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VUCA environment

In VUCA environment traditional planning is simply not working

Volatility

Uncertainty

Complexity

Ambiguity
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Recommendation

Digital Planning adresses several actual painpoints

Pressure to act for General pressure to Market pressure from
technical reasons higher efficiency and competition
effectiveness

rll'm

Increasing demands for Calls for Respond to competition
= Replacement of outdated = Much faster and better m Faster reacting
legacy architecture(s) founded decision-making competitors
= Use of new technologies (including scenarios and = Demanding potential top-
simulation) employees

m Saving of resources

Source: Horvath & Partners (2018)
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Performance Management - Driver Model

The structure of driver models reflect the business logic and
functional relationships of an Energy supplier

Financial Result based figures Model with direct drivers Degree day figures
Top-KPI financially, multi-level (financial + non-financial)

Interest rate

Revenues Sales volume
Contribution 0 from electricity Price per New customers
Margin KWh
Revenue Reference Currency rates
EBIT __° from services
- Inflation rate
Operations Customers
fees 0

Financial governance model: peak
ratio, Contribution margin structure,
transparency requirement

Strategic
premises and
drivers

Capital market,
Stakeholder

Industry and business model
specifics function / process specifics

Strategic target/ objectives system

4 Bucharest, 15th of November 2018 | Annual AFEER Conference | Driver Based Planning © Horvéth & Partners



Performance Management - Driver Model

Electricity and gas supply can be broken down by the driver
logic

Result figure ——————— Driver logic and steering variables

Depreciation for
assets

Personnel costs
(including additional

CM Il

Legend

| Result figure

Key figures

Drivers

* for gas sales no EEG surcharge
** no office staff in the bulk customer segment

CM | Electricity /

Gas Sales Volume

Specific CM |

Sales commission

Cost-to-acquire Marketing Budget

Benefits in kind

Billing cost

Cost-to-serve
Customer service
cost

Other office costs**

Debt loss

Claims expenses
Cancellation

insurance

Existing customers

New customers

Specific sales

@-Spec. Sales price

@-Spec. reference transfer
price
@-Spec. network fees

Spec. EEG-levy*

Spec. Energy tax

New customers

Commission per new
customer

Cost per billing

@-Billing per customer

Customers

Sales revenue electricity

Default rate

Drivers ——— —
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Performance Management - Driver Model

... and are anchored in the cross-sector steering logic  ProjectCase

Group Company level Cross-domain steering logic Operational areas
|

Power grid

iodi Gas network
é{\)/eerrl]%cgg and Billing of general Shortage of
earnings tasks service centers ) :
- Operational steering

—{Annual surplus Interest
Resolutions v. Cost of the cost
o accruals center
Participations

P Income

Group earnings |

Sales companies for electricity, heat and gas

Bulk buyers
Large customers
Aperiodic an
Billing of general Shortage of -
Annual surplus rezﬁ?nugess - E5E SRIEEEIEE ST

Energy concepts

Participations Resolutions v.
income accruals

Cost of the cost
center

Legend

|Result figure | Other companies

Stages of the
result scheme

Key figures
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Development of Planning & Budgeting

Integrated Business Planning means on Timehorizon integrated

Strategic planning Target Setting

Constraints
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Simulation

Strategy

Input

Driver-based
planning
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,Distribute” targets

Targets
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Generate forecast based
on driver update
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Driver-based KPI modelling

Model with KPIs!

-~

Driver model Simulation function

Planning >> Reporting >>

Forecast

)

@ = Plan

assumption
/ Vo = Driver
@ = General

market

risks

%

O
O

%

Source: Modern Planning and Budgeting Instruments (2013)
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Predictive Methods

Use predictive methods to make use of operational data in order
to support financial forecasting processes

Proactive-predictive Methods Best Practices

c "\ —=_ = Influences/ effects = Predictive models create
£ L —Oi= © Measures forecasts with much higher
T -+ Changesin costs quality and accuracy

Definition of measures with
"Predictive" future relevance is anchored
in performance
management

i

Yo

Last year Part of current year Forecast

] m  Humans remain important as
l correcting factors for

I disruptive or irregular
= l I developments and effects

m Lower workload due to high
degree of automation

JAN FEB MAR APR MAY JUN JUL AUG SEP OCT NOV DEC JAN FEB MAR APR MAY JUN ;| JUL AUG SEP OCT NOV DEC

m More effectiveness due to

R iImproved touchpoints in
= - Multi-dimensional decision-making process

Q nternehmen — ~ ~ Wettbeworber o ___ - E & .
£ @) — predictive model = More effectiveness due to
g P : < i— " Auto_matic generation and active performance
P e Do provision of forecast management through
e information measures
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Example: Digital planning

The future has already started:
Digital planning — the Horvath & Partners way

Continuous updates Planned or ad hoc

Generation of Scenario-based modelling
updated base case of the future
Updated BT S SRR S RS S P
outlook
Y1 Y2 Y3
Y1l Y2 Y3 Y1l Y2 Y3 Y1l Y2 Y3 ‘
01 02 03 04 = Integration of structural changes based on
- Automatic financial strategy and/or environment
- Year-end _steering m Change of parameters as integral part of
(during the year) (counter) steering and control
A v
igggtotf gg Automatic counter
I@ basis for (steering) measures Further operationalization of decisions
- —e.g. logistic and feedback loop to functional steering
decisions

-@ steering

Source: Horvath & Partners (2018)
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Steering Business

Successtully



