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User Guide for Professional Services Financial Plan Template
Welcome to your customized ModelSheet Templateldedelighted that you have chosen ModelSheetttthge

most out of your spreadsheet models. In orderéoyosr ModelSheet template effectively, we urge ywtake a few
minutes to read the description of what the teneptaintains and the tips for using the template.

Contents
1 What the Professional Services Financial Plan Templ  ate Contains 2
1.1 Financial Statements and Reports 2
1.2 The Professional Services Model Is Made Up of Sub-ddlels 2
1.2.1 Sales Sub-Model 2
1.2.2 Gross Margin/Cost of Services Sub-Model 4
1.2.3 Contribution Margin Reports by Practice Area, Sal#sannel, and Engagement 4
1.2.4 Operating Expense Sub-Model 4
1.2.5 Support Staff Sub-Model 5
1.2.6 Financial Expenses and Income Taxes Sub-Model 5
1.2.7 Asset and Depreciation Sub-Model 5
1.2.8 Liabilities Sub-Model 5
1.2.9 Equity Sub-Model 5
1.2.10 Valuation Sub-Model 5
2 How to Use the Professional Services Financial Plan Template 6
2.1 How to Use the Worksheets 6
2.2 Understanding How the Model Works: Variables and Fomulas Relating Variables 7
2.2.1 How to Use Excel Comments 7
2.2.2 How to Use the Formulas Worksheet to Understandaées in the Model 8
2.2.3 How to Use the Labels Worksheet to Understand W&gand Dimensions in the Model 10
3 How to Enter and Edit Data in the Professional Serv ices Financial Plan Template 11
3.1 How to Enter Data in the “Inputs Worksheet”: Data Entry Tips 11
3.2 How to Edit Display Names, Comments, and the Modé&tart Date in the “Labels Worksheet” 13
3.3 Note on Times to Open Excel Workbooks 15
3.4 Note on Excel Error Codes in Templates without Data 15
4 License Terms 15

The introductory webpage for the Financial PlanRoofessional Services template is
http://templates.modelsheetsoft.com/modelsheet@emfinancial-plan-professional-services-templatgsx

5/17/2010

Copyright © 2010 ModelSheet Software, LLC. All righreserved.



Page 2 of 16

1 What the Professional Services Financial Plan Tem  plate Contains

The Professional Services Financial Plan Templaitéains a customized (and customizable!) finaridiadiel of a
professional services business. The Professiomaicgs Financial Model’s outputs and structureeefflthe special
requirements and drivers of a professional sentceiess.

Note: The “Professional Services Financial Model” wd keferred to as the “Professional Services Model”
or simply the “Model”.

1.1 Financial Statements and Reports

The major outputs of the Model are the followingdicial Statementéncome StatemerBalance SheeCash Flow
StatementandFinancial Ratio Report

In addition to these Financial Statements, the Mali® generateGraphsand detailed reports for the major sections
in the Financial StatementSales, Gross Margins and Cost of Services, OpaydEkpenses, Support Staff, Financial
Expenses and Income Taxes, Assets, LiabilitiestyE@ndValue(firm valuation). Finally, the Model also genemate
detailed reports that track and analyze the keydsions of revenue and cost of services in a sinfieal services
firm: Practice Areas, Sales ChannedsidEngagements

Each of these outputs (Financial Statements, Graplisdetailed reports) has a worksheet devotédYou access
these worksheets by clicking on the appropriai@beled tab at the bottom of the workbook, as shovirigure 1.

Figure 1: Financial Statements Worksheet Tabs

Graphs . Inputs . IncStmt | Balsht . CFStrmit RatioRpt

Clicking on the BalSht" tab opens up the Balance Sheet Worksheet.

In general, the detailed section reports follow standard order” of presentation that you woulgest in reading
income, balance sheet and cash flow (sources a®afisunds) statements. Income Statement itenhsdeSales,
Cost of Services (Cost of Sales) and Gross Mar@pegyrating Expenses, Support Staff (because haattgpically
drives the constituents of Operating Expenses) Famahcial Expenses (interest income and expettiser o
income/expense, bad debt expense). Balance Skeetiimclude Assets, Liabilities, and Equity. Fipathe Cash
Flow Statement is used as the basis for a valuafitime business.

The detailed report fdalesis accompanied by segment reportsHaactice Areas, Sales Channedsid
EngagementsThese three reports are contribution margin Qoritributed Income”) analyses of the business from
the three major perspectives that managers typioab.

1.2 The Professional Services Model Is Made Up of Sub-ddlels

The Professional Services Model is composed of -ldoblels” that generate the detailed reports meeticabove:
Sales, Gross Margins and Cost of Servi€yserating Expenses, Assets, Liabilities, Equitygdg®mentsand so on.

Note: The Standard version of the Professional Services Tatmplas less detailed versions of these line item
Sub-Models.

These Sub-Models include the following features.

1.2.1 Sales Sub-Model

The Sales Sub-Model includes revenue and billetepsional staff hours segmented by practice aredegsional
staff type, sales channel, and time. It is drivgibitied professional staff hours, billing rateadaclient engagements.
The logic underlying these drivers is as follows:

Professional Staff Capacitvailable professional staff time (in hours) istermined by professional
headcount, a number of hours per person that defitleutilization, and a target utilization ratevailable
professional staff time is in turn divided into &pd hours and unapplied hours.
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Applied Hours (Billable Hours)Hours applied to client engagements or practeetbpment. Professional
staff hours applied to client engagements aretparéd into hours billed to clients and hours nitied.

