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TRAINING GUIDE

About This Module

How this module is structured and how to get the most from it

Read Reflect Apply Review
Work through each numbered section in Pause at each Executive Insight and Relate each concept to your own budgeting Use the Key Takeaways slide as a revision
sequence Knowledge Check and forecasting process summary

MODULE FORMAT
This module contains four Knowledge Checks, five illustrative case studies, a fully worked forecasting example (Annexure 3D), three quick-reference annexures (3A-3C),
and a closing summary. Allow approximately 90—-110 minutes for a first read-through.
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LEARNING OBIJECTIVES

What You Will Be Able to Do (1 of 2)

By the end of Module 3, readers should be able to:

* Explain how Al is transforming the role, processes and strategic relevance of Financial Planning and Analysis

* Evaluate the limitations of traditional budgeting, forecasting and spreadsheet-based planning models

* Apply Al-enabled driver-based budgeting, rolling forecasting, Predictive Analytics and scenario planning to financial decision-making
» Understand how Digital Twins and advanced simulations support capital allocation, strategic investment and enterprise resilience

» Use Al to strengthen variance analysis, root-cause identification, business performance management and executive reporting
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LEARNING OBIJECTIVES

What You Will Be Able to Do (2 of 2)

By the end of Module 3, readers should be able to:

* Assess how Generative Al enhances management commentary, Board reporting, planning documentation and decision support

= Explain the role of Al-enabled FP&A in supporting CFOs, executive management and Boards with forward-looking financial
intelligence

» |dentify the governance, internal control, ethical, cybersecurity, data quality and human oversight requirements of Al-enabled FP&A
» Evaluate the emerging role of Al Agents, autonomous forecasting, continuous planning and collaborative Human-Al finance teams

» Understand the changing competencies and leadership responsibilities of FP&A professionals and CFOs in the Al era
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MODULE ROADMAP

What This Module Covers

Nine themes, from the evolution of FP&A to a fully worked forecasting example

3.1 Introduction

©

3.5 Scenario Planning & Digital
Twins

®)

i#) ) 3.9 The Future of FP&A
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@ 3.2 Evolution of FP&A

3.3 Budgeting & Forecasting

3.6 Variance & Performance 3.7 Executive Decision Support

@ 3.13 Five Case Studies

Annexures 3A-3D
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@ 3.4 Predictive Analytics
@ 3.8 Governance & Oversight
@ Takeaways, FAQ & Summary



SECTION 3.1 - 3.2

The Evolution of FP&A Toward Strategic Intelligence

From predictable, fixed-cycle planning to continuous, forward-looking support
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3.1 INTRODUCTION

FP&A’s Central Role in the Finance Function

Linking strategy, planning, performance and executive decision-making

* FP&A links corporate strategy with financial planning, resource allocation, performance management, risk assessment and executive
decision-making

» Traditional processes relying on spreadsheets, historical assumptions and fixed cycles provide discipline but are slow and insufficiently
responsive

» Inflation, rate volatility, geopolitical uncertainty, supply-chain disruption and shifting demand require more timely, forward-looking
intelligence

» Al enables finance teams to analyse financial, operational, commercial and external data at greater speed and scale

= Al-generated forecasts and recommendations must remain subject to professional judgement and governance — strategic priorities and
qualitative factors may not be fully captured by models

EXECUTIVE INSIGHT
By reducing time spent on data collection and routine reporting, Al lets FP&A devote more attention to interpreting drivers, challenging assumptions and supporting
strategic decisions.
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3.2 THE EVOLUTION OF FP&A IN THE Al ERA

The Evolution of the FP&A Operating Model

Five stages, from budget control to enterprise intelligence partnership

Stage Primary Focus Finance Role

Traditional FP&A Budget control and historical reporting Report producer

Digitally Enabled FP&A Integrated planning and reporting Performance analyst

Data-Driven FP&A Driver-based analysis and forecasting Business partner

Al-Enabled FP&A Predictive and strategic decision support Strategic adviser

Intelligent FP&A Continuous enterprise intelligence Enterprise intelligence partner
e > o > s > T

EXECUTIVE INSIGHT
Al accelerates this progression, shifting finance professionals from collecting and reconciling data toward interpreting business implications and advising management.
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KNOWLEDGE CHECK 1

Test Your Understanding

@ In the evolution of the FP&A operating model, what role does finance play once the organization reaches the "Intelligent FP&A" stage?

A Report producer, focused on historical reporting

B Performance analyst, using dashboards for integrated reporting

C Enterprise intelligence partner, supporting continuous decision-making O
D Data entry clerk, consolidating spreadsheets

WHY: The Intelligent FP&A stage is characterised by continuous enterprise intelligence, dynamic planning and Al-supported decisions — finance operates as an enterprise intelligence partner
rather than a report producer.
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SECTION 3.3

Al-Driven Budgeting and Forecasting

From annual, spreadsheet-bound cycles to dynamic, driver-based planning

Module 3 — Training Series
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3.3 AI-DRIVEN BUDGETING AND FORECASTING

Limitations of Traditional Budgeting

The objective is not to eliminate budgeting, but to make it more dynamic and evidence-based

Lengthy Cycles Historical Dependence Spreadsheet Errors Limited Integration Outdated Budgets
Extended preparation and Excessive reliance on historical Inconsistent assumptions and Limited use of operational and Budgets become outdated as
negotiation cycles assumptions version-control problems external data conditions change

EXECUTIVE INSIGHT
The objective of Al-enabled planning is not to eliminate budgeting, but to make it more dynamic, driver-based, evidence-based and responsive.

* Driver-based budgeting links financial outcomes to the operational and commercial factors that cause them, rather than adjusting historical results by a
percentage

= Al and advanced analytics help identify relationships among drivers and financial outcomes, updating financial implications as approved assumptions change
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3.3 AI-DRIVEN BUDGETING AND FORECASTING

Driver-Based Budgeting

Linking financial outcomes to the operational and commercial factors that drive them

Financial Outcome

Revenue

Production Costs

Distribution Costs

Employee Costs

Working Capital

Capital Expenditure

Illustrative Business Drivers

Customer volumes, conversion rates, selling prices, product mix, market growth

Output volumes, capacity utilization, raw-material prices, labour productivity

Shipment volumes, distance, fuel prices, freight rates

Headcount, compensation, productivity, hiring plans

Sales, inventory days, collection periods, supplier terms

Capacity requirements, asset utilization, expansion plans

EXECUTIVE INSIGHT

This creates a stronger connection between business operations, strategy and financial planning — finance moves beyond broad percentage assumptions.

BDCHATTERJEE.COM

Module 3 — Training Series

12



3.3 AI-DRIVEN BUDGETING AND FORECASTING

Al-Enabled Forecasting and Rolling Forecasts

A budget is an approved target; a forecast is management’s current best estimate

* Machine Learning and Predictive Analytics combine historical results with * Maintain a continuously extending horizon (e.g. 12, 18 or 24 months)
current operational and external information rather than ending at a fixed year-end

* Models may identify nonlinear relationships, seasonal patterns, » Al strengthens rolling forecasting by incorporating updated information
correlations and emerging trends conventional approaches may miss and highlighting material changes in assumptions

* Al may generate or refresh a forecast, but ownership remains with » Update frequency should reflect volatility, decision needs, data
management — FP&A determines whether it reflects current conditions availability and economics — not an assumption that more frequent is

always better

EXECUTIVE INSIGHT
An Al-generated forecast is an analytical input into the planning process, not an automatically approved financial outlook.

