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The accompanying Excel file can be found at this link
REVENUE PROJECTION MODEL
NON-TRADITIONAL STUDENT
Forecast. Plan. Grow.
A data-driven model to project
and optimize revenue from
non-traditional student segments.
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SUMMARY:
This model presumes a cohort-based method of instruction with the following characteristics:
· A group of adult learners are recruited for a one-night per week program (cohort)
· A sequence of courses is taken by this cohort,  generally over fifteen to twenty-four months but longer programs are also possible
· The tuition rate is established at the cohort start and remains in effect for the entire program.  This may touch three or four separate fiscal years.
· Every year there is a potential change in tuition for those who start a program that year.
· While it is possible to add students to a cohort over time, most wind up losing students during the program term.  At any rate, the number of students in a particular class tends to vary.
· Because these cohorts can start at any time, billings in one year may generate revenues that apply to the next year.
· Deferrals can be a challenging to calculate, leading to uncertainty about the revenue applying to one year or the next.
In light of these issues, administrative software for traditional programs tends to be inadequate in generating the kinds of information needed to forecast non-traditional revenues.  For this reason, the Revenue Projection Model (RPM) was created.  The model uses two primary Excel worksheets (tabs):
· The first (‘1 Pricing Length’) identifies the program names, schools, locations, typical program length and total program tuition rates by starting year. 
· The second (‘2 Current Year’) accesses the data from the ‘1 Pricing Length’ worksheet , with planned start dates and budgeted populations entered in to project revenues for the coming year.  As cohorts start during the current year, variances are established based on the date of the start and the beginning population.
The model also offers the opportunity to enter in changes in populations that occur during the year (3 CY Interim).  And, because it is created in Excel, sorting by location, program, start dates or other attributes is accommodated at the top of each input column in ‘2 Current Year’
No system is perfect and this is no exception.  The vagaries of non-traditional programs can be challenging to account for.  Nonetheless, the model has been proven by multiple institutions over a period of years.  As a mechanism for establishing budgets and monitoring performance, it is highly effective.
Required data:
Following are detailed instructions, designed to assist the user in deploying the model for their application.  To achieve this, the following data is needed:
a. Tuition rates for each program, dating back at least two fiscal years and forward to next year. 
b. Typical lengths of time that a full cohort program consumes, measured in weeks and including breaks and holidays.
c. A three or four letter moniker that identifies each program and some form of numerical label for locations 
d. A listing of currently active cohorts, with starting and ending dates and current enrollments.
e. The plan for cohort starts extending out to the end of the current fiscal year (if it has just started) or the end of the next fiscal year if the institution is in the middle of a fiscal year.



DETAILED INSTRUCTIONS
1.  ENTERING BASIC PROGRAM DATA
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a. Select the tab ‘1 Pricing Length’
b. Click on the button “Clear Test Data”.  It will prompt you to save the example data and will wipe the inputs clean on all worksheets.
c. Enter in cell  G7 the year-end for the fiscal period being projected.
d. Enter the Institution name or non-traditional program name in the merged cell  D1 .. F1
e. Enter the various program monikers in A6 down in alpha order.  Three to five letters is typical for each.
f. Enter the schools that each program is under in column B.
g. Enter the typical number of weeks that a cohort would consume from start to finish, beginning in C6.  Include allowance for breaks and holidays.  This is an average estimate.
h. Under each fiscal year-end date, enter the tuition rate for cohorts that started in that year. Typically, students receive the same tuition for their entire program, depending on the year they started.
i. Note that you may have to enter programs where new cohorts are no longer starting but that will have classes in the year being projected from cohort starts in previous years.  Similarly, new programs that were not around before the current year will need to be added.  You need not populate tuition rates for years where the program has no starts.
j. Enter in three digit monikers for each Site and School in columns L and Q respectively. The current limit is twelve sites and/or schools.

(Note that the rest of these instructions refer to the test data that will have been wiped clean using the “Clear Test Data” button in 1.b. above.)

