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Overview

From Counters to Communicators

Finance professionals have typically been the keepers and
custodians of financial numbers for their institutions.

The rise of new challenges in higher ed:

® Flat enrollment
® Declining support from public sources

® Increased scrutiny and information demands from third
parties, such as regulators, politicians, and parents

Have made the role of finance more important than ever.
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The Role of Finance is Changing

These new demands call for finance professionals to move beyond the ~ When finance professionals do this they become a
traditional role of custodian of the numbers to a role as Chief Story Strategic Advisor to the Organization

Teller that puts the numbers into proper context for: e Strategic thinking with strong business acumen

® Business managers ® Bring a perspective that is risk aware, grounded in the numbers, and

aligned with the mission and aspirations of the institution
® Senior Leadership

® A trusted analytical partner for senior management to guide

® External parties strategic decision making

With the ability to accurately forecast performance and mitigate risk:

® Managing assumptions about the future
® Considering scenarios, running stress tests

® Managing planning processes with integrity
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What Aspect to Reporting is Most Challenging?

25 22% 20 13«

Integrating multiple data Clean, consistent and Need better dashboards Ability to “drill” into
sources in one report trusted data and visualizations reports to understand
details behind reports

Source: 2014 Axiom Performance Management Survey
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4 Best Practices in Financial Reporting for Higher Education

These 4 best practices will help you provide the insight to your business partners so they can make informed decisions

Know your Audience Put the data into context  Allow users to interact Make Reporting Actionable
with the data
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Know your Audience

Like any other author you need to consider the audience. In reporting
an enterprise setting this entails these questions:

Who?

® First determine your major user groups

When?

® \What is the proper cadence that each of your users groups needs
the information

® Don't overburden them with too many reports; identify when it
makes sense to give real-time updates vs. weekly/monthly/quarterly
reports

How and Where?

® Deliver the information in the format that your audience uses most
frequently

® Make them available where users will access them (PPT, mobile, etc)

® Use a variety of formats

What?

® Some users will need highly formatted, fixed reports. Others will use
intuitive dashboards. Others will need ad hoc options.

® Ensure appropriate Key Performance Indicators (KPIs) are set and
measured for the institution
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Consider the information needs across the organization

Higher Level KPI's
and Dashboards

Chancellors

Consolidated
Results, Outliers,
& Explanations

CFOs, Deans

H/ﬁ === Detailed
S ERERRE - Reporting & Drill
Thru Analysis

Chairs
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Know your audience

United States Alumni

Cash Income Ratio

8.50%

Different types
of visualization

Tuition Contribution Ratio

92.00%

a0 %
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Know your audience

Ready for board
presentation or
external audiences
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PORTLANDIA

UNIVERSITY

Welcome:
] Home Page Income Expenditure i
& Annette Flynn 9 p Income & Expenditure Report
Trend Menitoring Report 2011 2012 2013 2013 2013
Source: All Funds Full Year Full Year YD Full Year Full Year
Level 1: UCL Actual Actual Actual Budget CY Forecast
INCOME
Funding Council grants (110) 379,655,857 382,609,840 271116 92 379,737,355 322,633,190
‘Academic fees & support grants (120) 674,153,904 671081732 32795 024 666,369,866 195823314
Research orants and contracts (130) 382,383,051 385,888,451 202,780,578 393,981.293 213,962.437
~=rating income (140) 305,472,260 301079632 179130218 293,193,273 218,785,960
—ndowment income & int (150) 526,485,840 550,736,675 440,743,925 585,766,307 441,015,019
Sta n d a rd Share of income from JV (160) 2,360,694 2331950 (182,619) 2276315 1060921
Total Income 2,270,511,607 2,203,728,280 1,421,540,218 2,321,324 411 1,393,280,841
roupings and
g EXPENDITURES
. .
comparison periods St Con
Staff costs (210) 1.025,845427 1.022187.354 517,827,070 1.024,976,330 394,532,870
Total Staff Costs 1,025,845,427 1.022.187.354 517.827.070 1,024.976,330 394,532,870
Non-Staff Costs.
Other operating expenditure (220) 589,518,098 585,269,661 241,235,322 583,391L.813 226,307,563
Finance costs (230) 282,458,862 286,286,843 136,629,693 285,515,895 136,260,249
Depreciation (240) 8,606,445 8520622 1868259 8577272 1522800
Total Non-Staff Costs 880,583,405 880,077.126 379,733,274 871,484,980 364,090,613
Total i 1,906.428,833 1,902,264,480 897,560,344 1,902.461,311 758.623.483
Net Income 364,082,774 391,463,801 523,979,874 418,863,101 634,657,358
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Put the data into context