Billed Hours The number of hours actually billed to the cliefhe engagement manager has the discretion to
write off some of the billable hours.

Billing Rates Billing rates are the hourly hates charged tdamsrs. These rates are a function of
professional staff type (the higher the level tighbr the rate) and practice area: hourly ratesgiven level
may vary by practice area. You can specify discpantents from nominal billing rates for each pract
area, and for each individually tracked engageniémse two discount rates are combined in the ctatipa
of billings.

Client Engagement<lient engagements fall into two categories: éhtmt are deemed important enough to
be individually tracked, and those that are tradkeabgregate through the sales funnel.

0 Major Engagementsfhese engagements are individually tracked. Eagbrreagagement is
assigned the following attributes:

Practice area and sales channel (or segment)

Size: number of billable hours, segmented by peibeml staff type and distributed over time
periods (You can specify a linear ramp for hoursrdime, or directly specify the number of
hours in each time period.)

Duration and start date.

Each major engagement is also assigned an engaggmenwhich defines default values for size,
duration, and distribution of staff hours over Stgpes and time periods. You can override any of
these default attributes for an individual engag&mehe engagement types enable you to define a
large number of engagements (say 50) that are mda@dler s small number of engagement types
(say, 5) with minimal data entry, then refine thigilautes of each engagement with a small amount of
data input..

o Minor Engagements - Sales Funniehe sales funnel tracks qualified leads, ordeklogy, and active
engagements in terms of numbers of billable stafirs. You can specify the number of lead
categories, listing the category of least (mosglifjed leads listed first (last). You also specify
conversion rates between successive stages, canveases from the last lead category to order
backlog, then to applied hours, and the rate athvigads in the funnel expire without converting.
Only billable hours, not individual engagementg, @acked in the sales funnel.

Figure 2: of Sales Input Data for Major Engagements

Major Engagements

Name A B C Purpose/Use

£ Practice A ]
ractice Area
E Classify Engagements
aE;' Sales Channel by Business Segment
(] _
o . 7]
E Size Billable Hours Compute Billable
|_
b= . Hours over Life
& Hours by stafftype, time
5] _
= Buretsy Fit Engagements
=] .
into Calendar

< | Start Date
U -~
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Figure 3: Sales Input Data for Minor Engagements
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1.2.2 Gross Margin/Cost of Services Sub-Model

The Gross Margin/Cost of Services Sub-Model congtite Cost of Services due to professional staffdhapplied
to client engagements (billed and unbilled), engagy@-driven travel and entertainment, and supplifés. costs of
professional staff hours applied to engagementtaagely driven by the following factors:

Professional Staff Compensatidncludes salaries and bonuses varying by prajessistaff type and
practice area, benefits varying by staff level, paglroll taxes.

Professional Staff Capacitfsegmented by professional staff type and praetieas. Capacity is determined
by headcount, nominal full utilization per persand target utilization rates. The Sub-Model alscks
actual professional staff utilization rates. You c&t professional headcount directly (for eacff stpe and
time period), or specify a target professionalfatifization rate (expressed as the percent ofialvie
professional staff time devoted to applied prof@sal staff hours) and let the Sub-Model compute the
headcount; or you can specify headcount directiairty time periods and let the model compute iatar
time periods.

1.2.3 Contribution Margin Reports by Practice Area, S&@bésnnel, and Engagement

The Model uses the Sales and Gross Margin/Costviicges Sub-Models to generate detailed “ContrdsutMargin”
reports that analyze the performance of the busisegmented bgractice Area, Sales ChannahdEngagement
These reports enable you to answer questionsHikéollowing:

Which practice areas are the most profitab{@fe practice may have a lower discount percerdagehigher
billed-to-billable hours ratio than another.

Is the Commercial Sales Channel more profitablettiee Government Sales Channklfight be the case
that the higher discount percentage of governmagagements is more than offset by a larger number o
billable hours, or that practice development experage higher in the Commercial segment.

Which of my tracked engagements are performinglp@md why?The distribution of billable hours
associated with some engagements might make thempnafitable than others.

Each of these dimensions (Practice Area, Salearighaand Engagement) has a worksheet devoteditedause
understanding these dimensions of performanceaés afucial to understanding the dynamics of agasibnal
services business.

1.2.4 Operating Expense Sub-Model

The Operating Expense Sub-Model includes operatipgnses like Development, Selling Expense, Margeti
Expense, Administrative Expenses (Legal, Human &ess, Accounting, and Treasury), Facilities Expeasid so
forth. The salary and benefits portion of operagmgenses is computed from the Support Staff Suldilo
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1.2.5 Support Staff Sub-Model

The Support Staff Sub-Model includes support emgdolyeadcount (all non-billable employees), salameswages
(including bonuses and commissions), and bengdésiSed by department, job level and time peribde Sub-
Model also includes theptionaltracking of open positions and recruiting expersgeified by job level, practice
area or department, and time period. In the earlg periods, you can specify headcount directlyatar periods you
can specify headcount as a function of revenue—+eepeof revenue formulation. You can also inclsdale effects
using theoptional Scale Formula:

Scale Formula for Headcount:
Headcount = Constantl + Constant2 * Revenue " Exp@mt

You can specify headcount directly for earlier tipggiods and switch over to the Scale Formulaoorgan
use the Scale Formula for the entire Model tim@eaT he rationale for the Scale Formula is thatesom
operating expenses tend to increase more slowtyrdgenue as firms increase in size. This tendeneghat
is referred to as “scale effects” or “economiesaile”.

