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MfrOO l30lt La.tell Mecham Siii 

Eva:Lua.tion of: tbe proposed Bolt ·Latch mecbam.sm tar "M/700 :U'les indicates 
it will resULt in a :p3.oo i.J:ic:eue in um.t factozy coat (full. alloca.tiou 
basis} iu its first ~ (1?82). For i:gmparis® pwpo11ea, a. l.962 M/700 
''L:i.ne Before" and tbree al.tema.tive "Li.De Arter" results were developed 
'based. on "M/700 cost perlo:mance during the first six months of 1979. 
Theae a.lte:'na.tive:s were: 

l • 

2. 

3. 

Addillg of: the Bol.t Latch meeha.Z11sm Without ad.justi!lg prlcea. 

Ad.ding the Bol.t Latch :mecbarlism. a:nd adjusting prices to md.ata.1n 
the pccent pretaz margin. 

Ad.dizJS the Bolt L&tch meehanism without a.d.1usti::IS l'Zices, bat 
deletinS the slicg a.?ld. swivels i'?'Clll. the :am. e;zoade to ccmpensa.te for 
the incHaaed. cost. 

The results of these evaluations are sUllllllarlled in the attached tabl.e 
which shows weighted average unit prices~ costs, and pretax earnings and 
the :prcject results. This da.ta has been adjusted to anticipated 1982 
price and cost levels • 

As shown in this table, Alternative m is the most attractive in ~:margin, 
earnings, and net ret-urn on i.nvestmeat because it results in a net :reduc­
tion in casts and working capi ta1 requirements. 01l8 cl1sadVantase ot tbis 
al.terna.tive is that AllL and Classic grade ea.rnil:lgs are advel'sely affected, 
and the reaW.ta shown depend on maintaining current ~ mix. 

A1ternative II al.so results 1:A increa.sed. e&nlings, bcwever, its net return 
an 1.mrestment is substantially lower because ot additiona.l working ca:pitaI 
requirements resultiilg :f'ran increased costs and sales. · 

All al.terl:lat1ves requiz'e proj.ect expendituns of $21JSM construction and 
$83M in operations cbuges. Detailed da.ta. for the line before and each 
alternative a.re a.ttached. 

by T. R. .An!:h'ews 
rP.A/mc 
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Retail. Sel11ng Price 

Net Selling Price 

Factory Cost 

Total. Cost 

Pretax Earnings - Unit 
Line 

~ o:f Net Selling 

Project Results 

Pretax Earnings 

Full. Allbcation 
J:ncremeatal 

.Net Earnings 

Fu.l.l Allocation 
Increment el. 

Net Return on Investment 

Full Allocation 
Inc:rementa1 

1982 
Line 

Before 

$ 4ll.28 

220.55 

158.05 

183.75 

36.8o 
$ 5,123 M 

16.'f'I, 

• 
Alternative I 

Without 
Price Adjustment 

$ 4ll.28 

220.55 

161.05 

186.62 

33.93 
$ 4,723 M 

1.5.4~ 

u=~ 

u~~=~ 

Nesative 
Negative 

1982 Line After 

• 
Al.ternative II 

With Price AdJuatment 

$ 419.09 

224.71J 

161.05 

167.23 

37.51 
$ 5,221 M 

16.71i 

lJ: 

* 52M $ll7M 

8.~ 
19 • .,,; 

• --------

A1ternative III 
With Sling Deleted 

From BDL 

$ 4ll.26 

220.55 

155.89 

161.66 

36.87 
$ 5,410 M 

17-6i 

$ 287 M 
f 275 M 

$ 150 M 
$ J.44 M 

202.7'f, 
l.87.C!f, 

,, 

1 ~ 
::a .. m 
m 
::a 
I 

i:I 
::a 
m 
tR 
)> 
r-
m 
::a 
0 
..a. 
0 co 
~ w 
0 


