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’ 40 Act funds are required
to meet numerous regulatory
and compliance guidelines
to satisfy full disclosure
requirements to their
shareholders. Beacon
Consulting Group, Inc. has
led the effort to analyze the
financial reporting cycle in
order to establish the first
industry benchmark for
Investment Managers.

The information presented
here will drive continuous
improvement efforts in this
critical function.

Frank Strauss
Principal
Beacon Consulting Group, Inc.
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Executive Summary

All Registered Investment Companies
(RICs) are required to produce financial
statements on an annual and semi-annual
basis. These statements are distributed to
both shareholders and the SEC in paper
and/or electronic form. In addition, during
non-fiscal reporting quarters, all RICs are
required to file Statements of Investments
with the SEC. All this reporting must be
done within 60 days of the fund’s period
end.

This reporting schedule creates workload
imbalances throughout
the year for the
operational areas
responsible for the
finished product. The
majority of investment
management firms with
fifty or more funds will
attempt to spread this
workload out by
diversifying their RICs’
fiscal year-ends. The
desired result is to balance reporting periods,
if not monthly at least quarterly, to optimally
manage resource requirements.

The cyclical nature of report production
highlights the need to optimize processing
efficiency and shrink the delivery times
inherent within the reporting cycle. With
that said, firms discover it is difficult to find
the capacity to focus on their day jobs while
trying to make improvements to the existing
process. The findings of this benchmark
study will provide insights and anecdotal
evidence into what improvements can be
made and the expected positive results of
those changes.

The typical financial reporting process for
an investment management company
operates within well-defined boundaries of
internal controls and disclosure
requirements. The internal controls are a
series of preventive and detective controls
designed to mitigate identified risks and to
provide a superior level of accuracy.
Disclosure controls ensure that the
information required to be disclosed is
identified, fully understood, and reviewed
and authorized by all interested parties.
Additionally, many firms have instituted

continuous
monitoring programs
to ensure that the
control environment
adequately identifies
any systemic risks
and that risk
mitigation measures
are being followed.

Even with these
strong procedures

and controls in place, Beacon believes that
investment management firms have room
for improvement within their financial
reporting process. Producing financial
statements and supplemental reports for
shareholders and the SEC is still a highly
labor-intensive process. Significant man-
hours are devoted to activities including:
preparation, review, production, and
dissemination of the report. The work is
performed by skilled financial reporting
professionals who have the challenge of
communicating and coordinating with
multiple internal and external constituencies.

“Efficiency in the
financial reporting

process can further lead
to cost savings for both

the RIC and the
investment manager…”
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Current Financial Reporting
Landscape
There are many regulations and regulatory
bodies governing financial statements for
Regulated Investment Companies (RIC’s)
including the Securities Act of 1933, the
Investment Company Act of 1940,
Regulation S-X, U.S. GAAP, FASB,
PCAOB, and the SEC.

The Sarbanes-Oxley Act
of 2002 requires that
Chief Accounting and
Chief Executive Officers
certify RIC’s shareholder
reports and the control
environment under which
the reports are produced.
This certification
requirement has added a significant level of
scrutiny to the review of shareholder reports,
and the recent financial crisis has made this
review more critical than ever.

This scrutiny, combined with the adoption
of a quarterly requirement to file holdings
with the SEC (Form N-Q), FAS-157, and
the ever-increasing complexity of both the
RIC structures (share classes, fund of funds,
etc.) and the investment strategies
(derivatives, leverage, alternate investments,
etc.), has resulted in a challenging
environment for those charged with
producing shareholder reports within 60
days. Further exacerbating this process are
the fair valuation issues arising from the
recent market illiquidity and volatility.

