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 From the Chief Executive Officer

RGC as a company

RGC has come a long way in the oscillating tweetometer market since the current management team took over from the previous management team. The previous team brought RGC into the marketplace and directed the company for two years, a period where RGC’s business strategy was dominated by an overemphasis on ‘safe’ decisions. During this period, RGC as a company did little to differentiate itself from its competitors- all of the companies in the OTM industry went about decision-making by the incremental method, gradually increasing production, sales, revenue and income. At this time, all companies funded expansion primarily through available cash, keeping to very low levels of debt with a corresponding slow speed of expansion.

Four years ago the current management team took over, with the intention of turning RGC from just another OTM company into the market leader. All departments quickly turned to the task of expanding sales, with the production department expanding production capacity by 65% in the first quarter, and the rest of the departments making similar drastic changes.

After a year in office, the management of RGC underwent a major operation in strategic planning for the company. From this period onward, RGC’s overall long-term strategic plan can best be summarised by the company mission and the two company goals developed at this time.

Mission

“To dominate the oscillating tweetometer market in sales, revenue and ultimately profits by providing a product comparable to our competitors at a price they cannot profitably meet”

Primary Company Goal

“To be the largest producer and supplier of OTMs by a significant margin, a margin that will increase throughout our term of management. We feel that aiming for a 50% market share by the end of our term of management is not unrealistic.”
Secondary Company Goal

“To make it difficult or impossible for competitors to challenge our role as the leading producer and supplier of OTMs.”
It took three years of hard work for the management of RGC to achieve our primary goal, reaching a 49.8% market share in the last quarter of the management team’s term in office. Our secondary company goal had already been achieved, as was evident when our most direct competitor (Generic May) launched a price attack on RGC; dropping their prices to match ours in the third quarter of year 6. The result was that, while RGC’s profits and market share were slightly below our accountant’s estimates, Generic May recorded its lowest quarterly profit for three years and was forced to raise prices again the following quarter. Clearly, our goal of making it difficult to challenge our role as the leading supplier of OTMs had been reached.

[image: image11.jpg]RGC’s dominance of market share can be seen on the graph of market share per year for the OTM industry. The company’s primary goal, to be the largest producer of OTMs by a significant and increasing margin, is clearly demonstrated.

Within the senior management roles of RGC, the company mission and goals came first in any decisions that were made. The aim of the mission and these goals were to make RGC the largest and most successful company in the OTM industry in the long-term, dominating its competitors in all measures of company success. Unfortunately, whilst the mission did provide focus for the decision-making process and allow RGC to dominate in market share and revenue, RGC could not be considered the most successful company in the industry. TBA co. took a completely different approach, with low sales volume but very high margins, which allowed this company to lead the industry in profits and investor ROI. This was helped by the fact that TBA co. were the only company to sell quality one units, meaning that they effectively had no direct competition. Since the purpose of any publicly listed company is to provide the best possible return to its shareholders, it is only fair to say that TBA co. has been the more successful company over the last four years. 

As for the future, RGC is well positioned to take advantage of its dominant market share. By upgrading to quality one products, the management team taking over from us will be able to take advantage of the lower price elasticity of these items by significantly increasing the price of our units whilst keeping similar sales numbers. With little need (or indeed space) for further factory expansion, the huge amounts of available cash could then be used to reduce long-term debt levels and begin to provide its shareholders with generous dividends.

Looking back on our term of management, it is safe to say that a much more effective job could have been done as far as dominating the profits and shareholder ROI within the OTM industry. Whilst it may appear that taking on large amounts of debt to finance expansion may have been detrimental to the profits of RGC, the reality is that RGC could have been more successful as a company by initially taking on more debt, allowing production and sales to increase at a faster rate than was undertaken. A better approach to gaining the same market share would have been to split our four years of management into two distinct phases:

· A growth phase, where a large amount of debt could be used to finance a much more rapid expansion than the one that was undertaken, raising production and sales to allow over 50% of market share by the end of the second year of out management tenure, and

· A consolidation phase, where a move to quality one units could be made at the beginning of year 4, dramatically increasing profits and available cash, which could be used to repay the debt used to finance the expansion and pay generous dividends to shareholders.

This approach would allow RGC to pursue the same goals and keep to the same mission, but would allow sufficient time to take advantage of the enormous potential of a 50% market share in a competitive consumer industry.

Overall, RGC has performed well, with a capable, enthusiastic management team leading the company to become the largest company with by far the largest market share in the industry. Our mission and company goals were carefully thought out and adhered to, and pursuing these same goals with a slightly more aggressive approach would have led to RGC dominating profits as well as sales in the OTM industry, for the four years of our management tenure and beyond.

Status report:  Chief Executive Officer
Role of the CEO in the company

The role of the CEO in RGC is mainly to ensure that the company is operating in accordance with its mission, and to ensure that every effort is being made to reach the company goals. This involves the regulation of the decision-making process within the management team of RGC. Guidelines on the decision-making process to be followed were developed in the Policy Document, and these policies have been subject to frequent scrutiny and review since they were initiated early in year 4.

What was deemed necessary in terms of policies?

A summary of the five policies relating to decision-making set out in the Policy Document is as follows:

1. The majority of the manager’s decisions should be turned into programmed decisions, where a formula for each decision variable should be developed based on data from other managers and the previous quarter’s results.

2. Non-programmed decisions should be presented to the group by the manager responsible for the decision, and discussed by the whole group in order to reach an agreement on what the decision should be.

3. Communication flow between departments should be reduced to a one-way flow of information to simplify the process.

4. A meeting should be held every quarter to collate results, discuss non-programmed decisions and complete the decision-making process for the week.

5. The CEO should be provided with, and be able to use, all the formulae relating to each manager’s programmed decisions.

What actually happened

During our term of management, some of these policies proved very useful and were strictly adhered to, whereas the other policies were shown to be less important.

Policy one, on programmed decisions, was one of the most successful policies implemented by RGC. The idea of developing a formula for every decision variable was put to very good use by our accountant, who developed a spreadsheet from these formulae that gave a four-quarter forecast of income, sales,  cash position and required production, as well as outputting the decision sheet for the values of the decision variables every quarter. This allowed for much more accurate and efficient experimentation with price changes, production expansion and factors such as exchange rate changes.

Policy two, on non-programmed decisions was followed closely, but the actual number of non-programmed decisions was quite small- production expansion and whether or not to pay dividends were the only non-programmed decisions that needed to be made.

Policy three, on communication flow, was made obsolete by the development of our four-quarter forecasting sheets. The formulae used for decision variables were altered slightly to take the inputs from other managers, and the values of the decision variables were used as inputs to other formulae. The managers still checked the values produced by the formulae to ensure that they were working correctly and change them if necessary, but the actual communication of results was done through the accountant.