2.  THE ALLOWANCE PERCENTAGE
a. Click on the tab ‘2 Current Year’ and go to cell R7
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b. A percentage is entered here.  This is an allowance for a handful of outcomes that tend to reduce planned revenues.  Some students will drop out of existing cohorts.  Some cohorts that are yet to start will be populated with fewer students than planned.  Others won’t start at all.  Yes, there will be some positive news that partially offsets some of this but it is prudent to enter in an overall “shrinkage” factor so that the budget is realistic.  I like 10%.  Your experience may be different.  At any rate, I recommend some sort of number in this cell.






3. CARRYOVER COHORTS

       [image: ]


a. Row 23 from the example data is used to show how to enter in a carryover cohort, defined as a cohort that began in a previous year but that is anticipated to have revenue during the current fiscal year. In some cases, the cohorts began two or three fiscal years ago.  Enter in date order by actual start dates, beginning with B10
b. Start Dates:  For carryover cohorts, there is no differentiation between “Planned” and “Actual” with respect to start dates.  Even if there is a difference between these dates, no variance will be calculated.  Revenues will be projected based on the “Actual” start date.  The key to these cells for carryover cohorts is to make sure that the actual start date is accurately entered. Note that “Planned” and “Actual” start dates are identical in the example above.
c. End Dates:  This should reflect the currently anticipated last class for the carryover cohort.  When setting up a new year, it is a good idea to confirm the last day.  Snow days and other delays can change this from time to time.  Once entered for a particular year, it should not be changed again.
d. Population:  For carryover cohorts, the “Budg” and “Begin” populations should be equal (see example above.)  The number represents the current level of population in the cohort being entered.  After the budget is finalized and the year begins, these numbers will not be changed again.
e. For next year, there is good news!  The model has a way to capture cohorts that are live for the current year and are anticipated to have revenue for next year (Carryover Cohorts for Next Year).   This is accomplished easily by accessing ‘8 NY Update’ and initiating a macro by pressing [CTRL + SHIFT + U] simultaneously.  Specific instructions are found in sections 11 and 12.


4. COHORTS THAT WILL START IN THE CURRENT YEAR
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a. After all carryover cohorts have been entered, enter anticipated cohorts that are yet to start for the fiscal year being measured.  Presuming that the new year hasn’t started, there could be cohorts that are planned to start before the year being projected begins.  Added to this are starts planned for the year being projected.  It is thus important that a plan of starts is created and some projection of starting populations is included with that plan.
b. When a cohort hasn’t started yet, enter in the program and site, followed by the planned date for starting.  The “Actual” cell is left blank until the cohort actually starts.  The same is true for the “End Date – Actual”.  This should not be entered until the start occurs.
c. Similarly, enter only the anticipated population amounts under the “Budg” heading and leave the ‘Begin’ empty until the cohort starts or it is determined that it will not start.  This is where science turns to art.  Presume that those doing the recruiting have an optimistic view of cohort starts for the coming year.  A planned start of 21 may be better estimated for budget purposes at 15, based on history.  Some proposed starts may prompt sufficient skepticism for the anticipated budgeted number is 0.  Remember that a budget is being prepared, not stretch recruiting goals.
d. The data being entered for each cohort that has not yet started thus takes up four cells.  In column B, a moniker entered that is identical to what is in the ‘1 Pricing Length’ worksheet / tab.  The ‘Planned’ start date and budgeted starting population are also entered in columns D and G respectively.  With those cells populated, all that is necessary has been entered for cohorts that are yet to start.


5. SMALLER PROGRAMS AND NON-COHORT CLASSES
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a. Not all non-traditional programs fit within the cohort model.  Some institutions have various classes available under the banner of “General Education” that assist students in meeting graduation requirements.  Some also offer certificate programs and workshops.
b. The model allows for estimates of these program revenues at the bottom of column “T” (rows 255 and 256 in the example).  By entering an estimate for small programs and general education courses, the projection is completed.
c. Whatever mechanism that is used for these estimates, it may be appropriate to create another worksheet within this overall file so that all projection inputs are found in the same place. 
d. If you choose to filter the input fields (columns A – H), the amounts from small and gen ed programs will not enter into your reported total for the year in cell T6.  Only when ‘(Select All)’ is checked will the small and gen ed programs wind up added to the total in T6. 

