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                 1  Ver sion: 5.20. 2014   Bright Lights a nd Ser vice s Co. (C)   Al ec Smith is looking for oppo rtuniti es to s alvage his reput ation and futu re of the firm. He  wanted to in crease revenues and n et in com e. He has t ask ed his st rategic planning group to  analyze busin ess opp ortuniti es as w ell as w ays to increa se busin ess/ revenue for the existing  busin esses in his po rtfolio. His busin ess d evelopm ent group identi fied ho me appli ance guarantee  as a pot enti al p rofit-making op eration.   Appli ance insu rance was bec oming popu lar on BigBright as n ew hom es we re being const ructed  to add ress the housi ng sho rtage. In addition, the BEIGO p rogram of replacing the old appli ance s  with n ew energ y-efficient appli ance s is also generating busin ess for appli ance insu rance  companies . Th ere are three major provid ers of appli ance insu rance in Big Bright.   Bright Home Shield (BHS) is a subsidi ary of a large nation al chain p rovid ing appli ance  warranti es th at cov ered appli ance s against b rea kdowns due to no rmal w ear and t ear . Like most  oth er insu rance provid ers, they have arra ngements with lo ca l cont rac tors. Their stand ard pl an’s  month ly premium costs $69 for sin gle fami ly hom es and $59 for condominium units and cov er  appli ance s in a typical home su ch as w asher/dryer, dishw ash er, and air con ditioning systems.  Th eir Sup er Stand ard p lan p rovid es cov erage for large hom es with swimming pools and sp as and  is customi zed for indivi dual hom es. The low est month ly premium for Sup er Stand ard is $120.  BHS charges $75 p er service ca ll.   Bears Protec tion Service s (BPS) is anoth er major nation al firm p rovid ing cov erage similar to  BHS but with unlimit ed, free service ca lls and a month ly premium of $99. BPS charged the  same rate for single family hom es and condo ow ners and they also us ed lo ca l cont rac tors.   Safe Appli ance (SA) is a loca l firm st arted by a local entrepreneur, Jac k Boulet, who built a very  profitable busin ess using low cost l abo r. Boul et st arted as a cont rac tor prov iding service to BHS  and BPS and found th at he ca n run a profitable busin ess by providi ng a lower-cost s ervice  direc tly to custom ers. He made sp ecial arrangements with appli ance dist ributo rs, wh ich provide  him l ea ds for a sm all fee. Jac k is regarded as a local b oy who has done well l everaging his isl and  roots and cont ac ts. Jac k price s his s ervice about 25% below BHS and charged $49 for condo  units and $59 for sin gle fami ly hom es. Safe Appli ance limits its cov erage to home appli ance s,  wh ereas oth er com panies includ ed oth er systems su ch as garage do ors, air condition ers, etc. His  und erstandi ng of the loca l living style (very few people us ed A/C in the isl ands b eca use of the  temp era te clim ate), low cost l abor , and lo ca l roots helped him build a strong busin ess. By 2008,  Safe Appli ance had a market sh are of 32% prim arily with condominium custom ers and some 2  sm aller sin gle fami ly homes. Jac k’s busin ess got a boost with the BIEGO cons ervation p rogram  as consum ers st arted replac ing their old appli ance s with n ew energ y-efficient appli ance s usi ng  rebates p rovi ded by BIEGO. N ew appli ance s come with on e-year limit ed w arranti es, and Jack  provid ed compl ete coverage with l abor and parts for a fixed fee per month. Jac k is op en to the  idea of being acqui red and indi ca tes a price tag in the range of $50 million. It is rumo red th at  W alm art is pl anning to enter the market with a low -cost appli ance warra nty program.   Al ec Smith b elieves th at as an electricity provid er and as a major bank to the isl ands, BLSC  subsidi ary should h ave the edge. Plus, the cons ervation p rog rams suppo rted by BIEGO are  encou raging custom ers to inst all n ew energ y-eff icient appli ance s and creating a market for the  appli ance warranty busin esses. How ever, his d ecision to inv est h as to be weighed against $65  million requi red for con version to g as-based p roduction th at would s ave opera ting costs. It w ould  also h elp BIEGO ’s repu tation by low ering pollut ion and m aint aining the island ’s im age as an  envi ronm entally friend ly place.   