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Answer all questions

Calculator is permitted

01. JK Ltd is a light engineerrng company which produces a range of components'

machine tools and electronic devices for the motor and aircraft industry. lt employs

about 1.OOO people in 12 main divisions, one of which is alarm systems division

Alarm systems Division 's ' "

JK Ltd produces two types of alarm system, one for offices and homes (X) and the

other for motor vehicles (Y), on the same equipment. For financial reasons tt ts

important tc minrrnize the cost of productron Tc match the curreni stock and ciemand

posrtion, at least 100 alarm systems in total are requtred each week*but the quantity of

one type must not exceed twice that of the other The inputs hecessary for the

manufacture of one alarm system are given bellow, together with the availability of
,d"

resources each week

Time: 03 Hours

Type

X

Y

Total available each work

Required:

State the cbleciive

and use a graPhicai

Planting

3 feet

2 feet

420 feel

Circuitry

4 units

B unrts

800 units

Assembly

20 mtns

B mins

34 hours

The Management Accountant estimates that the unrt costs of produciion are Rs 100 for

X and Rs BO for Y Past experience suggests that all alarms can be sold

functicn and the constraints for the pr,lduction of aiarm systems

methcd to find the optimal product mtx.

(Toial 20 tularks)



02. A business is constdertng a

investment of Rs 40,000 tn

would have a scrap value of

inflows as follows:

Net cashflow

16,000

20,000

'12,000

12,000

10,000

The companY has a

also provide average

Required:

Advise the comPanY

target payback perrod of 2 5 years and new prolects

accounting rate of return of at least 15% p'a'

prolect wlttcll worrlrl llt:il lr y|;ll:; ;tttrl ltltvC 'ttt tnittal

rnachirrery At tlrc t:nri tr1 lltr: Ito1,rr;1 tllr: ttt;lrlllttlrlry

Rs 4 000 f llc- llrrlltlcl wot tlt I Pt tlvtt h' ;ttltttt;tl ttt:t r:;tsll

are as follows

60 million

6 years

12 million

5 million

Year

1

2

3

4

5

on whether this project meets the company's targeis'
" (06 Marh)

ii. Movefirst is a profitable international pharmacetrtical conipany that develops

l,r,i,irr {,,i ,tr{i trr;rrl.,.r,lr; rlrrrry., llr,rl ,u,' lrr.r'rr:;r:ti ,l:, ill(:tli,,,tit,ltty I lltl llll;lrtttaceuttcal

Irrcluslry lras growrr raprdly attd faoes challenges in preventing and controlling

environmental pollution Over the past few years, there has bkn g

pressure on the industry from government, sharel-rolders and other stakehol

to impror/e its environmental management performance. Movefirst has taken

proactive approach to environmental management and has invested signi

resources introductng pollution prevention and clean manufacturing practices

its operation in order to reduce waste and minimize negatlve envlron

trnpacts The company has used marketing and adrrertising campaigns to de

an image as a company that is at the cutting edge of 'green' technology As pad

its enir!ronmental management orogramme Movefirst is considering rnvesting tn

new system that will significantly reduce hazardous emissions and waste

The estimates for the proposed investment

lnitial investment

Useful life

Residual value

Annual income ftom sale of recllclec wasie



Annual savings in waste disposal costs 5 5 million

Annual fixed malntenance costs per annum 1 5 million

other annual fixed operating costs per annum (includrng depreciation) 10 6 million

Depreciation of the initial investment will be calculated usrng the straight line

method and has been rncluded in other frxed operating costs

The company,s financral director has provided the following taxation informaiion.

.Taxdepreciation.'25o/operannumoftheinitialinvestment(straightline

method).

. Taxation rate 30% of taxable profits

The company uses a cost of capital of 12o/o per annum to evaluate projects of this

type. lgnore inflation'

t present value as the

( 14 M'rrk:;)

(Stal 20 Marks)

Name ffre six primary business functions that make up the value chain and briefly

describe each.
(05 Marks)

for financial

can make on

1fltr Mrrkc,\

iii. Y0rr h;lvr-. crlller:tt--cl lirC followinr'; tnforttt;tltotl lol lllr'llrtll & lil{} ocltttJt;ttty

llr:rn llr:<ltlttttlrr; ol 1lr:ttot! I tttltltr; ol pr:ttotl

Required:

Evaluate the investment in the'proposed system using

basis of Your evaluation

Why is working capital a particularly imporlant area of concern

managers? Briefly explain the impact work'ing capital management

profitabilitY of an organization

ne

]. i.

