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Answers	  to	  select	  student	  questions	  

Set forth below are answers to certain selected questions teams raised:  
 

Q: Where do the financial projections found throughout the case and specifically in 
Exhibit 2 come from?  

 
A: The financial projections are management’s projections.  They have been approved 

by the CEO, but not yet presented to the board.  This includes all projections, 
including revenue, expense, and capital expenditure, among other things.  Rumor has 
it that there was a lot of internal dissent inside the company over these projections 
and an associate of yours overheard Kevin Kautios mumbling under his breath about 
the projections in the elevator on his way out the door last week.   

 
 

Q: In Exhibit 12, the book value of assets matches the balance sheet numbers for year-
end 2013, even though Exhibit 12 indicates year end 2014.   

 
A: The company received fixed asset appraisals for year-end 2014, which have been 

included.  Accounting apparently did not bring the book value of assets forward from 
2013 to 2014.  This was an oversight and Exhibit 12 should be adjusted accordingly.   

 
 

Q: Why doesn’t the 13 week cash flow update automatically?  What are its origins? 
 
A: Kevin Kautios put the 13 week cash flow together before he resigned.  It was done in 

a separate file on his own system.  It is not tied in to the company’s primary financial 
reporting systems.  He was building it to try to better establish the company’s 
liquidity position.  Kevin’s now gone and Tonya has asked you to update the 13 
week cash flow as part of D&M’s engagement. 

 
 

Q: Please elaborate on the scenarios tab (Item B) in the model.  Can we get the password 
for the protected cells? 

 
A: Scenarios 1 and 2 in the model are designed to reflect Initiatives 1 and 2 in the case 

narrative.  Scenario 3 in the model is an open scenario that you may use to model 
different outcomes, if you so choose.  These scenario tabs are provided as a 
standardized means of evaluating operational alternatives.  If you want to deviate 
from the standardized approach, you will need to build your own model.  If you 
choose to do that, you will need to provide sufficient documentation to support your 
written materials submission.  Remember, as well, that the company has just 
substantially expanded the scope of your engagement.  While assessing the 
operational initiatives continues to be part of your engagement, be mindful of the 
overall scope of your engagement and budget your time accordingly. 

	  


