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The undisputed leader
in the bearing business
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The transformation of Finance at SKF is creating a global common way of
working enabling more efficient processes and digitalization, as well as
improved support to the business
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SKF FINANCE STRATEGY & TRANSFORMER
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A number of larger changes around us drive the need for an
updated SKF Finance and ways of working

External forces/changes

Globalization of customers | Changing business cycle

SKF Strategy

SKF Finance
Strategy

Digital sales | New business models | Innovation | World class

manufacturing | Future workforce | Cleantech

Digitalization of Finance

Digital Processes | Robotic process automation | Artificial Intelligence
Advanced Analytics | SAP S/4HANA | In-memory & big data




Ol

--- Finance Vision & Mission oo . - Finance value propositions ----—-- - ___ :

L Business Controlling

Finance as a trusted partner in n

SKF’s value creation " Accounting & reporting

I Corporate Finance

Eﬂ S0,

Focus areas

M
. ) Next Generation ) World Class Future
Digital Finance Innovation

Business Finance Efficiency Workforce



-. Finance Vision & Mission

e
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Digital Finance

. Simplify, standardize and
i digitalize end-to-end

| processes for improved

E quality, speed and user
I experience

E Significant investments in
. digital enablers

Finance as a trusted partner
in SKF’s value creation

€A

Next Generation Business
Finance

Evolve to more fact-based
decision
recommendations

Empower, guide and
challenge business
decisions through access
to relevant data and
insights

N

Innovation

Optimize prioritization of
resources and
investments with strong
lifecycle profitability and
cash focus

Join forces with business
to enable new and
profitable business models

-- Finance value propositions

Business Controlling

Corporate Finance

value creation

Accounting & reporting
Clear and consistent

financial steering

model

World Class
Efficiency

Become “best in class”
Optimize finance footprint

for future needs of business

Compliant investor

Value-focused

partnering with business

Effective & efficient
finance processes

Future
Workforce

Continuously develop new

competencies, complemented

by digital workforce
Establish common Finance

culture, focus on proactivity

and full value chain-
perspective

______________________________________________________________________
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CHANGING THE WAY WE WORK
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A Finance community that can make a i
difference for SKF A common Finar

across SKF's fi
Finance Transformer is about changing the way finance community
contributes to SKF’s business success

b Working acr(”

boarders in an
internationalsss

environment

p= Continuous technological development V\/IH\
decrease manual work and increase skills in
e.g. data analytics




SKF Finance operating model

Governance &
organization

Performance
management

Technology

Digitalized simplified best in class E2E processes drive standardization with validated variations, only
where clear business rationale exists

Integrated finance community with clarified reporting lines, empowered with robust transparent
governance, enabling business-oriented prioritization on locations.

Focus is on value transformers with digital workforce replacing all repetitive work

Common Finance culture is a pre-requisite for success; transformation means new opportunities to
most

One set of global business enabling policies — creating strong code of conduct for respecting the rules

Finance (with other functions) enables business by designing business models and processes that
meet business needs and fully respect code of conduct

Strong shift from processing to value partnering
Driver based model with target set on “best in class” quadrant

Single set of truth from strongly centrally governed & owned global data model enable targeted
digitalization while ensuring agility to cater for changing business needs.

Significant investments in core ERP and digital enablers drive transformation.
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Functional to Process-focused based finance organization

e Customer-driven end-to-end processes
* Comprehensive process framework
* Process management infrastructure in place

* Integrating process thinking
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The Finance Governance model - function and process dimensions

Finance Governance Model

FUNCTIONAL DIMENSION

* Accountable for content and
effective & efficient delivery of
finance services according to
agreed service levels

* Owner of delivery resources and
related locations

* Measured on HC, functional
efficiency, quality

* Organize work and manage
organization to support Finance
standardization and harmonization

PROCESS DIMENSION

Accountable and responsible
for end2end process
development

Owns development budget

Owner of project / program
portfolio(s), co-own tools
with IT

Measured based on progress
/ maturity towards target
state

A process governance model
should provide a steering
framework for:

* Requirement's
prioritization

* Project execution

* Process performance
management
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Functional to Process based organization
— Characteristics of Process organizational set-ups

Process-based

Process-focused

Functional-based
organizations

=

* Manage people within the context and
boundaries of their specific tasks

* Hierarchical set-up

* Not necessarily considering other
process activities that affect or are
affected by those tasks

* Often referred to as "vertically
oriented"

* Often organized around functions,
products, regions, or operations

* Little process management capability,
but pockets of process knowledge and
excellence may exist

* Often find it difficult to respond to
rapidly changing markets and customer
needs

Process-thinking
organizations

* Conceptualize groups of activities as
processes

* Seek to understand how all processes
work together

* Process definitions and documentation
developed

* Definitions and process designs not fully
integrated into culture and business

e Typically no comprehensive process
framework or process management
infrastructure in place

organizations

Integrate, design, and manage end-to-
end, customer-driven processes that are
tied to functional activities and goals

Comprehensive process framework and
process management infrastructure in
place

Management focus shifts from
hierarchical to horizontal management

Integrating process thinking with
existing organizational structures
(functions), business objectives, and

people

organizations

Reorganize and manage completely
around processes

End-to-end focus on workflow that
creates value for the customer

Functional activities embedded in
processes

Responsibility for specific inter-
enterprise processes assigned to
individual senior executives

Organize work starting at the customer
interface and ending at final service or
product delivery
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Process hierarchy enables end-to-end process management

Different levels typically have different types of process documentation

Level 1:
Enterprise processes

Order to cash - Result of the maturity assessment

Level 2:
End-to-end processes
Order to Cash

Homy and RACI

Level 3:
Sub-processes
Maintain customer

4.1 Azsept and et Orgers.

master data

Level 4:

1.1 Order to Cash
1.1.1 Maniain customer master defa
112 Manage crednimits
[ 1.1.3 Receive and enter sales order
‘| 1.4 Create and send rvoices

[N [ —

Activities
Create new customer
record based on request

118 Manage cusiomer dsputes x

1.1.8 Report bad debl and manage reserves | X
1.1.10 Perform AR closing and reporing X

L4 taxonomy

Level 5: L4 flowcharts and narratives

Tasks, work instructions,
checklists, etc.

* Process hierarchy is needed in order to manage end-to-end processes on corporate level
* Process framework helps to build understanding of senior management ownership for core processes, and the contributing functions

* Lower levels support managing process performance, driving efficiency improvement and harmonizing ways of working



FINANCE OPERATIONS CENTERS




La ] <1 oF

Welcome to Finance Operations!

Our organization is responsible for the overall accounting, reporting and planning within the SKF Group, including group consolidated financial
statements and external reporting, short- & long-term planning, analysis and forecasting, management reporting frameworks and contents, process
development, data management and finance tools. Finance Operations is moving from a local delivery model to a regional / sub-regional
delivery model through creation of Finance Operations Centers.

Finance Operations Centers

The purpose is to standardize and consolidate repetitive processes and ensuring a compliant control environment, to a lower cost. But also to provide
high value adding activities, such as financial reporting and cost analysis.

FOC's main responsibilities and cgmpetence areas: Current Finance Operations Future Finance Operations

» Accounting & reporting

» Accounts payable . Joe
o . * ".g,ﬁ * o . ’ .
» Accounts receivable . o ® @
" ( Y
+ Central controlling (manufacturing and sales controlling remains in b, §

Business Areas)
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Past Finance Operations

Y/ Transforming Finance
° ‘. ° a
o Operations ways of
W e ki
N ) working
o 0y ©

: 0 \ Yo * Best practice and harmonized
' 2 & . processes

* Faster take-up of user-friendly
technology & automation

* |Improved career opportunities

* |Improved efficiency and
compliance

* Lower cost
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Aim of Finance Operations Centers

Improved efficiency Improved effectiveness

* Best practice and harmonized processes * Enhance customer service focus

e Economics of scale * Make the most of specialist skills

e Get the most from investment in technology * Management free to focus on business issues