Today’s Challenges and
Opportunities
1. More with less
The recent financial crisis has caused many
firms to take a hard look at their costs and
resources. Several firms have already made
significant reductions in staff and postponed
or canceled implementation of new
technologies due to financial constraints.
The reporting teams are now faced with the

same workload and
stringent deadlines, but
with fewer resources to
leverage. Finding ways
to be more efficient will
be critical to the success
of financial reporting
groups industry-wide.

2. Demand for greater precision
Fund Boards and Certifying Officers who
are held responsible for the due diligence
surrounding financial reporting will continue
to demand greater controls and zero defects.

3. New reporting methods and formats
Financial Reporting Professionals are
charged with managing financial disclosure
in a growing number of filings, formats, and
publications. The SEC requires the filing of
EDGARized reports and is moving towards
XBRL. Sales and marketing groups need
timely and accurate performance and
portfolio information for both print and web.
Data service firms like Lipper and
Morningstar seek formatted spreadsheets
and other data feeds encompassing
everything from NAVs to holdings.

4. Regulatory changes
IFRS is looming on the horizon.
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Financial Reporting
Benchmark Overview

Background
In 2007, Beacon Consulting Group formed
the Financial Reporting Professionals Group
(FRPG). This working group is comprised
of senior level financial reporting
professionals from Investment Management
firms throughout the U.S. The group meets
quarterly to discuss current issues and
challenges in a collaborative, round table
format. The topics focus on the operational
impact of regulatory changes, emerging
reporting standards, and technology. Aside
from being educational, the group has also
aided participants in widening their peer
level network.

Discussions at the quarterly meetings often
focuse on the amount of effort and length of
time each firm was spending on their
reporting cycles. It became apparent to
Beacon and the FRPG that there was very
little information being shared between
firms regarding operational processes.
Furthermore, research revealed that no good
industry metrics or benchmarks were
currently available.

When Beacon asked the participants of the
FRPG if they thought they might benefit
from a study which would delve into the
various steps in the production process in
order to try to determine the amount of time
and effort being spent on each of these steps,
the answer was a resounding “yes”. And the
financial reporting benchmark study began
to take shape. The study distinguishes
between firms that perform all work inhouse
and those that outsource the financial
reporting preparation to an outside
administrator.

Goal
The goal of this study is to define and
quantify the individual steps in the
production of a shareholder report. The
firms may utilize this information to analyze
the time and effort invested in each step of
the process against the established
benchmarks. Despite the regulations to
ensure a consistent industry deliverable, the
financial reporting execution process
remains unique within each firm.

The results provide participating firms with
a benchmark against which to compare
themselves, and with a tool management can
use to not only pinpoint areas that may need
additional focus but also to highlight areas
that seem to be working quite well. In all
cases, it will give management a tool for
which to compare themselves to others
facing the same challenges.

Management may even deem the reports
worthy of presentation to the Fund Boards
either because the results show that the firm
is very efficient or as a starting point from
which to expect future improvements.
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Benchmark Study Findings

Benchmark Metric 1 - General
Work Allocation by Percentage

The financial reporting process can be
broken down into two main phases –
preparation and review. In order to gain
transparency into the overall financial
reporting process, Beacon Consulting
identified the five main components of the
shareholder reporting production cycle –
1) Statement of Investments
(SOI), 2) Financial Statements,
3) Notes to Financial
Statements, 4) Proofing and
QA, and 5) MDFP, President’s
Letter and Performance. The
study further broke down each
segment into 50 unique
financial reporting activities.

The first metric presented
depicts the work allocation
across each segment within
each of the main reporting
phases. The data provides
some interesting findings
between firms that outsource
the preparation compared to
those who complete all
activities internally.

The Inhouse participants dedicated the
majority of their time (almost 70%) to the
preparation of the portfolio and financial
statements. During the review phase, over
half of the time was spent on proofs and QA.

Figure 1 – Work allocated across the five preparation process groups for
firms who complete all financial reporting activities internally.

