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Introduction 

Mavis Venderby is a business that manufactures and retails wooden beehives. The business 

was established 70 years ago by Mavis Venderby and her husband Benjamin. It is based in 

Tucland, which has the T$ as its currency. Tucland has a temperate climate and is situated 

in the Northern hemisphere.  

Mavis Venderby is owned equally by Thomas Venderby, Managing Director, and Jacinta 

Cory, Sales & Marketing Director, who are the great grandchildren of Mavis and Benjamin.  

Two types of beehive are manufactured and sold by Mavis Venderby: box hive and slatted 

hive. Each type of hive has the same component parts and functionality but has a different 

shape. Each type of hive is manufactured in two different types of wood: cedar and pine. All 

hives are sold flat packed, meaning that the customer has to assemble them for themselves. 

As well as wooden hives, Mavis Venderby also sells foundation and frames. Foundation is a 

base on which bees will form a comb into which honey will be placed. A frame is a wooden 

support around the foundation. Each hive, when constructed, will hold up to 20 framed 

foundations. Frames used to be made by Mavis Venderby but are now bought in and sold on 

because it is more cost effective. Foundation is manufactured by Mavis Venderby. 

Foundation and frames are sold and packaged separately from the wooden beehives. 

Mavis Venderby sells all of its products directly to the public. It has its own store located at 

the factory site. The majority of sales are made direct to customers through the Mavis 

Venderby website or over the telephone.  

The business has four directors: Thomas Venderby as Managing Director, Jacinta Cory as 

Sales & Marketing Director, Joseph Perez as Production Director and Pene Lopez as 

Finance Director. It employs a range of skilled and unskilled people. 

Mavis Venderby recently moved from a small industrial unit to new premises. The new 

premises used to be farm estate offices with associated barns and outbuildings. There is 

now plenty of scope for expansion. 
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Honey bees: the perfect team!  
Written by: Pete Sampson  

 

Ever wondered where 
the honey that you 

spread on your toast in 
the morning comes 
from? Obviously from 

honey bees, but did you 
know how much team 

work is involved? The 
creation of honey really 
is a wonder of nature. 

 
Honey bees live in 

colonies, either in the 
wild, wherever they can 
find a hollow space, or 

within man-made hives. 
At the peak of the honey 

season a single colony 
contains around 60,000 
bees: one female queen, 

around 1,000 male 
drones and the rest are 

female workers. Each type of bee has a very specific role within the colony.  
 

The queen is central to any bee colony and has the sole responsibility of laying 
eggs. She will destroy any potential queen rivals before they hatch and should 
another queen arrive from another colony, she will battle to the death to retain 

supremacy. 
  

Throughout her lifetime the queen secretes a pheromone that ensures that no 
other female in the colony can produce young. A male drone’s sole purpose is 
to mate with her so that she continually lays eggs.  

 
Worker bees, as their name suggests do everything else. They collect nectar 

from flowers and take this to the hive where it is secreted into combs (which 
are essentially storage compartments). The flapping of the worker bee’s wings 
dehydrates the nectar to form honey within the comb. Once full each part of 

the comb is sealed with a wax cap produced by the bees. As well as producing 
the honey, worker bees also look after all other aspects of the hive including 

looking after the young and defending it from attack. 
 
The working of a bee colony is finely tuned. Without the queen and drones 

there can be no young and therefore no new worker bees and without the 
worker bees there can be no honey, which is the colony’s source of food (until 

we come along and steal it from them). Team work at its natural best! 
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Mavis Venderby products 

Product listing 

Product Picture of products in use Information 

 
BOX HIVE 
 
Cedar: 
Retail price T$375  
 
Pine: 
Retail price T$290  

 

 
All hives are supplied flat-
packed and have the same 
component parts.  
 
From the bottom upwards 
these components are: 
 

1. Hive stand 
2. Hive floor  
3. Brood box 
4. Queen excluder  
5. Super box 
6. Crown board 
7. Roof  

 
Each component is 
explained in our guide to the 
beehive (shown on the next 
page). 

 
SLATTED HIVE 
 
Cedar:  
Retail price T$460  
 
Pine: 
Retail price T$380  

 

 
FOUNDATION  
 
Retail price T$20 
 
 

 

 
Foundation is manufactured 
on site at Mavis Venderby. It 
is sold in one size equivalent 
to brood box size. 
 
This is further explained in 
our guide to the beehive 
(shown on the next page). 
 
 

 
FRAMES 
 
Retail prices: 
 
Brood T$2.60 
Super T$1.80 

 
Frames are available in 
brood box and super box 
sizes. 
 
This is further explained in 
our guide to the beehive 
(shown on the next page). 
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Mavis Venderby: guide to the beehive 

Component Explanation 

Hive stand 
The hive stand is a simple base on which the hive sits. It is designed so 
that the hive is held off the ground to reduce the amount of pests 
invading it. 

