VS WHO IS RESPONSIBLE FOR INTERCOMPANY

We have a Global Process Owner for Intercompany 2.6

Shared Services Center / Center of Excellence 2.8

Controlling 2.5

Separate process owners for parts of the process/spread across departments (Finance, Tax, Treasury) /g\ ﬂg\ /g\ 1.9
No one department / person owns intercompany 2.0

“ALL OF THE ABOVE"” VERSUS WHO IS RESPONSIBLE FOR INTERCOMPANY

We have a Global Process Owner for Intercompany 1.7

Shared Services Center / Center of Excellence 1.5

Controlling 1.0

Separate process owners for parts of the process/spread across departments (Finance, Tax, Treasury) 2.6
No one department / person owns intercompany 2.0

© SSON Research & Analytics 2024
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A Problem to be Solved

SST Y researcH & aNALYTICS

HOW IS INTERCOMPANY PERCEIVED IN YOUR ORGANIZATION?

It's a problem and we don’t know how to fix it

It's a big problem and is getting worse

It's a growing problem, but we're handling it

Based on the survey, 81% of organizations recognize
intercompany as a problem to be solved. More specifically,
the more intercompany activity is linked to trade, the greater
the perception of intercompany as a problem. In addition,

the more time spent on the close process, the greater the
recognition of intercompany as a problem in need of a
solution. Similarly, the more disputes an organization faces
with intercompany, the greater the problem.

© SSON Research & Analytics 2024

It's not a problem for us

It's a small problem, but on our radar

If the data teaches one thing it is this: waiting for the
problem to balloon is not a solution. It's far easier to address
intercompany effectiveness on a smaller scale, thus ensuring
that, as business grows, intercompany remains effective.
Otherwise, the real potential is for balances to get larger, time
to close to increase, and complexity to escalate.
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PERCENTAGE OF INTERCOMPANY THAT IS TRADE/SERVICES RELATED VERSUS PERCEPTION OF
INTERCOMPANY

Percentage of intercompany trade/service related:
It's 100% services related @ <25is trade related @ 25-50% is trade related @ 51-75% is trade related @ 75-100% is trade related

0% 0% 0% 100% 0% 0% 0% 0% 100% 0% 10% 20% 15% 45% 10% 15% 5% 20% 35% 25%  20% 10% 30% 10% 30%

I T T [

It's a big problem and is It's a problem and we don't It's a growing problem, but It's a small problem, but on It's not a
getting worse know how to fix it we're handling it our radar problem for us

Perception of intercompany

TIME SPENT ON INTERCOMPANY DURING CLOSE VERSUS PERCEPTION OF INTERCOMPANY

Time spent on intercompany during close:
None, intercompany is not anissue @ less than aday @ 1 workday equivalent @ 2 workdays equivalent @ more than 2 workdays equivalent

0% 0% 0% 100% 0% 0% 0% 0% 100% 0% 0% 5% 14% 24% 57% 10% 15% 30% 25% 20% 33% 22% 11% 0% 33%

Hinn

It's a big problem and is It's a problem and we don’t It's a growing problem, but It's a small problem, but on It's not a
getting worse know how to fix it we're handling it our radar problem for us

Perception of intercompany

FREQUENCY OF DISPUTES VERSUS PERCEPTION OF INTERCOMPANY

Frequency of disputes: © Very frequently @ frequently @ occasionally @rarely @ never

100% 0% 0% 0% 0% 50% 50% 0% 0% 0% 19% 19% 52% 10% 0% 10% 30% 40% 15% 5% 0% 33% 11% 45% 11%

It's a big problem and is It's a problem and we don't It's a growing problem, but It's a small problem, but on It's not a
getting worse know how to fix it we're handling it our radar problem for us

Perception of intercompany

© SSON Research & Analytics 2024



The Hidden Costs of Intercompany Inefficiency

A Month a Year Spent on Intercompany
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HOW MUCH TIME DOES YOUR ORGANIZATION SPEND ON INTERCOMPANY DURING THE CLOSE?

Roughly 60% of respondents are spending two
or more workdays a month on intercompany

— which translates to a month a year devoted to
intercompany activity. There's a huge opportunity
here to leverage automation technology to do
away with this altogether and save time and
resources.

This trend is reflected across all organizations,
regardless of size.