Note: In order to capture scale effects, you normadtyte exponent in the Scale Formula to be less1ha
To take an extreme example, an exponent of 0.5atels that headcount is proportional todeare rootof
revenue--a very sizeable scale effect. When therexqt equals 1, we have no scale effects and weaaie
to the percent of revenue formulation.

1.2.6 Financial Expenses and Income Taxes Sub-Model

This Sub-Model computes interest expense on shdrtang-term debt, interest earned on cash balabegsdebt
expense, income taxes, and tax losses carried fdrwa

1.2.7 Asset and Depreciation Sub-Model

The Asset Sub-Model computes cash, accounts \ddeivinventory supplies (LIFO accounting), longiteassets
like property, plant, and equipment, and officenfture, along with depreciation and amortizatioong-term assets
are of three types:

Tagged asset&ach tagged asset is tracked separately witlsset $ag, date of purchase, initial value, life,
depreciation method, and salvage value. This imally used for major assets like plant and equigmen

Untagged asset#\ssets are divided into asset types . Each urthggset type has a life, purchases,
depreciation, and book value for each time pefldek depreciation method is a declining balance atkth
Only asset types and not individual assets ar&edacT his is normally used for numerous small asseth as
desks and PCs.

(Optional) Capitalized practice development expenshese are amortized over their expected lifetime
benefit.

1.2.8 Liabilities Sub-Model

The Liabilities Sub-Model includes accounts payablert-term debt, capital leases, long-term daid, bonds.
Bonds are treated as annuity bonds with sale thate value, interest rate, and balloon payments.

1.2.9 Equity Sub-Model

The Equity Sub-Model includes paid-in capital, ne¢al earnings, dividends and dividend yields.dbatalculates the
internal rate of return (IRR) of the business.

1.2.10 Valuation Sub-Model

This Sub-Model values the business based on #sept value of the business's cash flow to equoityens. You can
specify whether to use the Capital Asset PricingidCAPM) framework to estimate the discount rateyou can
specify directly the discount rate(s) to be usdtk Sub-Model also computes the present value of fbtas's
occurring after the end of the Professional Ses/idedel’s time horizon using a simple net incomedahmodel.
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Each of these Sub-Models has a worksheet devoti teports it produces. You access these workshge
clicking on the appropriately labeled tab (the namerrespond to the names of the Sub-Models) didttem of the
workbook, as shown in the Figure 2.

Figure 4: Sub-Model Output Reports Worksheet Tabs

| |
Practices . Channels " Engage .~ Sales . GM CostSvcs - OpExp o Sup Staff ~ FinTax " Assets " Liab - Equity . Value

2 How to Use the Professional Services Financial PI  an Template

2.1 How to Use the Worksheets

The Professional Services Financial Plan Temptatgdanized as a series of worksheets, with eacksiveet
containing a set of output reports generated byPtiodessional Services Model or one of its Sub-M&déou access
any of these worksheets by clicking on the appeggly labeled tab at the bottom of the workbooKlastrated in
Figure 3.

Figure 5: Financial Plan for a Business Template Wo  rksheet Tabs

IncStmit .~ BalSht - CFStmit RatioRpt Practices . Channels -~ Engage . Sales .~ GM CostSves - OpExp . Sup Staff - FinTax -~ Assets . Liab " Equity -~ Value

Clicking on the "OpExp" tab, for example, opengiup "Operating Expense" Worksheet, a portion ofciwhs shown
in Figure 4.

Figure 6: Operating Expense Worksheet--Collapsed Vi  ew

1]z]3 A B C D E F G H
1 |ABC Corp.
2 [1172010 to 6/30/2011
3 |Operating Expense
4
5 |Summary by Department
B Jam 2010 Feb 2010 Mar 2010 o1 2010 Apr 2010 May 2010 Jun 2010 Q2 2010
7 |Operating Expense
3 | Sales $58,794 $79,707 $18,798 [ $96,699 $18,086 $78,758 $23,067 [ $59,905
9 | Marketing $71,518 $26,963 $27,009 [ $125,490 £27,054 $27,100 $27,146 [ $81,301
10| Admin $282,724 $28,996 $29,023 [ $340,243 $29,090 $29,179 $29,368 [ $87,637
11| Total §412,536 $75,666 §74,230 $562,432 §74,234 §75,037 §79,575 §228,343

14 |Detail by Cost Type
48

49 Marketing Expense
81

82 Development Spending
91

92 Facilities Expense
110

111 Other Operating Expense
224

225 Recruiting Expense
277

azn

You will note that the worksheet displays an ovewnwior summary, report. This is the worksheet'dlapsed view".
Underneath the summary report is a list of titilemore detailed reports. These titles indicate tlmgvcontents of the
Operating Expense worksheet are organized. Cliokingny of the "+" signs to the left of each tithuses a more
detailed report to appear, with contents corresin the title. For example, clicking the "+" Bigext to Facilities
Expense causes the Facilities Expense report aapas shown in Figure 5.
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Figure 7: Operating Expense Worksheet--Facilities E ~ xpense Report Opened