BDCHATTERJEE.COM Module 3 — Training Series 13



3.3 AI-DRIVEN BUDGETING AND FORECASTING

Generative Al in Budget Preparation

Complementing quantitative planning with narrative and communication support

Budget Narratives Assumption Docs Variance Commentary
Executive summaries and narrative drafts Documentation of planning assumptions First-draft explanations of variances
Dept Explanations Board Presentations Investment Justifications
Departmental budget explanations Management and Board presentation drafts First drafts of investment justifications

EXECUTIVE INSIGHT
Generative Al can reduce drafting effort and improve consistency, but material financial information, assumptions, explanations and recommendations remain subject
to appropriate professional review and approval.
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SECTION 3.4

Predictive Analytics: Anticipating the Future Through Al

From explaining what happened to anticipating what is likely to happen next

Module 3 — Training Series
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3.4 PREDICTIVE ANALYTICS

Understanding Predictive Analytics

Forward-looking questions that strengthen the transition from explaining to anticipating

» Predictive Analytics uses historical and current data, statistical techniques and Machine Learning to estimate future events and outcomes

» Unlike descriptive analytics, which explains what has already occurred, it addresses questions such as: What is likely to happen next? Will
revenue targets be achieved? How much cash will the organization require?

» Predictive models analyse relationships among multiple variables rather than relying solely on historical averages or simple trend
extrapolation

* This strengthens the transition from explaining past performance to anticipating future performance

EXECUTIVE INSIGHT
Data from ERP, sales, production, treasury and market sources is cleansed, standardized and integrated before models identify patterns and generate predictions
evaluated against actual outcomes.
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3.4 PREDICTIVE ANALYTICS

lllustration: How Predictive Analytics Works

Data becomes predictions, and predictions are continuously refreshed and monitored

Collect Prepare Model Predict Monitor
ERP, sales and external data Cleanse, standardize and integrate Identify patterns, seasonality, Generate and evaluate forecasts Refresh, recalibrate or retrain as
correlations needed

EXECUTIVE INSIGHT
As business conditions and underlying data change, forecasts can be refreshed and model performance monitored; models may require recalibration, retraining or
replacement.

* The value of predictive analysis lies not merely in producing a numerical forecast, but in identifying the factors most likely to influence future
financial performance
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3.4 PREDICTIVE ANALYTICS

Key Applications in FP&A

Predictive Analytics supports several important FP&A activities

Application lllustrative Predictive Inputs FP&A Value

Revenue Forecasting Demand, pricing, conversion, mix, seasonality Earlier visibility of expected revenue
Cash-Flow Forecasting Collections, payments, working capital, capex Improved liquidity planning

Working Capital Receivable behaviour, inventory, supplier terms Better cash-conversion management
Cost & Margin Forecasting Volumes, input prices, labour, energy, mix Earlier identification of margin pressure
Capital Expenditure Demand, utilization, project cash flows, financing Better investment planning

EXECUTIVE INSIGHT
The value of predictive analysis lies not merely in producing a numerical forecast, but in identifying the factors most likely to influence future financial performance.
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3.4 PREDICTIVE ANALYTICS

Predictive Analytics for Early-Warning Intelligence

Identifying emerging risks before they become fully visible in reported results

@

Declining Demand Credit Risk Margin Deterioration
Weakening customer purchasing behaviour Increasing credit or collection risk Unexpected cost inflation and margin
pressure
Supply Disruption FX / Liquidity Efficiency Decline
Supply-chain disruption signals Foreign-exchange or liquidity exposure Declining operational efficiency
Risk Predicted N Cause Assessed BN

BDCHATTERJEE.COM Module 3 — Training Series

Inventory Issues

Obsolescence or excess inventory

Preventive Action
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3.4 PREDICTIVE ANALYTICS

Business Drivers and From Prediction to Decision

Predictive models estimate likely outcomes; they do not determine what management should do

* Predictive models become more useful when financial outcomes are connected with their underlying operational drivers — revenue
with acquisition, conversion, retention, pricing and mix; costs with volumes, capacity, productivity and commodity prices

* Predictive insights may support decisions concerning pricing, capacity, working capital, cost management, capital expenditure and
resource allocation

* Finance professionals must interpret results, consider business context and uncertainty, challenge assumptions and evaluate alternative
responses

EXECUTIVE INSIGHT
Monitoring driver relationships helps FP&A understand not only what may happen, but which business drivers are contributing to the expected outcome.
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KNOWLEDGE CHECK 2

Test Your Understanding

@ What is the primary shift that Predictive Analytics enables in variance and risk management?

A From predicting risk and taking preventive action, to identifying variance and taking corrective action

B From identifying variances and investigating causes after the fact, to predicting risk and taking preventive action O
C From forecasting to eliminating the need for human review

D From driver-based modelling back to historical budgeting

WHY: Predictive Analytics moves FP&A from a reactive cycle (variance identified - cause investigated - corrective action) toward a proactive one (risk predicted - cause assessed -
preventive action), providing earlier and better-informed warning signals.

BDCHATTERJEE.COM Module 3 — Training Series
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SECTION 3.5

Scenario Planning, Driver-Based Modelling and Digital Twins

Complementary capabilities that strengthen strategic financial planning

Module 3 — Training Series
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3.5 SCENARIO PLANNING, DRIVER-BASED MODELLING & DIGITAL TWINS

Scenario Planning in the Al Era

Al-enabled planning broadens analysis beyond a small number of manual cases

* Traditional scenario analysis often relied on a small number of manually prepared cases — typically base, upside and downside
= Al-enabled planning can incorporate larger volumes of internal and external data and test more combinations of assumptions

» Al-supported models can assess how combinations of variables affect revenue, margins, cash flow, working capital, capex and enterprise
value

@ Economic growth & inflation @ Interest & exchange rates @ Commodity prices Customer demand
Supply-chain conditions Competitive developments Regulatory changes Market expansion opportunities

EXECUTIVE INSIGHT
The objective is not to predict one certain future, but to understand a range of plausible outcomes and their financial implications.
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3.5 SCENARIO PLANNING, DRIVER-BASED MODELLING & DIGITAL TWINS

Driver-Based Modelling

Identifying the operational and commercial variables with the greatest influence on results

Financial Outcome Illustrative Drivers

Revenue Customer acquisition, pricing, conversion, retention, product mix
Operating Costs Production volume, labour productivity, energy, logistics, input prices
Working Capital Inventory turnover, receivable collections, supplier terms

Capital Returns Utilization, demand, operating cost, funding cost, project timing

EXECUTIVE INSIGHT
Al and advanced analytics help estimate relationships among these variables and test how changes in individual drivers affect financial outcomes — moving beyond
broad percentage assumptions.