Figure 2 - Work allocated across the five review process groups for firms
who complete all financial reporting activities internally.
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In the outsource model, the allocation of
work between review and preparation
resulted in a 90% – 10% split compared to
a 65% – 35% split for the
inhouse model (See Tables
1and 2 on next page). The
tasks on which time was
spent during the
preparation phase varied
greatly in the two models
as well. Most notably on
the Preparation side, firms
outsourcing spent three
times as much of total
preparation time on Proofs
and QA, and only one-third
of total preparation time on
Financial Statements and SOIs.

On the Review side, the
Inhouse firms spent 65%
more review time on
Proofs and QA (which
reflects the process of
checking their service
providers) based on the
average hours per fund.
Additionally,
approximately 50% less of
the total review time was
spent focusing on the
Portfolio, MDFP, President’s
Letter and Performance.

Figure 3 - Work allocated across the five preparation process groups for
firms who outsource the financial reporting preparation.

Figure 4 - Work allocated across the five review process groups for firms
who outsource the financial reporting preparation.
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Table 1 – Average hours across all 10 segments

Table 2 – Average hours across all 10 segments

Inhouse Work Allocation Results
% of
Total

Average Total
Hours

Report Preparation: Portfolio 11.8% 7.4

Report Preparation: Financial Statement 11.8% 7.4

Report Preparation: Notes to Financial 5.5% 3.4

Report Preparation: Proofs and QA 5.5% 3.5
Report Preparation: MDFP, President's Letter,
and Performance

0.4% 0.3

Report Preparation Total 35.0% 22.0

Report Review: Portfolio 8.8% 5.5

Report Review: Financial Statement 14.7% 9.2

Report Review: Notes to Financial 6.3% 4.0

Report Review: Proofs and QA 33.1% 20.8
Report Review: MDFP, President's Letter,
and Performance

2.1% 1.3

Report Review Total 65.0% 40.9

Outsource Work Allocation Results
% of
Total

Average Total
Hours

Report Preparation: Portfolio 1.2% 0.5

Report Preparation: Financial Statement 1.3% 0.5

Report Preparation: Notes to Financial 1.7% 0.7

Report Preparation: Proofs and QA 4.5% 1.9
Report Preparation: MDFP, President's Letter,
and Performance

1.4% 0.6

Report Preparation Total 10.2% 4.2

Report Review: Portfolio 22.9% 9.5

Report Review: Financial Statement 21.7% 9.0

Report Review: Notes to Financial 9.8% 4.1

Report Review: Proofs and QA 30.5% 12.7
Report Review: MDFP, President's Letter,
and Performance

4.9% 2.1

Report Review Total 89.8% 37.3

The tables display the work allocation across each processing segment without isolating
the Preparation and Review phases as depicted in the above charts
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of Overall

Average
Hours per

Fund

Review: Proof and QA – Line by Line Review 6.05% 3.80

Review: Notes to Financials – Notes to Financials 5.97% 3.75

Preparation: Notes to Financials – Notes to Financials 5.26% 3.30

Review: Proof and QA – Receipt and Research of Comments and
Questions

4.76% 2.99

Review: Proof and QA – Incorporating Edits and Comments 4.63% 2.91

Preparation: Financial Statement – Statement of Assets and Liabilities 3.89% 2.44

Review: Financial Statement – Statement of Assets and Liabilities 3.87% 2.43

Review: Financial Statement – Financial Highlights 3.67% 2.30

Review: Portfolio – Security Investigation and Maintenance 3.37% 2.12

Preparation: Financial Statement – Statement of Operations 3.06% 1.92

Report Review Total 41.45% 26.05

Outsource – Top 10 Activities based on average hours % of Total
Average

Hours per
Fund

Review: Notes to Financial – Notes to Financials 8.27% 3.43

Review: Financial Statement – Financial Highlights 5.57% 2.31

Review: Proof and QA – Incorporating Edits and Comments 4.87% 2.02

Review: Portfolio - Footnotes 4.57% 1.90

Review: Financial Statement – Statement of Assets and Liabilities 3.98% 1.65

Review: Financial Statement – Statement of Operations 3.68% 1.53

Review: Proof and QA – Proofs – Rollforwards, Expenses, Cross
Statement Comparison