11 | Total | $412,536 $75,666 74,230 | $562,432 | 74,231 $75,037 $79,575 | $228,843 |
12

13

14 Detail by Cost Type

B
p =
w

Marketing Expense

+]
]

Development Spending

Facilities Expense

1]

94 Jan 2010 Feb 2010 Mar 2010 Q1 2010 Apr 2010 May 2010 Jun 2010 Qz 2010
495 |Facilities & Utilities Exp
95 Sales $0.30 $0.30 $0.30 $0.90 $0.30 $0.30 $0.30 $0.90
97 | Marketing £0.60 50.60 £0.60 £1.80 £0.60 50.60 £0.60 £1.80
98 | Admin $0.90 $0.90 $0.90 $2.70 $0.90 $0.90 $0.90 $2.70
99 | Total $1.30 §1.30 $1.80 [ $5.40 $1.30 $1.30 $1.80 [ $5.40
100
1()1 Office Space (KsqfiPerson) 0.250 0.250 0.250 0.250 0.250 0.250 0.250 0.250
102
103 Office Rent ($/=qfiYr) $12.00 $12.00 $12.00 $12.00 $12.00 $12.00 $12.00 $12.00
104
105 Office Utilities ($/sqfiYr) $1.200 $1.200 $1.200 $1.200 $1.200 $1.200 $1.200 $1.200
106
107 Office Maint ($/=qfYr) $1.200 $1.200 $1.200 $1.200 $1.200 $1.200 $1.200 $1.200
108
109
110
111 /Other Operating Expense

224
225 Recruiting Expense
277

Note that the "+" sign next to the underlined Faes Expense title is now a "-" sign, indicatimgt the Facilities
Expense report has been opened. Clicking on th&dd' will close the report and return the worksheats
"collapsed" state.

Most (though not all) of the worksheets in the Bssfonal Services Financial Plan Template aregset this
manner: collapsed view with detailed reports tlzat lbe opened up. We recommend you open no morettear
two detailed reports at any given time. Openingagpmany detailed reports at once can give yousémse of
drowning in a sea of information.

2.2 Understanding How the Model Works: Variables and Fomulas Relating Variables

The Model underlying the Professional Services ki Plan Template is powerful and flexible beaaitgs built in
terms of named variables and formulas that relaisd variables. In this context, a “named variatdesimply the
name of any particular business concept: “Revefaregéxample. A “Formula” is simply a way of deifig the
business concept by relating it to other business@pts. In a professional services context, “Regépan be
defined through the formula “Hourly Billing Ratdimes the number of “Billable Hours” spent on a jzatar
engagement. “"Hourly Billing Rate in turn is defthas “"Nominal Hourly Billing Rate” less “Billing BRte Discount”.
If these examples sound obvious, that is precib@ypoint. We usually think in terms of conceptd ésrmulas that
relate those concepts, and not in terms of cedltions (“H23") and cell location-based computatidoamulas (“H23
= F23*E18"). You can save a lot of time and effand get the greatest benefit from your templatarierstanding
how the Professional Services Model is driven hyaldes and the formulas that define those vargatiieough other
variables, rather than by cell locations and foamulased on cell locations.

This template has a number of features to helpwwmlerstand how the Professional Services Model svdfloating”
Excel Comments, a “Formulas Worksheet”, and a “lsald¢orksheet”.

2.2.1 How to Use Excel Comments

Each variable in the Model has an Excel Commeathéd to the worksheet cell that displays the naintleat
variable. Each Comment explains what the variabbnd often tells you how it is used in the Modelthe end, each
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Comment displays the “formula name” of that varéglii the formula name differs from the displayeane: The
presence of an Excel Comment is indicated by alsettriangle in the upper right corner of thel ceintaining the
variable display name. For example, the Faciliigpense Report shown in Figure 5 shows these igthtes in the
cells in leftmost column showing the variable digphames “Office Space”, “Office Rent”, “Office Uties”, and
“Office Maint”.

Moving the mouse cursor over the cell, or leftking on the cell, causes the Excel Comment to appeaexample
of an Excel Comment is shown in Figure 6 for thealse display name "Billing Rates (Nominal)".

Figure 8: Excel Comment for the Variable Display Na  me "Billing Rates (Nominal)"

A B C D E F G
b |Excel formulas in shaded cells are starting suggestions. You can overwrite them.
T |Company Name v |ABC Corp. |
8
9
10 Sales Input Data
11
12 | Sales Funnel Input Data Nominal (listed) hourly professional billing
A7 |Engagement Prototypes rates, by time period. You should enter billing

rate data for the first time period, and for any
time period and product for which the professional
billing rate changes.

96 Engagements
145 Billing Rate Input Data

1:1”; (variable Fees_per_Hr_Nominal) Jan 2010 Feb 2010
an e

148 Billing Rates (Hominal ) Y Practice 1 Professional Il g500 T g500 T
149 "Professional | s300 7 g0 "
150 Practice 2 Professional ii s400 " s400 "
151 Professional | g200 7 g200 7
152

153 Billing Rate Discount % Y Practice 1 Frofessional Il 50% " 50% "
154 rrofessions! | r s50% " 50% "
155 Practice 2 Professional Il i 50% " 50% "
156 Frofessional | i 50% " 50% "

In this example, the variable is explained in tlwn@hent and you are told how it is computed—in daise, through
direct data entry. The actual variable name, cahed'Formula name” (“Fees_per_Hr_Nominal”), isgivin
parenthesis at the end of the Comment.