To be a good story teller requires more than a recitation of prior ® \Where available use external benchmarks. A few examples of
history. The data must be put into context available benchmarks

= Credit Rating Agencies
® Show data in a manner that allows for easy trend analysis = [PEDS

. = Delaware Cost Stud
® Use targets that are based on both internal and external y

benchmarks , . ‘ .
® Financial data should be presented alongside operational data to

® Forinternal target help with context
= What are the assumptions that went into setting the target?

= Who participated in the target setting and who approved it?

— o ]




Put the data into context

User options to drill
into measure used in
KPI calculations

Key Performance
Indicators

MOODY'S RATIOS - UNIVERSITY AND HEALTHCARE CONSOLIDATED

rformance 2015 2016 2017 2018 2019 2020 2021
ash Flow Margin 9.7% 10.0% 10.9% 10.8% 11.2% 11.7% 12.1%
1t Service Coverage (Rounded) 2.50 3.20 4.00 4.00 4.30 4.50 4.40
3. Revenue Di: ersity (Max Single Contribution) 100% 100% 100% 100% 100% 100% 100%
4. Expendable Financial R to Debt 2.23 231 232 234 2.24 2.21 2.32

Total Unrestricted Net Assets $2,904,468 $3,257,004 $3,398,439 $3,510,231 $3,647,223 $3,773,787 $3,931,609

Total Temp Restricted Net Assets $2,524,915 $2,577.873 $2,642,225 $2,711,130 $2,784,260 $2,862,139 $2,944,747

- a Less: Unrestricted Net Investment in Plant $1,021,726 $1,135,337 $1,234,166 $1,369,557 $1,499,980 $1,533,887 $1,500,246
N Total PPE $2,663,443 $2,777,054 $2,875,883 $3,011,274 $3,141,697 $3,175,604 $3,141,963

Less: Correspending Debt and Other $1,641,717 $1,641,717 $1,641,717 $1,641,717 $1,641,717 $1,641,717 $1,641,717

Less: Temporarily Restricted Net Investment in Plant $191,461 $103,194 $103,194 $103,194 $103,194 $103,194 $103,194

o o Equals: Expendable Financial Resources $4,216,196 $4,596,346 $4,703,304 $4,748,610 $4,828,309 $4,998,845 $5,272,916
- Total Operating Expenses $3,751,063 $4,000,095 $4,073,578 $4,178,765 $4,272,319 $4,411,853 $4,582,228
— Divided by Total Operating Expenses 112 115 115 114 113 — —

6. Debt to Operating Revenues 49% 48% 48% 47% 48%
7. Monthly Days Cash on Hand 277 282 286 286 288

3rd Party
Benchmark data

Ratings Category Comparisons

?; EEE]

2015 2016 2017 2018 2019 2020 2021

m Expendable Financial Resources to Operations m Current Moody's Median: A Private Rating Category

Key Ratios report with credit agency benchmarks
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Allow users to interact with the data

® |n order to gain insight, users need to interact and explore the data.
Reports should offer tools to facilitate user directed drilling and
exploration

® Some reports will have a well defined drill path for users while
others may need a more ad hoc approach

® This best practice naturally follows the previous two, when you
know your audience and their concerns, and you have put the data
into it's proper context, the users will want to drill, filter, and slice
the report to enhance their understanding.




