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O. M. Scott Assignment

Your paper should evaluate the Trust Receipt Plan of O.M. Scott.  It should include a recommendation about whether to continue the Trust Receipt Plan or scrap it.  You should assume that the audience for your report is the O.M. Scott financial manager.  If you recommend continuing the Plan, but you believe that some changes are advisable, you should briefly mention your recommended changes.  You should assume as your goal the maximization of shareholder wealth.


In the process of arguing for your recommendations, you may want to address some of the following issues:



1. The difference between earnings and free cash flow for the firm since the Plan was enacted,



2. The sources of the difference between earnings and cash flow,



3. The difference between sales as recognized by Scott under the Plan, and retail sales of Scott products to final consumers,



4. The change in retail sales to consumers since the Plan was enacted,



5. Retailers' incentives under the Plan,



6. Scott's salespersons' incentives under the Plan,

and

7. The connection between 1, 2, 3, 4, 5, and 6 above.


While your written input should be brief (2-pages double-spaced), the analysis you do in your groups to arrive at your recommendation should be thorough and thoughtful.  Your paper should provide a logical flow of ideas that would be convincing to a financial manager.  If you find the case write-up lacking in some important information, you should make reasonable assumptions about how this information is likely to look.  If expertise in areas other than finance is useful in helping you make your recommendations, be sure to use such expertise.