© SSON Research & Analytics 2024
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Huge
opportunity
here to leverage
automation

(echnology

None, intercompany is not an issue
@ Less than a day
@ 1 workday equivalent
@ 2 workdays equivalent
@ More than 2 workdays equivalent

There is a clear correlation between how often
disputes arise and the amount of time spent on
intercompany. With disputes the result of poor
data and/or lack of transparency, both of which
require time to research and solve, the solution
would be to look to expert technology solutions,
which solve these issues at source. The more
disputes are faced, the longer the period to close.

We also see that the greater the impact on close,
the more likely intercompany activity will be
moved into a Shared Services model.
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FREQUENCY OF DISPUTES VERSUS TIME SPENT ON INTERCOMPANY DURING THE CLOSE

Time spent on intercompany during close:
None, intercompany is not anissue @ Less thanaday @ 1 workday equivalent @ 2 workdays equivalent @ More than 2 workdays equivalent

50%

Never Rarely Occasionally Frequently Very frequently

Frequency of disputes

TIME SPENT ON INTERCOMPANY DURING THE CLOSE VERSUS PLANS TO MOVE INTERCOMPANY
WORK INTO SHARED SERVICES

Do you plan to move more intercompany work into Shared Services: © Yes @ No @ No change

60% 59%

None, intercompany Less than a day 1 workday equivalent 2 workdays equivalent More than 2
is not an issue workdays equivalent

Time spent on intercompany during close

© SSON Research & Analytics 2024
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Manual Processmg Lacks Transparency and Leads to Disputes

HOW OFTEN DO YOU ENCOUNTER DISPUTES IN INTERCOMPANY TRANSACTIONS?

Frequently Occasionally Rarely

Disputes arise when business units question a given transaction. The issue can be price, quantity, or something else. Disputes
add time to close. The data shows disputes are all too common a feature in intercompany work: 80% of respondents deal with
disputes, and almost 41% frequently! One of the greatest problems when facing disputes is the lack of transparency over what
happened. Too rarely is there one central source of the truth, so teams dealing with intercompany work find themselves having
to reach out to various places to retrieve the data needed to resolve the dispute. Transparency should be a leading factor in
determining a solution.

© SSON Research & Analytics 2024
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Too Much Time Spent on Resolving Disputes

WHAT IS THE AVERAGE TIME IT TAKES TO RESOLVE INTERCOMPANY DISPUTES?

0% 35%

Less than a day 6%
1-2 days 22%
3-7 days 28%
More than a week 15%
Varies significantly 30%

In addition to the disputed price or quantity highlighted above,  According to the data, nearly half the respondents are
the time taken to resolve disputes weighs heavily into the spending more than three days on close. Solving this should
close period and impacts out of balance. The sweet spot for be a priority.

. . , -
resolution would ideally be less than a day, if not no time! In addition, the more legal entities, the longer the time taken

Anything beyond a couple of days impacts the close period, as for dispute resolution. And the longer disputes take to resolve,

your books will be off and post close journal entries become a : : : :
the more intercompany is recognized as a problem needing to

too common reality. be solved

NUMBER OF LEGAL ENTITIES VERSUS TIME TAKEN FOR DISPUTE RESOLUTION

Number of legal entities: © <10 @®10-20 @21-30 @31-59 @ 50+

g 1-2 Days 25% 8% 8% 8% 50%
5

%L 3-7 Days 14% 7% 7% 14% 57%

E More than a week 25% 12% 63%

é Varies significantly 13% 6% 6% 75%

£

NUMBER OF LEGAL ENTITIES VERSUS HOW INTERCOMPANY IS PERCEIVED

Perception:  It's a big problem and is getting worse @ It's a problem and we don’t know how to fix it @ It's a growing problem, but we're handling it
@ It's a small problem, but on our radar @ It's not a problem for us

. <10 40% 40% 20%
.Q
£ 1020 67% 33%
S
g 2130 50%
s
é 31-50 33% 67%
2
50+ 3 34% 38% 22%
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Address Imbalances Now - [t wall Only Get Worse as You Grow

HOW LARGE ARE YOUR INTERCOMPANY IMBALANCES EACH MONTH?