Improved decision support
Improved control environment

* Automation

Main changes required

» Serving several units distributed within a sub-region

* Harmonization of processes enabling increased level of automation
More focused roles

Develop expertise in specific areas that can support all of the sub region
Larger organization facilitates better career opportunities
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Local finance activities to new delivery parties

Accounting and reporting

e First ramp up Finance Operations Centers (FOC)

. e o Local Finance
» Then move all accounting activities and positions in all

countries/legal units to a FOC

/ Finance organizations Other SKF departments\

Business Controlling Finance Operations

. s . Centers
» All accounting activities performed by Controllers will be

moved to the FOCs and controllers will focus on being truly Corporate Finance
business partners

Business controlling

Corporate Finance K

» Defined ways of working across SKF e.g. tax, treasury,
controls & assurance
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Drive end-to-end processes across the ‘Finance Operations’

organization

APAC Finance
Operations

EMEA Finance
Operations

AMER Finance
Operations

E2E Finance

North West
Europe Europe
Fin. Techn, Data &
Analytics CoE
Global Process Owner
R2R R2R
Global Process Owner
02C 02C 02C

02C

Global Process Owner
P2P

Process &
Competence
Development

P2pP

Comp. Comp. L Comp. | Comp. || Comp.
Controller Controller Controller Controller Controller

Comp. Comp.
Controller Controller

The goal is to develop a harmonized and effective common way of working globally
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WHAT HAS HAPPENED AND WHAT IS COMING



2020 — What has happened!!

We:

v delivered a new Finance Strategy, new Finance Delivery Model and new Organization

v’ created 7 new FOCs both physically and manned them

v’ created standardized finance processes in form of RACIs and flowcharts

v’ created role definitions for all roles in the FOCs as well as the Business Controllers

v’ created a finance technical roadmap and delivered the first RPAs and Analytic tools transitioned
30% off all units to the FOCs before year-end.

v implemented SAP and S/4HANA in several countries

v" implemented IT and process projects that impacted finance.

All made pOSSib|e during d pandemic. FOCs = Finance Operation Centers

RACI = Responsible, Accountable, Consulted, Informed
RPA =Robotic Process Automation
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2021 — What is coming!

A\

all planned units move to the FOCs before end of 2021.

continued improvements delivering more efficiency from the FOCs

technical roadmap continues, including rollout of SAP for Finance, Concur for T&E, payment factory...

more RPAs and development on Analytic tools

YV VWV V VY

continued work with the new Business Controller profile

Y

focus on Finance competence development P

> increased implementation speed of SAP roll-out \\
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Summary - What does SKF Finance look like in 20257

Finance 2025 Target state

* Digitalized E2E processes connecting both with internal and external stakeholders

e
g) Digital finance

* Live big data-based decision recommendations

0\ Next Generation * Next generation business solutioning, closely collaborating with business and customers in revenue models

Business Finance * Data-driven analytics used to optimize new business models value flows - managing also related risks

* Finance recognized as innovative value creator partner and sustainability promoter for the business

Innovation : - . : : . .
* Finance optimizes prioritization of resources and investments with strong lifetime margin and cash focus

* World class finance with optimized balance for efficiency, effectiveness and control
World Class

Efficiency * Finance drives common corporate level view on prioritization of resources and investments with strong

lifetime margin orientation

* New set of competencies developed on all level — building on forward looking culture

®o_0
.&. Future Workforce
* Finance is increasingly organized around processes and projects, supported by digital workforce
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SKF S/4HANA Journey

A
Futuristic Embeded Analytics &
Real Time Insights un S/4HANA in
Leverage new Unified 1 full Mode”
User Experience (Fiori :
Apps) :
Leverage new Platform to |
enhance our Template and Adapt New Innovations :
Rollouts from SAP on Saa$ |
. Platforms |
Enable Business Machine Learning, loT :
and IT on changed and Leonardo :
process |
|
ange old data models to :
simplified data models :
|
|
Adapt Mandatory | |
Changes : :
| |
Convert SAP : :
Systems to | :
S/4HANA : :
I I
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