BDCHATTERJEE.COM Module 3 — Training Series 24



3.5 SCENARIO PLANNING, DRIVER-BASED MODELLING & DIGITAL TWINS

lllustration: A Digital Twin in Finance

A dynamic digital representation used to test strategic alternatives before committing capital

Enterprise Data Virtual Enterprise Simulated Scenarios Outcomes Management Decision

Financial and operational sources Dynamic digital representation Capacity, pricing, financing options Revenue, cash flow, ROI, risk Evidence-based resource
commitment

» Can simulate capacity expansion, market entry, pricing changes, supply-chain redesign, acquisitions, capex programmes, financing structures and
sustainability investments

= Unlike a static model, a Digital Twin may be updated more frequently as underlying business information changes

EXECUTIVE INSIGHT
The purpose is to evaluate potential financial and operational consequences before significant resources are committed.
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3.5 SCENARIO PLANNING, DRIVER-BASED MODELLING & DIGITAL TWINS

Quantifying Uncertainty

Giving management and Boards a clearer view of expected outcomes and their range of variation

Base / Upside / Downside Probability Distributions Confidence Ranges

Structured outcome ranges Likelihood across outcomes Bounded expected results

Sensitivity Analysis

Which assumptions most influence results

EXECUTIVE INSIGHT

Probability estimates and confidence ranges depend on model assumptions, data quality and methodology — they should not be treated as guarantees.

The purpose of Al-enabled scenario analysis is not to produce more complex models for their own sake, but to improve strategic decision-making

FP&A can help management compare alternatives, identify key risks, test resilience, assess capital requirements and understand the consequences of
important strategic choices
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SECTION 3.6

Al-Driven Variance Analysis and Business Performance Management

From "What happened?" to "What action may be required?"

Module 3 — Training Series
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3.6 VARIANCE ANALYSIS & BUSINESS PERFORMANCE MANAGEMENT

Beyond "What Happened?"

Al changes the emphasis to three more useful questions

= Variance Analysis compares actual performance with budgets, forecasts and prior periods and identifies deviations requiring attention

* Traditional variance analysis has largely been retrospective — finance teams spend considerable time reconciling data and preparing
commentary after events have occurred

Why did it happen? N What is likely to happen next? S What action may be required?

EXECUTIVE INSIGHT
Financial variances are usually consequences of changes in underlying operational, commercial or external factors — not isolated accounting events.
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3.6 VARIANCE ANALYSIS & BUSINESS PERFORMANCE MANAGEMENT

From Variances to Business Drivers

Example: a decline in gross margin may result from a combination of factors

* Changing product mix * Analyses relationships among financial, operational and external variables
* Increased promotional discounts * Identifies factors most strongly associated with a performance deviation
* Higher commodity or freight costs * Moves beyond reporting the numerical variance toward identifying likely

, . root causes
* Lower production efficiency

. . = Allows management to focus corrective action more effectively
= Supplier disruption

» Adverse foreign-exchange movements
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3.6 VARIANCE ANALYSIS & BUSINESS PERFORMANCE MANAGEMENT

Continuous and Predictive Variance Monitoring

Estimating where future deviations may arise, not only where they have already emerged

* Analyses financial and operational information more frequently than * Estimates where future deviations may arise: revenue shortfalls, cost
fixed reporting cycles overruns, margin compression, cash-flow pressure, working-capital

. - . deterioration, capex delays
= |llustrative indicators: revenue and orders, pricing and margins, inventory

and procurement, capacity utilization, cash collections, operating » Allows leaders to investigate emerging risks before financial targets are
expenditure materially affected

= Alerts responsible personnel when thresholds or unusual patterns are
identified

EXECUTIVE INSIGHT
Monitoring frequency should reflect the nature, materiality and volatility of the underlying activity — not an assumption that every process requires real-time
monitoring.
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3.6 VARIANCE ANALYSIS & BUSINESS PERFORMANCE MANAGEMENT

Al-Generated Commentary and Performance Dashboards

Converting approved analysis into draft narratives and focused management insight

Management Focus lllustrative Insight

Performance Actual versus budget, forecast and prior period

Drivers Principal operational factors influencing results
Exceptions Material deviations requiring attention

Outlook Emerging trends and forecast changes

Risk Early-warning indicators

Action Areas requiring management investigation or response

EXECUTIVE INSIGHT
Finance professionals remain responsible for validating information, assessing driver significance, correcting unsupported conclusions and approving material
commentary.
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3.6 VARIANCE ANALYSIS & BUSINESS PERFORMANCE MANAGEMENT

The Evolution of Business Performance Management

Variance analysis is only one component of a wider integrated view of performance

Periodic Variance Driver Continuous Predictive Performance
Reporting Analysis Analysis Monitoring Management

» Effective performance management integrates financial results with operational, customer, supply-chain, workforce, sustainability and
market indicators

= Al and advanced analytics help identify relationships across these dimensions, enabling a more integrated view of enterprise performance

EXECUTIVE INSIGHT
The objective is not merely to explain performance after the event, but to provide earlier insight into what is changing, why, and where attention may be required.
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KNOWLEDGE CHECK 3

Test Your Understanding

@ Why should continuous, real-time monitoring not be applied uniformly across every financial measure?

A Because real-time monitoring is always too expensive to implement

B Because monitoring frequency should reflect the materiality, volatility and decision urgency of the underlying activity O
C Because current data is never more accurate than a month-end close

D Because continuous monitoring is only relevant to publicly listed companies

WHY: The chapter is explicit that monitoring frequency should reflect materiality, volatility, decision urgency, data availability and the consequences of delayed action — not an assumption
that every financial measure requires real-time analysis.

BDCHATTERJEE.COM Module 3 — Training Series
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SECTION 3.7

Al-Enabled Executive Decision Support

The ultimate purpose of FP&A is not merely to produce reports, but to enable better decisions

Module 3 — Training Series
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3.7 EXECUTIVE DECISION SUPPORT

From Information to Decision Intelligence

Combining current performance, predictive analysis and alternative scenarios

Financial Management Predictive Strategic Executive
Data Information Insight Alternatives Decision

* Al can help finance leaders identify material trends and emerging risks, analyse relationships among variables, estimate outcomes under
alternative assumptions, compare strategic options and generate concise analytical summaries

» |ts purpose is not to automate executive judgement, but to provide management with stronger analysis of risks, opportunities, alternatives and
potential financial consequences

EXECUTIVE INSIGHT
Finance becomes more closely integrated with enterprise decision-making rather than functioning primarily as a provider of financial information.
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3.7 EXECUTIVE DECISION SUPPORT

Supporting Strategic Business Decisions

Al-enabled analysis can support a wide range of executive decisions

Decision Area

Market Expansion

Pricing

Capacity

Cost Management

Working Capital

M&A

Sustainability Investment

BDCHATTERJEE.COM

lllustrative Al-Enabled Analysis

Demand, investment requirements, profitability, risk, scenarios

Demand sensitivity, customer behaviour, margins, competitive conditions

Demand forecasts, utilization, investment requirements, constraints

Cost drivers, productivity, procurement, process efficiency

Collections, inventory, supplier terms, liquidity implications

Financial analysis, scenarios, synergies, risks, strategic fit

Financial returns, regulatory exposure, strategic implications

Module 3 — Training Series

36



3.7 EXECUTIVE DECISION SUPPORT

Enhancing Capital Allocation

One of the most important areas of executive decision-making

Organizations allocate limited resources among competing investments: capacity expansion, acquisitions, R&D, digital transformation,
sustainability, debt reduction and shareholder distributions

Al and advanced analytics compare expected financial returns, strategic alignment, capital requirements, funding capacity, risk and
interdependencies among projects

This enables finance leaders to evaluate investments in the context of overall capital constraints, strategic priorities and risk appetite

EXECUTIVE INSIGHT
Final investment decisions nevertheless remain management and Board responsibilities.