In consid ering the acqui sition of Safe Appli ance , Smith h as to consid er severa l options. One  impo rtant consid era tion is wh ether to run it as a subsidi ary of BLSC or as a subsidi ary of  BIEGO. He fee ls th at running it as a BIEGO subsidi ary will enable him to t ap into the database  of custom ers getti ng rebates from BIEGO and leverage the BIEGO firm. On the oth er hand,  BIEGO l abor rates are very high and m ay not be suit able for the low -cost busin ess mod el  pion eere d by Boul et. Th ere were also concerns about asso ciating anoth er insu rance busi ness  with  BIEGO.  It w as clea r that Safe Appli ance may have to come up with a different busin ess mod el.  Smith fee ls th at Safe Ap pliance should be position ed as a high-quality, h igh-price service and  differe nti ates its elf from BHS and the oth ers. He expec ts W alm art to com pete on p rice and is  wo rried about a price war. Smith is also consid ering addi ng service s, su ch as home sec urity  systems to p ac kage with appli ance insu rance and selling it as a value bundl e. A sm all b ranch  office of a nation al s ecurity comp any provid ed h ome sec urity systems on the isl ands but h as not  made mu ch h eadw ay. M ost of the island resid ents believe that th ey know eac h oth er and do not  see the need for home security. How ever, Smith and his st rategic plan t ea m believe that this  sentim ent of “isl and communi ty” is most lik ely to change in the nea r futu re. If the Chamb er’ s  eff orts to in crea se tou rism and attrac t n ew busin ess w ere su cce ssful, the island popul ation mix  would change with the new in flux of people from the U. S. m ainl and. The changed composition  of the popul ation m ay prov ide oppo rtuni ty for home sec urity busin ess. Smith felt th at with  strong p romotion, Safe Appli ance’s s ec urity and appli ance guara ntee bundle could garner  eno ugh m arket sh are and can be a profitable ventu re.   Al ec Smith w anted to p resent his rec omm end atio ns to the bo ard. He ask ed his vi ce presid ent of  strategic planni ng for recomm end ations. 3 App endi x1.   Basic Ho me Appli ance Insu rance Plan Bright Ho me Bears P rotect ion  Safe App liance  Refrige rators X X X  Dish washe rs X X X  Clothes Dryers X X X  Clothes W ashers X X X  W ater Heaters X X X  Garbage Disp osals X X   Smoke Detectors X X   Air Conditioning, including  duc tw ork   X   Elec trical  X   Plumbing   X Option al:   • Pool and Spa  • W ater Softener  • W ell Pump  • Septic Pumping 4   Income Stateme nt 2011  2010  2009  2008  Revenu e   BIEGO 220  210  188  175  Mon eyM aker 63  55  52  45  Boats 16  16  15  14  PICO - - 9 7   299  281  264  241  Expenses   BIEGO 190  169  160  149  Mon eyM aker 42  43  41  35  BOATS  16  12  12  11  PICO   7 5   248  224  220  201  Oper ating I ncome   BIEGO 30  41  28  26  Mon eyM aker 21  12  11  10  Boats 0 4 3 3  PICO   2 2   51  57  44  41   Interest expens es (15)  (12)  (11)  (11)  Income B4 t ax  36  45  33  30  Income tax  (10)  (13)  (10)  (9) Income after tax  26  32  23  22  Loss from discon tinu ed  opera tions (3)   (18) 0   0 Net Income 23  14  23  22  Ca pital Expenditure s   BEIGO 53  47  36  33  Mon eyM aker 1 1 1 1  Boats 1 1 3 1  PICO - 5   Bala nce Sh eet  (million $)  2011  2010  2009  2008  Ass ets   Cash  29  39  39  22  Acc ounts receivable  44  39  32  37  Invento ries 14  13  11  15  M arketable sec uriti es 366  233  283  288  Oth er inv estm ents  26  26  26  17  Land  11  11  13  13  Oth er inv estm ent 491  378  298  345  Plant and equipm ent 880  780  658  650  Acc umul ated depreciation  -62  -52  -42  40  Ass ets from dis continu ed opera tions  0 35  0 0 Total Ass ets  1799  1502  1318  1427  Liabilities   Acc ounts payable  32  29  29  60  Deposit liabiliti es 710  697  610  623  Sho rt-term borrowin gs 112  13  8 5  Sec urities sold  41  1 0 0  Adv ance s from Federal Home Loan  Bank 205 156 110 145  Long-term d ebt, n et 239  232  202  204  Deferre d in come taxes 67  57  57  45  Un amo rtized t ax cre dits  65  55  35  36  Total Liabilities 1471  1240  1051  1118  Sh are holder Equ ity   Prefe rred Stock from Brightland  3 2 2 2  Share hold er equi ty 302  249  249  282  Retained earnin gs 23  11  16  25  Total Sh are holder Eq uity 328  262  267  309  Total Liabilities a nd Share holder  Equ ity   1799 1502 1318 1427   
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                We've got thousands of tutors in different areas of study who are willing to help you with any kind of academic assignment, be it a math homework or an article. 
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