Policy four, on the quarterly meeting, was altered slightly to a two-quarterly meeting, due to the lack of non-programmed decisions to be made once production expansion was scaled down. The decision-making process and communication of results was instead done via email, with the meeting time being used for general discussion about the effectiveness of our strategies so far, and possible changes we could make.

Policy five, on the role of the CEO, was implemented and used effectively until the development of the forecasting sheets. After this, the accountant was responsible for the collation of the formulae, with the CEO overseeing any proposed changes in the formulae to ensure that the new formulae still adhered to the company mission. For example, the policy on advertising was changed to give a more rapid increase in advertising when it was apparent that our market share could be dramatically improved at only a small additional advertising cost.

What would I do differently if we ran the simulation again?

If I was to be the CEO of this company again, I think that the only real change I would make in the regulation of the decision-making process would be to ensure that the pro forma forecast sheets were in operation from the beginning of the simulation, since having these sheets not only makes the forecasting more accurate, but allows for much more efficient allocation of resources, and gives a very good indication of the limits of debt that can be used to finance expansion.

What would I do if the game were to continue?

I feel that our programmed decision-making process is very efficient, and would not change anything. With the lack of new non-programmed decisions (our company now pays dividends and our expansion of factories is limited by the 2 line expansion / factory decision rule), I would probably cease calling a two-quarterly meeting, and instead operate solely on communication by email.
Accounting Status Report

Abstract
Accounting plays a vital role in the operation of all good companies. In Really Good Company TM the accountants’ responsibilities have evolved significantly over the past four years. During the course of our management we have endeavored to maximize the communication between all divisions in our company. Part of this process involves the collaboration and distribution of the information at our disposal. As the accountant I have also been in charge of the analysis and distribution of this information as well as ensuring the company’s financial position. Following is a detailed description of the responsibilities I taken on as the accountant of Really Good Company.

Collation and Distribution of Information

Introduction
As the accountant of Really Good Company TM one of my roles has been to collect all the information we have at our disposal, analyze this information and redistribute it to the other board members via the CEO. This information includes the data extracted from quarterly performance sheets and the information developed from individual company members. This information was redistributed in the form of pro forma sheets. This method of communication gives all members access to the information used in making company decisions and gauging company performance.

Relevance to Company Mission
In our company mission we state that we wish to dominate the oscillating tweetometer market, and to provide a product that is comparable to our competitors. In order to achieve this we must ensure group communication is efficient and precise. The quality of this communication will lead to more accurate forecasting data which directly affects our company’s ability to generate return on our capital.

What was deemed necessary in terms of policies?
Two of the developed account policies were directly targeted at the distribution and maintenance of company information such as forecasting data. Both of these policies were associated with the development of pro forma statements (refer to Really Good Company TM Policy Document policies 6.2.1 and 6.2.2). These policies required that two sets of pro forma statements we available for distribution to board members at quarterly meetings. The first set of statements outlined our expected performance whilst the second outlined forecasts for the scenario where unforeseen circumstances resulted in low sales. The pro forma statements were developed such that the forecasting data from all divisions of the company were incorporated into a single document, ensuring all members had access all vital company data.

What Actually Happened
The pro forma statements were used throughout our administrative period. Due to the consistent accuracy of our quarterly forecasts it was eventually decided that the creation of low sales pro forma statements (policy 6.2.2) was no longer necessary. In its place a new policy was developed that outline the creation of four quarters of pro forma statements. This lead to our group members having access to the forecasted position of our company in four quarters time in reference to current quarter decisions.

The development of this four quarter forecasting document enabled our management to have greater control over our cash balance, debt position, inventory management and sales. The pro forma sheet developed was extremely accurate which enabled us to make reliable decisions. As company accountant it was my responsibility to analyze any discrepancies between our forecasted and authentic data, making changes accordingly. This was done on a quarterly basis. The accuracy of forecasting became increasingly important as the market in Sereno undertook drastic changes late in our managerial period.

The following diagram shows the excel data input sheet developed. It automatically fills out four quarters worth of decision forms and pro forma statements, taking all available factors into consideration.
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Input Data sheet used for quarterly forecasting
What would I do different if we ran the simulation again?
The policies we developed to increase communication between group members and accuracy of forecasting data were extremely effective. It is expected that we would have expanded our production both earlier and more rapidly after our takeover. Hence, if the simulation was run again our company would use the pro forma policies developed over the past four years, using a four quarter pro forma forecast from the beginning. 

What would I do if the game were to continue?
Although the function of the pro forma statements is imperative to the running of our company, at this stage in our managerial role the development of the statements is essentially complete. As the accountant I would still analyze the pro forma statements and make appropriate changes to ensure their consistent accuracy. The pro forma statements would be distributed to all members prior to the meeting at which quarterly decisions are made.

What the company like now is to when took over?
In regard to the accounting department we have little to no information about how the tasks I have undertaken in my time as company account were previously managed. The accuracy of our pro forma sheets played a vital role in our ability to manage our company. Although it is impossible to measure their impact on our performance, I believe that the quality of our quarterly decisions could be directly accredited to the accuracy of our forecasting using the developed sheets.

Financial Positioning Using Ratio Analysis

Introduction

To ensure that Really Good Company TM remained in a financially viable position I was required to assess the company’s financial position on a per quarter basis using financial ratios. The ratios were designed to give the management team insight into how our decisions would affect the company’s finances in reference to our long and short term debt position and how profitably we were operating.

Relevance to Company Mission
Our company mission states that we wish to dominate the oscillating tweetometer market in sales, revenue and ultimately profits. A consequence of our objective for market share is that we initially yielded lower profits and were required to finance plant expansions by taking on debt. In order for our company to eventually dominate the market in revenue and profits we must ensure that during expansion we do not fall behind our competitors in profitability or incur financial difficulties. The financial ratios were developed to provide constraints to our decision-making process to ensure our company remains financially strong.

What was deemed necessary in terms of policies?
There were five accounting policies (policies 6.1.1 to 6.1.5 in the Really Good Company TM Policy Document) developed to provide our decision making process with information regarding our financial position. The policies developed and rationales behind them are outlined below.

Policy 6.1.1: The Quick Ratio
The quick ratio is a measure of short-term debt and gives an indication of the liquidity of our company. This policy was created to ensure that our company is always in a strong short-term debt position. Operation of this policy means that we should always be in the position to take out a short-term loan (bank loan) when required. This should reduce the need for long-term debts.

Policy 6.1.3: The Long-Term Debt Ratio
The long-term debt ratio gives an indication of our company’s position to take on additional debt to finance our expansions. Our production approach involved expanding production to accommodate our forecast sales, rather than adjust sales according to our production capacity. In order to achieve this we need to maintain the ability to expand our production on demand.

Policy 6.1.2: Profit Margin

The profit margin policy gives indication of how much income we generate per unit. Due to our approach of high volumes with low margin we believed it was important to be aware of our profit margin throughout our term of management to ensure that our selling price still provided sufficient income.