US$10,000,000+
US$5,000,001 - US$10,000,000

45% <US$500,000

US$1,000,001 - US$5,000,000

US$500,000 - $US1,000,000

The bigger the imbalance resulting from intercompany inefficiencies, the bigger the problem. And the
higher the imbalance, the more time spent on the close process. More than half the respondents confirm
monthly imbalances of half a million dollars or greater. The data shows that the bigger the organization, the
bigger the size of the monthly imbalance. Companies would be well advised, therefore, to tackle this issue
immediately and not wait for the problem to become so desperate that it presents a burning platform.

If the goal is to grow, then these kinds of imbalances need to be addressed at as early a stage as possible.

SIZE OF INTERCOMPANY IMBALANCE VERSUS TIME SPENT ON INTERCOMPANY DURING CLOSE

Time spent: = None, intercompany is not an issue @ Less than aday @ 1 workday equivalent @ 2 workdays equivalent @ More than 2 workdays equivalent

17% 8% 17% 25% 33% 0% 13% 38% 0% 50% 0% 25% 25% 12% 38% 8% 8% 8% 23% 54%
<US$500,000 US$500,000 - US$1,000,001 - US$5,000,000+
$US1,000,000 US$5,000,000

Size of intercompany imbalance

© SSON Research & Analytics 2024
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77% Plan to Address Intercompany

WHAT IS THE APPROACH TO IMPROVING INTERCOMPANY AT YOUR ORGANIZATION?

It's a problem we would like to

It's a problem we would like to resolve within the next year

resolve within the next 5 years

It's a problem we would like to
resolve within the next 3 years

The analysis shows that intercompany is perceived as HOW MANY LEGAL ENTITIES DOES

underperforming and that the vast majority of practitioners YOUR ORGANIZATION HAVE?

—75% — want to fix it within the next few years.
19% 6% 4% 11% 60%
Considering that when we asked how intercompany was

perceived (see earlier) roughly 80% said it was seen as a
problem, it's curious that here we see a clear determination
to address what evidently is, in real life, a business challenge.
Those executing the process and dealing with the more
granular aspects of intercompany up close see the issues as
significantly greater.

In dissecting the data, we find that respondents that confirmed
intercompany as “a problem” overwhelmingly had many

legal entities, confirming that the bigger a company gets in
terms of adding legal entities, the more pressing a problem

intercompany becomes. <0 1020 2130 3150 50+
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Take the First Step to Improving Intercompany Performance

Elevate intercompany and empower faster, closer, stricter compliance, and deeper visibility for your multinational operations.

BlackLine's advanced Intercompany solutions can help you unlock a range of critical benefits:

Reduce Errors, Enhance Accuracy:
Eliminate upstream discrepancies in
thousands of transactions, mitigating
tax and regulatory risks with proactive
error mitigation strategies.

Streamlined Operations and Policies:

Optimize intercompany
processes, ensuring compliance and
driving margin improvement.

o b,
N

<K

Real-Time Insights and Oversight:
Gain unparalleled control with best-in-
class controls, comprehensive data
analytics, and interactive dashboards
showcasing your entire intercompany
picture.

Automation:

Unleash Potential: Ditch error-prone
manual tasks and empower your
team to focus on high-value, strategic
initiatives.

«

Z

«
8

Unified Data Source:
Establish a single source of truth
through a global subledger, enabling
accurate and holistic reporting
regardless of your ERP system.

Q
77

Future-Proof Your Business:
Prepare for the evolving demands of
digital supply chains by investing in

robust intercompany solutions.

In today’s globalized market, CFOs face a multitude of pressures. Navigating operational, regulatory, and tax complexities across
borders intensifies these challenges. Intercompany financial management becomes paramount. As external partnerships and
transactions move to secure, agile cloud platforms, so too must internal operations. Don't settle for anything less than efficient,

compliant, and de-risked transactions within your network.

SIS

Don't settle for anything less than efficient,
compliant, and de-risked transactions within your network.

© SSON Research & Analytics 2024
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Summary

In today’s globalized market, CFOs face a
multitude of pressures. Navigating operational,
regulatory, and tax complexities across borders
intensifies these challenges. Intercompany
financial management becomes paramount.

As external partnerships and transactions

move to secure, agile cloud platforms, so too
must internal operations. Enterprise networks
should feature efficient, compliant, and de-risked
operations across every process, including cross-
border intercompany transactions.

Today's enterprise leaders are under pressure

to “future proof” their business to ensure

it can withstand all manner of challenges.

