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Agenda - what we will discuss today

Establishing governance over your forecasting process

How to design and build a great forecast model

3 Forecasting applications and analytics
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Establishing governance over your

forecasting process
Gill Ellyard
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What is governance?
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Defined process and controls are key

®) X
> Q

Update business risks Timeline with roles

within strategy and responsibilities

2

S 5]

[y ] 1
Buy in from senior
stakeholders

Be clear on your
building blocks

7  ©2024 Grant Thornton UK LLP.
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Monitoring risks to
achieving forecast

Board review and
approval
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Establish and document a methodical process

Often individuals start a forecast by gathering data (qualitative or quantitative) rather than taking a step back and
asking the important question of what are we trying to forecast and why?

Planning

Determine the
objective and user

8  © 2024 Grant Thornton UK LLP.
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Gathering and Build and test Share draft
preparing the data your forecast forecast

Effectively source Test and validate Forecast
and check data messaging is key

Engaging and involving relevant individuals

(5]

Refine and
monitor

Ensure itis
relevant
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How to design and build a

great forecast model
David Mountjoy
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Financial model design considerations

@ Forecast timeline Model outputs
+ Length of forecast * Profit and Loss, Cash Flow, Balance Sheet
* Periodicity » Other KPls
Model
purpose
and users
@ Divisional structure o
%
* Group, entity, division, region * How will the forecasts be driven?

* Which outputs at which level?
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Model design trade-offs

Detail Flexibility

Speed
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Long-term planning

* Outputs: Integrated P&L, BS, C
* Divisions: key divisions only

* Drivers: focus on flexibility

13 © 2024 Grant Thornton UK LLP.

Timeline: 3-10 years, monthl

or quarterly

F

Project Cirrus
Dashboard

Selected case:

Management
on
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Al checks are OK

Summary finaneials (£m) m Post-transaction consolicated cash balance (£m)
Actual | Out-tum | Forecast| Forecast | Forecast| Forecast | Forecast. 150
Revenue 00
Licences. 88 75 80 85 89 93 97
Consiting 74 107 132 158 205 267 M7 350
Support 26 25 27 31 37 44 54 200
Other 08 08 01 01 0.1 01 01
Total revenue 10.6 216 240 215 333 404 499 250
Annual growth (%) 10.1% 11.0% 14.9% 20.8% 21.6% 23.5% 200
Gross profit 11.4 146 17.1 203 257 326 4.7
Gross profit margin (%) 580% 674% 712%  737% 77.2% 805%  83.4% 150
s 28 1) 36 58 76 105 100
s tech 04) 02) 00 00 00 00 00 50
24 (0.1) 3. 8 76 105 b
EBITDA margin (%) 120% 133%  (03%) 120% 174%  166%  21.0% B — — —
Adiusted EBITDA 24 29 .4) 36 58 7.6 105 TL 8 § S89¢I8 L e gimu P
§ 3 558485582 5583858885833
Cash flow (post transaction) - 33 1.8 52 6.3 7.8 100 a823882388234823382343832
Closing cash balance - 76 93 145 209 27 387 T T T - T T
Sources and Uses (£ 000) Headcount Revenue by
Transaction date 18ep 19 0o 60
Sources 30 50
Senior d 300
PE loan notes
Vendor loan notes. 250 @
Management loan notes 200 »
Spare loan notes
Investor cash investment in equity 150
‘Vendors equity rollover 100 20
Management sweet equity
Total sources 50 10
Uses - o o o o = =
Enterprise value 2Pe2222QRQRasadNNEREITT
Transaction fees 52859859852 852858985%88 FY19 FY20 FY21 Fr2 Fyz3 Fr24  FY25
.oan amangement fee <20 120<Tzg0<g0<Txa0<g0< 0
Gash surpius / (shortfall) Tt TToTTo T T T T T mLicences Gonsulting mSupport mOther
Total uses mTotal Singapore headcount ‘mTotal UK headcount
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Budgeting