6. UPDATING WHEN ACTUAL STARTS OCCUR

As cohorts begin, the actual start date, end date and beginning population can be entered.  If any of these numbers do not reflect the estimated start date, estimated length of time in weeks or the budgeted starting population, a variance will be reported. Some cohorts are delayed and some are cancelled.  We have accommodated each of these possibilities in the model.
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a. Enter in the “Actual” start date in column E.  If it differs from the “Planned” date, a variance will occur, presuming the start occurs after the commencement of the fiscal year being projected.
b. Enter the “Actual” end date in column F.  A time period for the cohort that is longer or shorter than the estimated date from the ‘1 Pricing Length’ tab.  In that case, a variance will be recorded for the reduced or increased revenue to be recognized in the current year.
c. Enter the “Begin” cohort size in column H under the “Cohort Population” heading.  Again, if this differs from the “Budg” or planned cohort size, a variance will be recorded.  If you were pessimistic about a planned cohort starting and estimated its population at zero, the entire revenue from that cohort will show up as a positive variance, should the recruiters pull off what you thought wouldn’t happen when the budget was prepared.
[image: ]
d. If a cohort has been cancelled and will not start at all (it is not merely delayed), enter the letter “C” under “Begin”.  This means that the cohort was Cancelled and the revenue budgeted for the current year will be reported as a negative variance.  An example of this is in row 22.
e. IMPORTANT:  Do not change any of the original data you entered that became supported the finalized budget.  Any changes of that sort will cause the total revenues to not tie out with the budget.  Differences are managed through calculated variances (see below.


7.  USING FILTERS TO BREAK OUT SPECIFIC ATTRIBUTES

A feature added to the model by our friends at Northwest Christian University was the installation of filters in cells A9 through H9.  By selecting certain attributes, only those cells with those attributes are presented on the worksheet.  This is a good way to see which cohorts are tending to be cancelled (select “C” in column H) along with a variety of other sorted attributes.  It is great for showing performance on the fly during a meeting.

When any of cells A9 through H9 has selected a value other than “(Select All)”, the amounts entered in cells T155 and T156 (small and gen ed programs) will not be included in the revenue totals found in cell T6.  This allows the user to see only that which they are interested in viewing.  Keep in mind that the summary reports found in tabs 4 and 7 are not affected by whatever filters are applied to tabs 2 or 5.

The output below reflects the selection of the filter “AA” in cell B9.  Notice that the influence of small and gen ed programs is ignored and the total is only for AA programs.
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8. TAKING SOUNDINGS ALONG THE WAY
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a. A feature is available in the tab labeled ‘3 CY Interim’ to assist in projecting performance during the year.  This creates a variance in connection with cohorts that change in size during the year (typically downward). (Refer to rows 10 and 20 in the example.)
b. Before entering interim measurements, make sure a date of measurement has been entered in row 8, beginning with column G.
c. Enter in column G under M1 Census the new population that was noted as of the date found in cell G8.  This should be the total population, not the change in population. When a new census has been entered, the first “sounding” has been recorded and a variance appears on ‘2 Current Year’
d. Presuming the population changes again (at a later date), enter in the date and census as of that date under M2.  
e. You can progress through the remainder of the year or until the end of the cohort (whichever is first) with up to eight separate dates and census counts. Each date has to be later than the previous sounding, as shown in the example.
f. Note that both rows 10 and 20 have “CY Interim” variances identified in column M of the worksheet ‘2 Current Year’. See the shaded cells (M10 and M20) in the screen shot below.
g. In column “O”, you can enter the expected population of a new cohort if it hasn’t started yet.  This will help when carrying over cohorts to next year, replacing the budgeted starting population with the “Projected Start” value for next year.  The benefit of this column is when budgeting for next year when all the current year starts have not begun yet.  Note in the screen shot in section 11 below that the two AA cohort starts are reflected at 12 and 14 there. 
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9.  VARIANCES AND PROJECTED REVENUES  

