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Question 1

AddTi Ltd are considering investing in some additional tooling to enhance their business producing low volume complex titanium components using additive technology, for aerospace and motorsport companies. AddTi are considering two alternative approaches. Option A has an initial investment of £44,000 and option B has an initial investment of £33,000. The tooling for both options will be scrapped and have no value after 4 years. The finance department have calculated that the following cash flows can be expected for the 4 year duration of the projects.

	Year
	Project A  (£)
	Project B  (£)

	0
	(44,000)
	(33,000)

	1
	14,000
	11,250

	2
	18,000
	09,750

	3
	24,000
	12,000

	4
	8,000
	16,000



a) Calculate the payback for each project in years and months			(4 marks)

b) Calculate the Annual Accounting Rate of Return for each project		(3 marks)

Present Value Factors
	Rate 
	12%
	13%
	14%
	15%
	16%
	17%
	18%
	19%
	20%

	Year
	
	
	
	
	
	
	
	
	

	0
	1.000
	1.000
	1.000
	1.000
	1.000
	1.000
	1.000
	1.000
	1.000

	1
	0.893
	0.885
	0.877
	0.870
	0.862
	0.855
	0.847
	0.840
	0.833

	2
	0.797
	0.783
	0.769
	0.756
	0.743
	0.731
	0.718
	0.706
	0.694

	3
	0.712
	0.693
	0.675
	0.658
	0.641
	0.624
	0.609
	0.593
	0.579

	4
	0.636
	0.613
	0.592
	0.572
	0.552
	0.543
	0.516
	0.499
	0.482




c) Calculate the Net Present Value for each project using a discount factor rate of 13%.
(7 marks)

d) Comment on your finding stating which project you would select.
(2 marks)

e) For Project A calculate the Internal Rate of Return to the nearest whole %.
(7 marks)

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


Question 2
Gambel Ltd is a well-established engineering company manufacturing gaskets and seals for use in valves and pumps predominantly.  The company has a well-established workforce many of whom have worked for them for over 25 years.  Attendance, holidays and sickness have been recorded manually by the relevant section supervisor and now the company wants to move to a new electronic system.

You have been employed by the company as the new factory manager and have been tasked with preparing a report as to why this change is needed and what issues will need to be considered to ensure that the change takes place smoothly.
(25 marks)

Question 3

Digico Ltd are installing a new SAP information system to keep track of their stocks and control costs. Their workers work 8 hour shifts. You have been employed by the company to manage this project.
“A good leader will use different aspects from a range of leadership styles to achieve the objectives of the organisation.” Explain, using examples, why this is a valid statement.
 (25 Marks)

Question 4
As well as the SAP information system software, Digico Ltd have ordered new computers and will need to train their staff on the new system. As the project manager you need to provide a high level work breakdown structure and a critical path analysis network diagram. (25 Marks)
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