Cost Benefit Analysis



Summary of Development Costs for
RMO (Figure 3-17)

Summary of development costs for RMO customer support system project

Salaries/wages $4946,000.00
Equipment/installation $385,000.00
Training $78,000.00
Facilities $57,000.00
Utilities $152,000.00
Support staff $38.000.00
Travel/miscellaneous $112.000.00
Licenses $18,000.00
Total $1,336,000.00



Summary of Annual Operating Costs
for RMO (rigure 3-18)

Summary of estimated annual operating costs for RMO customer support system

Connectivity $60,000.00
Equipment maintenance $40,000.00
Programming $65,000.00
Help desk $28,000.00
Amortization $48,000.00
Total recurring costs $241,000.00



Sample Benefits for RMO (rigure 3-19)

Sample benefits for RMO

Benefit/cost saving _ Comments

Increased efficiency in mail-order department $125,000.00 5 people @ $25,000
Increased efficiency in phone-order department $25,000.00 1 person (@ $25,000
Increased efficiency in warehouse/shipping $R87.000.00

Increased earnings due to Web presence $500,000.00 Increasing at 50%/year
Other savings [inventory, supplies, and so on) $152,000.00

Total annual benefits 4889 000.00



RMO Cost Benefit Analysis (rigure 3-20)

Year 0 - Year 2 - Year 4 Total

WValue of benefits % - $ 889,000 $ 1,139,000 514,000 % 2,077,000 $ 2,927,000

Discount 1 0.9091 0.8264 0.7513 0.6830 0.6209

factor (10%]

Present value g - % 808,190 % 241,270 % 1,137 448 % 1,418,591 $1,817374 4,122,893
of benefits

Development $(1,336,000] %(1,334,000
costs

Ongoing costs % [241,000) $ (241,000) $ (241,000) % (241,000] % (241,000]

Discount 1 0.9091 0.8264 0.7513 0.6830 0.6209

factor (10%]

Present value $- 4 [219,093) $(199,162) $(181,063) % (164,603) % (149,637) $(913,559]
of ongoing costs

PV of net of %(1,335,000] $ 589,097 $ 742,107 % 954,405 % 1,253,988 S 1,647 737

benefits and costs

Cumulative NPV %(1.335,000] $1746,903) § (4,769 $951,609 $2,200,097 % 3,873,334

Payback period 2 years + 4796 / 4796 + 951,609) = 2 + .005 or 2 years and 2 days

b-year return (6,122,893 - (1,334,000 + 913,559]) / (1,336,000 + 913,55%) = 172.18%

on investment
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