Budget model All checks are OK
Profit and Loss input template Headroom limit breached! Budget Budget Budget Budget Budget Budget
Period
(data is imported into this sheet using the Startdate  1Jan24  1Feb2d  1Mar2d
L . macro controls on the ‘BaseCase_Inputs” sheet) Enddate  31Jan24  20Feb24  31Mar24  30Apr24 31 May 24
* Timeline: usually one year mont
er_site |
000 £ = = = = = =
001 Bimingham £ - - - - - -
hd L4 002 Bradford £ 100,733 104,308 108,854 100,010 105,324 103,833
[ ° 003 _ Brighton & Hove £ 70011 74636 74,823 74,637 73,416 74,420
° 004 Bristol £ 3245 26,107 43834 42,795 45,568 41,391
9 005 Cambridge c - 5 B B , -
006 Canterbury £ 21473 30,695 29,106 29,057 31,941 31,122
. 007 Carlisle £ 28,299 29,787 29015 28379 32,208 31,192
008  Chelmsford £ 33,907 42046 41,018 37,886 41,790 39,637
h I h | V | 009 Chester £ 74,850 70475 76,343 65,885 76,756 68,880
010 Chichester £ 36,842 37,986 38,770 33,579 37,080 34773
011 Colchester £ 90,741 6,308 58,942 56,312 59,214 97,535
012 Coventry £ 2285 41,424 41,481 39,715 42,490 41,960
013 Deroy £ 71880 80,072 299 74,837 86,670 80633
014 Doncaster £ 22971 23415 26,033 27 25452 22,
L L L] o1s £ - - - - - -
[ ° 016 Ely £ 74816 77,006 76,654 72,100 75,073 72224
° 017 Exeter £ 52,786 55,406 55,125 49,785 58,601 52,774
018 Gloucester £ eseia 76,648 70,165 66,324 70,850 70,172
019 Hereford £ 40,059 36,805 547 35,344 37,360 35,946
020 Kingston-upon-Hull £ 34, 34,121 33548 31,539 35,020 32713
021 Lancaster £ 37,866 30,757 36,508 33,953 40,775 38218
° o 022 Leess £ 35578 38,124 38,591 35,978 33,116 35,455
[ ) r I Ve rs L] O C 023 | Leicester £ 47175 48,568 47,806 43,584 47841 47651
' IS O n e q I 024 Lichfied £ 27,158 29,452 28,457 23,291 28,131 23,801
L4 025 Lincoln £ 91,804 96,239 108,395 87,473 97,744 20,977
026 _ Liverpool £ 111,025 119,308 128,062 102670 113,120 107213
027 |London £ 67,160 7, 72,130 88,703 74812 69,174
028 Manchester £ 77,367 36,946 57,664 Ta,227 80,834 e
029 Iiton Keynes £ 49936 52642 51,614 39,039 62,285 51,510
030 Newcastle-upon-Tyne £ 102,193 108,383 104,767 102,357 104,562 107,290
031 Norwich £ 55,465 55,501 52,086 54,149 51,757 61,311
032 Notingham £ 52995 94,575 29,976 28,268 84,481 20,197
033 | Oxford £ = = = = = =
034 Peterborough £ 57,303 81,261 50,525 56,530 60,926 55,413
035 Pymuth £ 143242 145,800 147,935 129,728 150,160 136211
036 _ Portsmouth £ = = = = = =
037 Preston £ = = = = - -
038 Ripon £ 73870 36,948 81,178 74555 86,630 77,933
033 Salford £ 51941 89,466 77,760 76,924 79,432 80,268
040 Salisbury £ 129,449 141,337 122,844 121,523 125,485 126,807
041 Sheffield £ - - - - -
042 Southampton £ = = = = = =
043 Southend-on-Sea £ = = = = = =
044 St Albans £ 105790 07,544 108,123 6,780 108,025 106,684
045 Stoke on Trent £ 51247 58,360 56,126 50,088 53,801 52214
046 _ Sunderiand £ 30,070 31,698 30,780 28,564 30,435 30257
047 Truro £ 126,458 133,509 132,901 116,801 133,538 122313
048 Waketield £ £5302 71,538 T0s38 65,958 74226 85,180
048 Wels £ 67689 70308 To.464 64,499 69,430 81346

