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Who is UBC?
University Business Consulting (UBC) is an internal 

Mason management consulting practice committed 
to identifying and capitalizing on opportunities for 

innovation, turning data into insights, and increasing 
efficiency across George Mason University. 

Using our experience in higher education, project 
management, analytics, and strategic planning, we 

work alongside our Mason clients to devise 
solutions that support them in reaching their goals

across the university. 

UBC is located within Operations and Business 
Services.
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Best practices for financial modeling
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Structuring your outputs
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Questions & Answers

Agenda
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A financial model is a tool that lets you make explainable estimates 
about revenues and/or expenses, generally over multiple years and, as 
needed, under multiple conditions.

What is a Financial Model?

Driven by clear 
assumptions and logical 

calculations

Explainable 
Estimates

Spans three to 
five years

Multiple
Years

Categorized as 
high, medium, low,

for example

Multiple 
Conditions
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A few general terms:
• Assumptions (versus "Global Assumptions") are 

estimates that drive Inputs.

• Inputs drive calculations. These can include 
salary and fringe, inflation, rents and space 
acquisition costs, overhead rates, and of 
course, revenues. Inputs drive Outputs.

• Outputs show the results of those calculations. 
These can include fully loaded annual salary 
((salary + fringe) x inflation), indirect cost 
recoveries (grant revenue x overhead rate), etc.

General Terms in this Presentation

Fully Loaded
Annual Salary

Inflation

Salaries

Fringe 
Rate
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• State your model’s “rules” clearly and explicitly.
• Consider your inputs carefully.
• Rely on conservative assumptions.
• Use assumption tables for your inputs.
• Keep any original data intact.
• Use formulas for all your outputs.
• Use a consistent approach to building the parts of your model.
• Conduct periodic reality checks.
• Use notes and labels freely.
• Create a simple, at-a-glance summary.
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Your “rules” should include:
Stating Your Rules
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Category Examples Include:

General Parameters • Whether calculations are based on the fiscal / academic / calendar year.
• When your model starts and how long it runs.

Major Constraints • The limitations of the model itself (e.g., data sources).
• The outside conditions that impact the model (e.g., COVID).

Important Definitions • What specific terms are you using that aren’t immediately obvious?

Global Assumptions • How rates for inflation / fringe / overhead may change over time.
• How revenues (e.g., state and federal appropriations) may change over time.

Data Sources • Where did your data come from?

Instructions
• Which cell the user should use for data entry / updates.
• How to add new rows / formulas to a worksheet.
• When possible, how to make larger changes to the model.



Think broadly and carefully about the costs and revenues you will 
include in your model and how they will change over time. Some 
examples are given below:

Considering Your Inputs

Personnel Costs

• Usually the largest (non-
capital) cost category.

• Factor in salary, fringe, 
bonuses, AND inflation.

Operating and 
Administrative Costs

• All the costs of running 
your organization: 
supplies, telecomm, 
marketing, rent, 
small equipment, etc.

Capital Costs 

• Major equipment (e.g., 
servers)

• Space acquisition, 
construction, and 
renovation.

Revenues

• Grants (direct costs and 
indirect costs / overhead)

• Gifts / Philanthropy
• Recharge Rates
• Other Fundraising (e.g., 

events, merchandise)
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Be conservative (but reasonable) in your assumptions

Making Conservative Assumptions
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Err on the side of 
lower numbers for 

revenues. 
Err on

the side of higher
numbers for expenses.



Using Assumption Tables for Inputs

It makes it easier for the 
model builder to:

It makes it easier for the 
model user to:

• Construct formulas—and 
copy and paste them too.

• Make changes to those 
formulas.

• Understand the details.
• Question (and accept) your 

assumptions.
• Understand the results of 

your calculations.
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Example inflation factors on an assumption table:

Using Assumption Tables for Inputs
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Example assumption table (in blue below) for salary calculations:

Using Assumption Tables for Inputs
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Where should your assumptions go?
• One option is to list all (numerical) assumptions on one sheet and reference 

that sheet; this can make is easier to make updates.
• Another approach is to keep the assumptions in the part of the model to 

which they apply; this can make it easier for your audience to understand your 
model.

• It’s OK to display your assumptions in multiple places in the model, as long as 
each assumption is only entered in one place in the model.

Using Assumption Tables for Inputs
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If you are using a data set to help develop inputs, like general ledger 
data to help with expense estimates, keep the data in its original state.

• Create “Raw Data” tabs to house such data in its original form so that you can 
always reference it.

