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QUESTIONS 1-5

Section A: Capital
Allocation Framework and Process

Do You Have a Disciplined Process — or Do the Loudest Voices Get the Budget?

Capital allocation is the single highest-leverage activity of the CFO. Every

dollar invested in one initiative is a dollar not available for another. Yet

most organizations allocate capital through political negotiation rather than
rigorous analysis — whoever presents the most compelling narrative or has the
most organizational power wins the budget. The System CFO replaces politics with
a disciplined framework that allocates capital based on risk-adjusted return.

A. CAPITAL ALLOCATION FRAMEWORK AND PROCESS

A formal capital allocation framework exists — with defined
criteria for evaluating investments including required rate of
return. pavback period. strateaic alianment. and risk

All investment proposals above a defined threshold require a
standardized business case — including NPV, IRR, payback
period. sensitivitv analvsis. and identification of kev

e Capital allocation decisions are made through a structured
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review process — with cross-functional input, challenge
sessions. and documented rationale for anoroval. deferral. or
The cost of capital (WACC) is calculated, updated regularly,
and used as the hurdle rate for investment decisions —
ensurina that everv aporoved proiect is expected to earn above
Capital is allocated across categories (maintenance, growth,
transformation, exploration) — with explicit portfolio-level
targets that balance short-term returns with long-term
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SECTION A SCORE: Total: /25 Average:
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QUESTIONS 6-10

Section B: Investment
Performance Tracking and Accountability

After You Approve the Investment, Do You Track Whether It Actually Delivered?

The most critical gap in most capital allocation processes is post-investment
tracking. Organizations spend weeks building business cases to get approval,
then never measure whether the investment delivered its promised returns. The
System CFO closes this accountability loop — every approved investment is
tracked against its original business case, and variances are analyzed to
improve future decision-making.

B. INVESTMENT PERFORMANCE TRACKING AND ACCOUNTABILITY

Post-investment reviews are conducted for all material capital
expenditures — actual results are compared against the
oriainal business case at 6. 12. and 24 months after

Project sponsors are held accountable for investment outcomes
— not just for on-time, on-budget delivery, but for achieving

the business results (revenue. savinas. efficiencv) oromised
Lessons learned from investment performance are systematically @ @
captured — recurring patterns of over-estimation, under-
estimation. or missed assumptions are identified and
The organization tracks its overall batting average on capital @
investments — knowing what percentage of approved projects
meet. exceed. or fall short of their proiected returns.

Failing investments are identified and killed quickly — there @
is a process for recognizing when a project will not deliver
its expected returns and reallocating the remaining capital

SECTION B SCORE: Total: /25 Average: /5
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QUESTIONS 11-15

Section C: Risk-Adjusted Decision Making

Are You Accounting for Risk — or Just Chasing the Highest Projected Return?

The highest projected return is not always the best investment. A project
promising 40% IRR with high execution risk may be worth less than a project
promising 20% IRR with near-certain delivery. The System CFO incorporates risk
into every investment evaluation — using scenario analysis, Monte Carlo
simulation, real options thinking, and qualitative risk factors to compare
investments on a risk-adjusted basis.

C. RISK-ADJUSTED DECISION MAKING

Investment proposals include risk assessment — each business @
case identifies the top 3-5 risks that could cause the project -~
to underperform. with probabilitv estimates and mitiaation

Scenario analysis is standard practice — every material @
investment is evaluated under base, upside, and downside o
scenarios with auantified financial impact for each scenario.

@ Risk-adjusted hurdle rates are applied — higher-risk

OB IONIO)

investments require higher returns, with defined risk premiums
for different investment cateaories (core. adiacent.
Portfolio-level risk is managed — the total capital allocation @
portfolio is evaluated for concentration risk, correlation
between proiects. and the aaareaate downside impact if
Reversibility is valued in investment decisions — investments @
that preserve optionality and can be unwound if assumptions
prove wrong are preferred over irreversible commitments of
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SECTION C SCORE: Total: /25 Average: /5
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QUESTIONS 16-20

Section D: Strategic
Alignment and Board Governance

Does Your Capital Allocation Reflect Your Strategy — and Does the Board Have Adequate Oversight?

Capital allocation is strategy made real. If your strategy says 'invest in Al

and international expansion' but your capital budget goes 80% to maintaining
legacy systems, your strategy is fiction. The System CFO ensures that capital
allocation directly reflects strategic priorities, that the board has visibility

into how capital is deployed, and that there is honest reconciliation between
stated strategy and actual spending.

D. STRATEGIC ALIGNMENT AND BOARD GOVERNANCE

Capital allocation explicitly maps to strategic priorities —

each approved investment is tagged to a strategic objective,
and the total capital deploved per strateaic prioritv is

The board reviews and approves the annual capital allocation
framework — including total budget, category allocations,

hurdle rates. and authoritv limits for manaaement versus
Quarterly capital deployment reports go to the board — showing
approved vs. actual spending, project status, emerging risks,
and anv pronosed reallocations with supportina rationale.

There is explicit acknowledgment of what is NOT being funded —
the capital allocation process surfaces the opportunity cost

of anproved investments bv identifvina worthv proiects that

The capital allocation framework is reviewed annually —
incorporating lessons from post-investment reviews, changes in
strategic direction, and shifts in the cost of capital or risk

SECTION D SCORE: Total: /25 Average: /5

OVERALL ASSESSMENT SCORE

Section A: ___ /25 SectionB:___ /25 SectionC:___ /25 SectionD:___ /25 TOTAL:__ /100 AVG:__ /5

©
©
O)

HOBIOBRIORIOBIO

Non-Ex Ad Hoc Estab

©
©
O)

Non-Ex Ad Hoc Estab

Ad Hoc

© i©

® ©

© 1®

Non-Ex Ad Hoc Estab

©
©
©

Non-Ex Ad Hoc

(C) 2026 Hindol Datta | The System CFO Series | EfuturesCFO.com Page 4 of 7



THE SYSTEM CFO SERIES | FREE ASSESSMENT
GAP TO GOAL

Gap-to-Goal Action Plan
Bridging the Gap — Capital Allocation Effectiveness Diagnostic
Transfer your five lowest-scoring questions. For each gap, define the target

state, specific actions, owner, timeline, and success metric. Focus on highest-
impact gaps first.

GAP # Q REF CURRENT TARGET SPECIFIC ACTION TO CLOSE GAP OWNER DEADLINE METRIC
1 Q /5 /5
2 Q__ _ 5 _ 5
3 Q__ /5 /5
4 Q /5 /5
5 Q__ 5 /5

ASSESSMENT SUMMARY

Completed by: Date:
Overall average score: /5 Iltems scored 1-2 (critical):
Items scored 3 (developing): Items scored 4-5 (strong):

Top strength:

Most critical gap:

One action this week:

READY TO GO DEEPER?

This free assessment identified your gaps. The Premium System CFO Toolkits provide
the frameworks, templates, and action plans to close them. Visit EfuturesCFO.com
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READY TO GO DEEPER?

This Assessment Identified the Gaps.
The Premium Toolkit Closes Them.

PREMIUM: The Economic Foundations Decision Framework (12 Pages)

The full premium toolkit includes the Austrian economics-informed
capital allocation framework, B6hm-Bawerk time preference analysis for
investment horizons, malinvestment detection methodology, opportunity

cost quantification tools, and the comprehensive seven-question

Plus :Cﬂeg@éQQRg%iﬁﬁeq%@%iU@HggP age

System CFO Organizational Finance Assessment Kit
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