Professor Jack Baldwin LeClair

Private Sector Compliance with Public Regulation - LSLW 579

Final Examination

Scumron Inc. is a very large international company. It began as a family owned business in 1949 making shoe lace ends (aglets). The company went public in 1978. The last manager who was a family member left office in 1989. Since then the company has had eight new CEO's. The latest board member, Lenneth Kay, has promised to take the company where it has never been before. The number of board members was nine. All board members serve on interlocking boards internationally. Kay has increased the number of board members to fifteen. He has served on boards with ten of the current fifteen. Kay has proposed buying ten new companies in the following areas: telecommunications futures, securities, sporting goods futures, hospitality futures, transportation, biochemistry, silicon chip futures, and electronic publishing.

The company's human resource policy, as you might imagine, is to hire only the very best. They target Ivy League graduates. They promote from within by expected performance. The company policy is: "Get the best and let them run with the ball".

In addition, the company has a $10,000,000.00 cash reserve. Recently, G. Loon Snickens, a takeover expert, has targeted Scumron for acquisition. Kay and his handpicked team of executives have suggested a strategy of increasing company debt five fold. They have proposed termination packages for all top executives in the tens of millions of dollars in the event that the acquisition succeeds.

You have been hired by a third stock holder. He holds twenty percent of Scumron at present. He has asked you to analyze the company in its current configuration and to recommend changes both now and in the future that will insure transparency, accountability, profitability, and stability.
You have until the ___________________ to submit your memo.
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