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Disclaimers

The information contained herein is general in nature and is not intended, and
should not be construed, as legal, accounting, or tax advice or opinion
provided by CliftonLarsonAllen LLP to the user. The user also is cautioned that
this material may not be applicable to, or suitable for, the user’s specific
circumstances or needs, and may require consideration of non-tax and other
tax factors if any action is to be contemplated. The user should contact his or
her CliftonLarsonAllen LLP or other tax professional prior to taking any action
based upon this information. CliftonLarsonAllen LLP assumes no obligation to
inform the user of any changes in tax laws or other factors that could affect
the information contained herein.

" Create Opportunities

( 4

©2020 CliftonLarsonAllen LLP



Introductions
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Learning Objectives

Identify how cost of academic programs can be understood in
relation to revenue

Explain why academic program costs and contribution margins are

important to institutions

Review procedures when creating contribution margin models
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State of the Industry

L | v

How to Recognize the Warning Signs
of a Death Spiral — and How Colleges
Can Avoid One

By Scott Carlson and James F. Galbally Jr. | APRIL 22,2020

Your institution has never
assessed the costs of its
operation

Do not know the cost of
programs and departments

Do not understand the return
on investments

https://www.chronicle.com/article/how-to-recognize-the-warning-signs-of-a-death-spiral-and-how-colleges-can-avoid-one/
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AVERAGE TUITION AND PROPORTION OF TUITION SPENT ON INSTRUCTION
AT THE LARGEST 100 PUBLIC, NONPROFIT, AND FOR-PROFIT SCHOOLS
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Source: Author compilation of results from John Cheslock’s IPEDS Finance Survey analysis.
https.//tcf.org/content/report/much-education-students-getting-tuition-dollar/
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Financial Challenges

Declining
Enrollment

Inflation

m Create Opportunities

Loss of
Government
Funding

Decrease in
Contributions

Increase

Salary and
Benefit Cost

Poor Market
Performance

Capital
Projects
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Union College’s Experience with Contribution
Margin Modeling

Process of

Financial Potential e
hall Solutions Program-Based Realizations
Challenges Modeling

m Create Opportunities

nAllen LLP

©2020 CliftonLarso



Potential Solutions

Focus on
“Top Line”

Cost
Containment

Increase enrollment
Increase tuition rates
Implement a differential pricing or fee strategies

Budget reductions
Hiring freezes
Workforce reductions

N
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Union College’s Experience with Contribution
Margin Modeling

Financial Potential HIDESES O "
Program-Based Realizations

Challenges Solutions Modeling
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Program-Based Financial Model

©2020 CliftonLarsonAllen LLP

Allocation of
Indirect Decision
Revenue and Making
Expenses

Direct Direct

Program Program
Revenue Expense

This type of financial model allows decisions to be made with an
understanding of the impact on specific degrees, programs, or departments
instead of broad units or functions.

@ Create Opportunities

( 4

12




( 4

Union College’s Experience with Contribution
Margin Modeling

Process of
Program-Based Realizations
Modeling

Financial Potential
Challenges Solutions
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Example of Academic
Contribution Margins

WEALTH ADVISORY | OUTSOURCING | AUDIT, TAX, AND CONSULTING

Investment advisory services are offered through CliftonLarsonAllen Wealth Advisors, LLC, an SEC-registered investment advisor




Department Dashb

es Following Student

Departments Business

Business Revenue

Community Health Tuition and Fees 4544 221

. Auxiliaries 281,652
T LnE Departmental income 2,500
Human Development

Contributions 141,797
Investments/Other Assets Income -

Liberal Arts

No Department Less: Scholarships 1,262,146

=T Total Revenue 3,708,624

Professional Studies

Religion Expenses

- Payroll 1,414,449

Science/Math Miscellaneouse Expenses 107,143
Contracted Labor 600
Meetings and Travel 150,770
Office Expenses 47,308
Utilities and Maintenance 3,600
Depreciation 38,400
Total Expenses 1,762,271

