CIPFA PROFESSIONAL EXAMINATION 3
FINANCE AND MANAGEMENT CASE STUDY EXAMINATION JUNE 2003

MALTSHIRE POLICE AUTHORITY
TUTORIAL GUIDE

1 General Comments

(@ Itisimportant that candidates answer al the questions as st.

(0  Where illugrative figures or informaion are asked for in a quedion, or their use is implied
in the data, then they must be shown in the candidate's answer.

(00 Evason of the terms of the question on the grounds that the Studion depicted in the Case
Sudy is unlikdy to have aism or occurred, or is improbable in concept, should be
pendised.

(d Working pepers submitted with answers should be scrutinised and used to tes the
candidates line of argument in unfinished work and as a guide to the method by which the
candidates have utilised their acquired knowledge to ded with the various aspects of the
case study.

(e Dealed cdculaions ae st out in the gppropriste atached gppendices It must be
emphasised that these are not 'modd answer' figures but are based upon what are judged to
be the 'best’ assumptions made in answering the question. Candidates should not therefore
be judged on whether they got the figures right', but on how they reached their figures and
how reasonable are their assumptions and arguments.

2  Synopsis of Case

Mditshire is the larges and one of the mogst rurd of the ten shires that comprise the fictiona
Northern European idand of Wisky. Barleytown, its capitd city, provides headquarters for both
Madtshire Council and the Mdtshire Police Authority (MPA), which has responshility for dl
lav and order matters within the shire. The MPA, created in 1993 as a result of the
reorganisation of the forces in Wisky, is divided into 4 Police Divisons and operaies a fleet of
700 vehicles, which are serviced and maintained through five MPA-operated vehicle workshops.
There is a sxth workshop, unused since 1993 and currently let to a locd golf club for Storage
purposes.

The recently gppointed Chief Congtable (CC) and Assgant Chief Officer (Finance) are keen to
bring best practice and a more commercid gpproach to the MPA. In addition, the CC is
concerned about the dlocation of spending and is eager to see resources transferred from
support services to front line policing. One early step is to creste aVFM and Projects Section
within the audit operation and the candidate takes on the role of the VFM and Projects Officer.

The Heet Management operation is one of the aress identified for VFM sudy. This not only
reflects the ggnificant Sze of its gross budget, but aso operaiond concens. There is fdt to be
over-cgpecity in the five workshops and the Chief Condable is eager to close one in order to
generate revenue savings. In addition, there is disstifaction with the quaity of some of the
work caried out in the workshops, the number of subsequent breskdowns the amount and
timing of recharges, and the lack of forma service standards and a customer focused approach.

The candidate is required to cary out a review of the vehide workshops, determine which
should be closed and draft a report to the Chief Congable on the implications of this The
Workshop Qudlity Workgroup, established to resolve the service, qudity and recharging related
meatters, has cdled for a further short report on these wider issues. Findly the golf club lease on
the dxth workshop has ended and the candidate is required to condder the various options
avallable on this, aswell as potentia audit implications thrown up by the workshop review.

The case materid dso gves candidates full opportunity to demondrate ther understanding of
the cae maeid, ther ability to goply management knowledge and ther skill a communicating
relevant information clearly and tactfully.



3. Question 1

Aims

(& To test candidates understanding of the cese materid and paticularly the potentid audit
issues raised by some of the content;

(b) To test ther ability to recognize and comment upon the potentid audit issues requiring
investigation a the Elgin Workshop;

(©) To test ther ability to andyse and evauate the issues and codts rdating to the Aberfddy
Workshop;

(d) To test their ability under severe time pressure to prepare a briefing note on these issues for
the ACO (Finance).