Policy 6.1.4: Return on Equity

The return on equity policy was designed to ensure that our company was always generating sufficient return on capital for investors. While we expected that our return on equity would increase dramatically once expansion was complete, we had to ensure that during expansion we did not fall behind our competitors in relation to the return for our investors.

Policy 6.1.5: Inventory Turnover

The purpose of the inventory turnover policy was to ensure that we did not tie up too much capital in non-liquid assets such as inventory. This was important as our high sales correlated to high inventory which must be managed efficiently.

What Actually Happened
Our company’s approach of maximizing market share led to a steady and continuous expansion of production during our term of management. This led to the financial ratios developed having less impact on our company’s quarterly decisions than originally predicted. This was because our quarterly decisions were based around expanding production for the prospect of higher returns in the future, and the situation of a decision being changed due to our ratio analysis never arose. Below is a graph showing our company’s debt position in relation to our policies:
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As the graph shows, our company always remained in a strong position to finance future expansions (straight blue and green lines represent the limitations set by our policies). The most recent annual reports showed that our current long-term debt position (bonds/equity) is stronger than that of our competitor TBA co. This shows that despite our constant expansion which required financing using large amounts of debt; our debt management was so efficient that we are still in a better financial position for further expansion than our strongest competitor. Our company’s strong financial management is also displayed through our company’s credit rating. Our company’s credit rating is higher than any of the other companies in our world. This shows our management was able to avoid emergency bank loans when other companies could not.

What would I do different if we ran the simulation again?
The aggressive approach we undertook during management lead to the financial ratios having less effect on our quarterly decisions than expected. If we had our term again we would likely undertake a similar approach, but expand earlier. Therefore I believe the ratios would still have little effect, except for the debt ratios which would require more management. Our expansions would likely finish earlier which would lead to a consolidation period where the financial ratios would become an important factor.

What would I do if the game were to continue?
Considering that the majority of our production expansion was complete by the end of our management, our company focus would now shift from expansion to a consolidation period. This will require different management of our finances. Previously the majority of capital was used to finance expansions whereas now we would take a more active role in increasing the returns for our investors. This would most likely be done through increasing profits, repaying debts, share buy backs and payment of dividends. During the next period of management I believe that the ratio analysis play a larger role in our decision making process.

What the company like now is to when took over?
The following graph shows trend lines of financial ratios and how they changed over our period of management. Our management team took control of Really Good Company TM at the beginning of the third year. 

[image: image5.emf]


The most significant trend lines relating to the company’s performance are Income/Equity and Sales/Assets.

Income/equity is defined as return on equity and displays the ratio of our generated income to our equity. Sales/Assets is defined as the asset turnover ratio and is a measure of our efficiency to generate sales from our assets. As we can see from the above graph, our management team has improved significantly both of these ratios during our term. This shows how our company has grown more profitable and efficient over the past four years making it a much better investment. This is reflected in the rise in stock price, also displayed on the graph. 

Conclusion

Accounting is an important aspect of company management. Our management style reflected this as all company information passed through the accountant before being redistributed in the form of pro forma sheets and other forecasts. From the available data I believe that our company has operated strongly over the past four years of our management. Considering our strong financial position and credit rating in comparison with competing companies I believe it is fair to say that as the accountant of Really Good Company TM I have fulfilled my tasks admirably.

Financial Status Report

Abstract
All companies, big and small, rely heavily on finance. Greater revenue, and eventually profit, cannot be delivered until productivity rises, and finance is needed to increase productivity. Really Good Company TM depends on finance availability from varied sources, including share floats, bonds, investment and bank loans. As the company’s financial officer, I am responsible for determining the optimum financing options and delivering funds to the company, while also managing the company’s debt levels.

Finanacial Operations

Introduction
Really Good Company TM has demonstrated that it is highly dependent on external funding, over the time of the simulation. The mission of the company – to pursue market share – has resulted in large production requirements, which bring costs far exceeding the short-term profits of the company. This means that funds used to expand the company’s productive capabilities need to be sourced from external sources, with the intent to return this debt in the long-term. In comparison to the other three competing companies in the oscillating tweetometer market, Really Good Company TM has a much more long-term plan for it’s financial goals.

Relevance to Company Mission
The company mission of Really Good Company TM declares that it will pursue complete domination of the oscillating tweetometer market in terms of gross sales and profits. This strategy requires large amounts of funds to purchase and maintain our high production capacities, and low on-going production costs. In order to dominate total sales in the market, large expansions in production facilities were necessary. The huge amount of funding required could not be sourced internally, since the company was operating at low profit levels initially, in order to undercut our competitors with a view to establishing greater market share. The massive funding required means that the cost of this funding is also huge. The difference in effective cost between the various types of funding is significant when the amounts of funds generated are at the level of those utilised by our company. As financial officer for the company, it was my responsibility to determine the optimum source of funding. The optimal funding arrangement will provide major cost benefits over other alternatives of financing.  

What was deemed necessary in terms of policies?
The Really Good Company TM Policy Document describes five different financial policies that were proposed for use within the company. These policies (5.1.1 to 5.4.1) provide the guidelines for financial decision making. This formalisation of policy also informs other company members of our financial standing. Continuity of decisions is preserved by use of company policies, allowing the company to better analyse the performance of decisions from quarter to quarter. 

Policy 5.1.1: Credit Rating

The company’s credit rating is vital in determining the cost of long and short term funding. The credit rating will determine the amount of interest payable on short-term bank loans and on long term bonds. It will also determine the issue price of shares and the market price of shares themselves. These effects of the credit rating for Really Good Company TM directly determine the cost of externally supplied finance. The company’s credit rating, however, is most critical because it affects almost all sources of finance available to the company (within the simulation of course). Perhaps the most important point with regard to credit rating is that it can be relatively easily raised, simply by providing enough reserve funds every quarter to absorb fluctuations in revenue.

Policy 5.2.1: Dividends

Initially, dividend payment was seen as an important task for Really Good Company TM. The company Policy Document reflects this importance and suggests the use of adaptive, but consistent dividend payment. A policy of dividend payment is crucial for a company to have, since dividends can make up a large proportion of company profits – these could be better spent elsewhere. In revision of our financial policy for dividends, the company has decided that we will not pay any dividends at all during our initial years of growth. Really Good Company TM has exhibited such large growth toward fulfilling the company mission, that capital returns for our investors are sufficient without being bolstered by dividend returns.

Policy 5.2.2: Stock Repurchase

In order to return consistent value to our shareholders, the company has engaged in share buy-back schemes. This allows Really Good Company TM to stabilise market share prices by regulating the size of the share pool, and hence also regulate the demand for company stock. These actions were also used to prepare the market for additional share floats, by maximising demand for shares prior to their issue.