1+ © 2024 Grant Thornton UK LLP. ° Gra ntThOI'ntOf'l
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Short term cash flow forecasting

STCF domo modol
Weekly inputs for

[y p—

Timeline:

13-week rolling forecast

1.1 Contracted revenue.
(o et s s on ot oy shet
Main contrcted roverue

(1 ntne sk conaongh 10 of sch
o, ar e g e I e 10 s on .

5

B2 2nz
Win  Widnn  fonn 2

i 500 - 12500
° Out ”tso ( :F Onl B
L] roceived i the wesk cantaining he st day o each
L4 L4 L4 ° 1.2 Other revenue receipts.
. Cu NnC ccoun — -
P i | e —
D . f VAT recepis. co —— 250 250 250 250
i . TOCUS On spee
rivers. N
Forecast cash balance (£m) Lowest cash balance (Em): (2.0) In week commencing: 1 May 23
(x axis shows first day of week)
10.0
9.0
5.0
7.0
6.0
5.0
40
3.0
20
1.0
(1.00
(2.0)
(3.00
(4.0)
(5.0)
(6.0)
7.0)
. ) . . . . . . . N . .
R T & +
# ) ¢ o 2 & P o
Cash balance e Cash balance after confingency  ««««. Prior week cash balance after contingency o Lowest cash balance

15 © 2024 Grant Thornton UK LLP.
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What do you want from a financial model?

transparency
flexibility
efficiency

credibility

16 © 2024 Grant Thornton UK LLP. ° Gra ntThOI'ntOf'l



Keep things simple

* Model design: watch out for
unnecessary complexity

*  Writing formulas:
- Keep formulas short

- Use simple functions

Commercial in confidence

rofit & Loss A/C Brought Forward
ofit/(Loss) YTD

urc Loan Repayments
ortgage Repsyments (inc Inter=st]
quity Lcan Repayments finc Interes)
ank Overdraft

finvoice Finance Availability
urplus/(Deficit)

opy and speciel paste torow 72
rojacted Profit 09/10

er DraftB/shest

ifference

ock Ratio
ebtcr Ratio (exclnter Co)
reditor Retio

2512112

Balance sheet plug

151,421.00
82227.49
89,192.51

198872 -

158372 -

1,988.72 -

2,067.00

lient Projected B/Sheet. ‘ D2¢-13 Jan-14 Feb-14 Mar-14 Apr-14 May-14 Jun-14 Jul-14 |
o ] ] ] ] ] [ o
INANCED BY: (0) [0)
hare Capitial 21,600 3,802
[share Premium Account. 194,400
caoital Redemption Reserva 4,000

5,883

7375

- 130505 - 286149 -

1.1 Existing products

Annua sles befors sensitity

12pr

7
2

31 ar 24

1apr24

1800
30 A0 23

otal Bank Dabt
fInvoice Finance 4714 4309 5,889 5,525 5,251 5,051 5,082 5235
ortgage 765 765 765 765 760 755 70 735
Project Impala ‘Al hecks are OK
rofit and Loss calcul pitvities re ON et | own | rorecast Foreen T T I Y I

1Moy 23 123
31y 23 a2 3Awgz

Yelow con B 2550 2754 267
Green S0 . bre S e
Annua sles sttervolum
. . Saks vouns senstvy % so so% 0% son sos
e co - owm owm wm nre
Green 2o I s i s e
sur o T ame b =
e co . .
Green 2o , : , : :
Sur fo , : , , :
Seasonaity
Parartageof sues sl  or: T bay Jun
Yelow % a3 2% o3
Green % 0% 0% a0%
Percertageof sus s n ert:
e “ 0% 0% s0% eox 0% s0%
Green % To% 0% s0% a0 0% s0%
Sur “ 0% 0% So% a0% 0% So%