Note: Each variable has a “Formula Name” (such as "Fe&s Hr_Nominal") which the Model actually uses
in its calculations and a “Display Name" (such &illing Rates (Nominal)") which is the more "user-
friendly" name that appears throughout the workb&me Section 2.212ow to Use the Formulas
Worksheetfor more information about how the Model uses fal@mames of variables in its calculations
rather than cell addresses. See Sectioi®8\2 to Edit Display Names, Comments, and the Mo8&rt Date
in the “Labels Worksheet” for instruction on how teaage variable display names.

2.2.2 How to Use the Formulas Worksheet to Understanda¥sbes in the Model

This worksheet displays the formula for each vdeighrranged alphabetically by the Formula Namdbefvariables.
The “Formulas” worksheet tab is located towardsekigeme right side of the workbook tabs at thedmotof the
workbook as shown in Figure 7.

Figure 9: “Formulas” and “Labels” Worksheet Tabs

Value | Formulas - Labels

A small portion of the top of the “Formulas Workei” is depicted in Figure 8.

! Display names are set to whatever is most heipfiile Excel workbook. The formula names must mique, descriptive, and
contain no spaces. Therefore each variable in thédVhas a display nhame that appears in Exceladadmula name that
appears in the underlying ModelSheet formulas.
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Figure 10: A Small Portion of the "Formulas Workshe  et”

J [Model Formulas

4

5 Variable Display As Dimension Index Formula / Data

A |Accts_Pay_Days Accts Payable Days ‘Accrs_Pey_T}:oe Roll-up: if(Purchases_Short_Term=0, 0, Accts_Payable/pericds_per("day”WPurchases_Short_Term)
7

8 Accts_Pay_Targ_Days Accts Pay Targ Days ‘Accts_Pey_Type Data: preve(30)

9

10 Accts_Payable Accts Payable ¥ Acets_Pay Type Data: ifm(Time<=0.001, Accts_Payable_Initial, Accts_Pay_Targ_Days*pericds_per("day”)j*Purchases_Short_Term)
" - The estimated amount of accounts receivable at the

12 |Accts_Payable_Initial Initial Accts Payable end of a time period, expressed as a number of

13 days of revenue. Used to compute accounts

14 Accts_Rec_Days Accts Receivable Days ¥ Global Data: preve(60) receivable.

15 (variable Accts_Rec_Days)

16 |Accts_Receivable Accounts Receivable  Global Data: ifm(Time<=0.001, Accts_Receivable_Initial, Acctz_Rec_Days*periods_per("day”)*Revenue)

18 Accts_Receivable_Initial Initial Accts Receivable N

20 |Asset_Turnover Asset Turnover Y Global Roll-up: if{Assetzs=0 0, RevenuelAssets)

For each variable:
The first column shows the variable's Formula Name.

The second column shows the variable’s Display Ndhtke meaning of a variable is unclear, you can
mouse over its display name and view the Excel Centrwhich defines it, as in the case of "Accts
Receivable Days," shown in Figure 7.

The third column shows the "Dimension Index" thefies in what parts of the domain of the varighke
formula applies.

Note: Dimensions in ModelSheet can best be understoadaasy of segmenting and organizing variables.
Revenue, for example, can be aggregated alongrtiendions of practice area, professional staff tgpées
channel, and time. See Section 2/28v to Use the Labels Worksheet to Understand Vales and
Dimensions in the Modefor more information on the use of dimensionshia Model.

The fourth column shows the formulas that compluéevialues of the variable relation to other variables,
rather than in terms of cell addresses.

It is worthwhile to take a moment to ponder andipleer one of these formulas. In general, the foamare less
formidable than they appear, and far easier to nstaied and grasp than formulas based on cell asEge$o take the
formula for calculating Accounts Receivable asllustration, you can see that Accounts Receivabkxpressed as a
function of Initial Accounts Receivable, Accountsdeivable Days, and Revente:

ifm(Time<0.01, Accts_Receivable_lInitial, Accts_RBays*periods_per("day")*Revenue)

If you mouse on the Display Name “Initial Accoufsceivable”, the Excel Comment gives the followdginition:
“Initial value of accounts receivable at the begngnof Model time.” Note that the “Formula/Data”laon is blank
for this variable, as well as for the variable “#c&eceivable Days”, indicating that you have tteethe values
directly into the “Inputs Worksheet” for both ofetbe variables as shown in Figure 9.

Figure 11: Inputting Accounts Receivable Data into the “Inputs Worksheet”

193 ‘L Jan 2010 Feb 2010 Mar 2040 Apr 2010 May 2010

174 Accts Receivable Days 60.07 60.07 60.07 60.0"7 60.0"7
175 Initial Accts Receivable 1 $0.00 |

125

Note: The areas of the Worksheet in which you can etata are shadédue. See Section 3,

2 The function “ifm” in ModelSheet is a version‘iff that assumes its conditional never changeEsweel, so Excel shows only

the result. For example, ifm(A, B, C) shows up kté as either B or C depending on whether A is for false.
Copyright © 2010 ModelSheet Software, LLC. All righreserved.
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How to Enter and Edit Data irthe Professional Services Financial Plan Tempfatdanstructions on how to
input data into the Model.)