Assessment

(@ Idetification of and comment upon the potentid audit issues requiring investigaion a

Elgin Workshop (60%) (12 marks)

a

Comment upon the “monthly vigits’ by James Grant to see Td Lisker, the manager a
Elgin Workshop, querying -
the purpose of these visits
the possbility that this rdates to the Golf Club income
whether thismoney isbang paid in
if 30, how and whereisit being coded;
Comment about the lack of knowledge/paperwork re the Aberfeldy lease (are there
others?) and the involvement of the former Chief Congtable (was this officia?)
A note that confidentid information is being lesked (letters from James Grant and
Fiddick Factors) — from Elgin workshop?
A note tha the letter from the Hedth & Safety Manager is not candugve in itdf
and comment that Hedth & Safety breaches have risk management implications
which in turn have financia conseguences -
firerisk - unsafe sorage of parts, smoking near petrol, use of mobiles near pumps
accident risk — unsafe storage of parts, car support, safety clothing, faulty hose;
A note that there is a dear lack of hedth and safety awareness’compliance and the
need for further training in thisareg;
Comment that, in terms of daffing, there is further evidence in the letter from the
Hedth and Safety Manager of overcapecity, excessve non-productive time and poor
workload planning;
Examination of the cost of spares a Elgin Workshop and the purchase records —
caculdion of the cost of spares per vehicle and per service for Elgin Workshop
comparison of thiswith the unit costs for the workshops asawhole
comparison with the unit cogts for the workshops as awhole, net of Elgin costs
conclusion that the cogts are very high comparaively
comment that an untidy workshop makes stock control difficult;
a note tha spares are being purchased on a frequent bads from a non-contract
supplier, usudly a higher costs
comment that some of the spares purchased (rear bumper and front wing) do not
relate to routine maintenance
anote of the comments made by the Shire Council Health and Safety Officer
specific reference to the wing being fitted to avery old car
comment upon the letter from Fiddick Factors and the reference to “my contacts’
a quay wheher Glen Morangie, a director a Fddick Factors, and Glyn
Morangie, Stores Officer a Elgin Workshop are rdaed and, if so, whether this
has been declared to the MPA,;
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0  Examination of the fue issue costs a Elgin Workshop —
cdculation of the cost of fud per vehicle and per sarvice (as a proxy for mileage)
for Elgin Workshop
comparison of thiswith the unit costs for the workshops asawhole
comparison with the unit cogts for the workshops as awhole, net of Elgin costs
conclusion that the codts are very high comparatively
anote of the canments made by the Shire Council Health and Safety Officer
aquery about why petrol is being put into plagtic containers,
] Exarnl nation of the water usage costs a Elgin Workshop —
- cdculation of the cost of water per vehicle and per service for Elgin Workshop
comparison of thiswith the unit costs for the workshops asawhole
comparison with the unit cogts for the workshops as awhole, net of Elgin costs
conclusion that the cogts are very high compareively
anote of the offer made to Ed Radour on hisvist 20
anote of the comments made by the Madtshire Council Hedlth and Sefety Officer
aquery about the lorry being steam-cleaned — police vehicle?
=] Overdl concluson tha, whilg there is no absolute proof of wrongdoing or of who
might be involved, there are catainly srong grounds for further invedigaions on the
basis of the analysis carried out.

NOTE  For suggested cdculaions see Appendix 1A, but note commentsin 1(e) above

(0 Andyss and evdudion of the issues and cods reating to the Aberfddy workshop. (25%)

(5 marks)
o A note tha the Aberfddy Workshop was closed a the last police reorganization in  (i),6
1993,

o Comment that it is till used for two weeks a year for police training exercises, 24

O A noteof the optionsto be considered —
advertise the lease and let at market rent 2
issue anew lease on new terms to the Highland Park Golf Club A
sl the property; 1929

o  Cdculation and comparison of the revenue effects of each;
o  Conduson and recommendation that a renewed lease with the Golf Club is probably
the best option asit —
generates the best income stream
maintains the workshop's use for police training.
0  Comment that the lease arrangement needs to be formalized with a proper agreement
and contract drawn up.

