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There are SIX questions in all

Answer ONE question from Section A

AND

ANY TWO questions from Section B

Calculators must not be used to store text and/or formulae nor be capable of communication. 

Invigilators may require calculators to be reset

Section A Answer One question only

Question 1

Fatco produce part-cooked meals for all of the schools in the Glasgow area. These meals are designed to be sent out to schools and heated up in custom designed microwave ovens. The Meal Design Team of Fatco are responsible for developing new individual meals. Fatco’s strategy is to introduce one new meal every month. At any point in time Fatco have 12 different meal options available to each school. This means that every year the range of meal options is totally changed. Fatco Meal Design Team operate an activity based accounting system, based on 5 different activities. These activities, cost drivers and budgeted rates for 2007 are listed below

Fatco – Meal Design Team - Activity Based Budget Information

	Activity
	Cost Driver
	Budgeted Cost Rate

	researching pupil tastes
	Email survey of 10% of pupils
	£1000 per survey

	developing meal production methods
	Number of trial recipes
	£100 per recipe

	tasting meal prototype
	Number of testing sessions
	£500 per session

	sourcing raw materials
	Number of Ingredients in meal
	£250 per ingredient

	determining the safety of each meal
	Number of lab tests
	£200 per test


The annual activity forecast for the Meal Design team for Fatco for 2007 is listed below:

Fatco – Meal Design Team – 2007 Activity Forecast

	Activity
	Activity Level

	researching pupil tastes
	36 surveys

	developing meal production methods
	24 trial recipes

	tasting meal prototype
	60 tasting sessions

	sourcing raw materials
	120 Ingredients 

	determining the safety of each meal
	144 tests


Required

a) Prepare an activity-based budget for the first quarter of 2007 for the Meal Design team. 

(5 marks)
b) The actual outturn for the first quarter is listed below. Prepare a short report that evaluates the performance of the Meal Design Team. Assume that all costs are controllable by the Head of the Meal Design Team and that during the period only two acceptable new meals were developed.

Fatco - Design Function – Actual Costs and Activity Data for Quarter ended 31 March 2007. 

	Activity
	Cost Driver
	Budgeted Cost Rate

	researching pupil tastes
	10 surveys
	£9,500

	developing meal production methods
	12 recipes
	£1,800 

	tasting meal prototype
	15 sessions
	£6,000

	sourcing raw materials
	20 ingredients
	£5,000

	determining the safety of each meal
	45 lab tests
	£9,000


(20 marks)
c) Following the criticisms of the quality of school dinners in a TV series, Fatco has decided to improve the testing of each meal to include fat content, sodium content, sugar content. This will increase the testing per meal from12 test per meal to 15 tests per meal and the cost per test will increase to £250. In addition, Fatco has decided to only source raw materials from local organic suppliers. This will reduce the sourcing cost per meal to £150 per ingredient. Recalculate the budget for the last three quarters of the year taking these changes into account




(5 marks)
d) Discuss how functional analysis could be used to assist in the meal design process and evaluate whether it would be of use in this specific case. 

(10 marks)
(Total:  50 marks)
Question 2

Suburban Grill has been a reasonably successful restaurant in Glasgow. It has been operating for the past three years but the owner does not feel that they are reaching their potential. Their location has recently undergone a major redevelopment and they are now in walking distance of the new BBC Headquarters and over 1,000 new high value riverside apartments. The owners are concerned about their existing strategy and have assembled the following data. 

Non-financial Information

	
	2005
	2006
	2007

	Total Meals Served
	5,100
	6,200
	6,700

	Regular customers attending weekly
	11
	15
	26

	Number of meal choices on  daily menu
	4
	7
	9

	Reported food poisoning cases
	5
	7
	7

	No of special theme evenings
	3
	9
	13

	Annual opening hours with no customers
	307
	187
	126

	Proposals submitted for special event catering
	17
	29
	38

	Special event catering contracts won
	5
	15
	25

	Complimentary letters received
	4
	3
	6

	Average number of customer at peak time
	23
	37
	39

	Average waiting times at peak time
	47mins
	15mins
	35mins

	Maximum seating capacity
	25
	40
	40

	Weekly Opening hours
	36
	40
	36

	Written complaints received
	12
	14
	14

	Kitchen idle time (annual)
	540
	465
	187

	New menu options developed during year
	8
	27
	11


Financial Data

	Average spend on wine (£ per diner)
	4
	4
	7

	Turnover
	111,500
	124,000
	130,000

	Turnover from Special Events Contracts
	13,000
	25,000
	55,000

	Net Profit
	21,400
	43,700
	57,200

	Value of food wasted in kitchen
	1,900
	3,600
	1,450

	Total turnover of local restaurants
	1,234,000
	980,000
	1,056,000


Required

a) Prepare a SWOT analysis based on the above data for the Suburban Grill.  
(15 marks)
b) Prepare a short report evaluating the performance and future potential of Suburban Grill. 
(10 marks)
c) Identify any additional information you would consider relevant in assessing the future business strategy. 
(10 marks)
d) Evaluate the usefulness of a Balanced Score Card in this context. 
(15 marks)
(Total:  50 marks)
End of section A

Section B answer any two questions

Question 3

You are the Senior Management Accountant of Q & B, a well established manufacturer of a range of conservatories, sheds and garden ornaments. The company’s turnover and profits for the year to 31 May 2007 are forecast to be £100 million and £20 million respectively. The company is divided into 5 Departments – Senior Management Team, Sales Division, Conservatory and Shed Production, Garden Ornament Production, Sales Administrative Staff. 
Q & B products are sold to specialist garden centres by sales staff. The forty sales staff work from home and are supported by administrative and support staff who also undertake telephone-based selling activities. The manufacture of conservatories and sheds is undertaken by 210 assembly staff, some of whom work in teams and others who work on an individual basis. The garden ornaments, each of which is hand finished are produced by 40 assembly staff who are personally responsible for their individual production output. The Directors of Q & B are considering introducing a transfer pricing system to evaluate the financial contribution of each part of the company and they have approached you for advice in this matter.
Required

a) Discuss whether transfer pricing would be beneficial to Q & B.

(15 marks)
b) Explain and evaluate the factors that should be taken into account when designing a transfer pricing system for Q & B.




(10 marks)
 (Total: 25 marks)
Question 4

a)
Explain how financial performance measures can distort a manager’s assessment of the performance of a department.  
(15 marks)
b) Evaluate three management accounting techniques that can be used to improve a manager’s assessment of the performance of a department.  
(10 marks)
(Total:  25 marks)
Question 5

Explain the implications of the different behavioural assumptions held by Kohn, Nelson and Imbermann when designing incentive schemes within profit-orientated companies. 
(25 marks)

Question 6

Discuss the proposition that most management accounting techniques are largely ineffective in dealing with the risk and uncertainty associated with contemporary business activities.



(25 marks)
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