Department Contribution Margin 1,946,353

Allocated Room and Board Revenu 043,294
Allocated Other Revenue 2,088,587

Allocated Student Program Expense 1,122 487
Allocated Administrative Expenses 1,610,718
Allocated Room and Board Expense 692,061
Allocated Other Expenses BOB,735

Total Contribution Margin 744,239

oard

Departmental Dashboard

Average Student FTEs (Fall and Spring)

Revenue per Student FTE
180.88

$12,563

Department FTE's

‘ 23.6%

Business = All Other

$9,074

$3,489

Gross Tuition per FTE

Scholarships per FTE Met Tuition per FTE

Department Academic CM % Contribution Margin per

Student FTE
o1 $5,380
52% .
31%
17%
Business 25th Percentie Median 75th Percentile Business

Opportunities
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Program Dashboard

Tu

Programs

n + Salaries Follo

Interior Design
International Relations
International Studies
Mathematics

Medical Laboratory Science
Music

Music Education K12

Music Performance
Nursing

Personalized Major
Physical Education

Religion

Religious Education
Science Education
Secondary English Education
Social Science Education
Social Work

Sociology

Theology

Undecided

Stude

Psychology
Revenue

Tuition and Fees

Auxiliaries

Departmental income
Contributions
Investments/Other Assets Income

Less: Scholarships

Total Revenue

Expenses
Payroll
Miscellaneouse Expenses
Contracted Labor
Meetings and Travel
Office Expenses
Utilities and Maintenance
Depreciation

Total Expenses

Program Contribution Margin

Allocated Room and Board Revenue
Allocated Other Revenue

Allocated Student Program Expenses
Allocated Administrative Expenses
Allocated Room and Board Expenses
Allocated Other Expenses

Total Contribution Margin

1,083,765
1,497

775

432,944

653,094

445,398
866
2,402
24,549
1,418
27,073

501,706

151,388

256,197
567,253

304,864
437,465
187,961
219,649

(175,102)

Program Dashboard

Average Student FTEs (Fall and Spring)

49.13

Revenue per Student FTE

Program FTE's

6.4%

Psychology ® All Other

$11,031

$6,624

$4,407

Scholarships per FTE Net Tuition per FTE

Gross Tuition per FTE

Program Academic CM % Contribution Margin per

42% Student FTE
$1,541
27%
23%
. -
Psychology 25th Percentile Median F5th Percentile Psychology

Create Opportunities
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Step 1: Identifying the Direct Revenue that is
generated by each program

/ Assign a program to each student |

Nursing
Revenue
Tuition and Fees 1,730,479
Auxiliaries 174,309
Departmental income 1,545
Contributions 87,571

Investments/Other Assets Income

Less: Scholarships 692,014

Total Revenue 1,301,890
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Step 1: Identifying the Direct Revenue that is
generated by each program

lmas Utilize billing system to allocate
SI—— Pl tuition and fees
Tuition and Fees 1,730,479
Auxiliaries 174,309
Departmental income 1,545
Contributions 87,571

Investments/Other Assets Income

Less: Scholarships 692,014

Total Revenue 1,301,890
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Step 1: Identifying the Direct Revenue that is
generated by each program

Nursing
Revenue

Tuition and Fees 1,730,479
Auxiliaries 174,309 :
Departmental income 1,545 Identify other direct program
Contributions 87,571 revenue by using the general
Investments/Other Assets Income - Iedge r detail
Less: Scholarships 692,014

Total Revenue 1,301,890
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Step 1: Identifying the Direct Revenue that is
generated by each program

Nursing
Revenue
Tuition and Fees 1,730,479
Auxiliaries 174,309
Departmental income 1,545
Contributions 87,571

Investments/Other Assets Income

Less: Scholarships 692,014

Obtain a detail of scholarships

N granted to each student and
allocate discount to the student’s
program

Total Revenue 1,301,890
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Step 2: Identifying the Direct Expenses that are
incurred by each program

Allocate faculty’s salary and
benefits to the classes they teach.

