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VOLUNTEERS OF AMERICA
DAY CARE IN PUBLIC HOUSING
MEMORANDUM
To: Dan Schaefer
From: (insert name)
Date: March 2021
Subject:  CVP Analysis
The reason for this memorandum is to detail the findings which relate to the financial viability of Alta Vista day care project basing on the analyzed financial information received from your firm. The objective of conducting this analysis is to apply a CVP (cost-volume-profit) which is vital in determining the overall effect on the changes of the number of student in the day care and the overall profitability of the proposed facility. This assessment is backed by a detailed analysis of the data given of your firm regarding Alta Vista day care project. the main sections of concern which have an impact on the firm’s ability to attain self-sufficiency in introducing and running this project is given. Moreover, this memorandum gives recommendations on the costs required to set up and run the project and how the firm could attain a break-even point.
Benefits of the project
The Alta Vista day care center proposes numerous benefits which are important to the local community since it will help in the addition of new perspectives on the elevation of human life. The project will help in addressing recurrent problems which are associated with low-income community of Alta Vista Gardens. Thus, this calls for proper planning and adoption of efficient strategies for the project to become self-sufficient and attain financial stability so as to continue with operations in the long term.
Project Uncertainties and Challenges
The certainty of the project is in question given the number of student joining the day care and the overall cost incurred in the facility even though there is no registration. This uncertainty can be tackled by conducting a thorough financial analysis with the main focus being on income forecast, operation variable cost and the fixed cost of operation depending on the level of activity experienced in the facility which is determined by the number of students joining the Alta Vista day care center.
Cost-Volume-Profit Assessment and Analysis
It is important to know that the operational fixed cost are constant despite the variation on the student population. Thus, the organization has no control or ability to increase these costs through increment of the activity levels. in the contrary, the project’s variable costs changes depending on the number of students in the facility. The firm has control on these costs, and thus can manage them in order to minimize the total expenditure. However, there is need to consider the basis of the financial data received from the organization. The existing relation and proportion of variable cost and fixed have impact on the ability of the organization manage its expenditure properly. 
The operational profitability of the firm is determined after deducting  all the costs incurred from the income realized. The firm is seeking avenues to generate enough income to help in covering the costs and ensure the initiative remains profitable. Thus, it is essential to conduct a CVP analysis of volume, costs and profit of the initiative. The break even point of the initiative is determined using the following formula:
Break-even point = projects fixed costs / weighted contribution margin
The calculation of contribution margins is by subtracting variable costs from the income. And the weighted contribution margin is determined by dividing the obtained contribution  by the existing number of students. the project’s break-even point is determined by identifying the number of students that needs to be enrolled in the facility so as to cover the fixed cost. Calculation of break-even point was among the CVP analysis which was carried to determine the relationship of project costs, volume and profits.
The analysis uses CVP approach for identification and evaluation of the financial sensitiveness and the overall performance in respect to the student population expected each month. The tool gives room for conducting situational analysis basing on the determinants values which were considered in the analysis. For this analysis, the determinant values were the number of students which are to be registered by VOA.
The attached financial data shows the four situations which vary with the population of the student in the facility. The considered number of student in this assessment is 20, 25, 30, and 37 in different activity levels. the data shows a low safety margin. The reason for this is that the firm the facility may not have a relatively large number of students registering in the center, and a considerate reduction in the number of students could lead to significant effect for the facility to attain its break-even point.
The assessment of the project’s costs show that most of the costs incurred are fixed and they do not change with the change in the number of students. the variable costs in the center include house keeper costs, educational supplies, administrative overheads and recreational supplies to the center which vary with the number of students in the center.
The review of the financial information highlights the few variable costs which are inconsequential during the preparation of financial projections. These costs include the sales and marketing costs. the facility will incur marketing expenditure to promote the cater to the parents and other members of the community regarding the services offered.
The main point of concern is that the center will incur operating loss with the number of students ranging from 20 to 30.  This range will only realize $111 operating cost when the center would have a population of 35 students. the results indicate that the facility can break even with 22 students admitted.
The break-even level rises with an increase in the number of students. with a  population 25 students, the center will break even with 29 students. at the 30-student level,  the reach even point is 33 students and the highest-level activities was at 36 students. this insinuate that the firm needs to control the variable costs. the analysis indicates that the center will continue incurring costs unless the highest number of activity is reached. 
Another point of concern is the high fixed costs of operations and it is difficult to manage this costs when the center has a low number of students registered. There are limited opportunities to achieve break even in the project. analysis of the fixed costs show that there is a large proportion of fixed cost activities which include salaries of the administrators of the facility and the employees running the center. These costs cannot be foregone since the project needs to have employees and administrators who will ensure operations are ongoing in the center.
The project can get funding from local firms, grants, community organizations another support groups. These entities can also be asked to continuously support the operation of the center this also will assert the role of VOA in relation to this cooperation. The organization has to manage all the uncertainties in the project and help in accessing external funding when required.
From the analysis, the students expected in the facility are 2- to 3-year-old and 4- to 5-year-old.  The 4- to 5-year-old are expected to form the lowest number of the registered students. furthermore, their number is constant across all activity levels. from the financial data provided show that the firm can obtain more income by target students from this age bracket. . specific measures must be taken to communicate with respective parents and convince them to enroll their children to the center. This will help in increasing the income of the organization.
Recommendations
it is possible to predict that Alta Vista day care center could become an integral part of community service. The project could become a success due to the highest demand on the human services in the community. The board needs to develop efficient strategies that will help in creating close relationships with the local community so as to ensure that the number of students enrolled to the center is maximized. Also, the center should come up with sound strategies that will help them to provide quality services so as to endear their reputation to the community.  The parents can be attracted by directly addressing their concern. Thus, there is need for the center to develop integral and informative channels to reach pout to the parents.  There is also need for the organization to establish a line of funds or credit that will meet future fund requirements.

