WELCOME 1O

BUSINES
SIMULAT

Presented by:
Alphonso Spence — : p. Bus. & Mgt Consulting
~ViSIting Instructor —Wittenberg univ.

= @ Lecturer — Bluffton University

A Web BasediProcessibyiManmagement Simulation Inc.

(www.capsim.com)




Objectives

Learn as a team to operate a $40 million
simulated electronic sensor business

_earn to make strategic decisions - 3 to 5 years
peyond today

_earn the language of business and its tools
_earn why a business has different departments
_earn how competition affects your results

Be able to work more effectively in a
pusiness/organization

_earn how to learn using the web
ncrease critical thinking skills




Why Simulate

e YOou can make mistakes and
learn

* Try different strategies to grow
the business

* Enjoyable
o« Compresses TIME - can do 8 years of

business in days or weeks




How Does 1t Work?

Form teams of 3-6 participants to run a company
No [imit to number of teams
Practice Simulation Rounds

e Learn process

 Define roles

 Make team decisions

» Debrief sessions after decisions
Complete 8 simulated years of operations
Process is distant learning friendly
Can be a seminar setting or spread over time







The Competition

ANDREWS DIGBY

*6 Companies/Teams

BALDWIN ERIE
1 Product Line - Sensors

No other New Competitors
CHESTER FERRIS

*Each starts competition with $40 Million in Sales
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Low Tech Customers

“I want these sensors to be cheap”

“I want them to have been around
for a while — no new stuff for me!”

“They have to be average
guality/reliability.”

“The technology doesn’t have to
be cutting edge or newest stuff.”

You're
not giving
me what |

want




High Tech Customers

“These sensors have to be
small, like micro, and fast”

“I need them to be right out of
design; I'm talking ZERO years
on the market, not older stuff”

“I'll pay more to get what | want.”

“I like pretty high reliability/quality,
but it’s not that important to me.”

And I'm not
getting what |




A great management tool driven by
forecasts and projections. Allows
“What i1f” Scenarios by the company.

e Balance Sheet
e Profit & LOSS

e Cash Flow

e Financial Ratios




R&D This is where existing products are revised, and new products are
invented (teams enter their decisions in the green cells on each screen).

J File = “iew = Lndo = Strateqy = Proformas = Lask vear's Reports = Help -

Andrews F9900 Research & Development Round 1 - 2005
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Marketing Teams enter prices, promo and sales budgets on this
screen. A/R and A/P policies are also established here.

File + “iew = Undo « Strategy = Proformas »  Last Year's Reports = Help -

Andrews F9900

Marketing

Round 1 - 2005
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Production Teams set their production schedules here. Changes in capacity
and automation are also entered on this screen. When enabled, optional
Human Resources decisions are entered here (if it is not enabled, the entry
cells are yellow).

File = “iew = Undo = Skrakegqy = Proformas = Last ¥ear's Reporks = Help -

Andrews F9 Production Round 1 - 2005
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Finance Managers issue and retire stocks and bonds, and take out short
term (current) debt on this screen.

Filz = Miew » Undo = Strateqw = Proformas = Lask Year's Reports = Help -

Andrews F9900 Finance Round 1 - 2005

Plant Improvements Outstanding Bonds
Total Investments [$000) £0 Series Y Fage  Curent Y zo04 Y
Sales of Plant & Equipment 0 Mumber [$000] ‘ield Close
Common Stock N.052005 967 1052 #101.74
Shares Outstanding [(000] 2,000 12.052007 #1733 1.3 $106.34
Price Per Share 1102008 1122 13.052009 2,600 1.6 #113.07
Earnings Per Share 0.3
Pelan |=sue [F000] 4,752
|zzue Stock [$000] 30
Max Retire [$000) 1,122
Retire Stock [$000] 30
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Current Debt
Interest Fate QEM Long Term Debt
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Cash Positions Long berm ifiterest rate
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TOM: When the optional TQM module is enabled, students can create
initiatives that best suit their strategies.

Eile = ‘iew = Undo = Strategy = Proformas = Lask Year's Reports = Help -

Andrews F9900 TOM Initiative Round 1 - 2005
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Foundation® FastTrack