We can now decode the Accounts Receivable fornmitaknglish:
If, in the Model, elapsed time [in quarters in tMsdel] is less than 0.01, then
Accounts Receivable = Initial Accounts Receivalflén(this case but usually not); otherwise
Accounts Receivable = Accounts Receivable Daysri@fis case]*(1/days per quarter = 90)*Revenue, or
Accounts receivable = (60 days/90 days)*Revenue.

Expressing variable calculations in terms of othaiables, and making the meaning of these varsaidmsparent
through the use of Excel Comments, help to makevtbrkings of the Model more accessible and undedsthle,
notwithstanding its size and complexity.

2.2.3 How to Use the Labels Worksheet to Understand Wérsgand Dimensions in the Model

The “Labels Worksheet” tab is located towards tkteesne right of the workbook tabs next to the “Falas” tab—
see Figure 7. The “Labels Worksheet” is divided itvto parts: top and bottom. The top portion digpldne Model's
variablesarranged alphabetically by the variables' Formudais; the bottom portion displays the Model's
dimensionsarranged alphabetically by the dimensions' Formiames.

In the top portion of the worksheet, the first cotulists the variables alphabetically by Formularidathe second
column shows the corresponding variable Display &laand the third column shows the variables' didims (the
same definitions as in the Excel Comments). THisl&r presentation of variables and their defimisigrovides the
quickest way to get an overview of the Model's eaid. Figure 10 shows part of the top portion ef'tltabels
Worksheet”.

Figure 12: Top (Variables) Portion of the “Labels W orksheet”

3 Model Start 1172010}
i
b Variable Display Label Comment
Accts_Pay_Days Accts Payable Days The amount of accounts payables at the end of a time period measured as a number of
b days of revenue
Accts_Pay_Targ_Days Accts Pay Targ Days The amount of accounts payables at the end of a time period expressed as a target
¥ number of days of revenue. Used to compute payables.
Accts_Payable Accts Payable The amount of accounts payable balance at the end of a time period. Purchases of
B supplies inventery are assumed purchased on a cash basis.
H Accts_Payable_|Initial Initial Accts Payable “Value of accounts payable at the start of model time, segmented by payables type
Accts_Rec_Days Accts Receivable Days The estimated amount of accounts receivable at the end of a time period, expressed as
] a number of days of revenue. Used to compute accounts receivable.
1 Accts_Receivable Accounts Receivable The estimated amount of accounts receivable at the end of a time period
7 Accts_Receivable_Initial :Initial Accts Receivable Initial walue of accounts receivable at the beginning of model time

The bottom Portion of the “Labels Worksheet” shdledimensionaised in the Professional Services Model. Figure
11 shows a small part of the “Dimensions” portidnhe “Labels Worksheet”. Dimensions are a wayeagfraenting

and organizing variables. For example, variableodots Payable can be broken out into various tgpég&count
Payable: Payables to Vendors, Payables (Payrdi)rtployees, Payables (Taxes) to the governmens. Thi
segmentation is illustrated in Figure 10, whichptigs a small part of the Dimensions section of‘tlabels
Worksheet”. It shows how the variable “Accounts &ag” (“Accts_Payable”) is aggregated in the Moalehg the
dimension “Accounts Payable Type”, and lists theess Vendor, Payroll, and Tax payables. Similaat/shown in
Figure 11, major long term depreciable assetsémibdel are broken out individually using the disien “Asset

Tags” because they may have different depreciatitiedules. These assets, and their corresponeprgaation
amounts, are then aggregated (“Total As”) to ythkltotal depreciation and net asset figures.
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Figure 13: Bottom (Dimensions) Portion of the “Labe Is Worksheet”

2 Dimension (item) Display ltem As Total As iLevel As Comment

3|Accts_Pay_Type Accts Payable Type :Total Accts Payable Type @A list of the types of accounts pavable

4 Vendor_Pay Vendor Payablos Accts Pay Type 1

5 Payroll_Pay Payroll Payables

B| Tax_Pay Taxes Payable

T

G Asset_Tags Asset Tags Total Tag A list of the assets that are tagged for separate depreciation in the plan.
9 Asset 1 Asset 1 Tag 1

0 Asszet 2 Asset 2

1 Asset 3 Asset 3

The dimensions shown in Figure 11 illustrate howaldes can be segmented and aggregated to vadewels for
analysis and control. If looking at the “Variablgsirtion of the “Labels Worksheet” is the best wiaget an
overview of the Model’s variables and what they measamining the “Dimensions” portion of the “Label
Worksheet” is the best way to get an overview of iwose variables are conceptually organized.

3 How to Enter and Edit Data in the Professional Se  rvices Financial Plan Template

The Professional Services Template allows you tergrour own data into the Model in order to furtkelor the
Model to your requirements or simply to adapt ith@anging circumstances. In order to minimize ceiwio (SO you
don't have to spend hours searching the entirelvoatikto find a particular cell), the template altoyou to enter data
in two worksheets only: "Inputs” and "Labels". lhaases, the cells that allow data entry are sthatles, as shown in
the Payables portion of the "Inputs Worksheet” shawFigure 12.