3.62% 1.50

Review: Proof and QA – Receipt and Research of Comments and
Questions

3.37% 1.40

Review: Portfolio – Footing (e.g., assets/percents) 3.28% 1.36

Review: Portfolio – Security Investigation & Maintenance 3.21% 1.33

Report Review Total 37.93% 15.73

Table 3

Comparisons of the top 10 activities revealed that in both the inhouse and outsource
models, these activities accounted for approximately 40% of the work.
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Benchmark Metric 2 -
Allocation by 15 Day Period

Planning is critical to a smooth reporting
cycle; yet, this task is often the most
overlooked. Large investment managers
and fund administrators faced with fiscal
periods every month end often roll from
one reporting cycle to the next without a
break. The hectic pace
necessary to meet
continual stringent
deadlines can create a

challenging
environment. As a
result, finding time for
strategic planning and
implementing process
improvements is almost
impossible.

In both the outsource
and inhouse models the
study showed a strong
correlation between the
time substantive work
began and when the
cycle ended. The firms
performing the most
pre-period work were
also the firms who
reported the least
amount of work during
days 45 – 60, thus
resulting in shorter
reporting cycles.

Even more dramatic was the difference in
time spent on tasks between the top
performer and the group average during
days 45 – 60 of the cycle: 10% vs. 1% in the
inhouse model and 16% vs. 2% in the
outsource model.
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Beacon Best Practice: “What can be done before Day 1?”

One of the most effective ways to shorten a reporting cycle is to move tasks into the

pre-period end timeframe. There are several tasks that are often not started until after

period end that can be started and in some cases even completed before period end.

Figure 5 – Work performed in 15 day segments

Figure 6 - Work performed in 15 day segments
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Benchmark Metric 3 – Impact
of Cycle Overlap on Workload

In an environment of concurrent period
ends, the total days and the hours spent on
financial reporting tasks has a compound
impact. To illustrate, Days 1 - 15 of one
reporting cycle is simultaneously Days 31
– 45 of another cycle. Similarly, the pre-
period cycle Days -15 – 0 combined with
Days 16 – 30 and Days 46 – 60 also
comprise the workload for one calendar
month. The graphs on this page illustrate
how critical shaving even a couple of days
off a reporting cycle can be
when faced with concurrent
period ends.

Utilizing the full or close to the
full 60 days to produce reports
adds a tremendous amount of
stress to the end of a reporting
cycle. After factoring in any pre
and post period work, as many
as three cycles can overlap.
Cycle reductions will award the
financial reporting operation
some critical down time to
implement enhanced procedures
and revised disclosure in an
orderly and well controlled
fashion. It is virtually
impossible to staff efficiently
for the excess workload of a tri-
cycle overlap in the final few
days of a 60 day reporting cycle.
Therefore, the result is that either

pre-period work is deferred, putting that
cycle behind from the beginning, or
professionals are asked to do even more
work at a time when mistakes cannot be
made.

The charts represent the impact overlapping
cycles have on a firm’s workload.
Organizations may experience over a 20%
increase in workload as a direct result of this
overlap.

Figure 7 – Chart highlights the increased workload in the financial
reporting group as cycles overlap for Inhouse firms.

Figure 8 - Chart highlights the increased workload in the financial
reporting group as cycles overlap for firms who outsource.
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Beacon Best Practice: “Strive for 45”
Complete financial reporting cycle in 45 days reporting cycles adhering to an
environment of planning, standardization, efficient business processes, and a sufficient
level of automation should not find a 45 day reporting cycle too challenging for all but
perhaps the busiest months.