a. Columns L through O calculate variances from the budgeted values, with Column P showing the total variance  The total variance to date for all cohorts is displayed next to “CY Variance” in cell N8, with “Projected rev” enue displayed in cell P8. This reflects variances identified TO DATE only.  As new cohorts are started and older cohorts see changes in population, the variance will tend to grow more negative.
b. “Beginning” Cohort Size Variance:  This show the difference between planned cohort populations and what the cohort actually started with. If a cohort is cancelled, a “C” is placed under the ‘Begin’ column.  The entire anticipated revenue for the current year for that cohort will be registered as a negative variance.
c.  “CY Interim” Cohort Size Variance:  Refer to 7.a. through 7.f. above where the ability to log changed cohort sizes during the year was described.  This column quantifies the total impact entries in the “3 CY Interim” worksheet.
d. “Length” is a variance that is registered when a new cohort consumes more weeks than what was estimated for that program in the ‘1 Pricing Length’ tab.  If it is longer, the amount of revenue identified in the year being projected will decline, creating a negative variance.  
e. “Start Date” variances result from new cohorts that do not come off when anticipated.  If they start earlier (rare) this can be a positive variance.  If later (more typical), it will be negative. 
f. Note that, for carryover cohorts, only the “CY Interim” variances will result in a recorded variance.  This is because the statistics for carryovers are locked in before the beginning of the year.  If another variance is identified for a carryover cohort, an error has been made. 
g. The final budget for the year will be found in column T under the current year fiscal year end date.  Note that the top number represents the sum of all the budgeted expectations for the year, with the allowance bringing that sum to the net, budgeted amount. 

TO REITERATE, ONCE THE BUDGET IS FINALIZED, DO NOT CHANGE THE BUDGETED VALUES ASSOCIATED WITH THE PLANNED START DATE AND BUDGETED POPULATION.  CHANGES TO THESE VALUES WILL AFFECT THE BUDGETED TOTAL. ALSO, ONCE A COHORT STARTS AND ITS BEGINNING POPULATION HAS BEEN RECORDED, DO NOT CHANGE THAT ACTUAL NUMBER.  THE ‘3 CY INTERIM’ WORKSHEET MAY BE USED TO IDENTIFY VARIOUS CHANGES IN POPULATION DURING THE YEAR.

10. SUMMARY REPORTS (4 CY Summ)

See screen shot of the first set of variance reports on the next page.
a. This tab provides summary information about variances and projected revenues
b. The only entry needed is on row 31 from F31 through M31 for small programs (see 5. Above)
c. Projected performance is automatically generated by program, school and location.
d. Note that budgeted values are already decremented for the allowance factor (10% reduction in the example data)
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The screen shot above prints out on the second page of the ‘4 CY Summ’ and the ‘7 NY Summ’ tabs.  It calculates the revenues by program and location after applying the variances.  In other words, this is not the budgeted performance but represents actual on a year to date basis plus whatever has been budgeted for classes not yet started. Up to twenty-five non-traditional programs are accommodated, twelve locations and twelve schools. Notice that the total revenue for each location (row 75) is identical to the projected revenue identified in column L beginning with row 38.  This report will tell you where your programs are doing well and where things are not so great. Of course, the year-end report is most helpful in decision-making but the progress along the way that this provides is invaluable.

11. ENTERING NEXT YEAR (‘5 Next Year’)

a. The ‘5 Next Year’ tab is essentially the same as ‘2 Current Year’ except for the “Update” button. The ‘5 Next Year’ worksheet helps in creating the budget for the following year while the current year is underway. 
b. Refer to the instructions in 8. g. above.  If a current year cohort has not started yet and the budgeted starting population is not considered to be accurate, it is possible to enter in an expected starting population in ‘3 CY Interim’ under column “O”.  Entries in this column will impact the expected populations for the next year and are picked up through the “Update” process. 
c. A macro allows for cohorts to be carried over from previous years.  This is accomplished by clicking on the “Update” button.  Only cohorts with anticipated revenue in the next year are copied into this worksheet.  Also, the latest population information is used, either from ‘3 CY Interim’ or if there are no entries there, ‘2 Current Year’. If the cohort hasn’t started yet, the budgeted population is used unless you have entered in an anticipated starting population in column “O” of ‘3 CY Interim’. (See instructions for b. above.)
d. The “carryover” rules from 3.a. through d. above are in place. For example, “Planned’ and ‘Actual’ start dates will be equal, as are ‘Budg’ and ‘Begin’ populations.  

