FINANCIAL OPTIONS

Option  1 - Raise Domestic Prices

Option  2 - Lower Domestic Prices

Option  3 - Minor Export Activity

Option  4 - Major Export Activity

Option  5 - Launch New Product

Option  6 - Replace Equipment (Buy)

Option  7 - Replace Equipment (Lease)

Option  8 - $50,000 Term Loan

Option  9 - $100,000 Term Loan

Option 10 - $200,000 Term Loan

Option 11 - $500,000 Term Loan

Option 12 - Factor Debtors

Option 13 - Drop Product Line

Option 14 - Sale & Lease Back

Option 15 - Develop New Product

Option 16 - Make Vs Buy

Option 17 - Large Contract

Option 18 - Computerise Accounts

Option 19 - Push Domestic Sales

Option 20 - Increase Inventory Availability

Option 21 - Decrease Inventory Availability

Option 22 - Low Prompt Payment Discount

Option 23 - High Prompt Payment Discount

Option 24 - Change Discount Structure

Option 25 - Improve Product Quality

Option 26 - Write Off Surplus Inventory

Option 27 - Increase Dividend

OPTION 1 - RAISE DOMESTIC PRICES

This involves raising prices by 10 per cent over the normal increase. This is likely to reduce sales volume by about 20 percent. It will not be possible to dispose of surplus capacity. However, direct labour will be reduced. This option cannot be used with Lower Domestic Prices.

OPTION 2 - LOWER DOMESTIC PRICES

This involves lowering prices by 5 per cent below the normal. This is likely to increase sales volume by about 15 per cent. It will not be necessary to purchase additional plant as the direct labour can work overtime. This option cannot be used with Raise Domestic Prices.

OPTION 3 - MINOR EXPORT ACTIVITY

This involves a small increase in the export activity that should increase sales revenue by about 10 per cent. These additional sales will necessitate buying additional plant. This option cannot be used with Major Export Activity.

OPTION 4 - MAJOR EXPORT ACTIVITY

This involves a major export push that should increase sales revenue by about 30 per cent. These additional sales will necessitate buying additional plant. This option cannot be used with Minor Export Activity.

OPTION 5 - LAUNCH NEW PRODUCT

The launch of a new product should add about 5 per cent to this year's sales revenue but will necessitate investing in special tooling and promotion for the launch.

OPTION 6 - REPLACE EQUIPMENT (BUY)

This involves replacing old, labour intensive plant with new, automated plant. This new plant will be bought. This option cannot be used with Replace Equipment (Lease).

OPTION 7 - REPLACE EQUIPMENT (LEASE)

This involves replacing old, labour intensive plant with new, automated plant. This new plant will be leased. This option cannot be used with Replace Equipment (Buy).

OPTION 8 - $50,000 TERM LOAN

This involves taking a long-term loan of this size and can be taken out together with the other term loans.

OPTION 9 - $100,000 TERM LOAN

This involves taking a long-term loan of this size and can be taken out together with the other term loans.

OPTION 10 - $200,000 TERM LOAN

This involves taking a long-term loan of this size and can be taken out together with the other term loans.

OPTION 11 - $500,000 TERM LOAN

This involves taking a long-term loan of this size and can be taken out together with the other term loans.

OPTION 12 - FACTOR ACCOUNTS RECEIVABLE

This involves factoring about half the company's accounts receivable (i.e. about half the accounts receivable will be sold at a discount for immediate cash).

OPTION 13 - DROP PRODUCT LINE

This involves dropping a product line that seems to be insufficiently profitable. This will reduce sales revenue.

OPTION 14 - SALE & LEASE BACK

This involves selling and then leasing back the company's head office building. The building is valued at $200,000 and the lease will cost $30,000 each year.

OPTION 15 - DEVELOP NEW PRODUCT

A new product will take six months to develop and the development costs will be charged to the Profit and Loss Account.

OPTION 16 - MAKE vs BUY

This involves setting up a facility to make a major component which, in the past, has been bought.

OPTION 17 - LARGE CONTRACT

This involves taking a large contract worth $200,000 for delivery in the last quarter. Payment for this contract will be received in the following year.

OPTION 18 - COMPUTERISE ACCOUNTS

This should reduce debtors by about 10 days and involves an investment of $30,000.

OPTION 19 - PUSH DOMESTIC SALES

This should increase domestic sales by about 10 per cent and involves a promotional campaign costing $8,000. 

OPTION 20 - INCREASE INVENTORY AVAILABILITY

This involves increasing finished inventories by 10 per cent to improve the ability to service emergency orders. This should increase sales by about 5%. This option cannot be used with Decrease Inventory Availability.

OPTION 21 - DECREASE INVENTORY AVAILABILITY

This involves decreasing finished inventories by about 10 per cent. This will mean, for rush orders, that the company will have to work overtime and use special shipping. This option cannot be used with Increase Inventory Availability.

OPTION 22 - LOW PROMPT PAYMENT DISCOUNT

This involves giving customers a small discount for prompt payment. Because the discount is small only some customers will take advantage of it. This option cannot be used with High Payment Discount.

OPTION 23 - HIGH PROMPT PAYMENT DISCOUNT

This involves giving customers a large discount for prompt payment. Because of its size most customers will take advantage of it. This option cannot be used with Low Payment Discount.

OPTION 24 - CHANGE DISCOUNT STRUCTURE

This involves changing the quantity discount structure to encourage large purchases.

OPTION 25 - IMPROVE PRODUCT QUALITY

This involves improving the product. This improvement in quality will improve the company's competitive position.

OPTION 26 - WRITE OFF SURPLUS INVENTORY

This involves writing off $25,000 worth of surplus stock.

OPTION 27 - INCREASE DIVIDEND

This involves increasing the dividend to proposed for next year to $100,000.
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