Intelligent dashboards increasingly integrate Performance = Drivers = Forecast - Risk = Scenario - Management Attention, and Generative Al can prepare
concise draft explanations for Board materials
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3.7 EXECUTIVE DECISION SUPPORT

Human Judgement and Accountability

The appropriate relationship between Al, finance, management and the Board

Al Finance Management The Board

Provides analytical intelligence Interprets and challenges Decides Oversees

= Al can analyse information, identify patterns, estimate outcomes and compare alternatives, but strategic decisions involve considerations
models may not fully capture

= Corporate purpose, stakeholder expectations, organizational capability, competitive positioning, ethics, risk appetite and long-term strategic
judgement remain management responsibilities

EXECUTIVE INSIGHT
This combination of analytical capability and human accountability is central to effective Al-enabled executive decision support.
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SECTION 3.8

Governance, Control, Ethics and Human Oversight in Al-Enabled FP&A

The framework within which Al-enabled FP&A can operate reliably and responsibly

BDCHATTERJEE.COM Module 3 — Training Series
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3.8 GOVERNANCE, CONTROL, ETHICS & HUMAN OVERSIGHT

Governance Framework for Al-Enabled FP&A

Requirements should be proportionate to materiality, complexity, risk and intended use

Governance Area

Data Governance

Model Governance

Explainability

Internal Controls

Ethics & Compliance

Cybersecurity

Human Oversight

BDCHATTERJEE.COM

Principal Requirement

Reliable, complete, consistent, secure and traceable data

Development standards, validation, approval, monitoring, lifecycle management

Understanding significant assumptions, drivers, limitations and uncertainty

Authorization, access, change control, validation and audit trails

Responsible use, fairness, privacy and regulatory compliance

Protection of data, models, interfaces and Al platforms

Professional review and management accountability

Module 3 — Training Series
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3.8 GOVERNANCE, CONTROL, ETHICS & HUMAN OVERSIGHT

Data Governance and the Model Governance Lifecycle

Reliable Al begins with reliable data, governed through a defined lifecycle

* Finance leaders should ensure controls over: data ownership, master data and common definitions, validation and reconciliation, data lineage, access
and security, and periodic data-quality assessment

Development Testing Independent Approval Deployment Monitoring Change /
~ 2 Validation = = = = Retire

EXECUTIVE INSIGHT

Before material Al-generated forecasts are relied upon, organizations should evaluate predictive performance, model stability, appropriateness, sensitivity to
assumptions, explainability, potential bias and performance under changing conditions.

» Where models require retraining or recalibration, changes should be appropriately tested, validated, documented and approved before deployment
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3.8 GOVERNANCE, CONTROL, ETHICS & HUMAN OVERSIGHT

Transparency, Internal Controls, and Cybersecurity

Al does not eliminate traditional FP&A controls; it requires them to be adapted

= What is the model predicting? = Data-integrity and reconciliation controls

= What are the principal drivers? * Model and user authorization; access controls and segregation of duties
* What assumptions and data influence the result? * Model and configuration change management; version control

= How uncertain is the prediction? = Exception reporting and audit logging

* What are the model’s important limitations?

EXECUTIVE INSIGHT
FP&A systems process commercially sensitive information (budgets, pricing, financing, M&A) and require identity/access management, encryption, secure interfaces
and incident response proportionate to risk.
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3.8 GOVERNANCE, CONTROL, ETHICS & HUMAN OVERSIGHT

Human Oversight and Accountability

The most important governance principle: Al supports management, it does not assume it

= Human oversight is particularly important where Al outputs influence material forecasts, capital allocation, investments, restructuring,
strategic plans or Board decisions

* Finance professionals should review significant outputs, challenge assumptions, consider qualitative information models may not capture,
and determine whether recommendations remain reasonable in the prevailing business context

» QOrganizations should also establish principles governing responsible use, fairness, privacy and avoidance of inappropriate bias, and comply
with data protection, financial reporting, corporate governance and Al-specific regulation where relevant

EXECUTIVE INSIGHT
Final responsibility for financial planning and strategic decisions remains with the appropriate human decision-makers.
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KNOWLEDGE CHECK 4

Test Your Understanding

@ According to the governance framework, what is the most important governance principle for Al-enabled FP&A?

A Al should be given full autonomy to approve budgets once validated

B Al supports management; it does not assume management accountability o
C Governance requirements are the same regardless of materiality or risk

D Only the CFO needs to understand how a model produces its forecasts

WHY: The chapter states explicitly that the most important governance principle is that Al supports management — it does not assume management accountability. Final responsibility for
financial planning and strategic decisions remains with human decision-makers.
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SECTION 3.9

The Future of Al-Enabled Financial Planning and Analysis

Continuous planning, agentic workflows and collaborative Human-Al finance teams

Module 3 — Training Series
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3.9 THE FUTURE OF AI-ENABLED FP&A

Continuous and Increasingly Autonomous Planning

Planning at the speed required by the business, not necessarily in real time

= Al-enabled FP&A will increasingly allow planning and forecasting to be refreshed as material business conditions change, rather than
through predetermined annual, quarterly or monthly cycles

» Automation is likely to extend across more of the forecasting workflow — data collection, model execution, exception identification,
forecast preparation and reporting

* Finance professionals will consequently devote greater attention to challenging assumptions, interpreting implications and advising
management

EXECUTIVE INSIGHT
The objective is not necessarily real-time forecasting, but planning at the speed required by the business.
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3.9 THE FUTURE OF AI-ENABLED FP&A

lllustration: The Agentic FP&A Workflow

Combined step-cycle operating within defined permissions and governance limits

e @ - @ e @

Retrieve Data Update Forecast Analyse Variances Identify Exceptions Prepare Commentary Escalate Material
Issues

* More advanced agentic workflows may coordinate specialized agents responsible for forecasting, performance analysis, scenario modelling,
reporting or monitoring

* Increasing autonomy also increases the importance of access controls, approval thresholds, audit trails, monitoring and human intervention

EXECUTIVE INSIGHT
Material financial and strategic decisions should remain subject to appropriate management review and authorization.
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3.9 THE FUTURE OF AI-ENABLED FP&A

Enterprise Simulation and Personalized Decision Intelligence

Digital Twins strengthen strategic planning; dashboards increasingly serve individual roles

User lllustrative Decision Intelligence

CEO Enterprise performance, strategy, major risks and opportunities
CFO Forecasts, liquidity, capital allocation, profitability and risk
Business Leader Revenue, margins, customers, costs and operational drivers
Treasury Cash flows, funding, liquidity and financial exposures

Board Strategy, performance, risk, capital and long-term value

EXECUTIVE INSIGHT
Generative Al can assist by summarizing complex analysis, highlighting matters requiring attention, and presenting information in formats suited to different
stakeholders.
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3.9 THE FUTURE OF AI-ENABLED FP&A

The Human-Al FP&A Operating Model

A practical division of responsibilities between technology and finance professionals

Al-Enabled Capabilities Human Leadership

Data processing and validation Strategic interpretation
Forecast generation Assumption challenge

Pattern and anomaly detection Business judgement

Variance and driver analysis Business partnering

Scenario simulation Strategic choice

Draft reporting Executive communication
Continuous monitoring Governance and accountability
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3.9 THE FUTURE OF AI-ENABLED FP&A

Capabilities for the Future FP&A Professional

Technical finance expertise remains essential, but broader capabilities are required

Financial & commercial acumen Al & data literacy @ Critical thinking & judgement @ Scenario & strategic analysis
Business partnering @ Communication & storytelling @ Al governance & risk awareness Change leadership

EXECUTIVE INSIGHT

Finance professionals do not need to become Al engineers, but need enough understanding to use Al effectively, challenge its outputs and apply it responsibly to
business decisions.