Hive floor 

The hive floor includes a bottom board (which acts as the actual floor) 
and a landing area for the bees which protrudes slightly from the rest of 
the hive. It also includes a slatted rack above the bottom board, the 
purpose of which is to provide ventilation to the hive. 

Brood box 

The brood box is the largest of the hive boxes. The brood box will hold 
the brood frames with foundation (see below), which is where the queen 
lays her eggs and where the young are looked after by the worker bees. 
Essentially this is the living quarters for the bee colony. 

Foundation  

Foundation is made from beeswax which is strengthened with wire. This 
is the base onto which bees build their own wax to form combs into 
which eggs are laid (in the brood box) and honey is stored (in the super 
box).  

Frame The frame is a wooden rectangular holder for a foundation.  

Queen excluder 

The queen excluder is a rack made from wood and wire mesh with 
holes large enough for the worker bees to crawl through but too small 
for the queen. This ensures that the queen cannot access the super 
box. 

Super box 
The super box is a smaller version of the brood box. This box will hold 
the frames where the bees store honey. It is this honey which is 
extracted as a human food product. 

Crown board 
The crown board acts as a lid to the top hive box. It has a hole in the 
middle for ventilation.  

Roof 
The roof of the hive sits above the crown board and is reinforced with 
galvanised steel to add protection against the weather. 

 

Mavis Venderby manufactures all of the above components, except for frames which are 

bought in from a supplier and then sold onto customers. 
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Sales pattern 

The peak months for sales of hives, foundation and frames are the months of March through 

to July. During this five month period 70% of all sales by value are made. This period 

corresponds with the peak honey production time in Tucland, which is late spring and 

through the summer. Sales are usually at their highest in March and April as the season 

starts.  
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Production processes 

Production is scheduled to be reasonably even throughout the year. Therefore because 

sales are seasonal, inventory levels vary throughout the year. 

Beehives 

The production process for beehives has three stages as follows: 

 

DRYING

•All wood is dried on site prior to being used in production. A combination of 
air drying in a large drying shed and kiln drying is used for both types of 
wood. Due to differences in properties, cedar is usually dried for 
approximately six months and pine for approximately four months. The 
actual time needed is dependent upon climatic conditions. 

•Each type of wood is purchased in 3 metre planks and stacked upon 
receipt. Initially the wood is left to air dry and the individual planks of wood 
within each stack rotated on a regular basis. Half way through drying time 
the planks are placed in a drying kiln for up to two days. The length of time 
in the kiln is dependent upon the general climatic conditions. After this the 
planks are stacked again and air dried until ready for use

CUTTING

•Once the wood has dried, the next stage is cutting all of the component 
parts of each hive. Programmable machinery is used for this. Box and 
slatted hives require different cutting programmes and therefore set up 
time is required.

•Once cut, some components (such as the stand and roof) are assembled 
by hand and all components are sanded and quality checked. At this point 
any knots in the pine are sealed with a painted on sealant.

•Typically cedar is easier to work with than pine as there are fewer 
imperfections in the wood. As a result wastage of pine is higher than cedar 
in the cutting process.

PACKING

•After qualitiy checks have been performed, all of the components for a 
single hive are shrink wrapped for protection and are then placed into the 
finished goods storage area.

•Once an order has been received the appropriate number and type of 
hives are collected from this area and are then re-packaged with 
polystyrene protection into cardboard boxes ready for shipment. At this 
point the necessary screws, nails, glue, instructions and other fittings are 
included in the cardboard box. 

•All orders are shipped to customers via a courier service.
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Foundation 

Foundation is made in the following way: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Melted beeswax is pressed into metal moulds where it is squeezed into continuous flat 

sheets. These sheets pass along the production line where they dry. 

The packing team then collects the stacks of foundation and wraps ten sheets at a time, in 

the polythene that keeps them fresh, ready for sale. 

 

When the sheet is nearly dry it is passed through the next section of the production line 

where it is embossed with the hexagonal shape that the bees use as a blueprint to build 

their comb. 

 

The large sheet is then cut by machine into broad box size. Wire is added to each 

foundation using an electric current. The foundation is then stacked and quality 

inspected. 
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Customers and suppliers 

Customers 

Mavis Venderby’s customers are a mixture of hobby beekeepers (who usually have less 

than 10 beehives) and commercial beekeepers (with anything up to 500 beehives, 

occasionally more). In the year to 29 February 2016, 50% of sales by value were made to 

hobby beekeepers and 50% by value to commercial beekeepers. This compares to a 40% 

(hobby) / 60% (commercial) split in the year to 28 February 2010. Mavis Venderby’s 

customers are very loyal, with many hobby and commercial beekeepers having been 

customers for many years. 