Financial Reporting Benchmark Study

Beacon Consulting Group | Copyright © 2009

13

B
en

ch
m

ar
k

St
ud

y
Fi

nd
in

gs
Benchmark Metric 4 – Staff to
Managerial Work Allocation

The study captured the work being
performed by line staff and managers.
The study showed a significant difference
between the two operating models in the
man-hours required per fund.

The inhouse model required 54% more
hours per fund at the staff level and 82%
more hours per fund at the manager level.
On average 69 ½ hours per fund were spent
by financial reporting personnel in the
inhouse model compared to 41 ½ for those
outsourcing – a 67% difference.

Figure 9 – The work allocation performed by staff and senior staff.

Figure 10 – The work allocation performed by supervisors and managers.
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The study revealed little discrepancy in
the breakdown of hours between staff and
managers in the two models. Staff to
management hours was 52% to 48% in the
inhouse model and 48% to 52% in the
outsource model.

Figure 11 - The work allocation performed by staff and senior staff.

Figure 12 - The work allocation performed by supervisors and managers.
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Inhouse Results

Inhouse – Work Allocation at Staff Level
Percentage of
Total Hours

Average Hours
per Fund

Preparation: Portfolio 17.0% 5.6

Preparation: Financial Statement 21.9% 7.3

Preparation: Notes to Financial 10.6% 3.5

Preparation: Proofs and QA 6.0% 2.0

Preparation: MDFP, President’s Letter, Performance 0.8% 0.3

Review: Portfolio 4.0% 1.3

Review: Financial Statement 9.6% 3.2

Review: Notes to Financial 5.3% 1.8

Review: Proofs and QA 23.8% 7.9

Review: MDFP, President’s Letter, Performance 0.9% 0.3

Total 100.0% 33.2

Inhouse – Work Allocation at Manager Level Percentage of
Total Hours

Average Total
Hours

Preparation: Portfolio 7.9% 2.9

Preparation: Financial Statement 4.5% 1.6

Preparation: Notes to Financial 1.7% 0.6

Preparation: Proofs and QA 5.1% 1.9

Preparation: MDFP, President’s Letter, Performance 0.2% 0.1

Review: Portfolio 12.3% 4.5

Review: Financial Statement 18.4% 6.7

Review: Notes to Financial 7.0% 2.6

Review: Proofs and QA 39.9% 14.5

Review: MDFP, President’s Letter, Performance 2.9% 1.1

Total 100.0% 36.3

Table 4

The following tables display the full results of work allocation for both the staff and
managerial professionals.
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Outsource Results

Outsource – Work Allocation at Staff Level Percentage of
Total Hours

Average Hours
per Fund

Preparation: Portfolio 1.3% 0.3

Preparation: Financial Statement 0.3% 0.1

Preparation: Notes to Financial 2.2% 0.5

Preparation: Proofs and QA 2.0% 0.4

Preparation: MDFP, President’s Letter, Performance 1.9% 0.4

Review: Portfolio 35.4% 7.6

Review: Financial Statement 24.2% 5.2

Review: Notes to Financial 9.8% 2.1

Review: Proofs and QA 19.5% 4.2

Review: MDFP, President’s Letter, Performance 3.5% 0.8

Total 100.0% 21.6

Outsource – Work Allocation at Manager Level Percentage of
Total Hours

Average Hours
per Fund

Preparation: Portfolio 1.2% 0.2

Preparation: Financial Statement 2.5% 0.5

Preparation: Notes to Financial 1.1% 0.2

Preparation: Proofs and QA 7.2% 1.4

Preparation: MDFP, President’s Letter, Performance 0.9% 0.2

Review: Portfolio 9.3% 1.8

Review: Financial Statement 19.0% 3.8

Review: Notes to Financial 9.9% 2.0

Review: Proofs and QA 42.5% 8.4

Review: MDFP, President’s Letter, Performance 6.5% 1.3

Total 100.0% 19.9

Table 5