NOTE  For suggested cdculaions see Appendix 1B, but note commentsin 1(e) above

(c) Presentation, formet, tact and generd readability. (15%) (3 marks)



QUESTION 1

1 Spares

No. of vehicles
No. of sarvices

Cogt per vehicle
Cost per service

2. Water
Cost
No. of vehides
No. of services

Cost per vehicle
Codt per service

3. Fud
Cost
No. of vehicles

Cost per vehicle

* Tota workshopsexcduding Elgin

APPENDIX 1A

Workshops Hgn
£ £

525000  141,60C

700 15¢€
4402 874
70 90€
119 162
10,100 5,10C
700 15¢€
4402 874
14 32

2 €

2500000  675,00C
700 15¢€

3571 4,327

Net *

3,52¢

«“

1,825,00C

3,358
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APPENDIX 1B

PAGE
Aberfeldy
1 Leaseof Aberfddy

Current rent £125 per month 1,50C 24

Options
Option 1 —Golf Club £250 per month 3,00C 24
Option 2 — Market rent 120 sg mtres @ £20 2,40C 6,29
Option 3 —Sdl (£45,000)  Interest @ 4% 1,80C 19,29



4. Question 2

Aims

(& To ted candidaes &hility to undergand, collate, analyse and evduate a consderable
volume of financid and nonfinancid daa;

(b) To test candidates &bility to andyse and criticdly apprase the workflow demands in
comparison with available resources a the five vehide workshops, in order to identify the
amount and location of spare capacity;

(0 To ted candidates ability to condder the rationdisation options as regards the operation of
the remaining workshops, to cdculae potentid savings and to comment upon the wider
implications of those proposals,

(d To tet candidates ability to condder the management, operationd and accounting
implications of cloang one of the workshops and the actions required in preparation for
this once afina decison has been made;

(9 To tex candidates &hility to praduce a wedl-gructured and meaningful magor report
addressing dl these issues for the Chief Congtable,

Assessment

(@ Background to the report and production of projected outturn figures for 2003 andysed

across the five workshops as well as Central Fleet Management. (20%) (8 marks)

o  Gened background to the report and identification of the main objectives —
atribution of the workshops budget over the five workshops
identification of which workshop should be closed
congderation of how thiswill be achieved and itsimplications
o  Prgected outturn figures for 2003 andysed across the five workshops and centrd
Feet Management through collation of the figuresfor -
daffing codts
premises costs
supplies and other costs
capita charges
enerd overheads,
o A comparison of the projected outturn with the origind budget for 2003;
0 A notethat this produces a budget saving of £14,000;
0 An explanation that this reflects lower than expected inflation and savings on some
premises heads as wedl as a more accurate edimate of expenditure on spares and
consumables.

NOTE For suggested points see Appendix 2A, but note commentsin 1(e) above.

®)

Through an andyss of work-flows a the five workshops and a comparison with avalable

resources in terms of direct hours identification of spae capacity in esch of the

workshops. (20%) (8 marks)

0 A noteof the annuad work hours per employee (52 weeks at 37%2 hours per week);

0  Cdculdion of direct hours for foremen and mechanics (annud work hours a 40%
and 60% respectively);

o  Cdculdion of the direct hours available in each of the five workshops,

o A daement of the direct hours required based upon prior years andyss,

o A comparison of direct hours available and direct hours required;

o A statement of the surplus direct hoursin each workshop.

E

For suggested ca culations see Appendix 2B, but note commentsin 1(e) above.
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NOTE

Condderation of the options for dosure and the likdy savings to be achieved together with
evauaion of the wider issues involved in closing one of the workshops. (30%) (12 marks)

a

a
a

a

a

a

A comment that there are two candidates for closure on the bass of the surplus direct
hours criterion — Dronech and Elgin;

A comparison of the financid and non-financia factors affecting the two options;
Cdculation of the net savings from both options—

a note of the direct hours requirement from both closure options and how these
would be met by other workshops and the transfer of mechanics-

- Elgin closure offset by spare capacity at Dronach & caculation of the shortfal
- Dronach closure offset by spare capacity at Elgin and Cadam

caculation of net saving in terms of number of mechanics for both workshops
cdculation of net gaff savings through dosure a both workshops

caculation of the net premises running cost savings achieved through closure
anote of the rent saving on Dronach

anote that supplies/other costs will be unaffected by either closure

anote of the saving on capita charges as aresult of the sde of Elgin

anote of the 2003 one-off cogts of the closures and how these will be met
anote of the potentid capitd receipt from the sdle of Elgin;

Summary figures showing that —

the dosure of Dronach produces higher ongoing revenue codt savings and hes
less impact through one-off costs

the closure of Dronach avoids the lease review in 2004 and a likdy sgnificant
increase in rent

the dlosure and sde of Elgin produces alarge capitd receipt;