Policy 5.3.1: Minimum Cash Balance and Investment Policy

As previously mentioned, the minimum cash balance kept by the company is important for preservation of an acceptable credit rating. By keeping sufficient funds in cash, fluctuations in revenue will not result in the company obtaining debt through high-interest emergency bank loans. By requiring such a bank loan, the company’s credit rating will drop one rank, and the price of external funding will rise significantly. The problems of retaining funds as cash within the company include the loss of potential income from would-be investment of those funds. 

Policy 5.4.1 Return on Equity

With forever changing market conditions, the value of certain types of external funding sources goes in and out of favour. During the simulation many different economic conditions and situations were experienced, which called for flexible choice of financing options. Really Good Company TM has continually faced the intrinsic limits of funding sources since its funding requirements are so large. The selection of finance includes the analysis of cost over the expected term of the finance, and also the satisfying of some other company policies, including the Debt Ratio policy (6.1.3).

What Actually Happened
The most significant occurrence in regard to financing was the huge growth and expansion experienced by Really Good Company TM. This placed constant demand on the finance sector of the company to produce more funding for the ongoing expansion. We found that the amount of expansion necessary, or even possible, for market domination was beyond that which we expected initially. This meant that some policies were no longer as applicable to the expanding by Really Good Company TM, as they may have seemed at first. 

In particular, the company’s finance policy for dividends (5.2.1) became obsolete. It was found that the payment of dividends did not affect our share price, over many quarters of sustained growth. It was initially hoped that a strong, adaptive dividend payment policy, combined with strong growth would provide large gains in market share price. This, however, did not occur and instead we witnessed very slow share price growth, while paying dividends to shareholders. Figure 1, below shows the movement of stock price against dividends.
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Although it certainly cannot be said that dividends do not provide what we expected of them at all, it is evident that the payment of a large proportion of our operating profits to dividends was all but wasted. If more historical data was available initially, then perhaps a more informed policy for dividends could have been formulated earlier. It was decided that no dividends would be paid at all while the company was expanding as quickly as it was, and is. By discontinuing dividends, we did not notice any drop in perceived market value of our shares. This has also resulted in significant amounts of operating profits being reinvested into company expansion. Now that expansion is starting to pay off, with the collapse of Generic May’s Sereno operations and increasing quarterly profits, we have begun dividend payment once more.

The company’s performance is regard to credit rating has also been different from what has been expected. Initially, it was thought that our forecasting was accurate enough to warrant keeping a very small amount of funds in cash during a quarter. Really Good Company TM, however, experienced several quarters where an emergency bank loan was necessary, due to unseen variations in revenue and other cash flow areas. This resulted in our credit rating dropping. The company has managed to gain several increases in credit rating, but has been subsequently dropped in all cases. A more strict control of cash balance is now in place in order to minimise the chances of a drop in credit rating.

The rapidly expanding nature of Really Good Company TM has resulted in revision, also, of the policies relating to investment and external funding arrangements. It was found that investment of funds in time certificates of deposit (CDs) became unnecessary due to extremely low interest rates of CDs, and the high returns on investment of funds in company expansion. It was also decided that investing money that would otherwise be cash increased the risk of an emergency bank loan, so that investing in CDs rather than retaining funs in cash could actually cost the company (through potential credit rating drops). After the initial few quarters of operation, it was decided that CDs were not a viable investment.

It was discovered that long term financing through bonds was particularly effective, since we could exactly determine the cost of such funding, and this was not variable, and large amounts of funds could be drawn from this source. The magnitudes of funding required by Really Good Company TM were well suited to fixed rate bonds. The company has always ran a thin line in terms of profit, and the value of fixed cost funding, through bonds, is high and relatively risk free.
What would I do different if we ran the simulation again?
I believe that a more aggressive approach to financing should have been implemented. The potential for externally funding expansion was not realised to the full extent initially. If we had of developed more debt earlier on in the simulation, we could have held a stronger position in the market, in regard to market share and cost of production. In particular, the value of long term, fixed rate bonds was not apparent in the first half of the simulation.

What would I do if the game were to continue?
Really Good Company TM has managed to climb to a very strong, dominant position within the oscillating tweetometer market. Although the expansion of the company is not complete, and will always be ongoing, the company has reached a point where it can reduce its expansion efforts and concentrate on repayments of debt. The following years of the game would include repayment of long-term bonds, and redemption of a portion of the share pool. The company is looking to be profitable in the next 5 years.

What the company is like now to when we took over?
As previously noted, the company has a stronger emphasis on expansion now than it did when I took over as financial officer. The company is now more capable of obtaining significant funding necessary for it’s rapid expansion. This has resulted in Really Good Company TM obtaining a dominant market position in the sale of oscillating tweetometers. 

Conclusion

Working as the financial officer for Really Good Company TM has allowed me to open the company to more strategic opportunities, including the ability to expand when required. The constant variation in the market conditions means that correct financial management is critical to liberating the company from fund related restrictions, and providing required funding at the minimal cost to the company. Really Good Company TM has reached an impressive position in the oscillating tweetometer market, and has managed to deliver its mission statement to the full. I believe that efficient financial management has been a core contributor to the success of Really Good Company TM.
Production Status Report

Abstract

Production has seen great changes over the last four years. The beginning of Year 3 saw RGC in an average position, with no advantage in production capacity over its competitors. Over the last four years, production output has been increased from 300,000 units to over 2.5 million units. This expansion has been planned strategically in key areas, such to maximise impact on the OTM market. RGC’s production capabilities leave it in a strong position in future. For RGC to continue to accomplish the objectives set out in the Mission Statement, the Production Department needs to satisfy these basic needs:

Production Level

Relevance to Company Mission

For RGC to dominate the OTM market, an attractive product is not sufficient for success. This product must be able to be supplied reliably and strategically in order to add value to RGC’s business. This involves long-term planning of capital expansions, both in size and location, and short-term fluctuations such as overtime and double-shifted production lines.

What was deemed necessary in terms of policies?

· RGC will expand its operations such that it can meet forecasted mean sales for the following year, without overtime. If the forecasted maximum sales are realized, these should be able to be met by over timing lines.

· RGC will increase its production capacity to be greater than that of its competitors.

· Second shift lines shall be utilized in the home area instead of outlaying capital, where possible.

· Production infrastructure shall have the capacity for additional line expansion beyond that required by long-term sales forecasts.

What Actually Happened

RGC largely met its production requirements in order to satisfy sales demands. In this respect, the policy of planning production one year in advance has succeeded.

As a result, RGC has been proactive in terms of meeting future demand levels and has a substantial share of the OTM market (49.8%).

RGC succeeded in increasing its production capacity to be greater than that of its competitors, as can be seen from Figure 1. As of Q4 Year 6, RGC produced more units than any other company in World Three; the total production output was approximately 2.5 million units, 54% higher than Generic May.