» The intelligent FP&A function will combine integrated enterprise data, predictive analytics, simulation, agentic workflows, Generative Al and disciplined
governance to provide more timely and forward-looking decision support

= QOrganizations most likely to create sustainable value from Al will combine technology, trusted data, effective governance, capable people and sound
financial leadership
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3.10 KEY TAKEAWAYS

Key Takeaways from Module 3 (1 of 2)

Core messages from Al in Financial Planning & Analysis

» Al transforms FP&A from retrospective reporting into forward-looking decision support — from explaining what happened to assessing what may
happen next

» Effective Al-enabled FP&A depends on a strong planning foundation; technology cannot compensate for unreliable data or weak ownership of the
planning process

* Driver-based models improve the connection between operations and financial outcomes, but relationships must remain economically
understandable and subject to challenge

* Predictive forecasts express informed estimates, not certainties, and should be interpreted as decision-support information

= Al can improve forecasting speed, frequency and accuracy, but forecast quality must be measured continuously (error, bias, directional accuracy,
stability)

= Scenario planning remains essential when historical patterns may not continue
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3.10 KEY TAKEAWAYS

Key Takeaways from Module 3 (2 of 2)

Core messages from Al in Financial Planning & Analysis

» Generative Al can make FP&A analysis more accessible, but all material outputs must be checked and reviewed for accuracy, completeness and
balance

» Continuous monitoring should be proportionate to business need, not applied uniformly to every financial measure
* Management overrides remain legitimate when controlled and transparent, supported by documented reasons and subsequent evaluation
= Human judgement and accountability remain central — management remains responsible for interpreting uncertainty and approving plans

* FP&A maturity should not be measured by the degree of autonomy alone, but by the appropriate combination of automation, analytics and
governance

* The value of Al should be demonstrated through improved decisions: faster cycles, greater accuracy, earlier risk identification and stronger
confidence in outputs
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3.11 FREQUENTLY ASKED QUESTIONS

Questions Finance Leaders Are Asking (1 of 2)

Question

Will Al replace budgeting and forecasting?

What is the difference between budgeting and rolling
forecasting?

How does driver-based planning strengthen financial
planning?

How does Predictive Analytics improve FP&A?

BDCHATTERJEE.COM

Answer

No. Al enhances budgeting and forecasting by automating analytical activities and incorporating broader data;
management remains responsible for objectives, assumptions and approval.

A budget establishes approved targets for a defined period; a rolling forecast estimates expected performance
over a continuously extending horizon, refreshed as conditions change.

It links financial outcomes to the operational and commercial factors that influence them, creating a stronger
connection to underlying business economics.

It uses historical and current data and Machine Learning to estimate outcomes, identify emerging risks and
provide earlier warning of deviations.
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3.11 FREQUENTLY ASKED QUESTIONS

Questions Finance Leaders Are Asking (2 of 2)

Question

What is a Digital Twin in finance?

Can Al perform executive decision-making?

Why is governance essential in Al-enabled FP&A?

What skills will FP&A professionals require in the Al era?

BDCHATTERJEE.COM

Answer

A dynamic digital representation of selected financial and operational aspects, connected to data sources and
used to simulate strategies before implementation.

Al can analyse information, estimate outcomes and generate recommendations, but material decisions require
human judgement, context and accountability.

Governance ensures reliable data, validated models, effective controls, transparency, cybersecurity and human
oversight, proportionate to materiality and risk.

Financial and commercial acumen, Al and data literacy, analytical judgement, strategic thinking, business
partnering, communication and change leadership.
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3.12 CONCLUSION

From Financial Reports to Enterprise Intelligence

THE CENTRAL MESSAGE

Al enables FP&A to move beyond descriptive reporting towards predictive, prescriptive and increasingly intelligent decision support — combining Machine Learning,
Predictive Analytics, Generative Al, Large Language Models and Al Agents to continuously analyse enterprise data, generate rolling forecasts, identify performance
drivers, simulate scenarios and support executive decision-making.

» The future of FP&A is likely to be characterised by more continuous planning, increasingly automated forecasting workflows and
collaborative human-Al finance teams

* The finance function will evolve from producing financial reports to orchestrating enterprise intelligence — becoming an even more
influential contributor to organizational success

LOOKING AHEAD
Module 4 examines how Al is transforming Financial Reporting and Corporate Performance Reporting.
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SECTION 3.13

Five lllustrative Case Studies

Hypothetical scenarios demonstrating how Al-enabled FP&A applications may operate in practice

Module 3 — Training Series
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3.13 CASE STUDIES

About These Case Studies

IMPORTANT NOTE

The following case studies are hypothetical and have been developed using representative organisations, assumptions and implementation circumstances. They do not
describe verified results achieved by identified companies. Their purpose is to demonstrate how Al-enabled FP&A applications, governance arrangements and human
oversight may operate in practice.

1. Global FMCG — Rolling Forecasts & Demand Planning

2. Global Retail — Predictive Cash Flow & Treasury

3. Renewable Energy — Capital Allocation & Scenario Planning

4. Global Technology — Performance Management & Variance Intelligence

5. Global Healthcare — Agentic Al & Human Oversight

® & ® ® @
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ILLUSTRATIVE CASE STUDY 1

Al-Driven Rolling Forecasts and Demand Planning

Global Consumer Brands (GCB) plc — FMCG, 70+ countries, USD 28bn revenue

GCB relied on spreadsheet-based annual budgeting
and quarterly forecasting across 120+ business
units, taking nearly four months to consolidate. By
the time budgets were finalized, inflation,
commodity volatility and shifting consumer
preferences had already reduced their relevance.
Executive management lacked early visibility of
emerging risks in sales, margins, inventory and
supply chain.

BDCHATTERJEE.COM

. Al INITIATIVE

GCB implemented an Al-enabled FP&A platform
integrated with sales, inventory, commodity price,
FX and demand data. Key capabilities: Al-enabled
rolling 18-month forecasts refreshed weekly on
near-term drivers; driver-based planning using
demand, pricing and distribution efficiency; Al-
powered scenario analysis; Generative Al reporting
for executive summaries and Board reports; and Al
governance controls including model validation and
mandatory human oversight.

Module 3 — Training Series

Forecast accuracy improved through continuously
updated rolling forecasts. Budget preparation time
fell from approximately four months to under six
weeks. Executive reporting became faster and less
labour-intensive. Scenario planning strengthened
capital allocation, and finance professionals
transitioned from spreadsheet consolidation to
higher-value analytical and advisory roles.

58



ILLUSTRATIVE CASE STUDY 2

Al-Enabled Predictive Cash Flow Forecasting and Treasury Planning

Retail One International plc — 9,500+ stores, USD 42bn revenue

Retail One managed significant working capital,
multiple banking relationships and FX exposures,
but treasury forecasting depended largely on
spreadsheet models and historical trends.
Unexpected liquidity pressures during major
promotional campaigns exposed the limitations of
the process, and conservative investment decisions
reduced returns.