Exanlnatlon of nonfinancid condderations —

Elgin is the most modern workshop with the capacity to take additiona work

it isthe closest to HQ where the largest proportion of vehicles are based

it isthe mogt economic in terms of premises and maintenance cods

Dronach is not owned by the MPA, its rent is not chegp and this is subject to
periodic rent reviews

it isthe smalest of the workshops with the lowest workload (productive hours)

its closure dlows utilisation of the spare cepacity & Cadam and produces the
better gaffing fit

it has apoor reputation for quaity of work;

Condusonthat—

the better option is to close Dronach and utilise the spare capacity a Cadam and
Hgn

a figure of £10,000 will need to be found in 2003 to meet this but it can be found
out of the projected outturn saving

this option does not meet the target saving of £250,000 sat for 2004, even when
the ongoing projected outturn saving is taken into account;

o Condderation of other saving options—

Spare capacity in excess of 200 hours— use of part time mechanics?

review workshop operations and try to increese the direct hour percentages
(leading to longer term staff reductions?)

review purchasing policy for spares and consumables (centrd purchasing, dricter
purchase control?)

review central overheadsin thelight of the closure;

where is the income for the sixth workshop?

For suggested ca culations see Appendix 2C, but note commentsin 1(€) above
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Condderation of the management (deffing, facilities, operations) and accounting
implications of dosing the recommended workshop and a note of the actions required of
the Fleet Manager in these respects as prepardion for 31 December 2003 and the new

sructure. (20%) (8 marks)
o  Condderation of saff-related issues —

immediate discussons with Personnd  to devdop a communication and

implementation action plan for the workshop rationdisation

continuation of the policy of not meking any further permanent gppointments

pending implementation

ealy discussons with the daff, their representatives and union officias about the

planned changes and the staff reductions
offer of oneto one staff meetings re transfers, early retirements etc.
regular ongoing communication throughout the process

a review of current deffing to identify pogts filled on a temporay bess ealy

retirement possibilities, tranfer options and the need for redundancies

if redundancies are likdy, determination of a redundancy drategy to reflect any

exiding policy

to avoid too grest an effect on doaff morde ealy determination of, and

communication on, how the staff rationalisation wil be achieved

offer of staff counsdling, if required

issue of formal |etters to those affected to meet Statutory requirements
Q Consderatlon of property related issues and actions —

ealy discusson with the Fedlities Officer re the propety implications of the

proposed closure and to ensure minimum disruption

if Dronach, confirmation of the lease postion as regards termination notice and

any other conditions

if Elgin, get goprova and plan for sale

action plan for—

- preparatory work/improvements at the recaiving Ste(s)

- remova of gores and smal eguipment to the recaiving Ste(s)

- issue of orders for remova of larger fixed equipment and reingdlation a the

receiving Ste(s)
- emptying and removd (?) of underground fud tank a the closure Ste
- meter readings and discontinuation of supplies a the closure Site
renewa or updating of relevant equipment maintenance contracts
updating of inventories and stock records;

a Llason with key uniformed personnd and the senior police officers respongble for

the North and West Divisons —

to discuss operationd implicaions of dosng one of the three workshops in ther

areas

to re-dlocate vehicles to the two remaining workshops in accordance with the

resources avalable
dlocation of store contents in accordance with this;
=] Oonsderetlon of accounting and cogting issues —
- implement new budget basis for 2004
review coding and cogting structure for post-implementation
enaure that Fleet saff are fully aware of these
ensure payments and charges are correctly coded from January 2004

liase with the Shire Council Payroll Section to ensure that dtaff costs/pensons

are correctly alocated from January 2004.

