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1.(20 %) Please explain the meaning of the following terms for items 1.1 to 1.3 and
answer the short question for item 1.4 (5%)
1.1 (5%) Lot for lot
1.2 (5%) Two bin system
1.3 (5%) Economic order quantity
1.4 (5%) For the fixed purchase quantity and variable purchase period scenario,
which of the above purchase methods will be applied?

2. (15 %) A company is planning to add a new line of product, which will require
leasing new equipment for $1200 per month, variable cost will be $2 per unit and
the retail process for that product will be $6 per unit.

2.1 (10%) How many unit must be sold in order to break even?
2.2 (5%) How many unit must be sold to realize the profit of 2000/month

3. (15%) A manager wants to choose one of the two forecasting alternatives. Each
alternative was tested using historical data. The resulting errors for the two are

shown in the following.

Period 1 2 3 4 5 6 7 8 9
Alt# 3 -2 2 1 2 2 -1 2
Alt# 2 4 3 | -3 | -1 1 |[-1] 0 1 0

3.1 (10%) Please compute the MSE for these two alternatives.
3.2 (5%) which forecasting method is better?
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