Labor Expense
Actual compare

Home

salary variance by Org

L6 Salary Variance Report 3

FY 2014

ariance report with

to Budget

Current Period

orientation of report
Organization or Project

End user option
to define row

org Name Actual Budget Variance § Variance % Actual
11001 School of Langs, Culture & Society 7262 374,144 1522 04% 2,207,215 2166790 10425
11002 Institute of the Americas 396,866 393,989 2878 07% 2,476,280 2478048 1767 01%
11004 The New Portlandia School 00034 379,009 2025 55% 2,480,888 2,282,004 198,884 80%
11005 Div of Psychology & Language Scier 11,117,861 10416217 701,644 63% 62,663,330 56,621428 4,041,902 65%
11005 The Ear Institute 1,968,669 2077626 108,957 55% 10,407,104 11,505997 1,188,893 1142
11007 Institute of Neurology 9,540,640 9,571,494 30,854 03% 49,435,630 19,552,632 116,994 k I
11008 Institute of Ophthalmalogy 2,585,650 2583979 1671 01% 15343559 15,321,252 16,307 Refresh Van:
11009 Div of Biosciences 3,167,031 3170512 3481 01% 18,583,769 18,610,064 26295
11010 PU School of Pharmacy 3310082 4322636 12,504 03% 22,204,275 2352119 107843
11011 Inst for Wornens Health 1110663 1120187 9524 09% 7,227,550 7,284,000 56,450
11012 Institute of Epidemiology & Health 835854 334,718 1136 01% 5115418 5115607 180 o
11013 Institute of Child Health 421761 421,791 3 00% 3033756 3,031,258 2499 Prlmary Sort
11014 Institute of Cardiovascular Science 104,491 107,922 3431 33% 620956 638835 17879
11015 Div of Infection & Immunity 1,388,304 138126 3008 02% 8,866,070 8868132 2062 ijECt - ]
11016 Div of Surgery 8 Interventional Sci 585,578 501,063 5,885 10% 3,496,130 3502184 6,014
11017 Div of Medicine 220977 230,995 1019 04% 1,305,985 1309520 3535
11018 Institute & Cancer Inst Admin 71553 70,500 1053 91% 458,385 435,646 2739
11019 CancerInstitute 860,383 634,661 22573 262% 5,271,304 410435 1,166,948
11020 PU Medical School 985,910 792,450 193450 196% 6320221 5103515 1,216,705 oK | [ Cancel ]
11021 Dental Institute 287513 263,566 5916 83% 1,876,265 1,748,207 128258
11022 Capital Projects 250,428 29013 0,514 37% 1,669,044 1,568,578 100,466
11023 Facilties Services 292,061 276,731 153 52% 1,839,097 1739540 99,557 EC
11024 Engineering & Maintenance 250512 233177 17335 69% 1,524,754 1420434 95320 63%
11026 Estates Strategy & Space 179,274 170,285 8979 -50% 1,003,245 1026074 61,171 61%
11027 Property 210671 108049 1172 -55% 1,347,015 126036 86,651 64%
11028 Environmental Sustainability 81476 731,008 50,467 65% 936,044 4659420 276,624 55%
11030 Student Accommodation 2,505,155 2342517 162,578 65% 14110716 13229078 881,638 62%
11031 Procurement Services - - 0 00% 355 3220 ES] 93%
11033 School Finance - Arts & Social Scien 275,563 261,366 14198 -52% 1649173 1,547,042 102131 62%
11035 School Finance - Life & Medical Scie 938,274 877,865 60,408 64% 5,636,889 527846 358,43 64%
11036 Corporate Support Services Finance 1235874 1140411 95463 17% 9,324,937 8770700 564,237 60%

Best Practices in Financial Reporting for Higher Education
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Interactivity

