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INSTRUCTIONS TO CANDIDATES:

Candidates must answer all parts of section A and any two questions from section B.

Calculators can be used and all working must be shown.


Section A
Question 1
a) Becketts Ltd need to purchase four new vans for their service engineers.  The vehicles will cost £90,000 and will be replaced after three years when the residual value will be £25,000

Calculate the depreciation using the
(i) Straight line method 							(3 marks)
(ii) Reducing balance method 						(9 marks)
(iii) Comment on your findings 						(4 marks)

b) Wren Cables Ltd produce a range of cables and extension leads.  Their new range of converter cables and leads are selling very well and the company wishes to maximise their profits.  Discuss two pricing methods the company can use in order to maximise their profits.
(10 marks)

c) Briefly describe to the Managing Director of Wren Cables Ltd a suitable approach to new product development.  
(14 marks)  
Section B
Question 2

Logistics is an integral part of modern business operations but unfortunately it is frequently neglected.

a) Fisher Foods Ltd processes vegetables, fruit, fish and meat at a number of sites across the UK and is looking to build a new national distribution centre.  The locations of these sites and the amounts supplied/demanded are shown in Table 1.

Determine using the centre of gravity technique the coordinates where they should start looking for a suitable site.  Comment on your findings.

	Location
	X – Y Coordinates
	Demand (units)

	Site 1
	95, 12
	63

	Site 2
	87, 41
	75

	Site 3
	10, 80
	76

	Site 4
	75, 32
	41

	Site 5
	80, 63
	22

	Site 6
	58, 91
	30

	Site 7
	14, 63
	34

	Site 8
	16, 20
	52


(15 marks)
b) Discuss what factors the company should consider when looking for a suitable location for its distribution centre
(15 marks)
Question 3
The management of change in modern business is essential in order to remain competitive.

a) Explain using examples why businesses are often faced with having to change the ways they operate.
(15 marks)

b) Describes how the phases of change model can be used as a mechanism to implement change within a business.
(15 marks)

Question 4
Gearstone Ltd has the following costs; setting up machinery £12,000, purchasing materials £5,000, in-house testing £8,000 and sales expenses £8,000.  The selling price is cost plus 30%.  There is also the following information.
							
							     Product
							A		B
Direct materials				      £15,000	      £12,000
Direct labour					      £25,000	      £36,000
Number of machine set ups			    40		    50
Number of purchase orders		          3,000	          2,000
Number of in-house tests				  300		  400
Number of sales orders processed	        10,000	          6,000
Number of Products				         20,000	        15,000

a) Calculate the activity-cost driver rates for each activity.
(4 marks)

b) Determine the cost of making a single unit of product A and B
(16   marks)

c) Calculate the selling price of products A and B using the answer from (b) and assuming a 30% profit is required.
(4 marks)

d) Discuss two ways in which the company can reduce its costs based on the data given above.
(6 marks)

Question 5
Morgan and Williams Ltd build a range of control equipment and are faced with a number of financial decisions that they require answers for.

a) The company supplies three products X12, X24 and X36 of which X12 and X24 have been making reasonable profits, but X36 has been losing money for a long while.  The directors are considering whether they should stop supplying product X36 or not.  The company has fixed costs of £50,000.
Calculate the profit the company will make with product X36 and without product X36 using the data below and determine the best option.

Product		  X12	 X24	 X36	Total
			£000	£000	£000	£000

Sales		    55	  120	   90	  265
Variable costs	    30	    70	   75	  175
(9 marks)

b) The company also manufactures control gear for fluorescent lights and has fixed costs of £600,000.  Variable costs are £12 per unit and the company can produce 90,000 units per annum.  The finished product sells for £45 per unit.

(i) Calculate the break-even point
(4 marks)

(ii) Calculate the margin of safety at 40,000 units
(4 marks)

(iii) Explain what fixed and variable costs are using examples to support your answer
(4 marks)

(iv) Calculate the profit if the annual output falls to 80%.
(7 marks)

(v) Define what is meant by the term direct costs.
(2 marks)
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