Page 2 - Stocks & Bonds

FOUMDATION MEMU: = File = Wiew = Undo = Strategy = Proformas = Last Year's Reports = Help =
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Stocks & Barﬂds Foundation FastTrack Fo158 Round &, 12/31/2010
STOCK MARKET SUMMARY
Company Close Change Shares Market Book EPS Dividend Yield PE
Cap ($M) Value
Ancresys $42.55 $49.54 2163516 Faz $24.11 $4 66 $1.63 38% 91
Balhwvin §20.44 §6.03 2,954 703 $&0 Fa02 2.1 000 0.0% 75
Chester §46.44 §27.53 3,357 600 74 72 371 F5.00 10.8% g5
Cighy $3210 $5.58 2,341,003 §7s $23.80 $4.15 $0.00 0.0% Ty
Erie $2366 §1.52 2,334,454 §53 F6A7 200 F0.00 00% 118
Ferris $13.54 $2.18 2,762,801 37 $10.63 $1.45 $0.00 0.0% 93
Closing Stock Price
F50.00 A |
$45.00
$40.00 # —— fndrews
$35.00 —s— Baldwin
$30.00 ——*‘J —i— Chester
$25.00 = ad Diighy
F20.00 —““‘r - Erie
#1500 s i —a Fertis
$10.00 .W_——L——A
$5.00
0,00
2004 2008 2008 2007 2003 2o zim 2mz
BOND MARKET SUMMARY
Company Series# Face Yield Close S&P
Andrewws 10052015 $1,595,495 9.7% $10310 AL
10252016 $4 EE4,000 98% §104 46 A8,
10352017 $2,516,000 9.8% $105.50 AL
9552018 §3,0580,000 9.3% $101 .65 A8
9152019 $4 E11,200 9.2% $99.4 A8,
9552020 $1,144 000 9.3% 101 9 AL
Balcwin 10052015 $2,719,348 101% $99.25 BBB
10552016 §4,422 000 10.4% §101.30 BEB

I»

I IR T

Reveals:

«Stock Price

sEarnings Per Share (EPS)
*Market Capitalization
*Dividend pay shareholders
*Bond Rating (S&P)

*S&P rating of BBB and
higher - considered a good
credit risk

*Rating of BB and below is
“junk” bond rating

16



Foundation® FastTrack

Page 3 — Financial Analysis

FOUMDATION MEMU: + Eile = Yiew = Unda ~ Strategy = Proformas = Lask Yeat's Reports = Help -

Figiancial Analysis Foundation FastTrack F9159 Round B, 12/31/2010 ~| B
Cash Flow Statement Survey Andrews Baldwin Chester Dighy Erie Ferris @
Cash flows from operating activities E 1
Net Income (Loss) $10,079 $8,019 $27 426 $9,721 4,676 §4,017 %
Adjustment for non-cash tems
Depreciation $4.112 34817 6,672 4,999 $4,147 $3,173 m
Extracrdinary gainslozsesiriteaffs 60 $39 50 $0 0 0
Changes in current assets and lishilties 26
Accourts payable 305 Fraz [E31E) ($112) F20 226
Inventary 12,3580 (31,5087 $1 654 1§13 $659 ($1,9400 b
Accounts receivable (5700 (31,378) (§4,996) (632 (812 (F463) 2
Net cash from operations $11 532 $10,469 $30 435 $13,963 9,101 §5,013
Cash flows from investing activities |
Plant improvements (net) (2 B00) ($7,700) $0 ($12,120) ($9,100) ($9,200) %
Cash flows from financing activities
Dividends paid ($3,527) $0 (19,268 $0 (%] 30 =
Sales of common stock $a72 $1,694 50 $2 666 $2,002 2,024
Purchase of common stock (53 693) $0 50 (F3.127) [F1,554) 0 @
Cash from long term dekt izsued 1,144 3,388 50 $5,333 $4,004 4,048
Retirment of long term debt (F2,790) (53,0000 (52 500) (26000 (F2,600) (F2,6007 é
Change in current debt 0 30 $2.350 $2 500 2500 §2 600 =
Met cazh from financing activities 155,232 F2,0582 (F19,508) $4,872 $4.119 §5,072 =
Het change in cash position $781 4,851 $10,930 $6,715 $4,120 1,585 i
Closing cash posttion $21 088 $7 765 $10,930 $18,054 $14,472 §2,352
Balance Sheet Survey Andrews Baldwin Chester Dighy Erie Ferris
Cash $21 083 $7 765 $10,330 18,084 14,472 $2,352
Accounts Receivable $7 333 5,424 $24 235 5572 $5,102 $6,309
Inwertary §E.238 35,331 19126 11,439 §2,051 $11.234
Tatal Current Assets §35.239 J24,320 §i34 291 §i35,096 $21 623 §19,945
Plant and ecuipment $61, 620 $72,250 $100,080 $74,920 $62,200 $47 500
Accumulated Depreciation [$21 9657 [$22138) [$28 039 (522 8510 (19,879 [$14,453)
Total Fixed Assets $39,715 $a0,112 72,041 52129 $4231 $33,117

:4 Start cEe|

[Tz-[@wm [Ac @t

mn (6w

www.trinity-corporation.com

Reveals:
 How much cash we have

» Where cash is going to and coming
from

e Numbers in ($XXX) “sucking” out
cash

» Too much inventory can cause a
costly emergency loan

» Too much equipment purchases
without a funding plan causes costly
emergency loans

» Large amounts of Plant and

Equipment $$ may mean you are
trying to have low cost or adding new
products

* How you stack up against
competition
17



Foundation® FastTrack

Page 4 — Production Analysis

‘ FOUMDATION MEMU: = Eile = Wiew - Undo ~ Strategy = Proformas + Last Year's Reports = Help =

Reveals:

Produbtion Anaysis Foundation FastTrack F9159  Round 6, 12/31/2010 ~m ¢ How much of the time you are
Capacity vs. Production [% 1
0 500 1000 1500 2000 2500 F000 FEOQ 4000 E | O pe ratl n g yo u r faCtO ry
Andrews | 4, .
Baldwin % m ¢ How much automation your
i
Chester % | | é product process haS Versus your
i %_I—' @ =y
Digey 2 Competltlon
Eria M
&
e —— %  Compares how many sensors you
Production Information E and competition can make
Mame Primary  Unitz ~ Unitzin  Revision fige MTEF Pfmn  Size Frice Paterial Labor  Contr 2:109:::5 mation E:EIZ; Pllapt @
Segment  Sold  Inventory Date Dec. 3 Coord  Coord Cost Cost Marg. lime Rent Fround Lltiliz.
Fous & eCompares how many sensors each
Able Low 759 % 2z55epl 18 18000 73 121 3500 §0083  $749  49% 05 57 800 92
Apple Low 972 82 28.Sepl 16 9500 @8 N2 $IR00 41296 $B32 4k 30% 57 8 T2g -
Angel Low 818 195 ESepil 10 000 94 06 $3500  $M54 S0 27 8% 50 600 1803 com et | tO r I’Od uces compa red tO
1
Baker High 751 2 25-Aug0s 25 2500 104 0F  £3499  $1853  g848 2au 05 55 o7 gz ou
Best Low  E25 0 22Mapn 32 SO0 TO 132 3389 81§40 46M 05 50 77E g2 y
Betsy Low 6Nt 54 25Ma08 28 18000 65 NG £3489  $995  $a92 0% e 45 600 100z
Bald High 73 126 Tukin 10 22000 121 91 $4493 #1882 $22 30w 43w 40 &m0 1423 .
Cake Low 1471 7 24Octns 33 0000 7E 15 $3500  $mE2  §145  Bam 7MM wo 70 1705 ° S h owWs h ow muc h Inve nto ry
Cub High  EES 155 24.duneil 14 26000 120 80 $4500 42049 4593 40w 99w 400 1933 ] -
Coast High 777 865 13Mowll 1 28000 120 80 $4E00  $2049 #2148 0% no 560 3% _ com pet | to s h ad com pa red to yo u
Ciub Low 1188 0 28Mars 23 20000 B0 120 $3500  $MS5  $150 B2 99 0o &0 193
Daze Low 295 22 24-duk 14 9500 &7 N3 3485 $127E $T28 4k 19% 67 &0 175
Dabhie Lew 707 05 23Mown 19 8000 80 124 $3385  $I065  $ETS  Mx 19x 57 EAD 175 ° S h OWS Wh orano ut Of Sensors an d
Dude High 520 1“2 26Mapin 15 2000 02 98 $466 #1603 $a62  aAM 05 52 EAO a7

e, BB E @1 @ [Gw o R missed sales opportunities

www.trinity-corporation.com 18



J FOUMDATICN MEML: = File = View = Undo = Strategy = Proformas = Last ¥ear's Reparts = Help =

20

| Marke!;t Segment Analysis  Foundation FastTrack Round 6, 12/31/2010 =~
Low Tech Statistics
Tatal Industry Unit Demand 8,029
Actual Industry Unit Sales 8,928 Andrews
Zegment % of Total Industry 55.1%
Growth Rate 10.0% Baldwin
Customer Buying Criteria Chester
Expectations Impartance Diigh
1. Price $15.00- 35.00 1% o
2. Aoe ldeal Aoe =30 29% Erie
3. Reliahilty WTEF 14000-20000 1%
4., Pozitioning Pfimn 7.8 Size12.2 9% Ferriz
14 00z
Market Share Actual Us. Potential O Actual W Potential

18
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Reveals:

* How much you sold

» Competitive info

* How customers like products
» Missed sales opportunity

* If you build enough inventory
to avoid missed sales

* Your products’ market share
compared to competition

* Price range, product age,
reliability, size, speed
customers want

* Size of market in units



Foundation® FastTrack

Page 8 — Perceptual Map Reveals:

» Where all products are competing

FOUNDATION MERU: + Eile + Wiew = Undo = Strakegy = Proformas = Last Yeat's Reports = Help - ‘

Perceptual rvﬂap Foundation FastTrack Fa159 Found 6, 12/31/2010 Zg . The more pI’OdUCtS, the more fierce
’ =z the competition
%
" > Products designed outside the dotted
Low Tech Segment qz circle produce no sales
1 J‘,r"’d"“ q““‘*x\ ==

)+ Products designed inside the solid
circles have higher sales than in
between the two circles

b ® o e

 Products that straddle the fence
between segments may be sofa-beds:
not great sofas, not great beds.

[y

*Products positioned at the trailing-
edge of any given segment will have
lower material costs than they would
R B e o B O e sae e - have at the leading-edge or center of
the segment (given an identical MTBF
rating).

www.trinity-corporation.com 20



To Do List

Establish business strategy for your company

Analyze Reports from Foundation FastTrack to see
Industry results after your decisions

Make tactical (short term) decisions across each
functional/departmental area (align to strategy!)

Upload your team’s decisions and confirm on the
website

See results after Professor processes all team
decisions

Rejoice in the great job you did against competitive
pressures

Begin the process again by looking at your last
round’s/year’s results and making new decisions







