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Financial and Operational

Alignment:
Making OBCs Work for Your Business

How can organizations recognize revenue when
payment is tied to student outcomes?

The key is building operations that align to student success, because when you deliver for schools,
student growth follows.

This article is the third in a three-part series on outcomes based contracting, co-authored by
Maycomb Capital and The Center for Outcomes Based Contracting, with contributions from Air
Tutors, Chapter One, Curriculum Associates, EdSolutions, Gates Foundation, Littera, and OWL
Ventures.

This series is designed for senior leaders at educational provider organizations working in strategy,
impact, partnerships and finance, focusing on aligning revenue models, growth strategies and
organizational priorities with measurable student outcomes.

In K-12 education, impact has long been the mission, but rarely the basis for payment.
Outcomes based contracts (OBCs) change that dynamic by tying revenue directly to
measurable student results. This alignment gives providers a rare opportunity to connect
financial performance with the student achievement that matters most—while also ensuring
the right people across the organization are incentivized to drive those results.

For forward-looking organizations, OBC financial alignment is more than a contractual
requirement. It is a strategy to stand out in a crowded market, strengthen trust with districts
and investors, and build growth on the foundation of student success. The key is to pair the
right revenue recognition, incentive structures, and operational approach with organizational
strengths, supported by the systems and communication that make OBCs sustainable and
scalable.

Adopting OBC does not require overhauling an organization’s business model. With targeted
adjustments, providers can meet growing demand and achieve authentic, measurable impact
while maintaining predictable revenue and increasing investor confidence.
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Revenue Recognition Approaches Under an OBC

Defining revenue recognition policy is key to aligning with OBCs. The two approaches below
show how providers commonly recognize revenue under these contracts.

Approach 1: Revenue Recognition Upon Invoicing

This approach ties revenue recognition directly to confirmed payments or clear performance
milestones related to student outcomes.

What this looks like in practice

e Base payment at contract start, when obligations and value are clearly defined
* Milestone-based payments tied to discrete student outcomes (e.g., literacy gains)
o Invoice upon performance, where deliverables or student outcomes trigger payment

Benefits Considerations

e May delay revenue recognition until
later in contract lifecycle

e Can impact cash flow when
contingent outcome payments all
occur at the end of the contract period

e Clear, straightforward accounting
e Reduces risk of overstatement or clawback
e Often preferred by auditors and boards

How can organizations recognize revenue when payment is
tied to student outcomes?

Approach 2: Revenue Recognition Based on Expected Outcomes

For providers with strong historical performance and data systems showing consistent
student impact, Generally Accepted Accounting Principles (CAAP) permits estimation of
outcome based payments using expected value or most likely amount methods.

What this looks like in practice

e Estimating revenue across performance tiers or student outcome bands

e Leveraging internal data to set probability thresholds for achieving student-focused
contract goals

e Recognizing revenue over time as progress toward student outcomes is demonstrated,
even if district/ contract doesn't warrant invoicing just yet

Benefits Considerations
e Enables earlier revenue recognition e Requires a more robust documentation
e Aligns accounting with expected delivery and internal controls
and student impact e Could potentially increase complexity of

e Supports longer-term financial planning audits and forecasts
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Alignment Incentives Around Student Success

OBCs offer powerful opportunities to align internal teams around what matters most:
delivering real results for students. While traditional sales compensation models typically
reward contract closures through commissions tied to booked revenue, OBCs call for broader
success definitions centered on student results.

Mission-driven education providers are using OBC as a catalyst to align how they motivate
and reward teams to focus on student success. Emerging approaches to align incentives with
student impact are as follows:

e Dual-Phase Commission Structures for Account Executives
Account Executives receive commissions for base payments at contract signing, plus
percentage of projected outcome based payments. These projections are grounded in
historical data and evidence of student impact, providing predictable and defensible
total contract value.

Once student outcomes are achieved, additional commissions may be awarded—
either directly or through team-based pools to reinforce shared accountability with
implementation teams focused on student success.

e Milestone-Based Incentives
Linking compensation to milestones like enrollment, dosage, or early growth keeps
teams focused on student impact beyond deal closure and signals progress toward
long-term outcomes.

e Student Outcomes-Aligned Bonuses
Bonuses paid when specific student impact targets are met (literacy gains, improved
attendance) create clear connections between compensation and meaningful results

for students.

Expanding the Circle of Impact

Providers are increasingly extending outcomes based incentives beyond sales teams. In
human-led models like tutoring, coaching, student support services, or edtech
implementation, frontline staff are often key drivers of student success.

These evolving practices raise an exciting possibility: What if everyone who contributes to
student outcomes—not just those who close deals—shared in the rewards of student success?
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Cash Flow Management Under OBCs

OBCs often shift payment to align with results. This can create a need for thoughtful
planning to manage cash flow effectively, particularly during early growth stages.

For many providers, existing resources and operational planning are sufficient. However, for
those looking to grow or scale while maintaining quality, there are financial tools that can
support smooth delivery and protect day-to-day operations.

Financing Solutions Aligned with OBC

* Recoverable Grants or Working Capital Loans: Provided by aligned funders and repaid
once outcomes are met

» Staggered Contingent Payments: Written into contracts to unlock partial revenue as
early indicators of success

¢ Philanthropic Grants: Non-repayable funding from mission-aligned donors to support
delivery while in progress

These tools aren't required to implement OBC but can help manage timing gaps or
support strategic financing for growth.

Building Your Sustainable Competitive Advantage

Aligning finances and operations to student outcomes goes beyond new contracts. It
strengthens commitment to student success and creates sustainable advantages in an
accountability-driven market. Providers that embed OBC report stronger relationships,
higher contract values, more renewals, and true differentiation. Investing in systems and
team alignment delivers lasting gains in performance, confidence, and market position, all
centered on student success.

Additional Resources
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https://obc.southerneducation.org/resource_types/provider-resources/
https://obc.southerneducation.org/resource_types/provider-resources/
https://connect.obc.southerneducation.org/RevRec-1
https://connect.obc.southerneducation.org/RevRec-2
https://bit.ly/4lTlSup
https://bit.ly/4nJ4aeB
http://bit.ly/44DM2du

