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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

Law at Work (LAW) is a law based consultancy business that operates by providing seminars to major employers about the implications of changes in employment legislation, environmental legislation and corporate social responsibility for example the new Act against age-related discrimination. LAW has decided to enter into a one year renewable contract with the leading 8 Universities in Scotland (negotiated via the Scottish Executive) to hold educational seminars throughout Scotland. Law has previously worked with the Scottish Executive and a number of individual Scottish Universities and has a good relationship with all parties. 
The Scottish Executive has offered LAW a choice of four different contracts, each of which relates to seminar rooms of differing sizes. These contracts vary depending upon the capacity of these rooms. LAW charge an all-inclusive fee of £80 per delegate at every seminar throughout the year. The cost of each contract and room capacity is shown in the table below.
	Contract Type
	Capacity per seminar
	Cost per seminar (£)

	A
	100
	6,000

	B
	200
	10,800

	C
	300
	14,400

	D
	400
	16,000


LAW must decide in advance of the forthcoming year which size of seminar room to contract for. It is not possible to contract for different seminar room sizes with different universities. Due to rapid growth in interest regarding environmental issues, corporate social responsibility and the large amount of forthcoming legislative changes, LAW has decided to hold one seminar every week at each of the universities. Sometimes LAW can persuade a Scottish Executive Minister to attend and speak at a seminar, on other occasions they will persuade a leading academic to attend and speak at a seminar. The rest of the time the speakers at the seminar are LAW employees.

LAW has estimated the following frequency regarding seminar presenters.

	Category of Speaker
	%

	LAW Employees only
	20

	Academics and LAW Employees
	50

	Scottish Executive Minister and LAW Employees
	30


Market Research had indicated that where Scottish Executive Minister is in attendance, LAW can be reasonably assured of selling 400 seminar places. Where an Academic is present then sales forecast are 200 seminar places. LAW only expects to sell 100 seminar places where it is conducted by LAW Employees only.

Required

a) Advise LAW on the type of contract that they should undertake with the Scottish Executive, using the criterion of expected value. Your answer should show the expected annual profit of each of the decision options.   
(20 marks)

b) Discuss the reliability of your recommendations to LAW as to which contract to undertake.







(15 marks)

c) Discuss whether a Scenario Planning approach would improve the quality of the advice provided to LAW in this specific case. 
(15 marks)

(Total: 50 marks)

Question 2

Managers at Eco-Oil’s Clydebank refinery plant are currently considering how to respond to a tightening of the regulations on waste water emissions. As a group Eco-Oil have a special contingency reserve that individual plants can apply to for funding environmental projects. In the past priority has been given to projects that do not meet the normal project appraisal threshold of a 5 year payback. Plants within the Eco-Oil group are given a high level of autonomy and their annual budgets incorporate an allowance for investing in capital projects up to £100 million. Normally Plant Managers try to avoid using their capital project allowance and wherever possible seek central group funding for projects.

The two options being actively considered:

· Waste minimisation programme (Wmin) , that will cost £50 million. This project will meet and most likely exceed all predictions for future environmental regulations and produce annual resource and energy efficiency gains of £10 million for at least the next 10 years. However, this type of project has never been undertaken on such a large scale and managers are uncertain of all the possible consequences of this project. Risks of considerable production disruption are anticipated and the outcome cannot be predicted with certainty. However, if this project was successful plant emissions would fall to almost zero and eliminate any future environmental contingent liabilities linked to their liquid emissions. 

· Activated sludge system(ASS) costing £40 million, built in one year but incurring additional annual running costs of £2 million. This would be  ‘state of the art’ technology based on development work by a US refinery within the group, the first of its kind installed in Europe. This proposal would meet current regulations instantly and may be able to be upgraded (at additional costs) if there were changes in environmental laws. Whilst the plant would not break any laws, some controversial pollutants would still be emitted running the risk of future legal actions from employees, community and pressure from environmental pressure groups. This plant would effectively comply with external emissions from the plant, but would not deal with operational ineffiencies that  contribute to the plant’s environmental impacts. This programme would almost certainly qualify for funding from the central contingency reserve for the capital costs. 

Additional Information

As a multi-national oil company Eco-oil are constantly under pressure from environmental campaigners and are always up for ‘good’ eco-news stories that stress their efforts in managing their environmental impacts. This pressure has made managers throughout the organisation very sensitive to the possibility of environmentally related accidents and seek to avoid any breaches of environmental regulations. Other oil companies have had negative publicity for environmental investments that improve their profitability and actions that ‘hurt’ company profits are well received. 

Managing external relations costs Eco-oil a lot of money and managerial time and effort and so the publicity value of different projects is important to the company.

Required

a) Calculate the payback period for both options and advise whether they meet the normal capital investment criteria.






(5 marks)
b) Construct a Multiple Criteria Decision Model to help managers with this decision process. This model should have a minimum of five criteria and provide details of a scoring system for each criteria. You should also provide a brief justification for the inclusion of each criteria.


(20 marks)
c) Provide a set of weights to calculate the value function of both projects and recommend to management as to the best option to undertake. In your answer you should provide the reasoning behind your choice of weights and calculate the value function of both projects.


(15 marks)
d) Discuss how the managers could value the publicity value of both projects and whether this would improve the decision making process.




(10 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 ended 31 May 2007 are forecast to be £100 million and £20 million respectively. The company has 350 employees in total:

	Function Level
	Number of employees

	Directors/Senior Managers
	20

	Sales Staff
	40

	Assembly Staff
	250

	Adminstrative and support staff
	40


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 reward scheme for all employees within the organisation. They have approached you for advice in this matter.
Required

a) Discuss whether you feel an incentive scheme would be beneficial to Q & B.

(10 marks)
b) Explain and evaluate the factors that should be taken into account when designing an incentive scheme for Q & B.





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

Discuss the implications of cultural theory in the design of a budgetary planning and control system in a large multinational financial institution.



(25 marks)

Question 5

Briefly evaluate how each of the following techniques addresses the weaknesses of conventional management accounting:

a) SWOT analysis






(5 marks)
b) Functional Analysis 






(5 marks)
c) Total Quality Management





(5 marks)
d) Real-time Budgeting






(5 marks)
e) Kaizen Budgeting






(5 marks)
(Total:  25 marks)

Question 6

Explain and evaluate the type of information and performance measures that would be suitable for strategic management decision making. In your answer you should illustrate with examples from an organisation of your choice.



(25 marks)
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