17  © 2024 Grant Thornton UK LLP.
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Separate input assumptions

Project Impala Allchecks are OK
° * Input assumptions Sansitivities are ON Outtm | rorecast
nuone can find an T
m Strtdste)  1Apr23 1At 1Apr25 A2 1Aprar  1Apra  1Aprat  1May2d
e S e Encdate| 31 Mar2d 31 Mar2s 3 Mar2s 3 Mard’ _ 31Mar2 31 Mar2) _ 30Apr24 31 May2d

1 Sales

understand assumptions

Annual sales in first forecast year

L]
Res <000 10,500 | E———
N r velow <000 2500 | I S —
Green £000 5770 | I R —
sue 2000 I oo e e S S—
o —— £ P = - = =

Annual sales growth rate

9 .
° t e
S C eG r wnic ( :e S ( :GI | Veiow %ps 205 sow| 10w sow
Green %ps s0% <0% s0% s0%
Bue %o 10.0% 10.0% 10.0% 10.0%

Annual sales

e ( : I‘ ] G r ] e d Red 2000 - we0 %0 1080 10800 10300
Yelow £000 B 2500 2550 2754 3167 364z

Green £000 - 3720 3,008 2101 2,308 4522
Blue £000 - 2,700 2970 3,287 3504 3,083
Total current products £000 B 78,820 203% 21,022 21957 23017

Seasonality of sales

M Jun
Red % oK 5.0% 5.0%
elow % ok a3% a3
Green “ ok 50% s0%
Bue % ok To% 20% 2.0%

° 1.2 New products

* Use cell shadin
Orange £000 I 70 w0 550 2200
Purpie £000 210 100 1,650 3000
Totalnew products 2000 B - 30 7% 2800 %100

* Don’t hard-code anythin

®

© 2024 Grant Thornton UK LLP. ° Gra ntThOI'ntOf'l
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Use formatting to guide the user

* Cell shading
e Font colour
* Clear negative signs

» Colour-code tabs

Mavigation Dashboard FinStats

19  © 2024 Grant Thornton UK LLP.

2 Model key

Actuals

2.1 Cell formats

100 Input number
100 Histeric input number
100 Locked input (should not be changed)

_ Blecked input (should not be used)

- Blocked area or hard-coded zero in calculations
Formula is inconsistent from adjacent formula in the row or block

100 Called up assumption
10.0% Sensitivity
Notes Notes and instruction text
Frglabel Range name label
OK Error check passed
ERROR Error check failed

Sensitivities Assumptions P&L_Calcs BS_Cales Checks -

° GrantThornton
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Other transparency tips

Use clear labelling Don’t hide anything
* Every row should be labelled * Don't hide sheets

- What does it show? * Don't hide rows or columns

- What units is it in? » Don’t use white text on a white
* Every sheet should have a title background!

e Use clear tab names

20 © 2024 Grant Thornton UK LLP. o Gl'a ntThOI’nton
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Make sure your financial statements are

(]
integrated
Profit and Loss
X Cash Flow
X
P /7EBITDA X Balance Sheet
EBITDA X = X X
X X X
Result for period X X Cash balance X
X Net assets X
Retained profits X Cash flow x/
X
Cash balance X Retained profits X
/ Shareholders' funds  x

21

M Balance Sheet balances

© 2024 Grant Thornton UK LLP. ° Gl'a ntThOI’ntOf'l
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Present outputs clearly and compellingly

Project Impala

Output financial statements

Al checks are OK

Sensitivities are ON

Period
Start date|
End date:

Actual

4
1 Apr 23

31 Mar 24

outturn
FY25
1Apr24

31 Mar 25

31 Mar 25

7
1Apr 26
31 Mar 27

8
1Apr27
31 Mar 28

Total sales

Cost of sales:

Gross proft:
Red

Velow
Green
Blue.
Orange
Purple
Total gross profit

saftcasis
sal-s and marketing costs

Legs\ and professional costs
Other overheads.