Presentation, format, reedability and genera logic of gpproach/argument (10%) (4 marks).
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QUESTION 2

1. Projected outturn 2003
Staffing

Administration
Workshop Managers
Supervisors
Stores Officers
Mechanics
Training

Premises
Building Maintenance
Cleaning
Erergy
Water (metered)
Rates
Rent

Supplies& Other
Equipment Maintenance
Spares & Consumables
Petrol
Office Expenses

Capitd Charges
Charges

Direct/Indirect Expenditure

Central Overheads'
Admin Buildings-Central
Corporate Services
Propty Insurance-W/shops
Shire Sarvices

Tota Expenditure

1. Budget Comparison 2003
Origina Budget
Projected outturn
Saving

APPENDIX 2A

Totd Centrd  Workshops  Burgie Cadam Dronach Elgin Fardas
£ £ £ £ £ £ £
117,30C 117,30 C C C C 0 0
124,70C ( 124,700 25,30C 24,40C 25,30C 26,100 23,600
96,20C ( 96,200 19,70C 20,40C 18,50C 19,100 18,500
78,00C ( 78,000 15,40C 14,90C 15,90C 16,400 15400
500,30C ( 500,300 92,40C 92,40C 93,00C 130,100 92,400
6,00C 1,00¢ 5,000 1,00C 1,00C 1,00C 1,000 1,000
922,50C 118,30 804,200  153,80C 15310C 153,70C 192,700 150,900
42,40C ( 42,400 11,00C 10,80C 11,10C 3,400 6,100
6,60C ( 6,600 1,70C 1,30C 1,10C 1,300 1,200
45,25C ( 45250 9,85C 7,50C 11,60C 7,600 8,700
10,10C ( 10,100 1,30C 1,40C 1,10C 5,100 1,200
65,15C ( 65,150 15,85C 15,00C 10,50C 16,500 7,300
35,00C ( 35,000 C o 35,00C 0 0
204,50C C 204,500 39,70C 36,00C 70,40C 33,900 24,500
22,70C 80C 21,900 3,90C 4,20C 3,60C 4,700 5500
525,00C ( 525,000  103,30C 89,20C 91,50C 141,600 99,400
2,500,00C ( 2500000  475,00C 450,00C 42500C 675000 475000
5,80C 3,90( 1,900 30C 40C 30C 600 300
3,053,50C 4,700 3048800  582,50C 54380C 52040C 821,900 580,200
60,00C ( 60,000 14,00C 13,50C o 17,000 15,500
4,240,500 12300C 4117500  790,00C 74640C  74450C 1065500 771,100
9,00C
7,00C
18,00C
11,50C
45,50C
4,286,00C
4,300,00C
4,286,00C
14,00C

! Candidates who have allocated central overheads over Central and the 5 workshops here should not be pendized.

See Quegtion 3 Appendix 3B for the figures
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QUESTION 2

1. Workshop Capacity

Hours per annum =

Direct Hours Basis
Supervisors
Mechanics

Staff
Supervisors
Mechanics

Direct Hours
Supervisors
Mechanics

®®

2. Workshop Demand
Direct Hours worked
Maintenance
Breakdowns
TyresExhausts

3._Workshop Comparison
Surplus (Deficit) Direct Hours

37%2x 52

40%
60%

No.
No.

No.
No.

No.
No.
No.

=190

=780
=1170

APPENDIX 2B

Workshops  Burgie Cadam Dronach Elgin Fardas
5 1 1 1 1 1
2 £ 5 £ 7 5
3900 78C 780 78C 780 780
31,590 5,85C 5,850 5,85C 8,190 5850
35490 6,63C 6,630 6,63C 8,970 6,630
27,381 6,00€ 5,553 4,34C 5421 6,061
A2 192 78 321 206 145
777 15¢ 168 132 151 167
29,100 6,357 5,799 4,792 5,778 6,373
6,390 278 831 1,837 3,192 27
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APPENDIX 2C