The double shifting policy became redundant early on in the game as sales demands required full output from the A3 Factory. As a result all future production expansions were completed via capital expenditure.

Rapid increases in sales demand made it difficult to always develop “slack space” in production capabilities; new factories were often required to be at maximum output soon after they were completed. Despite this, the policy is a desirable outcome, and should be aimed for, but is often unachievable due to quarterly constraining factors, such as rapid sales increases.

What would I do different if we ran the simulation again?

Expansion could be completed much earlier on in the game, leaving more time to consolidate the company’s position, while preventing competitors from gaining an early foothold in the market. A longer consolidation period would result in greater return to shareholders, and allow more pricing flexibility.

What would I do if the game were to continue?

At the completion of Year 6, RGC is in a strong position, with control of approximately 50% of market share. To further benefit its shareholders, RGC’s position can (and should) be consolidated by upgrading the product line to Quality One, while still producing units at a very competitive price.

The expansion phase of RGC’s operations is still in progress, with room to operate a further four lines in A1 and two lines in A3. Further expansion of factory shells is possible in A1 and A2. This leaves RGC a capability to meet the increasing demand for its products.

What the company like now is to when took over?

In the beginning of Year 3, RGC could produce only 300,000 units. In four years, this capability has been extended to over 2.5 million units. Below is a comparison of production output over the four companies in World 3 – clearly RGC has led the way in terms of the production quantities over the four year term.
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Figure 1: Quarterly production levels in World 3, throughout the lifetime of the Game.
Production Cost

Relevance to Company Mission

In order to generate the best value for shareholders, production of OTMs must be done as competitively as possible. This enables greater profits, while still being able to offer OTMs to the market at the most competitive price.

What was deemed necessary in terms of policies?

· Production will be scheduled such that worst case production matches maximum expected sales.

What Actually Happened

Production strategy became very important in World Three, and the decision to build a factory in Sereno was an important and highly successful move. As of Q4, Year 5, the exchange rate between Merican dollars and Sereno Pesos became such that it was uneconomical to sell Merican-made units in Sereno. 

The decision to build a twelve line factory in Sereno, allowed that division to be separated from the Merican production arm, immunising RGC from the problems associated with the ballooning exchange rate. Fortuitously for RGC, its direct competitors in Generic May did not have this foresight, and suffered as a result. RGC was able to produce units considerably cheaper than Generic May in Year 6, as can be seen in Figure 2.

The policy of scheduling production such that worst case production matched best case sales enabled RGC to schedule overtime as little as possible, thus maintaining its production cost advantage.

What would I do different if we ran the simulation again?

RGC’s goal was to product OTMs at a price that competitors could not affordably meet. In this regard, RGC’s production policies have succeeded.

Production planning limited the need for expensive overtime shifts to meet sales demands, which in turn allowed RGC to produce units at a competitive price; this type of planning should be continued in future.

What would I do if the game were to continue?

Despite the resulting increase in production cost, upgrading RGC’s product line to Quality One would enable us the use of market share power against TBA co and further increase returns from the market. As of Q4 Year 6, TBA co could product Quality One units for less than RGC could produce Quality Two units, but other factors are in RGC’s favour. Firstly, TBA co has 52% of the production capacity of RGC, and secondly, TBA co’s high profit margins mean that RGC can sell Quality One units for a very competitive price.

What the company like now is to when took over?

At the beginning of Year 3, RGC produced units at a more expensive rate than its competitors. This made it difficult to be competitive in the market place. Expansion of operations and sound production planning has turned RGC Production Division in to the most efficient of its kind in World Three. RGC can now utilise its production power to pressure its competitors and deliver greater value to its shareholders.
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Figure 2 : Production unit costs
Secretary Status Report

Role in the company

Secretary has played a very important role in keeping track of our firm’s position within our world and providing supports in order to achieve the company mission. The basic responsibilities for secretary in RGC is to decide on the amount of funding to research and development as well as training; predict the long-term sales forecasting and the effect of environmental factors and our marketing activities on the sales. The secretary also undertakes the role to monitor our competitors’ movements such as expansion, marketing activities, and predict their future actions.

Research and Development

Introduction

By providing funds into Research and Development, our company was able to produce better models. Over the past four years, new models were able to be introduced each year.

Relevance to Company Mission

The mission for Real Good Company TM was to dominate the oscillating tweetometer market. To achieve this, we need to be in our best form to compete with other companies in terms of quality and the technology state of the product. An effective research and development program is also an essential element of a firm’s success. By investing funds into R & D, we can provide better product models to the consumers and hopefully gain more market share with the help of it.

What was deemed necessary in terms of policies?
Our company’s policy states that we would continuously provide funding to research and development in order to yield new models. This was thought to be necessary at that time to ensure we are keep up, if not ahead, in term of the technology state with our competitors. 

What Actually Happened

The amount of funding put into the Research and Development over the past four years was shown in Figure 1. For the first three years, new model was developed at the second quarter and allowed for it to be introduced into the market. In year 6, the availability of the new model was delayed to quarter 3, which was due to the cut-back in funding during year four. 

Our company has kept on producing the standard-quality product in every model introduced. The reason for this was that there is a possibility that if the quality level of the product is changed to either the deluxe or the economy quality, it may lead to a decrease in consumer level and result in a decrease in market share. Also when the quality of the product is changed, it takes some time before we can see any benefit. 
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Figure 1: The amount of money invested in Research and Development over the past four years.

What would I do different if we ran the simulation again?

After the simulation, we realised that there is little relation between the large amounts of money spent in R & D to the results obtained in the short time and immediate payoffs may not be possible. This was evident through the Dummy company, which never increased spending on R&D, yet had new models available only one or two quarters behind the other companies, who spent up to twice as much. If we were allowed to run the simulation again, I probably would suggest a small increase in Research and Development funding during the first year and maintain that expenditure at a constant or allow for small, steady increase afterwards. This may able to provide us with significant returns in long run. 

What would I do if the game were to continue?

If the game was to continue, I would increase the spending in R & D for the next year and then steadily increase the funding.

Since the beginning of the take-over, our company has maintained production of the standard quality models. If given more time, suggestion would be make to introduce the next new model in deluxe quality as this should allow us to increase prices without losing market share, increasing the margin on our items.

What the company like now is compared to when we took over?

The research and development outlays had been somewhat restricted prior to the take over. This has limited the department’s ability to produce new models, as the amount of money spent on product research and development was around $70,000 per quarter. This was gradually increased over the years. New models were able to develop every year. It allowed the company not only to benefit from the improved models but also to be in a better form to compete with other company.

Training

Introduction

Expenditure for ongoing training is necessary to enhance our employee skills. In return, we can obtain a higher savings level and lower production costs. With a lower production cost, it allows us to have a higher range of profit margin and flexibility.