• If you have to manipulate the data in any way, such as by creating a new 
column to sum up other columns, make sure to label or color code which 
columns you created and which are original.

• If the data requires a lot of manipulation, you should consider creating a 
working tab from the “Raw Data” tab.

• Be sure to document where the data came from and how to update it, if 
appropriate.

Keep Original Data Intact
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Use formulas for all your outputs.
• It can be hard to understand where one typed-in (or “hard-coded”) number 

came from.
• It’s almost impossible to understand where ten typed-in numbers came from—

and very difficult to update them all.

Using Formulas for Outputs
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Make your formulas clear and transparent.
• Anyone looking at the model should be able to do two things:

• Identify where each input for the formula originates.
• Understand why each input belongs in the formula.

• Anyone updating the model should be able to do those things plus:
• Know how to change each input to produce an updated output.

Using Formulas for Outputs
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If you only remember one thing:

Using Formulas for Outputs

"Never, ever, EVER hardcode 
an output!"

(Unless you absolutely have to….)
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Never hardcode an output!

Using Formulas for Outputs

Why can’t I just… Because…

Type the base salary as part of the 
formula?

It makes this number invisible; you must examine the 
formula to answer a simple question: how much are we 
paying this person?

Type the percent effort or the inflation 
factor into the formula? You will have a lot of typing to do if these numbers change.

Type “6/12” if I know someone will only 
work half a year in Year 1?

You will need to adjust any time the start date changes –
plus you will need to do the math anyway.
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• Use a consistent approach to building your formulas.
• If your first salary calculation is (base salary x time in position x percent effort x inflation), all 

your other salary calculations should be too.

• Use a consistent approach to building the parts of your model.
• For example, if you have one worksheet for staff salaries and another for executive salaries, or 

for rent or renovation costs for different spaces, structure them the same way.

• A consistent approach is essential for scenario building.
• You want your users to study the operational differences between two scenarios, as shown by 

your model’s outputs, not be distracted by the structural differences between them, as shown 
by your model’s inputs.

Building with a Consistent Approach
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Adjust your model through periodic reality checks. Some examples:
• Are your proposed salaries realistic given who you are trying to recruit and 

what’s going on in the marketplace?
• If you are adding staff, is your hiring schedule realistic? Do you have space to 

house your people and for them to interact effectively?
• How likely is it that you will realize your projected revenues?
• Is the growth in revenues and expenses realistic given your history?
• Are revenues and expenses in line with each other and if not, why not?

Conducting Reality Checks
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• Notes, notes, notes!
• You won’t remember all the decisions you made when building your model 

unless you write them down.
• Your users may not understand those decisions—or the related trade-offs—if 

you don’t explain them.
• The same applies to data sources: you won't remember where they all came 

from, and others won't be able to make related updates.

• Make sure everything is labeled clearly!
• Every worksheet should have a clear title.
• Every section of the worksheet should have a clear heading.
• Every item in that section should have a clear label.

Using Notes and Labels
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• Think about what your 
audience wants/needs to 
know most and put that 
front and center.

• Think about the best way to 
show your summary.

• Is something like a tradition 
financial statement the right 
approach, or will a graphic 
convey the information more 
clearly and powerfully?

Creating a Simple Summary Sheet
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• If your summary is getting too complicated, consider having two 
views: a comprehensive summary and a snapshot.

Creating a Simple Summary Sheet
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Think about what you think you want to share…

Creating a Summary Sheet
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…then think about what your audience really needs to know.

Creating a Simpler Summary Sheet
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• A financial model is a tool that lets you make explainable estimates 
about revenues and/or expenses, generally over multiple years and, as 
needed, under multiple conditions.

• Best practices for financial modeling include:
• Stating your rules clearly and using notes and labels freely.
• Making conservative assumptions and doing periodic reality checks.
• Using assumption tables for your inputs and keep your original data intact.
• Using formulas for your outputs and making them clear and transparent.
• Using a consistent approach for all parts of your model.
• Creating a simple summary tailored to your audience.

Recap
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Questions?
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• Remaining Sessions:
• Consulting Project Best Practices, July 20, 12-1 pm
• Successful Facilitation Tips and Tricks, August 17, 12-1 pm

• Please feel free to forward the invitation
• Today’s presentation pdf will be provided to those that signed up
• Feedback form – we’ll send one out this week and would welcome 

your suggestions

UBC Summer Knowledge Share Series
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CONTACT UBC

Email: UBC@GMU.edu

Website: consulting.GMU.edu

http://www.consulting.gmu.edu/
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