Home 16 Salary Variance Report
FY 2014
Salary Variance by Org
Current Period Vearto Date
org Name Actual Budget Variance § Variance % Actual Budget Variance Variance %
1001 School of Langs, Culture & Society 372621 3714 152 04%
11002 Institute of the Americas 396,865 293980 2878 07% D b I I . k d . I I - t
11004 The New Portiandia School 401,034 379,009 2025 55% ou e clic riii ng o
11005 Div of Psychology & Language Scier 11,117,861 10,416,217 701,644 63%
11006 The Ear Institute 1968,669 2077626 108,957 55% 401 h W em I d
11007 Institute of Newrology 9,540,640 957149 30854 03% ’ sho e p oye € an
11008 Institute of Ophthalmolagy 2,585,650 2583979 :
1009 O of Biosciences sm0m amse position level detail
1010 PU School of Pharmacy 4310002 P
o1t Inst for Womens Health
1012 Institute of Epidemiology & Health
11013 Institute of Child Health 421,761 421,791 30 0.0% 3,033,756 3,031,258 -2,499 01%
1014 Institute of Cardiovascular Science 104491 107922 3431 33% 620,956 638835 17879 29%
1015 Div of Infection & Immunity 1384304 1,381,296 3,008 022 2855170 8 a1 2 nes
(=16 sale Report. (= 17 Emplc Drill x
11016 Div of Surgery & Interventional Sci 585,578 591,463 5885 Home (L6 salary Varonce Report | 17 Employee Varance o . |
1017 Div of Medicine 2997 230995 1019
1018 Instiute & Cancer Inst Admin 77,55 70,500 7,053
11019 Cancerlnstitute 860383 634,861 73
Employee Detail
11020 PU Medical School 985910 792459 GBS0 | o e he New Portiancia school
11021 Dental Institute 287,513 263,566 -23,046
11022 Capital Projects 259428 249913 9514
Last Name, First Name Acplanpvar v e v v s w ve e w10 et iz
11023 Facilities Services 292,061 276,737 -15.324 11093763 Bakewell, Selena £ Actual 37,302 32,795 27,870 32,156 28,900 34,100 B = B B = B
102 Engineering & Maintenance 250512 23177 17,335 Plan ws8  mgm w7 s 476 e 009 ™S 2 23 e 3L
0% Estates Strstegy & Space 70074 110,95 sar Variance (6,359) (257) (1713) (,049) (8.128) (2.609) 30,067 2,57 32,191 32,357 31,891 31,003
i property S1071 158,040 7 | 129803 Meres ik Actual wesr  mus  mss  mms wen 270 E E E . . .
Plan 24,939 20,451 25,663 25,632 21,093 24,584 23,557 24,860 25,823 24,5%0 24,000 22,850
11028 Environmental Sustainability 781,476 731,008 50467 Variance @759 (16%) (2305 (2015 (238 (2462 257 2480 2583 28590 2000 2850
11030 Student Accommodation 2505155 2342577 -162,578 11978137 Brodie, Lance V Actual 31,921 2313 31,755 20172 32,280 32,716 - - - - - -
11031 Procurement Services . . o Plan 27,26 22,067 25,061 25,508 27,734 27,678 28,768 27,707 25,138 2901 2513 30,859
Variance @64 o3 26 (a3 (454 (5o w7 s son 33 %088
11033 School Finance - Ats & Social Scien 275563 261366 14198
12017509 Sallah, Pe o Actual 14,615 760 14,579 19,152 17,882 19,110 - - - - - -
11035 School Finance - Life & Medical Scie 938,74 877,865 60,409 o perny e fogied oo o s . e 10e17 1% a0 oss
11036 Cororate Support Services Finance 1235874 1140411 95,463 Variance o) (near) o) @72 @S @) mem  Bes e ls1 meo 170
12289849 Stranahan, Eunice F. Actual 5,574 6,231 5,305 5,568 5,738 4,894 - - - - - -
Plan 5322 5,786 4,443 5,125 5,392 4,582 4,672 4,49 4,548 4,505 4,482 4,367
Variance 2s2) (@) (s62) (a23) (346) @2 4 445 o 4505 a2 367
13165961 Open Position Actual - - B B B B - - B B B -
Plan - - 600 5000 6106 6000 6000 6000 600 5000 6000 6000
Variance - - 6o 6000 6106 G000 6000 6000 o 6000 6000 6000
13203446 Landucd, Enedina Actual 17,106 17,593 17,101 14,800 18,585 15,253 = = = = = =
Plan 130 L5 s amess ;s @7 mer  1oe 1438 3o 1435 e
Vatence e e e e ) asy  mer ;e e 1 1415 146
13203820 Gallop, Fellpe v Actual oo 10am 8% 9810 s s = = 2 2 2 B
Plan 9z 9541 w2 sam 6w mas  10u7 90 om0 e 1om
Variance 5) ) 67) (26) (26) B mas w07 o0 om0 mos 1w
13432861 Open Position Actual = 5 B = = = = 5 = = =
Plan - 200 900 9000 91 2000 a0 2000 a0 900 9000 )
Variance - 3000 9,000 9,000 e 3,000 3,000 9,000 9000 9000 9000 9,000
Total Actual asasa  ass  aosses  awmse  sal0s 4onom E E E . . .
Total Plan 352,732 416,832 384,026 382,651 366,755 379,009 375,596 375,062 379,127 372,463 373,293 368,420
Variance (52623)  (40577)  (2499)  (31380)  (27351) (2005  3755% 375,082 379,127 37,463 373,093 368,420
Vacancy savings z S0 o0 e a0 0 15,000 z s f 5 .

