Forecasting Framework
FP&A & Revenue Operations Approach

A structured, driver-based methodology for improving forecast accuracy and business decision-
making.

Overview

This framework outlines a practical approach to building accurate, decision-ready forecasts by
aligning financial data with operational drivers.

It is designed to:

o Improve forecast accuracy and transparency
o Align finance with business operations
e Support better decision-making through clear assumptions and scenario planning

The Forecasting Stack
A reliable forecast is built by connecting financial outcomes to real business activity:

o Financial Data
P&L structure, billing data, and historical performance trends
e Operational Validation
Input from business leaders on pipeline, customers, and execution risks
e Driver-Based Modeling
Key drivers such as customers, volume, pricing, and cost structure
e Forecast Qutput
Revenue and cost projections, including scenario ranges
e Strategic Decisions
Hiring, investment, and resource allocation

Core Forecasting Process

1. Start with the Business Unit P&L
Use the existing P&L structure to ensure completeness and alignment with leadership reporting.

2. Revenue Forecasting



e Analyze recent trends, adjusting for seasonality and anomalies
o Validate assumptions with sales and operational stakeholders
e Cross-check against billing data to identify non-recurring or at-risk revenue

3. Cost Forecasting

e Variable costs modeled as a function of revenue, adjusted for known changes
o Fixed costs projected based on hiring plans, vendor contracts, and operational initiatives

4. Continuous Monitoring
o Track forecast vs. actual performance

o Update assumptions as conditions evolve
e Surface risks early to support proactive decision-making

Performance Measurement
Forecast Performance Metrics

o Forecast Accuracy: Variance between forecast and actual results
e Revenue Variance Drivers: Volume, price, and mix analysis

Advanced Practices
Advanced Forecasting Practices

e Driver-Based Forecasting
Linking financial outcomes to operational activity
e Scenario Planning
Developing base, upside, and downside cases under uncertainty

Summary

This framework reflects a practical FP&A and Revenue Operations approach to improving
forecast reliability, aligning cross-functional inputs, and supporting data-driven business
decisions.

Example applications include revenue forecasting, headcount planning, and scenario modeling
in dynamic business environments.
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