There are three sales channels: the on-site store, through the website and over the phone. 

For the year ended 29 February 2016, 20% of sales by value were made through the store, 

35% over the telephone and 45% through the website. This proportion of store sales is 

relatively high because beekeepers (especially hobbyists) are prepared to travel many 

kilometres not only to buy their hives but also to discuss beekeeping issues with the sales 

staff (who are all very knowledgeable on the subject).   

Commercial beekeepers are allowed standard credit terms of 30 days. Hobby beekeepers 

make payment at the point of ordering. 

Customers have a choice of either cedar or pine when buying a beehive. Cedar naturally 

repels moths and is not as prone to rotting and warping as is pine. Cedar is also a good 

insulator. Therefore, a cedar hive tends to be longer lasting than a pine hive and has 

superior properties. However, it costs more to manufacture (due principally to the higher cost 

of the wood) and hence is more expensive to buy. Each customer has their own preference 

for either cedar or pine.  

Hives are sold flat packed. This means that the customer has to construct the hive for 

themselves. Once constructed most customers paint or treat their beehive to protect the 

wood. 

Suppliers 

Mavis Venderby sources wood from two suppliers. These suppliers have not changed in 20 

years and both offer exceptionally long credit terms, as a result of the close working 

relationship. Mavis Venderby takes advantage of significant bulk purchasing discounts 

offered by these suppliers. 

The suppliers of the other materials offer terms in line with the accepted industry norms, 

which are 30 days. Mavis Venderby keeps basic data relating to their lead times and reject 

rates for all suppliers. 
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Key people at Mavis Venderby: 

 

 

 

Thomas Venderby - Managing Director  

 

  

Thomas Venderby

Managing Director

Jacinta Cory

Sales & Marketing 
Director

Sales and 
marketing 
team (6 

employees)

Joseph Perez

Production 
Director

Production 
team (164 

employees) 

Pene Lopez 

Finance Director

Finance team 
(4 

employees)

Thomas is 40 and recently took over as 
Managing Director from his father. He has always 
worked in the family business and was previously 
the Production Director, with a keen interest in 
product quality. Thomas now has specific 
responsibility for Human Resources (although he 
is not qualified in HR) but is involved across the 
business. He is keen to expand the customer and 
product base and to maintain the quality of 
production, whilst also enhancing service and 
brand strength.     



Operational case study exam – February 2017 – pre-seen materials – for students 

 
 

12 
©CIMA 2016. No reproduction without prior consent 

Pene Lopez – Finance Director  

 

 

 

 

The finance team:

  

•Cormac is a newly qualified accountant who 
has been with the business for two months. He 
is responsible for preparation of the monthly 
management reports, collating budget 
information and for preparing the first draft of 
the financial statements at the year end.

Cormac Jones 

Senior Finance Officer

•You have worked at Mavis Venderby for three 
years and started as a Finance Assistant. You 
are studying for your professional exams and 
assist both Pene Lopez and Cormac Jones 
with a wide range of tasks. You also assist 
other directors and managers when asked.

You

Finance Officer

•Susie has worked as a Finance Assistant at 
Mavis Venderby for 10 years. She is 
responsible for processing the weekly payroll 
and for dealing with petty cash. She also 
assists the Finance Officers when required.

Susie Ronaldo 

Finance Assistant

•Duncan is relatively new to the business. He is 
responsible for the processing and coding of 
invoices and payments for both purchases and 
sales. He is also responsible for reconciling the 
bank account each month.

Duncan Scoby

Finance Assistant

Pene is 32 and a qualified accountant. She has 
been Finance Director for two years and was 
previously a Finance Manager in a clothing 
manufacturing business. She has ultimate 
responsibility for all financial and accounting 
matters and manages the finance team. 
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Jacinta Cory – Sales & Marketing Director  

 

 

 

 

 

The sales & marketing team: 

The sales and marketing team consist of a Sales & Marketing Manager and five Sales & 

Marketing Assistants. The Sales & Marketing Manager is Toby Venger, who is an expert 

beekeeper and very knowledgeable about all aspects of beekeeping, including queen rearing, 

bee diseases and hive products. He has been with Mavis Venderby for 15 years and is 

responsible for managing his team of five assistants and works closely with Jacinta Cory 

regarding targeting new customers and maintaining relationships with existing customers.  

Between them, Toby and his team of assistants (who like Toby are all very knowledgeable 

about beekeeping), operate the on-site retail store and deal with orders from the website and 

on the telephone. 

Toby maintains 10 beehives on the Mavis Venderby site and is always looking for ways in 

which beehive construction can be improved. Currently he is working on developing a special 

pheromone to put on foundation to deter pests and to encourage quicker honey production. 