Relevance to Company Mission

By investing funds into training, we can obtain a higher savings level and lower the production costs. This allows us to sell our products at a much lower price than our competitors. By doing so, our company may have higher consumer preference over the other companies, leading to a higher market share.

What was deemed necessary in terms of policies?
Our initial belief was that by providing large amounts of funding into the ongoing training will result in a higher savings level and lower production costs in short time. Therefore, the expenditure in training was increased largely every quarter.

What Actually Happened

In the first two years after the take-over, the amount of money spent in training was increased aggressively. The training policy was later reviewed by analysing the amount of time taken to obtain a new savings level and the funds input into training in that required time frame. It was found that the large amount of money spent was not leading to enough of a saving in production costs when the new savings level was obtained. We decided it would be a waste of funding if we continue to increase funding as rapidly, hence, we agreed it was better to reduce the training expenditure to around $300,000 and maintain it at a similar level.
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Figure 2: The funding spent on training over the past four years.

	Savings level
	Training Expenditure ($000)
	Time took (quarters)

	1 to 2
	288
	3

	2 to 3
	480
	3

	3 to 4
	550
	2

	4 to 5
	700
	2

	5 to 6 
	910
	3


Table 1: The savings level obtained in relation to the amount of money invested in

        training.

What would I do different if we ran the simulation again?

If we can run the simulation again, I would increase the training expenditures with respect to the savings levels obtained rather than blindly investing money into training.

What would I do if the game were to continue?

The funds put into training would be likely to be maintained at a similar level if the simulation was continued, or at most increased with CPI.

What the company like now is to when took over?

With the increase funding into training, the savings level kept increasing every year, and the production costs were much lower. It has provided us with a larger profit margin than other companies and allowed us to be more competitive, selling our product at a much lower price than the other companies.
Long-term Sales Forecasting

Introduction

Long –term sales forecasting is vital for foreseeing the future production demand. It also enabled us to predict the long term effect of the decisions we made. 

Relevance to Company Mission

Although the long-term sales forecasting may not directly relate to our company mission, it provides a high degree of support to ensure we can achieve the mission. 

What was deemed necessary in terms of policies?
The company policy related to long-term sales forecasting is outlined below:

· To estimate the future capacity requirements for the next four quarters at the end of  fourth quarter each year

· To predict the effect of economic environment factors on sales

· To predict the effect of our own marketing activities on our company’s sales

What Actually Happened

A yearly sales forecasting was carried out at the beginning of every year to provide an estimation of the production demands in that immediate year.  This was done using the sales forecasting work sheet. During year 5, a four-quarter sales forecasting sheet was developed, this was used instead as it provide a much more accurate forecasting. 

Over the past four years, there was a steady increase in the GDP in both Merica and Sereno. The CPI was also increased in both areas; however, the rate of increase in GDP and CPI were always higher in Sereno. Due to the increase in these environmental factors, our company has a steady increase in sales over the years. The increase in sales was much more significant in Sereno.

The exchange rate was maintained fairly constant at around 6.00 to 7.00 in the first two years. It was increased dramatically after the third quarter in year 5. The exchange rate was increased by about two fold from the previous quarter and kept increasing afterwards. This change has influence the sales in Sereno the most as both the GDP and CPI has increased by about 11-15 %, the sales in Merica was only affected slightly since the increase in GDP and CPI was much less.

Over the years, we increased our expenditures in advertising, increase the commission and salaries for the salesperson, brought in more salespeople. All these contributed to the increase in the sales. The introduction of new models also has a positive effect.

What would I do different if we ran the simulation again?

If the simulation were run again, a similar four-quarter forecasting sheet should be created earlier.

What would I do if the game were to continue?

The four-quarter sales forecasting sheet would be used if the game was to continue. 

What the company like now is to when took over?

In terms of sales, our company has improved since we took over. The sales were increased about eight fold. We also dominate the sales in our world.

Competitors’ Actions

Introduction

No matter what product or service a company produce or provide, there is always some form of competition. In our world, there are three companies we are competing with. The actions of these companies were monitored closely since we took over the company.

Relevance to Company Mission

Competition in the industry would certainly affect our company’s ability to achieve our mission. Therefore, close monitoring on our competitors’ activities is crucial to ensure we can maintain and improve our firm’s position.

What was deemed necessary in terms of policies?
Our company policy states that in order to improve the effectiveness of our company’s decisions, it is needed to keep a close eye on our competitors’ marketing activities and their production capacities. 

What Actually Happened

The company policy on our competitors’ actions was followed closely. 

Each quarter, the actions our competitors took on price changes, advertising expense changes and sales person changes was reported to the marketing manager. Information regarding the changes in their production such as construction and addition of new plants and lines, their production capacity at the time were forward to the production manager. These issues were also mentioned in the meetings to the C.E.O, to ensure appropriate actions can be taken. Other decisions include expenditures on research and development, training and models availability were also taken into account. Based on the decisions these companies made, predictions were made on their future movements. 

By analysing our competitors’ actions in the first two years, we realised that company two, Generic May TM,  would be our main competitor as they seemed to aim for similar goals as we did, i.e. the market share. Company two has also producing the same model and same quality of product at the same time as we do. This obviously can have an effect on our company’s performance in terms of our position in the market, and has been a threat to our company prior to the major change in exchange rate in Sereno. Because they did not have a production plant in Sereno, this major change in exchange rate had a dramatic effect on their company. Even though, they tried to expand their company in Sereno later on, they cannot recover from the harm that already been done. Our company, on the other hand, had taken the advantage over this incident, and benefited from it. 

What would I do different if we ran the simulation again?

The steps we have undertaken in terms of analysing our competitors’ actions were very effective, so if the simulation was running again, no changes to this strategy would be suggested.

What would I do if the game were to continue?

Company one has always produce deluxe quality products. It has maintained it market share since there is no other company producing the same product quality as them. If allowed more time to run this game, we may start to follow their actions more closely so that when we decide to change our product quality, we can always benefit from it.

What the company like now is to when took over?

Our company has improved our market position over the years since we took over the company. 

Marketing Status Report

“To dominate the oscillating tweetometer market in sales, revenue and ultimately profits by providing a product comparable to our competitors at a price they cannot profitably meet”

Marketing and RGC’s Mission Goals.

RGC’s mission is to dominate the OTM market.  Marketing’s role is therefore a crucial one to the company, as marketing’s role is to get buyers for our product , mainly through advertising.  The Marketing department also covers the areas of Price and Salespeople.

All these areas adjust how many units of our OTM’s we sell each quarter, so it is important to get the balance right, firstly to keep our marketing margins low, in keeping with our company mission, and secondly to aggressively market our product so that we have a high buyer uptake to achieve our market share goals.

The Marketing Policies

Or How are we going to sell this stuff??

Marketing’s decision areas were advertising,  salespeople and indirectly price.