e. When next year’s budget needs to be finalized, add in next year’s starts by entering them below the carryover cohorts that were automatically copied over from ‘2 Current Year’.  Keep in mind that whenever the “Update” button is clicked, any starts that were entered manually in ‘5 Next Year’ will be overwritten. So, don’t enter new starts if more updates are anticipated.
f. For next year, the ‘6 NY Interim’ is equivalent to what the ‘3 CY Interim’ worksheet does for the current year. There is no column “O” however.  (See “8. Taking Soundings along the way” Above)
g. A worksheet with summary reports (identical to ‘4 CY Summ’) is found on the tab ‘7 NY Summ’ where ‘NY’ equals “Next Year.”  
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Note that the starting populations for CY cohorts that have not started as of the analysis date show different starting values than what was presented in the CY budget.  This is because of entries in Column “O” of ‘3 CY Interim’ in anticipation of starting values that differ from budgeted amounts.  See the example and narrative for 8. g. above.
Essentially, it is possible to operate this one series of worksheets for two fiscal years in a row.

CONCLUSION
It is our desire that this program becomes but one more tool to be used in the quest to accurately project institutional revenues.  We are always interested in feedback, suggestions and ideas.  Please forward them along to us as ideas come to mind.  A final screen shot of the output is found below, showing the budgeted revenues in column T and the effect of the allowance.  The variances and their total is also shown.  The total variance should be compared with the allowance to ensure that you will deliver the desired outcome. If the year is only half over and the allowance has been exhausted, there may need to be some adjustments made to spending budgets.
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About CFO COLLEAGUE
Firm Background
Entering higher education from industry in 1997, Jeff Spear joined his alma mater (Houghton College, NY) as Chief Financial Officer.  Experiences with Houghton, followed by a successful tenure at Mount Vernon Nazarene University prompted Jeff to inaugurate a consulting practice focused on financial and operational issues in higher education.
The primary focus of this practice is on smaller, private institutions who are typically resource constrained.  By applying analytical practices employed in the manufacturing industry and honed by years of experience in higher education, we believe that nearly all institutions can be turned around, if the leadership is willing to make the needed decisions.
Today CFO Colleague has worked with over fourty institutions on engagements ranging from forecasting and cost accounting to institutional turnarounds.  The firm now utilizes four consultants, covering the entire US market. 
www.cfocolleague.com								jeff@cfocolleague.com
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Example College Update Weeks / Tuition
Forecast FYE 1 Bring in canyover cohorts from ‘2Current Year' by clicking the "Update® button | Length (weeks) Program
30-Jun-17 2 BEAWARE, the "Update” button overwrites every input cell below Budg Act  Tuition
Next Year 3 During the year, enter cohort population changes in tab'6 NY Interim *
Start Dates End Dates | Population
dentifler @"' St | planned Acmal Actual Eu:wg Ei
07/28/15 07/28/1 5 03/19/18 13 138 138 16500
AA ONL  08/25/15 08/25/15  04/23/18 23 23 139 139 16500
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AA DET  10/27/15 12 88 - 16,500
AA TOL  12/08/15 14 88 - 16,500
AA AKR  01/26/16 30 88 - 16,500
BBA  CAM 02/23/16 30 68 - 19,500





image22.png
Variances Calculations (outputs)
ToorSze 3 Toa T Voo £nd when Reverues
Begrring | CY Irerm __Lengh Dar  Veace | Wrfd Mol W5 Bdunds
[iE) Goss | 5004071
G5 | 3B Qi | (500 | 5484 0% | (owence) | 58400

Budgst | 5115664





image1.png




image2.png




image3.png




image23.png
II CFOCOLLEAGUE

HIGHER EDUCATION FINANCIAL STRATEGY