BDCHATTERJEE.COM

. Al INITIATIVE

Retail One implemented an Al-enabled treasury
platform integrated with ERP, TMS and banking
systems. Five capabilities were introduced:
predictive cash flow forecasting across daily, 13-
week and 18-month horizons; Al-driven working
capital management; scenario planning for rates,
currency and recession risk; Generative Al reporting
for liquidity summaries and Board papers; and
treasury governance with role-based access and
mandatory approval for financing decisions.

Module 3 — Training Series

Cash flow forecasting accuracy improved and
treasury gained earlier visibility into potential
liquidity shortfalls. Borrowing costs declined as
more accurate forecasts reduced precautionary
financing, while improved confidence in surplus
projections enabled more effective short-term
investment decisions. Treasury evolved into a
strategic advisor supporting enterprise-wide
planning.
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ILLUSTRATIVE CASE STUDY 3

Al-Enabled Capital Allocation, Scenario Planning and Strategic Investment

Green Future Energy Corporation (GFEC) — USD 18bn revenue, USD 65bn project pipeline

GFEC continuously evaluated large infrastructure
investments competing for limited capital across
25-30-year horizons. Conventional NPV/IRR/DCF
techniques struggled to capture growing uncertainty
from interest rates, inflation, government incentives
and geopolitical developments, and static models
required extensive manual updating for portfolio-
wide comparisons.

BDCHATTERJEE.COM

. Al INITIATIVE

GFEC implemented an Al-enabled enterprise
planning platform integrating Machine Learning,
Predictive Analytics, Generative Al and Digital Twin
technology. Capabilities included Al-driven capital
allocation evaluating the entire portfolio; predictive
scenario planning for rates, demand and incentives;
an Enterprise Digital Twin testing investment
strategies before committing capital; Generative Al
reporting for investment summaries and Board
papers; and investment governance with mandatory
Investment Committee approval.

Module 3 — Training Series

Capital allocation became more dynamic as project
priorities adjusted continuously to market
conditions. Investment appraisal became faster
through automated modelling, and the Digital Twin
enabled assessment of enterprise-wide implications
before committing capital. Finance professionals
evolved from model builders into strategic advisors
supporting long-term value creation.
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ILLUSTRATIVE CASE STUDY 4

Al-Enabled Performance Management and Variance Intelligence

Digital Solutions Group (DSG) — technology services, 40+ countries

Despite sophisticated ERP and Bl systems, DSG’s
monthly performance reviews remained highly
labour-intensive. FP&A teams manually investigated
thousands of variances each month, significant
operational issues were sometimes obscured within
aggregated results, and executives lacked early
warning of deteriorating customer profitability and
utilization.

BDCHATTERJEE.COM

. Al INITIATIVE

DSG implemented an Al-enabled performance-
intelligence platform with five capabilities:
intelligent variance analysis tracing deviations to
drivers such as pricing, utilization and project
overruns; predictive performance indicators
identifying emerging risks before they became
variances; anomaly detection for unusual
transactions and cost patterns; Generative Al
commentary for draft narratives; and executive
decision intelligence linking performance changes to
drivers and forecast implications.

Module 3 — Training Series

Performance management shifted from a largely
retrospective process to a forward-looking
analytical capability, with faster identification of
material deviations, greater focus on underlying
drivers, earlier warning of margin deterioration,
more consistent commentary, and greater FP&A
capacity for business partnering and corrective-
action planning.
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ILLUSTRATIVE CASE STUDY 5

Agentic Al and Human Oversight in Financial Planning

Global Health Services (GHS) — hospitals, diagnostic centres and outpatient facilities

GHS prepared rolling forecasts for hundreds of
operating units, but FP&A professionals still
performed repetitive activities across disconnected
ERP, workforce and procurement systems. Forecast
updates required multiple sequential activities, and
material changes in patient volumes or costs were
not always escalated promptly — raising concerns
about unauthorized actions and excessive reliance
on Al outputs.

BDCHATTERJEE.COM

. Al INITIATIVE

GHS introduced an agentic FP&A workflow (Retrieve
- Validate - Update Forecast - Analyse Variances
- ldentify Exceptions - Draft Commentary -
Escalate) using specialized Data, Forecasting,
Performance, Reporting and Governance Agents
operating within defined permissions. Agents were
not permitted to approve budgets, authorize
expenditure or make investment decisions; material
exceptions were automatically escalated to FP&A
management.

Module 3 — Training Series

Agentic Al enabled GHS to coordinate repetitive
analytical activities across the FP&A workflow while
maintaining defined governance boundaries. The
case illustrates that greater Al autonomy requires
stronger permissions, monitoring, audit trails and
escalation controls — with material financial
decisions remaining subject to human
authorization.
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3.13 CASE STUDIES

Results at a Glance

lllustrative outcomes across the five case studies (hypothetical scenarios)

Organization Sector Principal Al Application lllustrative Result

GCB plc FMCG Rolling forecasts & demand planning Budget cycle: ¥4 months - under 6 weeks
Retail One Int’l Retail Predictive cash flow & treasury Earlier liquidity visibility; lower borrowing costs
GFEC Renewable Energy Capital allocation & Digital Twin Continuously reprioritised investment portfolio
DSG Technology Services Performance management & variance intelligence Faster identification of material deviations

Coordinated automation within governance

GHS Healthcare Agentic Al workflow o
limits

EXECUTIVE INSIGHT

Across all five cases, the greatest value emerged where Al was embedded within existing FP&A processes and supported by disciplined governance, reliable data and
continued professional judgement — not where it replaced human accountability.
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3.13 CASE STUDIES

Concluding Perspective

ACROSS ALL FIVE CASES

Artificial Intelligence delivers its greatest value when embedded within existing FP&A processes, supported by disciplined governance, high-quality data and continuous
model validation — combined with the experience and professional judgement of finance leaders.

* Rolling forecasts and driver-based planning replace slow, spreadsheet-bound cycles with continuously updated, evidence-based estimates
» Predictive cash flow and capital allocation models extend Al’s value from operating budgets into strategic and treasury decisions
» Performance management shifts from explaining historical variances to anticipating emerging risk

» Agentic Al expands analytical capacity, but only within clearly defined permissions, escalation paths and mandatory human authorization

EXECUTIVE INSIGHT
Human judgement and accountability, not Al autonomy, remain the defining feature of trustworthy Al-enabled FP&A.
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ANNEXURES 3A - 3C

Maturity, Performance and Governance Reference Frameworks

Quick-reference frameworks for self-assessment, dashboards and controls

Module 3 — Training Series
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ANNEXURE 3A

Al-Enabled FP&A Maturity Assessment Framework

The objective is not necessarily Level 5 across every activity, but capabilities appropriate to strategy and risk

FP&A Capability

Budgeting

Forecasting

Variance Analysis

Scenario Planning

Governance

Level 1 — Traditional

Annual spreadsheet budgets

Periodic manual forecasts

Manual comparison

Best / Base / Worst case

Manual controls

Level 3 — Al-Assisted

Driver-based planning

Predictive forecasting

Al-supported root-cause analysis

Al-enabled simulation

Al governance framework

Level 5 - Intelligent FP&A

Integrated continuous planning

Intelligent, adaptive forecasting

Prescriptive decision support

Integrated enterprise simulation

Integrated Al governance & assurance

EXECUTIVE INSIGHT

Al maturity should not be measured by the degree of autonomy alone. Mature FP&A combines advanced analytics and automation with reliable data, strong
governance and effective executive decision-making.

