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Purpose

The purpose of this learning tool is to help you as you use Scenario Manager for the Deerpark case.  Sometimes the FAME book is a bit dry, and so I will try to explain it a little better.  Sometimes when you have set up a spreadsheet, you have included different variables that can change, depending on your situation.  For example, sales could be 80% of your forecast, or 90%, or 120%.  You also have other variables that could also change.  

In Finance, in addition to our initial model, we would be interested in setting up different scenarios or “What If” analysis that represent possible multiple outcomes for a specific problem.  Perhaps you could add a “Base” case, a “Best” case and a “Worst” case scenarios.  The Deerpark case asks for that analysis.  Where sensitivity analysis is the changing of a single input for determining outcomes, scenario analysis allows you to change multiple inputs for the decision making process.  In Finance, we try to change all kinds of inputs so we can make the best decision possible (or at least come to what we consider the best decision).
Application

Develop your model.  First, develop your model for Deerpark where your revenues, collections, and purveyor expenses are variables.  We will discuss that in class.  However, you need to specify your model in such a way as to have your sales all point to a percentage number that can be changed, and your proportion collected and purveyor expenses also set up accordingly (see Chart 1).
Chart 1

	Scenario Set Up
	Name
	Base
	Best
	Worst

	 
	
	 
	 
	 

	Sales: Proportion of Base Case
	Sales
	100%
	110%
	90%

	Proportion Collected:
	
	
	
	 

	   Month 0 (t)
	Month_0
	60%
	60%
	50%

	   Month 1 (t + 1)
	Month_1
	30%
	40%
	40%

	   Month 2 (t + 2)
	Month_2
	10%
	0%
	10%

	Purveyor Expenses
	PurveyorExp
	0.26
	0.24
	0.28


Before I start, I name each of the cells where the data is located in my spreadsheet.  Highlight the cell, and in the Name the Range box on the upper left, type in the Name and “Enter.”  The above names are suggestions.  There can be no spaces in the names.  Do this for each cell and name.
Set up your “scenarios.”  To set up your scenarios and your base case, click on Data, What-if Analysis and Scenario Manager.  Click on Add, and type in “Base Case.”  This is our likely or base case scenario.  Tab down to the Changing cells box, click on the spreadsheet icon to the right, and highlight each of the cells you will be changing, with a comma after each cell.  When you are done click “OK.”  This will bring you to the Scenario Values box.  Next, will input the above values for each of the 5 cells.  Tab down to put the data in the cells and click “OK”  when all the data is added.  You have added your first scenario.

For your next scenario, click on Add, and call this the “Best” case.  This time the value cells should already be highlighted, so click “OK.”  This will bring you to the Scenario Values.  Change those as needed consistent with the above values, and click on “OK.”
You could have multiple scenarios, but we only have 3 here.  For your final scenario, click on Add, and call this the “Worst” case.  This time the value cells should already be highlighted, so click “OK.”  This will bring you to the Scenario Values.  Change those as needed consistent with the above values, and click on “OK.” 

You have now added the scenarios for the 5 variables you choose.  Notice that you can add additional variables if needed and you can add additional scenarios as well.  I generally go back to my Scenario Manager, highlight a single scenario, and click “Edit” to make sure my numbers are correct.

Once you are comfortable with your model and the scenarios, click on the Best Case and Show, and you will see the answer for that scenario.  Click on the Worst Case and Show, and it will also show that scenario.  Reset the data by going back to the Scenario Manager, click on Base Case and Show.  This must always be the last “Show” as will be your “Current Values” in your Scenario Summary.
Scenario Summary.  Getting the summary data is the neat part of this analysis.  Go back to your Cash Budget.  Find the “Ending Debt Levels” row.  Range name each of those ending debt levels for the specific cells as April, May, June, etc. just as you named the variables above. 

At the Scenario Manager, click on Summary.  It will bring up a Scenario Summary dialogue box.  Click the button in front of Scenario Summary.  It will ask for result cells.  Highlight the result cells you want to see for each scenario.  I highlighted the cells for Ending Debt Levels for April through September and clicked OK.
Excel then creates another Sheet called Scenario Summary.  In includes the result variables from each of your scenarios.  This can be a good tool for you to use if you set up your model wisely.  Below is a Scenario Summary.  I will not say if it is the right answer, but you can at least see how it is set up and the results of that analysis.

[image: image1.png]Scenario Summary

Cells:
Sales 0% 0% 0% 0%
Month_0 60% 60% 60% 50%
Month_1 0% 0% 40% 40%
Month_2 10% 10% 0% 10%
PurveyorExp 26% 26% 24% 28%

Result Cell:
April @940) @940) @) @22
May @212) @212) (148.0) (288.1)
June (128.6) (128.6) ©7) (2253)
July (16.4) (16.4) 48 (150.0)
August 1025 1025 3047 (726)
September 2330 2330 4825 150

Notes: Current Values column represents values of changing cells at
time Scenario Summary Report was created. Changing cells for each

scenario are highlighted in gray.
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