Note: The “Inputs Worksheet” tab is towards the extrdeafeof the worksheet tabs at the bottom of the
workbook—see Figure 1.

Figure 14;: Payables Portion of the "Inputs Workshe  et”

T

59 Liability Input Data The amount of accounts payables at the end of a

R0 time period expressed as a target number of days

51 Short Term Liabilities of revenue. Used to compute payables.

2 [variable Acct=_Pay Targ_Days)

63 Jan 2010 Feb 2010 Mar 2010 Apr 2010

54 Accts Pay Targ Days Y Vendor Payables 3007 3007 3007 3007
g5 Payroll Payables 150" 150" 150" 150"
5h Taxes Payable 150" 150" 150" 150"
A7 Initial Accts Payable Y Vendor Payables £0.00

Ra Payroll Payables [ £0.00

[ Taxes Payable i £0.00

7n

You can enter (or override) data in the cells simgwthe monthly Accounts Payable Target Days. Famgte, you
could change the 30 days shown in the Mar 2010@eWendor Payables to 40 days. Note that it essbgmentation
of the variable Accounts Payable along the dimeneid’Accounts Payable Type” that enables you tdfse Target
Daysfor each type of payahleather than Accounts Payable in the aggregateleMiheet’s use of Dimensions gives
you fined-grained control over the Model and englyleu to more readily adapt it to your purposes.

3.1 How to Enter Data in the “Inputs Worksheet”: Data Entry Tips

Figure 13 shows the collapsed view of the “Inputsrigheet”, which lists the categories of Input Datlaese Input
categories correspond to the various categoriespafrts generated by the Professional Services Ro8eb-Model
worksheets which are accessed through the worktadiskat the bottom of each worksheet. (See Settigrihe
Professional Services Model Is Made Up of Sub-Masjéor information on these Sub-Models.)
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[1]2]z]4 A B C F
1 ABC Corp.
2 11112010 to 6/30/2011
3 Input Data
4
5 | Shaded cells are input cells. ou can enter data in them.
f |Excel formulas in shaded cells are starting suggestions. You can overwrite them.
7 Company Name N ABC Corp.
8
g
10  Sales Input Data
166
167 Employment Input Data
258
259 Recruiting Expense
286
28T Other Operating Expense Input Data
389
390 Financial and Tax Input Data
411
412 Asset Input Data
458
459  Liability Input Data
485
486 Equity Input Data
495
496 Valuation Input Data
0T

Clicking on the "+" sign in the left margin nextdaagiven Input Data category opens up that categdiowing data to
be entered for the values of specific variablesc&an Input Data category may contain over 10 rafndata, you
need to exercise care in opening these categasdsjs easy to be overwhelmed by informatiorgdéneral you

should only open one category at a time.

When you open a category, you will see a list ditatiegories that can also be opened as shownitineFigh for the

“Sales Input Data” Category.
Figure 16: “Inputs Worksheet”: Sales Input Data Sub  categories

UL LraLa

Shaded cells are input cells. You can enter data in them.

Company Name N

ABC Corp.

I

4

5

f |Excel formulas in shaded cells are =tarting suggestions. You can overwrite them.
T

a8

9

=] 10 Sales Input Data
: 11
12 |sales Funnel Input Data
87 Engagement Prototypes
95 Engagements
145 Billing Rate Input Data
158 Non-Labor Cost of Services
Lo 165
166
167 Employment Input Data

P =t
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Clicking on the “+" sign next to a particular submgory opens up that subcategory, as shown in Eigbirfor the
“Billing Rate Input Data” subcategory.

Figure 17: Billing Rate Input Data Subcategory

g
= 10 |Sales Input Data
. 11 Nominal (listed) hourly professional billing
17 | Sales Funnel Input Data rates, by time per.lod. Tou shquld enter billing
Engagement Prototypes rate data for the first time period, and for any
67 gag P time period and product for which the professional
96 El.'lg.agements billing rate changes.
= 145 | Billing Rate Input Data (variable Fees_per_Hr_Nominal)
" 146
147 | Jan 2010 Feb 2010 Mar 2010 Apr 2010
148 Billing Rates (Nominal ) T Practice 1 Professions! || g500 T g500 T g500 T g500 T
149 "Brofessionsl | g300 " g300 " g300 " gz00 ¥
180 Practice 2 Professions! || g400 ¥ g400 ¥ g400 ¥ g400
157 Professional | g2o0 © g2o0 © g2o0 © g2o0 7
152
153 Billing Rate Discount % Professional Il | 500" 50% " 50% " 50% "
154 "erofessionsl | ¥ 50% " 50% " 50% " 50% "
155 Professional I 7 50% " 50% " 50% " 50% "
156 Professional | 50% " 50% " 50% " 50% "
157
E 158 | Mon-Labor Cost of Services The percentage by which average professional
. 165 billing rates are reduced from list billing rates,
- 166 segmented by job type, by time period
167 Empl 1 ¢ Dat (variable Fee_Discount_pct)
+ mployment Input Data
258

Figure 15 shows the Input Data for Billing Rate®iiNnal) and Discounts broken out along the dimersiaf
practice area, professional staff type, and tinfesg dimensions enable you to vary the billing batpractice area.
These data items are used to compute actual brtiteg, which are then used to compute revenue.

