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Section A
Question 1

Mr Peterson, a local businessman, is deciding whether or not to start a new business offering a mobile tyre fitting service. He is preparing a business plan that he will eventually present to a national bank in order to apply for a business loan.  Mr Peterson has identified some capital expenditure that he will need to make to establish the business. He is envisaging that the equipment will be used for three years after which he will be able to sell it for 25% of the original purchase price.
High top long wheelbase transit van  £22,000
Portable petrol compressor		£ 2,000
Portable electrical generator		£ 1,000
Tyre fitting machine			£ 3,500
Trolly jacks, racking etc		£   500
Vehicle fitment 			£ 1,000
		Total			£30,000
Calculate the depreciation using:
a) Straight line method 						            	(4 marks)

b) Reducing balance method						 	(6 marks)

c) Discuss the advantages and disadvantages of using the straight line and reducing balance methods.  Which method of calculating the depreciation is likely to be most appropriate for use in Mr Peterson’s business case preparation, and why.

 			(5 marks)
Mr Peterson has incurred fixed costs of £30,000. Whilst running his business he incurs: direct costs, variable cost and variable overheads (eg carcass disposal) taken together produce an average cost of £57 per tyre. Mr Peterson is expecting to change 238 tyres per month.    A finished tyre sells on average for £75.
· Calculate the break-even point				             		(4marks)

· Draw and label a break-even chart 						(6marks)				
				
SECTION B
ANSWER any Two QUESTIONS

Question 2
[bookmark: _GoBack]Thomas Engineering Ltd has decided to invest in new lathes 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 3

a) "Explain the conditions under which a business is able to engage in price discrimination" 										          (17 marks)												
b) Discuss using examples the different types of Price Discrimination that are used in industry.									          (8 marks)			

Question 4

“Organizational change refers to actions undertaken by a company's management to alter some of its components, such as its culture, technology, and strategies. The change is often undertaken to improve performance, adapt to changes in the external environment, or increase operations efficiency.”
a)  How can you motivate and involve people in organizational change?                (15 marks)

b)  Discuss why change management programmes often fail.
           (10 marks)
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