A full set of policies was made up for each of the areas.

For Advertising, the amount spent on advertising was increased buy half the percentage increase in sales of the previous quarter, and only increasing going into quarters with a seasonal factor of less than 1.00.  This meant that the rate it was increased was linked to the rate of sales.  

For the Salespeople, we made sure that we had enough to meet the expected demand by estimating the number of units a salesperson could sell was 12000.   Therefore, if the expected number of sales was higher than could be met by the current numbers of salespeople, more salespeople were trained.  The salaries for the salespeople, and the commission rate were fixed to increment with CPI so as to reduce the fluctuations in salesperson numbers, thus reducing some of the variations for predictions.

Price is normally one of the main areas for determining sales, however, as it was so tightly tied in with our mission, it was determined quarterly at the quarterly meetings.

What really happened?




Or, Out there in the Big Bad World 3.

From the beginning of the simulation, the policies were roughly formulated, especially in the case of marketing which was mainly a short term system of demands and outputs, i.e. sell lots of units, and as such, it was constantly revised and refined.  

These developments were put into a spreadsheet that was used at the group meetings to decide on the next quarter’s options.

The spreadsheet that was developed to automate a large amount of decisions was used as the main tool in deciding the price at these meetings, and as such was one of the most useful tools that the company had at its disposal.  

The results of the refinement of the policies resulted in some changes to the marketing policy.  The decisions about the salespeople remained the same and worked as planned, with very low leaving rate for our salespeople.  However, we found that increasing the advertising amount by half the percentage increase in sales for the previous quarter was too low and so it was changed to a 120% increase every quarter.

One of the biggest problems facing marketing almost right from the start was the lack of product.  With a policy based around high volume sales, the fact that we weren’t able to match the potential demand with enough units from manufacturing, was a big problem.  This demand also led to selling out in some regions which is highly undesirable, as other companies sold more units as a result.  Following this occurrence, times that it appeared we would not be able to meet demand we raised the price so that the demand lessened.

Changes to the Plan –

Or what would I do if we had our time again.

If we were to start another company right now in the Oscillating Tweeter-Meter manufacturing business, we would expand early, and at a much greater rate, hopefully hitting the ceiling of the number of factories late in year 4.  As it was, we expanded at a very cautious rate in the beginning, becoming more aggressive as the game progressed, and only able to meet our aim of a large market share very late in the game, with us unable to exploit our position.  

This would also help alleviate the problem of being unable to keep low prices as we weren’t able to manufacture enough units to meet demand.

The Crystal Ball

Or, what would we do if the game was to continue

It is quite annoying, frustrating almost, that we finished the simulation when we did.  We, as a company, were just starting to start to consolidate our position of having 49.8% market share in the OTM marketplace.  If we were to continue from the position we were in, as marketing, I would be looking to keep up advertising spending to maintain our position.  It would also be important to continue to reduce our manufacturing and sales costs to make sure that our margins are sufficient to keep being profitable.  

 In our world, company 2 was our main direct competitor, however they had nowhere near the production capabilities of our company.  In the future, they would be targeted with lower pricing in their home area so as to continue to increase our market share.

The consolidation of the company would be an important next step, to move it out from the risky area of very low margins to one with more stability.  If Production was switched to a quality 1 model, we would be in a position to lead all the companies on the world in pricing.  Maintaining a high sales presence for that next stage is important to continue our high sales.

The Rearview Mirror

Or looking at where we’re from, where we’ve been, and come to.

When our management team took over the company in year 2, our company was just one of the 4 that existed on the world.  Our quarterly advertising expense was just roughly $M 150,000, which was 3.7 % of our quarterly sales.  By the final quarter it was just 3% of the quarterly sales, however the value was now M$ 803,000, highlighting the successful maintenance of low selling costs, during the company expansion.  

The company is currently in a very strong position, with the (obviously) largest manufacturing capabilities, a strong efficient sales team and the best Market position on the world.  

I personally think that we have achieved a great deal with our company.  To come from an equal position with 3 other companies and wind up manufacturing half of all the OTM’s that are bought in the world today is a great achievement, especially when one takes it in perspective of the time that it took us.  Just 4 years.  I feel it is equivalent to Apple computers manufacturing half of all the PC’s that are bought in the year 2007.
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		World		3		ANNUAL		INDUSTRY		REPORT		10/24/03

		Year		6		Quarter		4		BUSINESS		POLICY		GAME,		4TH		EDITION		12:03:27

		G		Copyright		(c)		1995		by		Richard		V.		Cotter		and		David		J.		Fritzsche

		----------------------------------------------------------------------------

				Year		1		2		3		4		5		6

		CASH($000s)

				Company		1		387		1808		86		858		943		4829

				Company		2		387		1808		290		639		2		112

				Company		3		387		1808		141		3331		92		2235

				Company		4		387		1808		5858		8043		8971		8897

		CERTIFICATES		OF		DEPOSIT($000s)

				Company		1		500		1000		500		0		2000		0

				Company		2		500		1000		0		200		0		0

				Company		3		500		1000		1000		0		0		0

				Company		4		500		1000		0		0		0		0

		ACCOUNTS		RECEIVABLE($000s)

				Company		1		1598		2495		4033		8140		8725		10464

				Company		2		1598		2495		3937		7142		8982		8097

				Company		3		1598		2495		4342		7287		10721		13714

				Company		4		1598		2495		1817		1672		1597		1311

		INVENTORY($000s)

				Company		1		663		293		738		1085		986		1692

				Company		2		663		293		767		916		1104		1952

				Company		3		663		293		183		5		2428		282

				Company		4		663		293		0		0		165		941

		PLANT		AND		EQUIPMENT($000s)

				Company		1		7320		6737		9229		11693		11253		10118

				Company		2		7320		6737		8915		7993		12140		15184

				Company		3		7320		6737		6647		16185		22879		22459

				Company		4		7320		6737		6157		5563		4828		4160

		TOTAL		ASSETS($000s)

				Company		1		10468		12333		14586		21776		23907		27103

				Company		2		10468		12333		13909		16890		22228		25345

				Company		3		10468		12333		12313		26808		36120		38690

				Company		4		10468		12333		13832		15278		15561		15309

		BANK		LOANS($000s)

				Company		1		0		0		1116		0		0		0

				Company		2		0		0		0		0		177		945

				Company		3		0		0		59		1000		3183		0

				Company		4		0		0		0		0		0		0

		BONDS		OUTSTANDING($000s)

				Company		1		2000		2000		1500		3500		4500		8000

				Company		2		2000		2000		2000		1500		2500		2500

				Company		3		2000		2000		2000		5000		10000		11000

				Company		4		2000		2000		2000		2000		2000		2000

		World		3		ANNUAL		INDUSTRY		REPORT		10/24/03

		Year		6		Quarter		4		BUSINESS		POLICY		GAME,		4TH		EDITION		12:03:27

		G		Copyright		(c)		1995		by		Richard		V.		Cotter		and		David		J.		Fritzsche

		----------------------------------------------------------------------------

				Year		1		2		3		4		5		6

		TOTAL		EQUITY($000s)