QUESTION 2
Dronach Elgn
1. Direct HoursReguirements
Current requirement No. 4,792 5,778
Met from spare capacity -
Cadam 831 less contingency No. 631 C
Dronach 1,837 less contingency No. C 1,637
Elgin 3,192 less contingency No. 2,992 ¢
3,622 1,637
Shortfal No. 1,17C 4,141
Additiona/transferred mechanics No. No. 1 4
(@ 1,170 days each) Current No. 5 7
Net saving 4 3
2. Closure Savings 2004 £ £
Staffing
WorkshopManager 1 @ 25,00C 25,00C 25,000
Foreman 1 @ 19,30C 19,30C 19,300
Storeman 1 @ 15,60C 15,60C 15,60C
Mechanics Net4& 3 @ 18,50( 74,00C 55,50C
13390C  11540C
Premises
Building Maintenance 100% 11,10C 3,40C
Cleaning 100% 1,10C 1,30C
Energy % 8,70C 5,700
Water (metered) - C ¢
Rates 100% 10,50C 16,50C
Rent 100% 35,00C C
66,40C 26,900
Supplies & Other
Equipment Maintenance C C
Spares & Consumables - C C
Office Expensss - C C
C C
Capitd Charges C 17,00C
Gross Saving 200,30C 159,30C
3. Other One-off Costs/Savings
Revenue costs
Removas/works 5,00C 10,00C
Redundancy/pensions 2,00C 2,00C
Staff relocation payments 3,00C 4,000

10,00C 16,000

NOTES The lease on Dronach workshop is coming up for review in 2004 and is expected to increase
sgnificantly
There would be a potentid capitd receipt of £350,000 for the MPA from the sale of Elgin.
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5. Question 3
(@ To tedt candidates ability to discuss and evduae a number of qudity-related issues and to
make recommendations to improve client stisfaction;
(b) To test candidates undergtanding of dSetigtical techniques in assessing the dgnificance of
the reaive performances by the workshops on servicing qudity;
() To test candidates ability to review current pricing sructures with a view to producing a
revised basis which better reflects actud coststo users,
(d To tet candidaes ahility to condder and propose other means of monitoring and
improving client satisfaction.
(e To examine candidates competence in drafting a short report for discusson by the MPA’s
Workshop Qudity Workgroup (WQW) that covers dl these issues.
Assessment
(@ Brief introduction, identification of the main areas to be covered and datidicd andyds of
breskdown figures for the five workshops. (35%) (14 marks)
o  Brief introduction and anote of the quality-related concernsto be covered —
the incidence and significance of vehicle breskdowns
the charging for vehicle maintenance and fleet management services
other client satisfaction issues,
o A note of the sampling exercise undertaken for a number of vehicles in each of the
workshops and a table setting out theresults;
o A note that the number of breskdowns found in the Dronach and Elgin workshops is
higher than esewhere;
0 A chi-sguared tet to ascertain whether there is any clear evidence datigticdly that
the number of breskdowns is influenced by the workshop sarvicing the vehidles;
o Condudon that a the 5% ggnificance levd, there is evidence of association between
the number of breskdowns and the workshop servicing the vehicles,
o A proportion tes of dgnificance to ascertan whether the breskdown results at
Dronach workshop are sgnificantly out of line with the regiona comparetor;
o Concdudon that this test does show the Dronach workshop to have a higher
breakdown rate at the 95% significance leve;
0  Condderation of any factors which might account for theseresults —
the amount of time spent on each vehicle
the qudity of the work undertaken
o  Cdculdion of the amount of time spent on each sarvice a each of the five workshops
and the average;
0  Conduson that Dronach spends less time on each service than other workshops,
o A notethat there are currently no measures of quality of work in place.
NOTE  For suggested caculations see Appendix 3A, but note commentsin 1(e) above.
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(b) Congdeation of improved recharge methodologies for the codts of the Fleet Management
operation and production of a proposed structure. (35%) (14 marks)

a

Congderation of how to attribute the four overhead categories over centra Fleet and
the five workshops —

daff numbers

floor areas

number of vehicles

number of vehicles weighted for mileage

maintenance hours (proxy for mileage)

one basisfor dl or separate;
Conduson that, whilg not paticulaly dgnificant in cost terms, the four overheads
are different and need individua trestment;
Determination of abasis for each —