” KaufmanHall
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Make Reporting Actionable

The goal of reporting in any enterprise setting is not simply give
users understanding of data, but rather to enhance informed
decisions and ultimately, action.

In order to nudge users beyond insight toward action, good
reporting shows alternative sets of assumptions and outcomes.

® (Compare scenarios

® Test the sensitivity of assumptions to outcomes



Scenario Comparison

Scenario Comparison

Portlandia University
Last Scenario Calculation:

08/08/2014

08/08/2014
Forecast Year: 2016

Compare scenarios
side by side

User Filter: Consolidated Deb
Income Statement
Student Revenue
Gross Tuition $229,636 §243,396 $13,760
Gross Fees 139,332 140,847 1,315 0.9%
Gross Student Revenue 369,168 384,243 15,075 4.1%
Scholarship Allowance
Scholarship Allowance 151,492 157,253 5,761 3.8%
Total Scholarship Allowance 151,492 157,253 5761 38%
Net Student Revenue 217,676 226,990 9,314 4.3%
Other Operating Revenue
Gifts and Contributions 216 216 4] 0.0%
Endowment Spending Distribution 3,783 3,854 71 19%
Government Gifts and Contracts 1] 0 4] 0.0%
Sales from Auxiliary Services 0 0 0 0.0%
Patent Royality 0 0 0 0.0%
Other Operating Revenue 3,783 3,854 71 1.9%
Total Other Operating Revenue 7,782 7,924 142 1.8%
Total Operating Revenue 225458 234914 9,456 4.2%
Operating Expenses
Salaries and Wages 110,516 113,848 3,332 3.0%
Employee Benefits 46,011 46,998 987 21%
Professional Fees 4597 4697 100 2.2%
Supplies 22614 22901 287 1.3%
Purchased Services 6,724 6,833 109 1.6%
Depreciation & Amortization 10,636 11,918 1,282 12.1%
Interest 7,980 10,335 2,375 29.8%
Other Expense 15262 15588 626 4.1%
Total Operating Expenses 224,340 233,438 9,098 4.1%
Net Operating Income 1118 1,476 358 32.0%

m Best Practices in Financial Reporting for Higher Education
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Sensitivity Analysis

Sensitivity Analysis

Sensitivity Drivers
Enrollment

Tuition Rate

Fees

Gifts

Grants

FTE Salary Inflation
Non-Salary Expense Inflation
Fringe Rate

Investment Income (Basis Pts)

