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Question 1
PETSS manufacture a range of flow meters for a variety of applications primarily in the food and chemical industries.

a) A new digital meter is about to be launched and the company needs some financial information to ensure the product is priced correctly.  It is estimated that fixed costs are £900,000, variable costs are £45 per unit and the company can produce 80,000 units per annum.  The finished product sells for £90 per unit.

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

(ii) Draw a break-even chart that shows the company’s current situation.
(4 marks)

(iii) Calculate the profit/loss if the annual output falls to 70%.
(7 marks)

(iv) Define what is meant by the term direct cost.
(2 marks)

b) PETSS also produce a range of pressure gauges and currently sells three products AB7, AB14 and AB21.  AB7 and AB14 produce reasonable profits, but AB21 has been losing money for the last five years.  The new sales director wants to stop manufacturing AB21.

Using the data below calculate the profit the company will make with product AB21 and without product AB21.  Suggest the best option for the company.

Product		AB7		AB14		AB21		Total
			£000		£000		£000		£000
Sales		  170		  175		  115		  460
Variable costs	 105		 120		 125		 350

Fixed costs are £80,000
(8 marks)


Question 2
To remain competitive in today’s world organisations need to be able to adapt and change to variety of situations as and when they arrive.

a) Discuss what factors can create a situation where change is required.
(8 marks)

b) Explain the six requirements that are necessary for effective change management to happen
(12 marks)

c) Describe concisely what factors can cause resistance to change.
(5 marks)

Question 3
The key to any successful project is planning, however, many organisations fail to realise the value of a project plan in saving time, costs and issues that arise.

a) Concisely explain the ten essentials of project plans.
(15 marks)

b) Discuss the skills/traits that successful project managers need to develop.
(10 marks)



Question 4
Build rite produces concrete structures and has the following operational costs: machine set ups £18,000, ordering materials £8,000, inspecting products £4,000 and sales order processing £10,000.  The following information is also available regarding costs and set-ups for products AX and AY.

						   AX		    AY
Direct materials				£22,000	£18,000
Direct labour					£30,000	£22,000
Number of set ups				         25	         45
Number of orders placed			       600	       350
Number of inspections			       300	       150
Number of sales orders processed		       600 	       350
Number of products			 	       800	       500

a) Calculate the activity cost driver rates for; (i) the number of set-ups; (ii) number of orders placed; (iii) number of inspections and; (iv) number of sales orders processed.
(2 marks)

b) Calculate the total overhead costs for products AX and AY.
(8 marks)

c) Determine the individual cost of products AX and AY
(8 marks)

d) Using the values obtained from part c) calculate the selling price of products AX and AY if the company wishes to make a 40% profit.
(4 marks)

e) Explain concisely what is meant by the term cost centre using examples to support your answer.
(3 marks)