central premises— a clear charge to central Fleet Management

centra services— mainly related to central Fleet Management, so charge there

property insurance — relates to workshops, so dlocate on floor areabasis

Shire savices — lagdy pesonnd/payroll related, so dlocate across Heet

Management and workshops on the basis of staff numbers;
Attribution of the 2003 overhead cods over the 2003 projected outturn base cods for
central Heat Management and the individua workshops on the above bases;
Determingtion of a bass for charging out centrd Heat Management cods and
conclusion that these are best attributed as alargely fixed cost on a per vehicle besis,
Cdculation of the centrd Fleet Management cost per vehicle;
Congderation of fud and spare/consumable issues and concluson that these are best
charged out on the beds of actud cost plus a handling oncog of 2% and 10%
respectively;
Cdculation of the recharges generated on this basis for each of the five workshops,
Cdculdion of the resdud codsts to be recovered for each of the five workshops and
ovedl,
Acknowledgement of the basis agreed for charging out resdud workshop costs -
recovery through a charge per direct labour hour;
Cdculation of the resultat charge per hour for the individud workshops and
workshops overdl;
A note of the significant variances between hourly cogs at the five workshops,
As a result, recommendation that, for 2003 a leadt, the hourly charge-out rate should
be that for the workshops taken together - £35 per hour;
Comparison of this with the regiond comparator figure and comment that this is well
above the £30 average;
Better candidates might comment that the provisond 2004 figure (whichever closure
is accepted) will be bdow the regiond comparator figure and comment that the
composite rate gpproach could be reviewed for 2004, when the charge-out rate will
be both lower and more uniform across the workshops as a result of the
rationdization from 1 January 2004.

For suggested cdculations see Appendix 3B, but note comments in 1(e) above
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(c) Conddeaaion of sevice and qudity issues surrounding the workshop and Heet
Management operations, and recommendations to improve the current studion and

improve dient satisfaction. (20%) (8 marks)

a

@

Introduction of a formd vehide booking-in sysem to ensure an even savice
workflow for the workshops and to avoid vehicles being delayed in workshops as a
result of workflow pegks;
Agreement and formdisation with clients of core performance levels (SLAS),
covering —
-+ maintenance service coverage

time dlocations

service gandards

charging beds

complaint and arbitration arrangements;
The introduction of monthly internd invoices for clients (petrol, spares, fixed charge
and hourly charged direct work) with sufficient details to support the charges levied;
The requirement for clients to check these and, subject to the resolution of any
queries, to goprove the charge within a specified period;
Introduction of a more dient focused pos-sarvice agpproach induding a report of
savice findings on each vehicle-

tick ligt of work done and notes on findings

notes on potentid future work (early warning re brakes, exhaudts, tyres etc.)
Introduction of a dort pod-sarvice client questionnaire asking for some assessment
of the quality of work undertaken;
The recording of rdlevant performance-related statistics (number of breskdowns etc.);
The establishment of relevant performance indicators and comparisons with peer
group figures, where appropriae;
The introduction of annua broader-based client satisfaction questionnaires,
In thelonger term, the introduction of more formd qudity initiatives and sandards —

Motor Federations

|SO standards and registration

Traning $andards

TQM

[IPetc..

Presentation, format, tact and generd readability. (10%) (4 marks)
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APPENDIX 3A

QUESTION 3

PAGE
Burgie Cadam Dronach Elgin Fadas  W/shops
1. Breakdown Analysis
Observed sample results (O))
Breskdowns
No breskdowns 2 2 27

N
=
o0}
[

6 28
144 28

28 10 28

S|RAEN
N

Overd| weightings
Breskdowns 10.0%
No breakdowns 90.0%

2. Chi-sguared Test
Ho=noassociation
Hi=asxociation
Expected sample results (E; )*
Bregkdowns 3.00 300 350 370 280
No breskdowns 27.00 27.00 3150 3330 25.20
* Sample sizefor workshop x overall % 30.00 30.00 35.00 37.00 28.00

c?= S (0-BYE

(O-E)YE

Breskdowns 0333333 13338 5785714 0024304 1157143
No breskdowns 0037037 0148148 0642857 0002708 0128571

S (O-EBE)?/E= 9593167
Degrees of freedom (v) = 4
(r-) x(c1)

FromtablesC 2 (005)(v=4) = 0.48¢

Reject Ho at the 5% significance level and conclude that there is evidence of association between breskdown
levels and the servicing workshop.