Understand sensitivity

of outcomes on key

variables

Sensitivity Target Summary

QOperating Income
Operating Margin
Operating EBIDA Margin
Days Cash On Hand

Debt Service Coverage Ratio

Excess Cash Flow

Sensitivity Impact Summary

QOperating Income
Operating Margin
Operating EBIDA Margin
Days Cash On Hand

Debt Service Coverage Ratio
Excess Cash Flow

2015 2016 2017 2023 2024
0.0% 0.0% 0.0% 0.0% 0.0%
(47.1%) (47.1%) (47.1%) 0.0% 0.0%
0.0% 0.0% 0.0% 0.0% 0.0%
0.0% 0.0% 0.0% 0.0% 0.0%
0.0{ Generate Sensitivity Analyses ‘ [ 0.0% 0.0%
0.04 — — 0.0% 0.0%
0.0 0.0% 0.0%
o KaufmanHall i T
0. Select a target, enter a financial goal, select a start year, target year and a 0.0% 0.0% 0.0% 0.0% 0.0%
driver from below then press Execute:
Target Operating Income v
[l
2015 I 2020 2021 2022 2023 2024
Financial Goal [1000] l (|
5.9 320,675 322219 23,796 325536 327,444
5.5 11.1% 11.4% 11.5% 11.7% 12.0%
16.8)| Start Year 2015 v 27.1% 27.2% 27.3% 27.4% 27.4%
2,793 2,581.9 2,504.0 2.431.2 2,363.2 2,200.7
EXN 2.5 a7 2.9 4.1 4.3
Target Year 2015 v
$26,63 $40,237 $42,006 345,757 $48,766 $52,018
Driver Investment Income (Basis Pts) v
Execute Reset Base Reset Drivers Close '
2015 2020 2021 2022 2023 2024
= = — = =
$5,081 $9,727 $13,203 $16.726 $19.223 $20,675 $22.219 323,796 $25,536 $27.444
5.5% 5.9% 7.9% 9.7% 10.8% 11.1% 11.4% 11.5% 11.7% 12.0%
017 0.21 0.23 0.26 0.27 0.27 0.27 0.27 0.27 0.27
2,793.07 2,500.31 2,637.28 2,676.05 2,634.39 2,581.91 2,504.01 2,431.20 2.362.18 2.200.72
a7 2.7 2.9 a2 24 2.5 a7 2.9 4.1 4.3
$26,634 326,541 $29,828 $34,501 337,829 $40.237 $42,906 345,757 $48,766 $52.018
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Deliver in the right place at the right time

Good reporting is delivered in the users preferred format and @
when they need it ,
® Consider the audience
= How the audience will consume the information :
= What Device and format

= Static or ad hoc \
Good reporting puts the data in the proper context £ \

® Trends
® Targets, Thresholds
® Benchmark data

Good reporting is interactive with user selectors and drill
options

Good reporting enables appropriate action to showing

alternative courses of action and delivering insight to
underlying assumptions and risks

m Best Practices in Financial Reporting for Higher Education



About Kaufman Hall

Since 1985, Kaufman Hall has been a leading advisor to senior management
teams and Boards of the nation’s most distinguished institutions, helping them
to incorporate proven methods into their strategic planning and financial
management, quantify the financial impact of their plans and actions, and
consistently achieve their goals. Our services use a rigorous, disciplined, and
structured approach that is based on the principles of corporate finance.

The breadth and integration of our advisory services is unparalleled. Services
encompass strategy; financial and capital planning; debt and derivatives-
related financial transactions; capital allocation and decision making; and
mergers, acquisitions, real estate, and joint ventures. No other professional
services firm operating in the non-profit education and healthcare sectors
combines all of these services under a single corporate umbrella.

To complement our advisory services, for more than 20 years Kaufman Hall
has provided software products that support decision-making processes and
sustainable strategies and plans. In 2014, Kaufman Hallacquired Axiom Software,
a leading provider of planning systems to higher education. The acquisition of
Axiom has provided Kaufman Hall with a world-class software platform, creating
a unified company with unmatched expertise and experience in data-driven
analysis to transform financial, operational, and strategic planning.

m Best Practices in Financial Reporting for Higher Education

Kaufman Hall's Axiom Higher Education Suite offers the industry's leading
enterprise performance management platform for finance users. Configured
for higher education solutions, the suite supports long-range planning,
budgeting, and forecasting, and delivers rich analytics.

For more information, please contact Tony Ard (tonyard@kaufmanhall.com)
or Charles Kim (ckim@kaufmanhall.com) at 847.441.8780 or access
www.kaufmanhall.com/highereducation.
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