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To: The Chief Executive Officer
From: 
Recommendations for Cash Generation to Improve Stockholders’ Equity
Stockholders’ equity is directly related to the amount of funds vested in the business cooperation. It is the resulting amount after total liabilities are deducted from a firm’s value of assets, primarily financial assets. Therefore, stockholders’ equity can either be increased or reduced depending on a company’s financial situation.
In an aim to increase cash flow within an organization, stocks and bonds among other sources such as profits earned from business dealings, investors, and the inclusion of credits play a central role. However, stocks provide cheapest source of funds. In order to generate cash, an organization may go for issuance of new stocks, convertible bonds or the reissuing of treasury stocks.
[bookmark: _GoBack] In times of financial crises, an organization can either decide to go for credits to boost their financial situation or sell stocks to generate more income for business operations. As much as credits can help build the company, it comes as a liability since the company has to start setting strategies to clear the debt. As such, there is reduced stockholders’ equity in the organization because it is budgeted in the clearance of outstanding debts. However, bringing in revenue through stocks creates additional financial assets for the organization. Avoiding debts also improves an organization’s credit rating which creates an idea of proper financial management in the market, a key factor in the attraction of investors. For instance taking into consideration Papa John’s which has 32, 545 outstanding common stocks all of which have played a role in providing funds for the organization during issuance.
However, issuing new stocks, especially common stocks can prove to create a negative impact to the organization. This is because common stocks carry with them the voting rights of a company diluting the authoritative control of an organization over its duties or activities. It therefore preferred to offer preferred stocks which do not carry with the ownership rights and in addition offers the organization a right to repurchase the shares at their own discretion.
Treasury stocks create an impression of more equity within the organization, therefore being dispensed to buy back treasury stocks. These stocks in most cases are bought back at a lower cost than they were sold, creating a profit for the organization right from the onset of the transaction. Reissuing these stocks can also create the same effect of profit as they will be issued at higher costs. However, it may create an impression of financial instability within the organization. On the other hand, convertible bonds on the other hand benefit the organization by their hybrid properties, which makes them sensitive to changes in interests, price of underlying stock and issuer’s credit rating. Papa John’s boasts $741, 724 worth of treasury stocks and still selling. This figure depicts the stable financial state of the organization.
Conclusion.
Stocks provide cheaper alternatives in fund generation compared to other sources such as credits. Although, common stocks can prove to be harmful to an organization’s governance in comparison to other forms such as preferred stocks and treasury stocks.
Recommendations.
Common stocks can be issued out to stockholders to fund operations within an organization. For example, Papa John’s International, Inc. has sold stocks worth $8.5 million which provides required funds. This is the same case with preferred stocks since the stocks are exchanged for cash ($2.3 million) in the case of Papa John’s.
Reissuance of treasury stocks improves the total outstanding stocks of an organization, increasing the number of investors for the company. For example, a company had 500 issued shares, each worth $10. It then bought back 250 shares when the cost had dropped to $7. When the price of stocks shoots, it reissues the stocks at $10 dollars. In this case, it makes a profit of $1500.
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