BDCHATTERJEE.COM
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ANNEXURE 3B

Al-Enabled FP&A Performance Dashboard

lllustrative KPIs for evaluating the effectiveness of Al-enabled FP&A

Performance Area lllustrative KPI
Budgeting Budget vs Actual (%)
Forecasting Forecast Error (%)

Cash Flow Forecast Accuracy
Working Capital Cash Conversion Cycle
Planning Efficiency Planning Cycle Time
Decision Support Decision Turnaround Time

Al Contribution

Driver-based planning

Machine Learning

Predictive cash modelling

Predictive Analytics

Intelligent automation

Al-enabled analysis

EXECUTIVE INSIGHT

An effective Al-enabled dashboard should not merely display more information — it should help management understand performance, drivers, outlook, risks and

decisions requiring attention.
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ANNEXURE 3B (CONTINUED)

lllustrative Executive Dashboard

An Al-enabled executive dashboard should focus attention on a limited number of dimensions

Dimension

Performance

Forecast

Drivers

Liquidity

Risk

Investment

Management Attention

BDCHATTERJEE.COM

Illustrative Measures

Revenue ¢ EBITDA ¢ Margin ¢ Cash Flow

Forecast Accuracy ® Outlook e Key Changes

Price ® Volume ¢ Mix e Cost ® Productivity

Cash ¢ Working Capital ® Funding

Emerging Variances e Exceptions e Scenario Exposure

Capex ® ROl * Capital Allocation

Key Issues ® Recommended Actions ¢ Decisions Required
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ANNEXURE 3C

Al Governance and Internal Controls Framework

lllustrative controls for managing significant risks in Al-enabled FP&A

Control Area

Data Quality

Planning Assumptions

Forecast Models

User Access

Generative Al

Cybersecurity

Preventive Controls

Data standards, validation rules

Standard assumptions & approval workflow

Development standards & independent validation

Role-based access & segregation of duties

Approved tools, data restrictions, human review

MFA, encryption, secure APIls

Illustrative Owner

Data Governance

FP&A Director

FP&A / Model Governance

IT Security

Finance

CISO

Frequency

Ongoing

Planning cycle

Periodic

Quarterly

Ongoing

Ongoing

EXECUTIVE INSIGHT

Governance requirements should be proportionate to the materiality, complexity, risk and intended use of the Al application.

BDCHATTERJEE.COM
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ANNEXURE 3C (CONTINUED)

Executive Governance Principles and CFO Checklist

Principles to apply before relying on material Al-generated forecasts

Principle Requirement

Accountability Finance leadership remains accountable for material Al-supported decisions
Transparency Significant Al outputs should be sufficiently explainable for informed review

Human Oversight Material forecasts, plans and recommendations require human review and approval
Data Integrity Al-generated insights depend upon reliable, complete and governed data

EXECUTIVE INSIGHT
CFO CHECKLIST BEFORE RELYING ON MATERIAL AI-GENERATED FORECASTS: Has the underlying data been validated? Has the model been tested and validated? Are

material assumptions documented and approved? Are significant forecast changes understood and explained? Is the output sufficiently transparent for informed
management challenge?

A J
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ANNEXURE 3D

Worked Example: From Historical Data to the Final Management Forecast

Northstar Components Ltd — one continuous illustration through the complete forecasting cycle

BDCHATTERJEE.COM Module 3 — Training Series
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ANNEXURE 3D — WORKED EXAMPLE

The Complete Forecasting Cycle

Northstar Components Ltd manufactures standardized industrial components sold through distributors

> > H > >

Historical Data Business Drivers Baseline Forecast Al-Assisted Forecast Scenario Analysis
> > 2 > >

Forecast Validation Management Override Final Forecast Actual Results Variance & Learning

EXECUTIVE INSIGHT

The Al model produces an analytical forecast and a confidence range — it does not approve the forecast. FP&A reviews the output, business management contributes
current information, and the CFO remains accountable for the final forecast.
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ANNEXURE 3D — 1. HISTORICAL PERFORMANCE

Twelve Months of Validated Historical Data

Units, USD thousands, unless otherwise indicated — selected months shown

Month Units Sold Avg. Price () Revenue ($000) EBITDA ($000)
January 10,000 50.00 500.00 60.00

April 10,800 51.00 550.80 77.40

July 11,600 52.00 603.20 95.60

October 12,400 53.00 657.20 114.60
December 13,400 53.00 710.20 133.10
Full-Year Total 137,900 — 7,119.90 1,104.95

EXECUTIVE INSIGHT

The data shows sustained volume growth, periodic price increases and gradual cost inflation. December benefited from seasonal demand and should not automatically
be treated as the normal monthly run rate for January.
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ANNEXURE 3D — 2. BUSINESS DRIVERS

Identification of the Principal Business Drivers

FP&A works with sales, operations and supply chain to identify the factors that most directly influence performance

Financial Measure

Sales volume

Selling price

Variable cost

Fixed operating cost

BDCHATTERJEE.COM

Principal Drivers

Confirmed orders, conversion, cancellations, distributor inventory,
seasonality

Contract prices, approved revisions, customer/product mix

Raw-material prices, labour efficiency, freight, product mix

Payroll, maintenance, technology, facility costs

Module 3 — Training Series

Management Interpretation

December demand should be normalized; distributor inventory
moderately above target

Modest increase expected, but competitive pressure limits full recovery

Input prices increasing; volume-efficiency benefit may reduce

Contractual and payroll costs will increase in January
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ANNEXURE 3D — 3. BASELINE FORECAST

Conventional Baseline Forecast for January

Prepared using the organization’s established planning methodology

Baseline Forecast January ($000)
Revenue (13,000 units x $53.50) 695.50
Variable cost (13,000 units x $32.00) (416.00)
Contribution 279.50

Fixed operating cost (157.00)
EBITDA 122.50

EBITDA margin 17.6%

EXECUTIVE INSIGHT

The baseline is transparent and easy to understand, but relies substantially on recent financial trends and approved assumptions — it does not fully incorporate the
latest customer, distributor and operational indicators.
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ANNEXURE 3D — 4. AI-ASSISTED FORECAST

The Al Model Identifies Three Additional Signals

Signals not adequately reflected in the conventional baseline

» Distributor inventories are above their normal range, indicating possible slower replenishment
» Customer-order conversion weakened slightly during the final two weeks of December

» Raw-material and freight indicators suggest greater variable-cost pressure than assumed in the baseline

Al-Assisted Forecast January ($000)
Revenue (12,650 units x $53.40) 675.51

Variable cost (12,650 units x $32.20) (407.33)
Contribution 268.18

Fixed operating cost (158.00)

EBITDA 110.18

EXECUTIVE INSIGHT

The model estimates a revenue range of approximately $648,000—-5704,000. This range depends on the relevance of historical data and stability of driver relationships
— itis not a guarantee.
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ANNEXURE 3D — 5. RECONCILIATION

Reconciling the Baseline and Al-Assisted Forecasts

Making the model output explainable rather than an unexplained algorithmic adjustment

Component Baseline Al-Assisted Principal Explanation

Units sold 13,000 12,650 Higher distributor inventory, weaker conversion
Avg. selling price SRR $53.40 Expected customer/product-mix effect
Revenue (S000) 695.50 675.51 Lower volume and marginally lower price
Variable cost/unit $32.00 $32.20 Raw-material and freight pressure