With intercompany growing in volume as the
organization grows, it's key to address the wide
range of costs, delays, and disputes now — while
doing so is still manageable. The objective should
be nothing less than a fast, accurate financial
close in compliance with regulations, and
transparency over all business transfers. Control
and visibility are the goal.

The benefits include:

Freeing up working capital

Reducing transactional errors that have tax
or regulatory implications at source

Improving transparency and real time
monitoring via controls

Developing a centralized data platform for
real time reporting across all systems

Streamlining processes and process
ownership

Optimizing performance and productivity
through technology

As this report confirms, the solution is a
combination of expert technology; integrating tax
and accounting so that work flows seamlessly
between the two; leveraging global process
owners to force through efficiencies; and, finally,
a focus on supply chain integration.
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o6

The obyective
should

be nothing
less than a
fast, accurate
fimancial close
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What is SSON Research & Analytics

SSON R&A is SSON's global data center, now in its 7th year of
operation. Thousands of practitioners and consultants recognize SSON
R&A as their premier resource for shared services related metrics,
benchmarks, trends, market analytics and advisory services. With a
user-friendly interface, easily downloadable benchmarks and topic-
based charts, SSON R&A adds valuable ammunition to your inhouse

or client presentations, strengthening your business case and your
credibility. SSON regularly canvases its membership for updated metrics
and analytics, allowing us to highlight even minor shifts. SSON R&A
distinguishes itself from other associations by offering subscribers
direct access to relevant metric data at a highly competitive cost.

“The C-suite expects to see market metrics to evaluate shared
services’ performance. | have explored various opportunities
available in the market. SSON Research & Analytics offers reliable
benchmark data, at a highly competitive cost. Given access to this
data, by region or industry, | can draw my own conclusions. | don't
need to source expensive third-party analysts, as we can interpret
the data ourselves.”

Edoardo Peniche, Vice President, Global Business Services - Aptiv

What Tools & Services Are On Offer?

City Cube

Compare 3000+ shared services locations around the world, across 20+
variables such as: cost of labor, talent availability, number of shared

services centers, average salaries, and much more.

@ Intelligent Automation Universe

A one-stop platform for all things RPA, cognitive and Al related that allows
users to learn about dozens of IA software vendors, compare their product

capabilities, understand the differentiators, and see their customer footprint.

Shared Services Atlas

Locate and evaluate shared services hotspots at country, state, or city
level from our global database of 10,000+ global delivery centers. Filter by

industry, function, and organization size.

Research Insight Reports

Our monthly RIR’s are guided by industry insiders with at least 10 years’
experience, and are underpinned by real-time market data to address not

just the trends, but the solutions you need to implement.

Visual Analytic Workbooks

Curated charts under core topic headings that summarize the biggest
trends and shifts across SSO/GBS.

© SSON Research & Analytics 2024

Advisory Service

As a Premium subscriber you can access our industry experts for 1:1
guidance and actionable steps to propel your GBS journey. We also
offer bespoke research services to support your projects with analytics,

experience and knowledge.
Metric Benchmarker

Benchmark your SSO across 130+ different metrics, choosing either
a conglomerate of industry/country benchmarks; or the Top 20 Most

Admired SSOs’ benchmarks in the Metrics Intelligence Hub.

For more information on how to become a
subscriber to SSON Research & Analytics and gain
access to hundreds of metrics, benchmarks, city-
based talent, a list of delivery centers globally, and
monthly research-based reports, please contact:

Josh Matthews at
Josh.matthews@sson-analytics.com
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www.sson-analytics.com

M BLACKLINE

Companies come to BlackLine (Nasdaq: BL) because their traditional manual accounting and finance processes are not sustainable. BlackLine's market-
leading cloud platform and customer service help companies move to modern accounting by unifying their data and processes, automating repetitive
work, and driving accountability through visibility. BlackLine provides solutions to manage and automate financial close and consolidation, accounts
receivable, and intercompany accounting processes — inspiring, powering, and guiding large enterprises and midsize businesses on their digital finance
transformation journeys.

More than 4,300 customers trust BlackLine to help them close faster with complete and accurate results. The company is the pioneer of the cloud
financial close market and is recognized by customers at leading end-user review sites including G2 and TrustRadius. BlackLine is a global company
with operations in major business centers including Los Angeles, New York, the San Francisco Bay area, London, Paris, Frankfurt, Tokyo, Singapore, and
Sydney
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