EBITOA

Project Impala
Dashboard

41
©031)

(756
@32
(15e7)

(10,737)

1223

3781
2718

28
.287)
(15%8)

2.29)
(1539)

(12820)

11,301

2,050
2079
73
280
2427

7416y

(189
(13010}

11,301
2,855
4280
3387

383
415
2574

7.416)
(1,428)
(2126)
(1694)
(124)
(251)
(13,058)

11,301

(1159)
(14702

11301

Filters (fnothing s seected n @ caegor,aftems wilbe shown by efaut) | | Number of interims
cnoose 0
Revenie svean croose P
s financials (£ o
"y (Em) .
sk & o a1 w0 es  mas |[ P
Costorsaks @8 2 @ @9 32 @9 G || 20
Search ) s 57 s ne e[| oo
nermiel s 3 ;3 o2e ||
Total Nr1 w1 ms M1 ws
Al rovth (9 T o | )
Sttt cots (exc. managenentbanuses) @ e weo e || s
Contriution w2 57 s 28
Fercertagsof eI P O SESARNNNNNNRRRRARIILIAIALLLAR
Average number of heads (exc. central) s a1 51 s 10 2558582335888%33883%338%88:233588%
nverage el por consutan 07 0s 05 0s 05 0s 06 R R R R R
ohen ot & et e
Number of heads by level = Supporticn Annual NFI and contribution (£m) atotaine
=Barmer
120 =biacice head 50
o
100
350
@
20
@ 0
“©
3
228 RERLILNNNNNRRARIIIILALR
38558385%83852383528383523835%38
gicgisze P P Pt IS
50
20

Summary financials (£m) Cash (£m)
‘Actual | Outdum | Forecast | Forecast | Forecast | Forecast
Revenue: s w3 24 2me 7wz || %0
Annual growt (%) 166% 5% 5% 1as% 176w || 89
70
Gross prof 67 7. 8 85 10 1 || g
i S— wa won wmw ex em e (|2
oA 23 44 20 21 38 ss || a0
EB1TDA margin (36) man 7w ez s maw% 92% || g
Proft afer tax o1 axm e 1o 20 as |[ 20
10
Cash fow (forecast periods orly) -0 e 17 28 40 -
I I IR 8L LR & 8 & " 8 8 8§ 8§
Forecast D labiity SRy ey ey BD @9 =3 z¢8:23xzE8=23=z2233=z¢:3z¢
Forecast net debt - 42z dm 03 18 =0 B T T T T -
Switches and sensit Sales (Em)  =Red Yelow  uGreen || Gross profit (m) ®RE0 - Yelow nGreen
mBue  =Ommge  mPupk mBue  mOrange mPupe
0 140
Senstivty swich on
New productlaunch switch on 00 20
(more detaled senstvty controls are on the ‘Sensittes' sheet) 20 I 00 I
T— « > . 200 i 5 |
- | m N
Sales price sensiivy < > o 150 60
Gross margn sensiiviy < > 2 100 40
Staff cost sensiiviy < > o 50 20
Deblor days senstivky 3 B) +3days Fr2e FY2s FY2s FY27 V26 P29 P24 Fv2s P26 P27 Fv2s Fr2e

[End of sheet

22 © 2024 Grant Thornton UK LLP.

verdrattfimit exceedeas

)

Lowest headroom (Em: In veek commencing: 1May 23

O R
ST * <
geny © Lovesthesdom
25
20 o oo
L2 oot wor —-—
@ on
15
0
o7
05 w5
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Forecasting applications

and analytics
Mike Williams




Commercial in confidence

Why move to a system-based forecasting

approach?

Why do we step outside Excel?