				Company		1		8468		10333		11970		18276		19407		19103

				Company		2		8468		10333		11909		15390		19551		21900

				Company		3		8468		10333		10254		20808		22937		27690

				Company		4		8468		10333		11832		13278		13561		13309

		GROSS		SALES($000s)

				Company		1		9599		14212		21701		40941		60976		65432

				Company		2		9599		14212		21449		37529		59100		62387

				Company		3		9599		14212		22543		41303		68320		84845

				Company		4		9599		14212		14040		13426		12187		9718

		ADVERTISING		EXPENSE($000s)

				Company		1		452		558		670		1010		1730		3147

				Company		2		452		558		668		907		1293		1961

				Company		3		452		558		667		1012		1800		2856

				Company		4		452		558		576		572		560		526

		PRODUCT		R		&		D		EXPENSE($000s)

				Company		1		179		258		324		477		590		765

				Company		2		179		258		340		480		610		645

				Company		3		179		258		346		410		440		460

				Company		4		179		258		288		288		288		288

		NET		INCOME($000s)

				Company		1		966		1873		2892		10172		17594		18245

				Company		2		966		1873		2328		6370		11147		7134

				Company		3		966		1873		2292		4638		11752		12481

				Company		4		966		1873		1499		1501		945		24

		SHARES		OF		STOCK		OUTSTANDING(000s)

				Company		1		6000		6000		5600		5700		5700		5700

				Company		2		6000		6000		5800		5700		5700		5700

				Company		3		6000		6000		5000		6800		6800		7000

				Company		4		6000		6000		6000		6000		6000		6000

		UNIT		PRODUCTION		COST($)

				Company		1		4.43		4.5		5.05		5.25		5.22		4.04

				Company		2		4.43		4.5		5.02		5.36		5.39		5.77

				Company		3		4.43		4.5		4.88		5.16		4.67		3.91

				Company		4		4.43		4.5		4.69		4.51		4.61		4.42

		UNIT		SELLING		EXPENSE($)

				Company		1		2.89		2.5		2.43		2.33		2.29		1.97

				Company		2		2.89		2.5		2.4		2.47		2.42		2.24

				Company		3		2.89		2.5		2.3		2.29		1.95		1.84

				Company		4		2.89		2.5		2.68		2.67		2.66		2.6

		World		3		ANNUAL		INDUSTRY		REPORT		10/24/03

		Year		6		Quarter		4		BUSINESS		POLICY		GAME,		4TH		EDITION		12:03:27

		G		Copyright		(c)		1995		by		Richard		V.		Cotter		and		David		J.		Fritzsche

		----------------------------------------------------------------------------

				Year		1		2		3		4		5		6

		INCOME/EQUITY(PERCENT)

				Company		1		11.41		18.13		24.16		55.66		90.66		95.51

				Company		2		11.41		18.13		19.55		41.39		57.01		32.58

				Company		3		11.41		18.13		22.35		22.29		51.24		45.07

				Company		4		11.41		18.13		12.67		11.3		6.97		0.18

		INCOME/SALES		(PERCENT)

				Company		1		10.06		13.18		13.33		24.85		28.85		27.88

				Company		2		10.06		13.18		10.85		16.97		18.86		11.44

				Company		3		10.06		13.18		10.17		11.23		17.2		14.71

				Company		4		10.06		13.18		10.68		11.18		7.75		0.25

		STOCK		PRICE($)

				Company		1		0.82		4.33		4.75		30.36		56.33		57.41

				Company		2		0.82		4.33		2.76		20.91		35.69		13.11

				Company		3		0.82		4.33		3.09		7.67		28.67		31.98

				Company		4		0.82		4.33		1.12		1.25		1.25		1.21

		EARNINGS		PER		SHARE($)

				Company		1		0.161		0.312		0.494		1.77		3.087		3.201

				Company		2		0.161		0.312		0.4		1.11		1.956		1.252

				Company		3		0.161		0.312		0.435		0.784		1.728		1.783

				Company		4		0.161		0.312		0.25		0.25		0.157		0.004

		DIVIDENDS		PER		SHARE($)

				Company		1		0		0		0.082		0.347		1.667		1.754

				Company		2		0		0		0.057		0.366		0.789		0.649

				Company		3		0		0		0.084		0.125		0		0.857

				Company		4		0		0		0		0		0		0

		SALES/ASSETS		(PERCENT)

				Company		1		91.7		115.24		148.78		188.01		255.06		241.42

				Company		2		91.7		115.24		154.21		222.2		265.88		246.15

				Company		3		91.7		115.24		183.08		154.07		189.15		219.29

				Company		4		91.7		115.24		101.5		87.88		78.32		63.48

		BONDS/EQUITY		(PERCENT)

				Company		1		23.62		19.36		12.53		19.15		23.19		41.88

				Company		2		23.62		19.36		16.79		9.75		12.79		11.42

				Company		3		23.62		19.36		19.5		24.03		43.6		39.73

				Company		4		23.62		19.36		16.9		15.06		14.75		15.03

		INTEREST		COVERAGE		(TIMES)

				Company		1		5.83		10.36		16.38		35.96		36.83		34.6

				Company		2		5.83		10.36		12.64		37.19		59.06		31.75

				Company		3		5.83		10.36		12.46		13.74		16.54		11.97

				Company		4		5.83		10.36		8.49		8.51		5.72		1.12

		World		3		ANNUAL		INDUSTRY		REPORT		10/24/03

		Year		6		Quarter		4		BUSINESS		POLICY		GAME,		4TH		EDITION		12:03:27

		G		Copyright		(c)		1995		by		Richard		V.		Cotter		and		David		J.		Fritzsche

		----------------------------------------------------------------------------

				Year		1		2		3		4		5		6

		SHARE		OF		MARKET		(PERCENT)

				Company		1		25		25		25.37		24.38		22.22		21.9

				Company		2		25		25		26.95		27.9		29.4		27.33

				Company		3		25		25		29.63		35.53		40.31		45.52

				Company		4		25		25		18.06		12.19		8.07		5.25

		----------------------------------------------------------------------------

		Key:		Company		1		TBA		co

				Company		2		Generic		May

				Company		3		RGC

				Company		4		Dummy

										Total Unit Cost

												1		2		3		4		5		6

										TBA co		7.32		7		7.48		7.58		7.51		6.01

										Generic May		7.32		7		7.42		7.83		7.81		8.01

										RGC		7.32		7		7.18		7.45		6.62		5.75

										Dummy		7.32		7		7.37		7.18		7.27		7.02
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