EBITDA (S000) 122.50 110.18 Lower contribution and higher fixed cost

EXECUTIVE INSIGHT
Management can see the change is not an unexplained algorithmic adjustment; it arises from identifiable volume, price and cost drivers.
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ANNEXURE 3D — 6. SCENARIO ANALYSIS

Downside, Base and Upside Scenarios

A single-point forecast may create a false impression of certainty

Scenario Revenue ($000)
Downside 625.40
Base 675.51
Upside 715.54

DOWNSIDE ASSUMES

= Weaker replenishment orders
= Greater customer caution

* Higher input costs

EBITDA ($000)

82.90

110.18

133.27

EBITDA Margin

13.3%

16.3%

18.6%

» Stronger order conversion
= Favourable customer mix

* Improved production efficiency

BDCHATTERJEE.COM Module 3 — Training Series
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ANNEXURE 3D — 7. ACCURACY ASSESSMENT

Back-Testing the Baseline and Al Models

Evaluating model performance over the preceding three months before relying on it

Accuracy Measure Baseline Forecast
Mean absolute percentage error 3.2%

Aggregate forecast bias 3.2% underforecast
Months within £2% of actual revenue 1of3

Al-Assisted Forecast

1.5%

0.7% underforecast

20of3

EXECUTIVE INSIGHT

The Al-assisted model recently performed better than the baseline. This does not prove it will always be more accurate — three months is a limited validation period.

The results support its use as an additional forecasting input, not as an independent decision-maker.

BDCHATTERJEE.COM Module 3 — Training Series
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ANNEXURE 3D — 8. MANAGEMENT OVERRIDE

Management Review and Override

Current information not available to the model at the forecasting cut-off

Override Adjustment Rationale

Confirmed customer order +500 units Order received after model cut-off

Supplier constraint (200) units Part of demand may not be fulfilled in January
Selling-price adjustment +50.10/unit More favourable customer mix

Variable-cost adjustment +50.05/unit Higher-cost mix associated with the order

EXECUTIVE INSIGHT
The override does not imply management rejected the Al model. It reflects relevant, supportable information unavailable to the model at cut-off — rationale,
evidence, owner and financial effect are all documented.
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ANNEXURE 3D — 9. FINAL FORECAST

From Baseline to the Final Approved Forecast

Combining model-based analysis with verified information and accountable judgement

Forecast Stage Revenue ($000) EBITDA ($000) Decision Responsibility
Conventional baseline 695.50 122.50 FP&A

Al-assisted forecast 675.51 110.18 Model output, reviewed by FP&A
Management override +17.32 +7.01 Business management

Final approved forecast 692.83 117.19 CFO

EXECUTIVE INSIGHT
The CFO approves the final forecast after confirming: historical data is validated; drivers are reasonable; Al output has been explained and challenged; downside risks
have been considered; and the override is evidence-based.
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ANNEXURE 3D — 10. COMPARISON WITH ACTUAL

Final Forecast Compared with Actual January Results

Actual revenue was 1.6% below forecast; actual EBITDA was 5.6% below forecast

Measure Final Forecast ($000)
Revenue 692.83
Variable cost 417.64
Fixed operating cost 158.00
EBITDA 117.19

Actual (S000)

681.79

412.13

159.00

110.66

Variance

(12.03) Unfaw.

5.51 Faw.

(1.00) Unfavw.

(6.52) Unfav.

EXECUTIVE INSIGHT

The greater EBITDA variance reflects the combined effects of lower sales volume, higher variable cost per unit and higher fixed operating cost — lower total variable

cost mainly reflects lower volume, not an efficiency gain.

BDCHATTERJEE.COM
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ANNEXURE 3D — 11. VARIANCE ANALYSIS

Separating Volume, Price and Rate Effects

The principal issue was lower-than-forecast sales volume

Variance Component Amount (S000) Explanation

Revenue — volume effect (12.31) Unfav. (Actual - forecast units) x forecast price
Revenue — price effect 1.27 Fav. (Actual - forecast price) x actual units
Variable cost — volume effect 7.42 Fav. Lower volume required less variable cost
Variable cost — rate effect (1.91) Unfav. Actual cost per unit exceeded forecast

EXECUTIVE INSIGHT

The favourable selling-price variance partially offset the volume shortfall. Lower total variable cost mainly resulted from lower production volume, not an efficiency
gain — variable cost per unit was, in fact, unfavourable.
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ANNEXURE 3D — 12. OVERRIDE EVALUATION

Evaluating the Management Override

Forecast review should evaluate decision quality at the time made, not only against the actual outcome

Volume Forecast Units Difference from Actual (12,720)
Al-assisted forecast 12,650 70 units below actual
Final management forecast 12,950 230 units above actual

EXECUTIVE INSIGHT

The Al-assisted forecast was closer to actual volume than the final management forecast. However, this does not mean the override was unreasonable when made —
subsequent analysis showed the supply disruption affected 430 units, not the 200 estimated, meaning the override itself was reasonable but the underlying estimate
was wrong.

= Management should avoid judging an override solely by whether the final number happened to be closer to or further from actual performance

BDCHATTERJEE.COM Module 3 — Training Series
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ANNEXURE 3D — 13. LEARNING AND FEEDBACK

Learning and Model Feedback

The forecasting cycle does not end when the actual result is reported

Finding Required Response

Distributor inventory was a useful leading indicator Retain and monitor its predictive strength

Confirmed order entered after the model cut-off Establish a controlled late-information adjustment process
Supply disruption was underestimated Incorporate supplier reliability and delivery-risk indicators
Variable cost per unit exceeded forecast Reassess raw-material, freight and product-mix assumptions

EXECUTIVE INSIGHT
The model should not be retrained mechanically after every monthly variance. FP&A should first determine whether the variance reflects random fluctuation, a
temporary event, poor data, an incorrect assumption or a structural change.
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ANNEXURE 3D — 14. GOVERNANCE LESSONS

Governance Lessons from the Worked Illustration

* The business problem comes first — the model must improve forecast » Forecast accuracy and bias should be measured continuously

uality, not merely introduce Al . . .
g Y ¥ = Management overrides must be evidence-based, with reason, owner and

= Historical data must be connected to business drivers, not read in effect documented

isolation . . .
= Human review must be substantive, not a mechanical approval

= Al outputs require explanation, not unexplained numerical adjustments - . . .
P 9 P P ) * Accountability remains with management — the CFO approves the final

» A forecast range is more informative than false precision forecast

EXECUTIVE INSIGHT
The value of Al-enabled FP&A lies not in eliminating judgement, but in making assumptions, uncertainties, overrides and outcomes more visible and testable.
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MODULE SUMMARY

Module 3 — In Summary

Al in Financial Planning & Analysis: Transforming Planning, Forecasting, Budgeting and Business Performance

Driver-based, rolling forecasts replace static annual budgets Predictive Analytics provides earlier warning of risk

)
Q

Scenario planning and Digital Twins quantify uncertainty @D ) Variance analysis shifts from explaining to anticipating

®)
®)

Executive decision support strengthens capital allocation Governance and human oversight remain non-negotiable

(©)

i@ ) Agentic FP&A automates workflows within defined limits FP&A professionals evolve into enterprise intelligence partners

ORERC
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