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Weathering the financial storm

Fiscal Accountability in a Tough Economy

Jon Horn

President

JMH Consulting

Rising unemployment

Frozen training budgets 

òWait and seeó attitudes

Decreasing enrollment

Budget cuts

Programs shutting down
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Blue line = 2009
Red line = 2008
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6 ideas to help you 
άǿŜŀǘƘŜǊ ǘƘŜ ǎǘƻǊƳέ

A model for predicting 
income

A model for allocating 
indirect expenses
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Predicting Income

ÅLast year your income was $1.8 million

Å40% of the way through this fiscal year, 
your income is $500K

ÅWhat is your projected annual revenue?

Answer: Trick question!

Month 1 Month 4 Month 7 Month 10

This FY Last FY Linear (This FY)

Only 33% of income 
had been received by 
this time last year

40% of year has 
passed

150 days

365 days

40%

$600k

$1,800K

33.3%

$1,250K

$1,500K

$250K

Time-based Model

Projection Model

Allocating Indirect Expenses

University financials
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Types of expenses

Direct Indirect

A simple financial model

Income
Direct 
costs

Indirect 
Costs

ProfitSurplus

Indirect Costs
Indirect Costs

Direct costs

Direct costs

Surplus

Surplus

Before Now

Income

Income
Simple indirect expense allocation 

models and their flaws

Direct 
Expenses

Direct 
Expenses

Indirect 
Expenses,  
$45,000 

Indirect 
Expenses,  
$45,000 

$-

$20,000 

$40,000 

$60,000 

$80,000 

$100,000 

$120,000 

Program 1 Program 2

Income from each program

Direct 
Expenses

Direct 
Expenses

Indirect 
Expenses,  
$30,000 

Indirect 
Expenses,  
$60,000 

$-

$20,000 

$40,000 

$60,000 

$80,000 

$100,000 

$120,000 

Program 1 Program 2

Income from each program
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Why are these models flawed?

ÅAllocating by income

ÅAllocating by number of classes

ÅAllocating by number of registrations

ÅAllocating by direct expenses

Compound Allocation Model

Charge each program an appropriate 

share of each indirect expense 

category based on a series of formulas 

using readily obtainable metrics

Types of indirect expenses

Fixed
# of enrollments

# of classes

±ŀǊƛŀōƭŜ ōȅ Χ

# of FTEs

# of contact hours

University subcategory University Category
Staff Salaries Staff Salaries
Student Salaries Student Salaries
Fringe Benefits Fringe Benefits
Temporary Agencies Staff Salaries
Telephone Charges Communications
Equipment Charges Communications
Network Services Communications
Postage Communications
Catalog Printing and Postage Communications
Duplicating/Printing Communications
Advertising and PR Communications
Maintenance Maintenance
Other Services Other Services
Educational Supplies Supplies
Office Supplies Supplies
Books and Periodicals Supplies
Software Supplies
Registration Fees Travel
Food and Catering Travel
Lease/Rent-Copiers Other Expenses
Lease/Rent-Space Other Expenses
Credit Card Fees Other Expenses
Employee Goods/Services Other Expenses
Building Maintenance Recharge Credit
University Assessment University Assessment

Our grouping
Staff
Staff
Staff
Staff
Operations
Operations
Operations
Registration
Catalog
Marketing
Marketing
Operations
Operations
Materials
Operations
Staff
Operations
Staff
Operations
Operations
Facility
Registration
Staff
Facility
Operations

Facility rent
Facility maintenance

Core staff salaries
Core staff benefits

Temporary employees

Catalog printing
Catalog postage

Office supplies
Copier rental
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Allocation formulas

Å# of FTEs

Å# of enrollments

Å# of contact hours

Å# of catalog pages

Expense categories

ÅStaff costs

ÅRegistration/CSR costs

ÅFacility costs

ÅOperations costs
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Income 25% 2% 29% 26% 18%

# Reg 51% 11% 9% 28% 1%

FTEs 29% 11% 20% 15% 20%

Cat Pages 63% 2% 5% 29% 2%

Space 27% 15% 22% 29% 7%

Indirect 
Expenses

32% 15% 17% 25% 11%

¢ƘŜ ǇǊƻŎŜǎǎ ƛǎƴΩǘ ǇǊŜǘǘȅΗBut the results are!

Methodology

1. Determine allocation formulas

2. Group expense categories

3. Assign allocations to expense groups

4. Determine program level for allocations
(e.g. programs, categories, courses)

5. Create tool to automate calculations

6 ideas to weather the storm


