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(b) Comment o1 your diagrar.
Calculate the formula of least-squares regression of costs on output and plot this line on the
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(a) Forecast the costs for November.

(b) Discuss the reliability of your forecast.
(CIMA Business Ma thematics)

High-low method
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The following information is available for a company:

Year 1 Year 2 Year 3 Year 4
sales/production (units) 67,200 71,300 75,600 75,100
Total costs (£) 135,000 144,072 156,090 158,950
Cost inflation index 100 103.5 107.5 110.0

Required
1 Determine a linear function for total costs per annuim (a
high-low method (unit costs should be calculated to three decimal places of £).
|
ction from requirement 1 and the data above, evaluate and comment upon the accuracy of i

t Year 1 prices) from the above data, using the

2 Using the fun
the function as a predictor of costs.

3 Using the function in Requirement 1, forecast the to
and a cost inflation index of 112.9.

4 Selling prices in Year 5 are expected to be 1
£159,936. Draw a profit-volume chart for Year 5, showin

tal costs in Year 5 based on a volume of 77,200 units

5% higher than those in Year 1, when total sales revenue was
g sales up to 90,000 units per annum.

(ACCA Management I nformation)
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attachments to standard army vehicles to
mines. Due to worsening conflicts in
ace-keeping force to be sent into the

I Armourco Ltd manufactures and fits a range of armoured
‘ protect them against attacks by guerrillas and damage from land
Rhodambia. the British Army is to form part of a United Nations pe

area.

Armourco has been invited by the Government to tender fo
to four-wheel drive vehicles, which are to be airlifted to the trouble-spot. The ultimate size of the order is not

yet known, but the company has been asked to quote selling prices for orders of 50 kits and 100 Kits assuming
the size of the order will be known when the contract is placed; and also to quote a separate price for an extra

100 Kkits subsequent to the initial order.

r a special contract to supply and fit armoured Kits