Note: Most of the Input Categories break out Input Catang various dimensions. See Section 228y to
Use the Labels Worksheet to Understand Variablesl &imensions in the Modgffor an explanation of the
concept of dimensions. See the bottom portion ef tabels Worksheet” for a listing of the dimensarsed
in the model.

In general, you don't have to enter data in imglis thatalreadycontain Excel formulas, because the template
computes default (calculated) values for theses c¥lbu just enter your own values in cells when y@ntto change
things going forwardand the model will automatically propagate thenges. You don't have to change every cell.

Note that the Excel Comments often give specifinigos for entering data for a given variable. Example, in the
case of nominal billing rates, the Excel Commergigasts the direct entry of a number in the firsiqoeof the model.
Since subsequent values of the nominal billing aatea function of the values in previous cellskimgone entry is
all you have to dgprovided you assume a constant billing rate

If you want to vary the billing rate, you simplypat a new value in the time period when you waatrtte to change.
The new billing growth rate will propagate forwaadd the revenue associated with that rate will ghatcordingly.

3.2 How to Edit Display Names, Comments, and the Modé&tart Date in the “Labels Worksheet”

You can change or edit the contents of any of liaeled cells in the "Labels Worksheet” to facilitdte overall
readability of the Model’s worksheets and enhaheeunderstandability and accessibility of the Maaied its
reports.

You can change the display name of any variabteedsion or dimension item: These changes will pyapa
throughout the workbook automatically.
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You can change the model start date located abghef the worksheet. The new start date propagates
throughout the model, including formulas and dateels. This feature greatly extends the usefublifgour
template.

Note: We recommend that you change the model starttjyadewhole number of the largest time periods in
your model. For example, if the basic time grailyadir model is quarters, then change the moddi déae by
a whole number of quarters. If your model containsual sums, then change the model start datenlpke
number of years, so the annual sums continue ibumcorrectly.

You can change the text of a comment associatddamy variable or dimension. These new changes will
NOT propagate through the workbook, so the "flagitiBxcel Comments in the worksheets will remain the
same as before, because Excel provides no meangecttee comments automatically. HOWEVER, you can
submit the edited “Labels Worksheet” to ModelSreeed receive a new template in which the altered
comments ARE reflected in the Excel Comments. (@hanges in the display names will be reflectedhen t
new template as well.)

Some examples:

Changing a variable display nam€onsider the variable display nantlfing Rates (Nominal)’, which
refers to nominal (list price) billing rates fortiprofessional staff. You might want to changedisplay
name to Nominal Billing Rates” to make the wording straightforward, as shownigufe 16.

Figure 18: “Labels Worksheet”: Variable Display Lab el Change

Result:The display hame changes throughout the workbaolg shown in Figure 17 for a portion of the
“Billing Rates” Subcategory in the “Inputs Worksliee

Figure 19: Billing Rate Inputs Data: Variable Displ  ay Label Change

Note: See Figure 15 for the original display nantiling Rates (Nominal).

Changing a dimension display nangippose you decide that the job level dimensioisplay name “Pres
VP” is ambiguous and change it to “President or ¥B’shown in Figure 18.
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Figure 20: “Labels Worksheet”: Dimension Display La bel Change

Result:The dimension display name changes throughout trkbeok, as is shown in Figure 19 for a portion
of the “Employment Input Data Worksheet”.

Figure 19: Employment Inputs Data Worksheet

Changing a variable display name to more closelycimghe variable formula nam@ften, you might want
to change the display name of a variable to margety resemble its formula name. For example, ymhim
change the display name “Balloon Payment” to “B&adloon Payment” in order to more closely match the
formula name “Bond_Balloon_Pay”. The rationaletfoe change is simple: provided the sacrifice in
readability and intuitiveness is small, the gre#itercongruence between the display and the formaizes,
the easier it is to understand the model. It iseeds locate formulas on the Formula Worksheetfan@asier
to understand how the variables relate to andantewith each other.

Being able to change the display names in one pladenave the changes propagate throughout thelMoaeery
useful and desirable capability because it fat#dgaand enhances the understandability and ugadiilihe model.

3.3 Note on Times to Open Excel Workbooks

The first time you open a large Excel workbook gated by ModelSheet, it may take a few minutegolf save the
workbook in the native file format for your versiohExcel (xIs for Excel 2003, xlIsx for Excel 208id 2010), then
the second time you open it, it usually opens nfaster.

3.4 Note on Excel Error Codes in Templates without Data

New Excel templates with blank or zero input valaéen display Excel error codes in some cells #dnatdue to the
blank or zero values in input cells. Entering resgie nonzero data into the template input cellsusually make
these error codes disappear. If you have entesstbnable data into your template, and the Excet eades persist,
then there could be a problem with your input datajou may have encountered a bug in the temgfatss occurs,
please check your data for obvious problem; ifgheblem persists, please contact us at
customerservice@modelsheetsoft.com

4 License Terms

You may use this Model(s) or Template(s) and amivdtve works in the work of your firm, employen@one client
or associate. You may not use, sell or transfeMabdel(s) or Template(s) for the operation or asalpf an
organization that is not your firm, your clientyaur employer or your associates. For a full dgsiom of License
terms, see the license agreement on our website at:
http://templates.modelsheetsoft.com/ModelSheetTatapltemplate-end-user-license-agreement.pdf.aspx

Please address queriesdastomerservice@modelsheetsoft.com
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