1

ll.

IrrvctrtolY (lis ;

Accounts receivable (Rs )

Accounts PaYable (Rs')

500 L)u0

1 60 cc0

27C.000

i 00 000

240,000

480,000



I

Credit sales forthe year just ended were Rs.5,000,000, and cosi of goods sold

was Rs 3,000 000

Required:

a) How long does it take Bret & Lee to collect on its receivables?

b) How long does inventory stay around before it is sold?

c) How long does it take Bret & Lee to pay its suppliers?

d) Calculate the operatrng cycle and cash cycle of the company and comment

the working capital management of the company.

(10 ma

(Total 20

04. i. The following estimates of activity times (in days) are available for a small pr

Activity Optimistic Most Probable Pessimistic

A 4 50 h

B 6 9.0 10

U 7
7tr 11

D 7.
.-;- --

o

9.0 10

E 70

F q 60 7

Required:

a) Corrpute the expected activity completion times and variation for each

b) An analyst determined that the critical path consists of activities

compute the expected project completion time and the variance

c) calculate the probability of completing the project within 25 days.

it. OiTice nutomaiioi't pic OeveiopeU a pioposai foi ir-rtiociucing a nevv coi'll

office system that will improve word processing and rnteroffice communicat

a particular company contained in the proposal is a list of acttvities that

accomplished to complete the new office system project. Use the

relevant information about the activities.



Descriptio

Plan needs

Order equip

lnstall equipme

Sei up tEanlns

Test system

n
lmmediate

Predecessor

Times (weeks) Costs (Rs.'000)

Norrnal Crash Normal Crash

10 o .AJU 70

ment A U 6 120 '150

rment

lng irb

B 10 7 100 160

A 7 o 40 50

nrng D 10 o() 50 -7tr

C,E J aJ bU

Required:

a) Develop a project Network.

b) What are the critical activities, and what is the expected prolect completion

time?

c) Assume that the company wants to complete the project in six months or 26

weeks. What crashing decisions do you recommend to meet the desired

completion trme at the least possible cost? j
d) What added prolect cost is required to meet the si4 months completion time?

/,{,i n,l^-r-^\
\ ra tYtctll\5,

.(Total 20 Marks)
t

/r

D

05. i. ln a plant layout of a factory, it is required to install fotjr machines Mr, Mz, Ms, and

V, fi a machine shop. Due to limited space, machine M2 cannot be installed at Ss

and Mo cannot be installed at Sr. The cost of installation of machine Mi at location

S, is given below (in rupees).

trl

iiz

1S

rct

cwi

Mz

Mr

Ma 1400

900

1 '100

800

900

704

800

Required:
Find the optimal assignment schedule

{08 Marks)



a

ii. The ldeal Furntture l)l (l ttt;ttrttl;tr;ltrtc:' rtlrri sells lrigh quality furniture in Srr Lankal

The company lras tltrt:c llrr;lorrl; lor.;rlcti ttt tltrlll areas of thc cottntry whereasth(

three wafettorrscs;ltt: lt;rt;llcrl tn littrr(: lllillol t;tttcs tlf tltt: r;OtltrIty Atr CsttrlrateOl

the montirly protluctrt.rrr t;lrplrt:rty:lt t:;tr;lt lltt;lrtty ltlt.;tttott .tttti .ttt csttrtlate of th(

nuntber of frtrnrlure tltirt rs rrt-,crlt.:r,i t-';tttlt tttrltltll;tl t:ltt;lt tll tltc tlrree warehoLrsei

are sirown in the following figure

Factory Capacities Transport Routes Warehouse Requirements

Warehouse - W1
300 Units

Factory - F1

100 Units

Warehouse - W2
200 Units

Faclory - F2
300 Units

Warehouse - W3
200 Units

Factory - F3
300 Units
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Present Value and Future Value Tablcs

Table A-3 present Value lntercst Factors for One Dollar Discountcd at k Percent for n Pcriods: PVIF Til- 1 / (1 + k)tl
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