Expenses

Payroll 747,025 7 Determine a method to allow the
Miscellaneouse Expenses 65,876 dollar to follow the student
Contracted Labor 340

Meetings and Travel 93,573

Office Expenses 31,144

Utilities and Maintenance 2,187

Depreciation 23,773

Total Expenses 963,917

Create Opportunities
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Step 2: Identifying the Direct Expenses that are
incurred by each program

Expenses
Payroll 747,025
Miscellaneouse Expenses 65,876
Contracted Labor 340
Meetings and Travel 93,573
Office Expenses 31,144 ' i
Utilities and Maintenance 2,187 Allocate other direct program
Depreciation 23,773 expenses based on coding within
the general ledger
Total Expenses 963,917
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Step 3: Calculating Program Contribution Margin

Direct Direct Program
Program — Program — Contribution
Revenue Expenses Ma;gln
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Step 3: Calculating Program Contribution Margin

Direct Direct
Program — Program Program
Revenue Expenses ~ Contribution
—  Margin
Direct o/?

Program Revenue
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Program Contribution Margin (%)

Program Academic CM %

42%
39%
27%
7%
Biology 25th Percentile Median 75th Percentile

Create Opportunities

Contribution Margin per
Student FTE

$3,431

Biology
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Program Contribution Margin (%)

2020 CliftonLarsonAllen LLP

Program Academic CM % Contribution Margin per
42% Student FTE

27%
7%
|
-3%
-$164
Social Science Education 25th Percentile Median 75th Percentile Social Science Bducation
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Step 4: Allocate Overhead Revenue and Expense

( 4

Building

Utilities Maintenance

Depreciation

: Human ..
Accounting ResOUrces Admission

Student Gifts and Institutional
Success Pledges Aid

@ Create Opportunities
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Overhead Allocation — Student Headcount
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Other Personnel Cost

Other Administrative
Expenses

Marketing

Financial Aid and
Scholarships

Contributions

nAllen LLP
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Overhead Allocation — Square Footage
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D
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Step 5: Calculate Academic Net Margin

Total Total = Academic Net

Revenue Expense Margin ($)

(Total Revenue - Total Expense) Academic Net
— Margin (%)

Revenue
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Dashboard
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Average Student FTEs (Fall and Spring)

Revenue per Student FTE
20.25

$10,187

Program FTE's
2.6%

$6,280
$3,908
Sociology = All Other Gross Tuition per FTE scholarships per FTE Met Tuition per FTE
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Dashboard

Average Student FTEs (Fall and Spring)
29.75

Program FTE's
3.9%

Biomedical Science  ® All Other

Create Opportunities

$11,668

Gross Tuition per FTE

Revenue per Student FTE

$4,213

Scholarships per FTE

$7,455

Met Tuition per FTE
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Dashboard

Average Student FTEs (Fall and Spring)
3

Program FTE's
0.4%

Exercise Science  ® All Other

Create Opportunities

$11,031

Gross Tuition per FTE

Revenue per Student FTE

$7,267

Scholarships per FTE

$3,763

Met Tuition per FTE
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Union College’s Experience with Contribution
Margin Modeling

Process of
Program-Based J| Realizations
Modeling

Financial Potential
Challenges Solutions
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Next Steps

‘ Leverage the data that you have

‘ Assemble the correct team

‘ Reach out — we can help!
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Leah Lindstrom, A"""""

Manager _

Leah. Lmdstrom@C
612-397-3274

Frankie Rose, PhD
Vice President for Ac
Union College
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https://twitter.com/CLAconnect
https://www.facebook.com/CliftonLarsonAllen
https://www.linkedin.com/company/cliftonlarsonallen
https://www.youtube.com/user/CliftonLarsonAllen
https://www.instagram.com/lifeatcla
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