3. _Proportion Test of Significance
Regiond rate (test rate) = 10.0000% Po 23

Ho=p(p1) =po (0.10)
Hi=p(P1)* Po (0.10)

p (Dronach) =i/n=8/35= 2.8571% 28
qu)z =(Pdl-po)n= 0.002571 (0.10(1-0.10)/35)
Sgp = (Po1-Po)n= 0.05070¢
From tables at 5%, z = 1.96
Criticd velue (CV) = Po+k(Sex z)
= 0.10+/-(0.050709 x 1.96)
=  0.10+/-0.099389%6
= 0.0006104 to 0.199389%6 (0.06% to 19.94%)

Actua p = 22.8571%, which isoutside the range. Therefore rgect the null hypothesis and conclude that the
percentage of breskdowns at Dronach workshop does differ significantly from that indicated by the regiond

figure
4. Analysisof Time per Service Workshops Burgie Cadam Dronech Elgin Fardas
Analysis
Service hours 27,381 6,00¢ 5,55& 4,340 5421 6061 28
No. of sarvices 4,402 93¢ 82¢ 853 874 08 28
Hours per service 6.2 6.2 6.7 5.1 6.2 6.7



APPENDI X 3B

QUESTION 3
Total Centrd  Workshops  Burgie Cadam  Dronach Elgin Fardas
1. Overheads—Attribution Bases
Staff Numbers 46 4 V] 8 8 8 10 8
Floor Aress (sq mtres) 3,600 0 3,600 850 830 410 920 590
Vehides 700 0 700 136 136 135 156 137
Basis
Admin Buildings - All to Centrd
Corporate Sarvices - All to Centrd
Prop Insur-W/shops - Acrossworkshops by floor area £18,000/3,600 = £5 per sq mtre
Shire Sarvices - Acrossdl by staff numbers £11,500/46 = £250each
Total Centrd  Workshops  Burgie Cadam Dronach Elgin Fardas
£ £ £ £ £ £ £ £
2. Projected Outturn Costs 2003
Staffing 922,500 118,300 804,200  153,80( 15310C 153,700  192,70C 150,900
Premises 204,500 0 204,500 39,70( 36,00C 70,400 33,90C 24,500
Supplies etc. 3,053,500 4700 3048800  58250( 54380C 520400  821,90C 580,200
Capita Charges 60,000 0 60,000 14,000 13,500 ¢ 17,00C 15,500
4240500 123000 4,117,500 790,00 746400 744500 1,06550C 771,100
3. _Attribution of Overheads
Revised Costs 2003 4,240,500 123000 4,117,500  790,00( 746,400 744500 1,06550C 771,100
Overheads
Centra Premises 9,000 9,000
Centrd Sarvices 7,000 7,000
Property Insurance 18,000 18,000 4,25( 4,15C 2,050 4,60C 295C
Shire Services 11,500 1,000 10,500 2,00( 2,000 2,000 2,50C 2,00C
a 4286000 140000 4,146,000  796,25( 752550 748550 1,072,60C 776,050
4. Basisof Charge- Central
Fixed charge per vehide
Costs 140,000
Vehides 700 (Number)
Charge per vehicle 200
5. Bassof Charge- Fuel
Actual cost + 2% oncost
Costs 2,500,000  475,00( 450,000 425000  67500C 475,000
Oncost 50,000 9,50( 9,00C 8,500 13,50C 950C
Costs recovered b 2,550,000  484,50( 450000 433500  68850C 484,500
6. Basisof Charge— Spares/Consumables
Actual cost + 10% oncost
Codts 525000  103,30( 89,20C 91500  141,60C 99,400
Oncost 52,500 10,33( 8,92( 9,150 14,16C 9,94C
Costs recovered c 577500  113,63( 93,12C 100,650  155,76C 109,340
7 _Basis of Charge— Residual Costs
Charge per direct hour
Balance of costs (ab-c) 1018500  198,1X 195430 214,400  228,34C 182,210
Direct hours (hours) 29,100 6,351 5,79¢ 4793 577¢ 6,373
Charge per direct hour 35.00 31.1% 33.7C 473 39.52 2859
NOTE - Provisional Charge 2004
Baance of costs 2003 1,018,500
Cogt svings 200,300 (assumes Dronach closure)
818,200
Charge per direct hour 28.12
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