MSA612 Final Case Analysis
Each student will individually read, analyze based on course materials, and submit discussion of opportunities and problems raised by the questions identified in each phase of this case.  
[bookmark: _GoBack]Part 1:
The Knotfer Prophet Agency (KPA) reports the following five years of data. 

Evaluate KPA’s financial condition based on this data.

	
	YEAR

	FACTOR
	1
	2
	3
	4
	5

	Revenues per client
	$321
	$318
	$329
	$329
	$328

	Fees for activities as a percent of program cost
	
.938
	
1.00
	
1.01
	
.950
	
.980

	Expenditures per client
	$321
	$321
	$333
	$334
	$334

	Clients as a percent of population
	.0139
	.0139
	.0142
	.0155
	.0156



iGovernment Accountability Office. “Government Auditing Standards (Yellow Book).” Online at http://www.gao.gov/govaud/ybk01.htm
(accessed September 16, 2008).

Part 2:
The Knotfer Profit Agency (KPA) is attempting to create a cash budget for the first six months of the coming fiscal year and is facing volatile revenue and expenditure profiles. Both revenues and spending commitments are front loaded. The last six months of the year are quite predictable.

	Fiscal Item
	January
	February
	March
	April
	May
	June

	Budgeted revenues (all sources)
	
$68,020
	
$60,000
	
$69,000
	
$62,000
	
$68,000
	
$59,000

	Budgeted disbursements
	$60,000
	$71,000
	$59,000
	$68,200
	$67,000
	$60,000

	Receipts, less disbursements
	
$8,020
	
($11,000)
	
$8,020
	
($6,800)
	
($1,000)
	
($1,000)

	Cash at beginning of month
	
$1,000
	
$9,020
	
($1,980)
	
$6,040
	
($760)
	
($1,760)

	Cumulative cash position (end of month)
	
$9,020
	
($1,980)
	
$6,040
	
($760)
	
($1,760)
	
($2,760)




Knowing that there was not enough cash in operations and that the reserves would have to be drawn, the KPA finance director decides to apply an inventory model cash budget. She divides the year into 12 monthly periods. The reserves, currently totaling $90,000, had to be used to make budget in the first six months of each year. In the past, the reserves were sitting in a checking account earning no interest. In response to this, the finance director had invested the reserves in short-term investments that, on average, earned at least five percent interest. Converting these investments back into cash to cover the budget, however, came with a cost. The transaction cost, a combination of charges and interest, amounted to five percent of the amount cashed. Aware of this, the finance
director wants to make sure the costs of transactions did not exceed the interest earned on the reserves. Referring to the section on the inventory cashing management model in Chapter 9, and make the following calculations:

The KPA ran deficits in four of the six months under study. Overall, however, the monthly average of revenues slightly exceeded that of disbursements ($64,333 to
$64,200) meaning that actual losses were minimal. 

Calculate the measure of effectiveness; that is, the amount that transaction costs should not exceed in a period, and interpret this strategy and its results.

Part 3:
The Knotfer Prophet Agency is comparing alternative projects and asks its finance officer to help. The finance officer decides to take a quantitative approach by calculating the payback period and NPV. Pretend you’re in the finance officer’s shoes: calculate the payback period and NPV of both alternatives and make a recommendation. Then explain the reasoning behind your selection.

First, calculate the payback periods for each project, and suggest which project has the more favorable payback period. Then calculate the NPV of both projects, and suggest which project has the more favorable NPV. Based on these results, which project should the NPO choose to invest in?
Here are the facts:

	Building Project Proposal A 
Principal Investment: $38,000
	Building Project Proposal  B
Principal Investment: $37,000

	Estimated Benefit Stream: 
	Estimated Benefit Stream:

	Year 1: $17,000
	Year 1: $7,200

	Year 2: $12,000
	Year 2: $11,800

	Year 3: $7.500
	Year 3: $13,500

	Year 4: $3,900
	Year 4: $14,500

	Total: $40,400
	Total: $47,000

	Discount Rate: 9%
	Discount Rate: 9%



Part 4:
For this exercise, use Table 12.1 on the next page, a simple salary structure, and consider the following case study. The Knotfer Prophet Agency is having recruitment and retention problems, which has led the executive director to request a local salary study by the board of directors. She has seemingly un-fillable vacancies at the program manager level and high turnover at the development assistant level. The board, which promises to increase salaries for positions under the market average, limits the study in the following way: do it in confidence and on the cheap. Using the study guide she developed three years before, the executive director finds the following:

•	A wide range in salaries below and above the average salaries of program managers, program aides and receptionists, and executive directors at her NPO

•	A relatively tight range of salaries around the rest of the employees

•	Average program manager salaries that are equal to her project managers and development director

•	Average development assistant salaries that are $2,000 below the average salaries of her development assistants, but $1,000 above her program assistants

•	Average executive director salaries that are $4,000 more than her own salary


What would you advise her as to what the data mean and what she should recommend to her board? What additional information should she have in order to make reasonable recommendations to the board?




Table 12.1: Salary Structure

	
	

Position
	
Pay
Grade
	
Annual
Salary
	
Step
	

	
	
	
	
	
1
	
2
	
3
	
4
	
5
	
6
	
7
	
…
	

	
	
Executive
Director
	

05
	
$70–
85k
	

$70k
	

$70,700
	

$71,407
	

$72,121
	

$72,842
	

$73,570
	

$74,305
	

(Up to $85k)
	

	
	
Program
Manager
	
04
	
$47–
61k
	
$47k
	
$47,475
	
$47,954
	
$48,438
	
$48,927
	
$49,421
	
$49,920
	
(Up to $61k)
	

	
	
Development
Director
	

04
	
$47–
61k
	

$47k
	

$47,475
	

$47,954
	

$48,438
	

$48,927
	

$49,421
	

$49,920
	

(Up to $61k)
	

	
	
Program
Assistant
	
03
	
$35–
54k
	
$35k
	
$35,350
	
$35,703
	
$36,060
	
$36,421
	
$36,786
	
$36,367
	
(Up to $54k)
	

	
	
Development
Assistant
	
03
	
$35–
54k
	
$35k
	
$35,350
	
$35,703
	
$6,060
	
$36,421
	
$36,786
	
$36,367
	
(Up to $54k)
	

	
	
Administrative
Assistant
	

02
	
$30–
48k
	

$30k
	

$30,300
	

$30,603
	

$30,909
	

$31,218
	

$31,530
	

$31,845
	

(Up to $48k)
	

	
	

Program Aide/ Receptionist
	

01
	

$27–
41k
	

$27k
	

$27,270
	

$27,543
	

$7,846
	

$28,125
	

$28,307
	

$28,592
	

(Up to $41k)
	




