Question 2
Stuart Engineering Ltd has decided to invest in some new milling equipment for their machine shop.  The initial capital investment is £200,000 and the company has selected three potential projects to evaluate.  The anticipated cash flows for each project is as follows: 

Year	Project A	Project B	Project C
	     £                      £                      £
   0	(200,000)	(200,000)	(200,000)
   1	   80,000	   60,000	   70,000
   2	   50,000	   50,000	   60,000
   3	   45,000	   50,000	   50,000
   4	   40,000	   60,000	   60,000

a) Calculate the payback for each project in years and months.
(9 marks)

b) Calculate the net present value for each project using a discount factor of 10%.
(9 marks)
Discount factors at 10%
Year	Discount factor
   0	       1.000
   1	       0.9091
   2	       0.8264
   3	       0.7513
   4	       0.6830
5              0.6210

c) Comment on your findings stating which project you would choose.
(3 marks)


d) When making capital investment decisions evaluate two factors that should be considered as part of the decision-making process.
(4 marks)




Question 4

Admiral Jones Ltd produces a range of thermoset plastic products for industrial use.  It has the following costs; setting up equipment £28,000, purchasing raw materials £11,000, testing and inspection £16,000 and sales costs £14,000.  The selling price is cost plus 25%.  The following additional information is provided for two products.


Direct materials			£35,000	£46,000
Direct labour				£45,000	£56,000
Number of set-ups			          80	          70
Number of purchase orders		     5,000	     7,000
Number of tests and inspections	        500	        700
Number of sales order processed	   10,000	     6,000
Number of products made		   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 K and Y.
(16 marks)

c) Discuss two ways in which the company can reduce its costs based on the data above and figures calculated.
(5 marks)

Question 2

The key to successful project management is planning.  However, many organisations fail to realise the value of project planning.

a) One of the key aspects of project management is how risks are managed.  Analyse five ways in which risks can be managed in projects.
(15 marks)

b) Project managers use a broad range of terminology when explaining the status of a project or planning a new project.  Describe concisely what is meant by the following terms used in projects.

(i) Milestones 								(2 marks)
(ii) Tolerances 								(2 marks)
(iii) Dependencies 								(2 marks)
(iv) Scheduling 								(2 marks)
(v) Critical path 								(2 marks)
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