Group Task 4: Considering a new offer
(Based on SNO 2 from Springer, C. W., and A. F. Borthick. 2004. ‘Business simulation to stage critical thinking in introductory accounting: Rationale, design and implementation’. Issues in Accounting Education 19(3): 277-303)
How sales create another opportunity...
EBay sales are providing a nice income stream even if not as much as René and Pierre had hoped. The profit is going to a good cause: paying tuition and living expenses.
Just when life seemed to settle down to normal (well, normal for college students!), Pierre got a call from Norauto (http://www.norauto.fr/), which wants to test market SNOs in a store near a large high school. Norauto would take the SNOs on consignment. Norauto would pay René and Pierre for SNOs sold, less Norauto's commission, on the 15th of each month for sales of the prior month. The lag in payments is because Norauto needs two weeks to update its consignment sales records. Pierre promised to get back to the Norauto representative with an answer the next day.
René's reaction to the Norauto's offer: "You can't be serious--we don't have enough space to make enough SNOs at one time to ship enough for Norauto's promotional display and inventory, let alone enough money to buy the parts. Surely you don't think we ought to commit to this, do you?"
Pierre: "Well, you're right about the space and the money. But moving our desks into the hall would create enough space, and isn't it time for our student credit cards to come? We could charge the parts and make minimum payments on the credit cards until Norauto pays us."
René: "In principle, I see how it might work, but what if Norauto doesn't sell many SNOs? We'd be stuck with all those SNOs!"
Pierre: "No we wouldn't--we'd retrieve them and sell them on eBay!"
A few hours later...
Pierre and René saw you walking down the hall, looked at each other and said in unison: "We need numbers!" They explained the deal to you, and you agreed to figure out the following for them based on these details.
1. Whether agreeing to the test market deal with Norauto would be profitable and, if so, how profitable for each SNO sold.
2. Whether it would be possible for credit card purchases to finance enough materials to fulfill the test market inventory. 
3. Regardless of the answer in item 2, Pierre and René want a compelling presentation (report) that would convince the parents to finance the test market inventory purchase. Create this for them. Show the cashflow and what you would do with any unsold test market SNOs. 
Requirements
Your assignment is to develop a spreadsheet that creates the information that René and Pierre need. Include separate sheets for input, calculations, reports, and the advice memo. Make cells in the calculation sheet reference cells in the input sheet so that the calculation sheet updates with changes in the input sheet. Use the report sheet to summarize the most important findings for the client. In a one-page advice memo (prepared with a word processor), advise the entrepreneurs about the desirability of the test market deal. Import the memo into a separate sheet.


Details
	Item
GPS tracker
Serial cable
CD-ROM disk

Norauto sales assumptions
Sales price
Commission (what Norauto gets to keep from sales proceeds)
Number of SNOs for test market

Credit card terms
Annual interest rate on unpaid balances (interest is due monthly)
Credit limit, per card
	Estimated Cost
€150
€5
€1


€300
30% of sale price
30


18%
€1000


In Summary:
What I want for Thursday 7th April:
1. A spreadsheet  with separate sheets for input, calculations, and outcomes. It must have THREE sheets. And it MUST update itself correctly.
2. A one page advice memo outlining several possible likely scenarios and their consequences, specifically:
a. How does this offer compare to traditional eBay selling from SNO 1?
b. What concerns might the parents have when approached for a loan?
c. How could the parents’ concerns be addressed?
d. What assumptions might have to be made to complete this case? (interest rate for parents; how long test market will continue).
e. Should you the advisor perhaps use a range of assumptions?
3. A presentation lasting between five and seven minutes summarising the advice memo. Each member of your team must speak.
REMEMBER TO INCLUDE GRAPHS!!!
After the presentation Pierre and René’s representative will ask your team a few questions in English regarding the content of your presentation. Each team will have ten minutes of time in total.
The presentations will be held on Thursday 7th April between 11.20am and 12.20pm. The spreadsheet and advice memo is also due at the same time. The best presentation will be voted on by the class and a prize given!