* Recurring forecast

+ Shorter term budget cycles

* Live/system generated data

* Multiple data sources

* Granular data

* Managing access and controlling models
* Model size, number!

25 © 2024 Grant Thornton UK LLP.

X3

Management Department v Company ~ ion v
accounts Sales 2L v v
Revenue Gross margin Gross margin %

M 27M M 22M sow 81%
PLMapping Value thisyear  Value last year Var Var%
Revenue 744583154 265083154 2479500000 935%
Costof sales 527842684 52482484 475360200 906%

2216740469  2,126.006.69 20,041,398.00 943%
81% 80%

« 61880273 G183 -S5724400 905% Jan2020 Ju12020 Jon 202 1ol 202
Sales and marketing costs -275821.33 1404133 -261,780.00 1864% -

Rent 26010877 2610877 23400000 896%

Legal and professional costs 36520817 1196417 35333400 2953% Cost breakdown

Other overheads 9754319 1420509 18333810 1291% oM

oindietcoss G renio  asscetd 0w neeed 1|

EBITDA 2044983049  1,998128.59 18.451,701.90 923% 0.5M o2 oz 031M  -032M

EBTDA % 75% 75% oo

Depreciation and amortisation 37119489 -3494489 -336.25000 962% e 094

Interest -200,398.23 -19,807.08 -180,591.15 912% oM

Profit before tax 19.878.237.37 194337662 17.934,860.75 923% M

Profit before tax % 72% 73% !

Corporation tax ABTSTIZ0 2563019 16194101 632% At

° GrantThornton
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When is a good time

When is a good time to move to system-based forecasting?

* Large enough team (and budget to develop)
* Appetite for change/culture Timeline
* Change in other systems

* Need for auditability of forecast - - - - -

* More scrutiny
* Data maturity curve

Time to develop

26 © 2024 Grant Thornton UK LLP. ° Gl'a ntThOI’ntOf'l
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Steps for implementation

How can a business make the transition as easy as possible?

Define business problem '-

Sell to the business %f’
Design a proper specification for the tool

N
Identify the data sources - consider their quality/accessibility
Select the right application for you

Engage with stakeholders

Phased development approach (MVP)
Parallel run for a period of time

=)
Feedback and test @*‘

00N OF WD

27 © 2024 Grant Thornton UK LLP. o Gl'a ntThOI’nton



Commercial in confidence

Is this right for our business?

What are some

of the questions to
ask the business
before embarking
on a system
implementation?

Purpose - What is the financial model you plan to develop for?

Users - Who is going to be using the model?

Data - What is the data size for the model input?

Security - What level of security you would like to have?

Change - Are your organisation and users ready for a modelling tool change?

Costs - How much budget you prepare for the upfront and ongoing costs?

000000

28 © 2024 Grant Thornton UK LLP. Q Gl'a ntThOI’nton
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Using data analytics in modelling

How can we use data analytics and machine
learning to improve our forecasting capability?

* Analytics for model types:
- Long term: trend forecasting In using business data
- gufgets: sales pipeline, introduce other - governance/understanding
ata
—  Cash flow: churn, LTV, propensity to pay
« Customer analytics
- Segmentation paramount to accurate modelling

is extremely important -

Knowing exactly what is what is

- Profiles
* Visualisation

° GrantThornton
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Al in financial forecasting

Synthetic data - proxy data

Scenario analysis Hc:ving proper definitions
Trend identification around Al generoted
Write reports information helps control

Building models and writing usage in a business
formulas

° GrantThornton
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Contact us

i‘;‘?,v
(‘v | '

Casper Kaars Sijpesteijn David Mountjoy
Finance Function Improvement Modelling
casper.h.kaars.sijpesteijn@uk.gt.com david.mountjoy@uk.gt.com

d

“ﬁﬂ

Mike Williams Gill E Ellyard
Head of Digital Products Finance Function Improvement
michael.gn.williams@uk.gt.com gill.e.ellyard@uk.gt.com
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