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|| Question 4 (RTP May 18)

M Ltd._produces a single product and owns plants A, B and C. Each plant is located in a different continent.
Plan{ gjproduces a component that is assembled in either plant B or plant C. The combined capacity of
plants B and C is not fully utilised. M Ltd's products are sold world-wide from either plants B or C i.e. plant
Bs production can be sold in plant Cs continent if the products can be delivered faster from plant B than
from plant C. Utilisation levels of plant B and plant C depend on the allocation of sales between the two

sites.

For each of the following cases, what are the cash-geneﬁ\ting units for plants A, B and C?
"'!

ol
WAt A4 —indeperdent ©o3h How - || 1COU
Pl g2l - +oaemer cadn How — (|2 ceeu.

Case 1: There is an active market for plant A's products.

Case 2: There is no active market for plant A's products.

Solution: L Pt A B ¢ - ﬁfﬁmw ¢cdAh <FKJU~J - 5?/&'9 d/ )
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