 

 

 

 

 

 

Jacinta is 38 and has been the Sales and 
Marketing Director for eight years. Like, her 
brother Thomas, she has always worked in the 
family business. Jacinta is a keen bee-keeper 
herself and has made strong links with a number 
of regional and the national beekeeping 
associations. She is specifically responsible for 
marketing, maintenance of the website and the 
sales & marketing team.      



Operational case study exam – February 2017 – pre-seen materials – for students 

 
 

14 
©CIMA 2016. No reproduction without prior consent 

Joseph Perez – Production Director 

 

 

 

 

 

The production team:

 

 

Joseph Perez

Production  
Director

David Hand

Production 
Manager

Ron Lomas

Hives 
Production 
Manager 

4 supervisors

Jack Curnow

Foundation 
Production 
Manager

3 supervisors

Tim Walker

Packing 
Manager

2 supervisors

Tracey Lines

Goods Inwards 
& Maintenance 

Manager

6 employees

Joseph is 58 and has worked at Mavis Venderby 
for 40 years. He started as a trainee in the 
production department and worked his way up 
through the business to Production Manager (a 
position he held for 20 years). He became 
Production Director when Thomas Venderby 
became Managing Director. Joseph has 
responsibility for production. He is a skilled wood 
craftsman and along with Thomas is keen to 
expand the range of wood products that Mavis 
Venderby make. He is currently developing 
animal houses.  
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In total there are 165 production employees, broken down as follows:  

 Number Number 

Indirect:   

Production Director 1  

Managers 5  

Supervisors 9  

Goods inwards & maintenance employees (note 1) 6  

Total indirect  21 

Total direct (notes 2 and 3)  144 

Total production employees  165 

 

Notes: 

1. Goods inwards & maintenance is a support function to the production activities. The 

six employees cover the maintenance of machinery and property as well as the 

purchasing of raw materials. 

2. The direct employees are assigned to specific production areas and many are multi-

skilled. 

3. Mavis Venderby has a rolling programme of employing around eight new trainees a 

year. Trainees are paid a flat rate of T$9 an hour until they pass their six month 

probationary period. After this probationary period, if positions are available these 

trainees are taken on as full time employees.  
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Latest director approved and audited financial statements for the 

year ended 29 February 2016 

Mavis Venderby’s statement of profit or loss for the year ended 29/28 February: 
 

 2016 
T$000 

 2015 
T$000 

Revenue 17,860  17,909 

Cost of sales (13,324)  (13,199) 

Gross profit 4,536  4,710 

Other operating costs (2,441)  (2,036) 

Profit on disposal of property, plant and equipment 864  - 

Profit before tax 2,959  2,674 

Finance cost (48)  - 

Profit before tax 2,911  2,674 

Tax (710)  (696) 

Profit for the year  2,201  1,978 

 
 

Mavis Venderby’s statement of financial position at 29/28 February: 
 

 2016 
T$000 

2016 
T$000 

2015 
T$000 

2015 
T$000 

ASSETS     
Non-current assets     
Property, plant and equipment   8,872  5,760 
     
Current assets     
Inventory 4,351  3,510  
Trade and other receivables 587  473  
Cash and cash equivalents 412  903  

  5,350  4,886 

 
Total Assets 

  
14,222 

  
10,646 

     
 
EQUITY AND LIABILITIES 

    

Ordinary share capital issued  50  50 
Retained earnings  11,293  9,092 

Total equity  11,343  9,142 
     
Non-current liabilities     
Bank loan  1,250  - 
     
     
Current liabilities     
Bank loan 250  -  
Trade and other payables 674  814  
Tax payable 705  690  

  1,629  1,504 

 
Total equity and liabilities 

  
14,222 

  
10,646 
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Mavis Venderby’s statement of cash flows for the year ended 29 February 2016 
 
 T$000 T$000 
Cash flows from operating activities   
Profit before tax  2,911 
   
Adjustments   
Depreciation 
Profit on sale of property, plant and equipment 
Finance costs 

752 
(864) 

48 

 

  (64) 
Movements in working capital   
Increase in inventories (841)  
Increase in trade and other receivables (114)  
Decrease in trade and other payables (140)  

  (1,095) 

Cash generated from operations   1,752 
   
Tax paid 
Finance costs paid 

 (695) 
(48) 

   

Net cash from operating activities  1,009 
   
Cash flows from investing activities   
Purchase of property, plant and equipment (8,350)  
Sale of property, plant and equipment 5,350  

Net cash from investing activities  (3,000) 
   
Cash flows from financing activities   
Proceeds from borrowing 1,500  

Net cash from financing activities  1,500 

   
Net decrease in cash and cash equivalents  (491) 
   
Cash and cash equivalents at the beginning of the year  903 

 
Cash and cash equivalents at the end of the year 

  
412 

 

The financial statements for the year ended 29 February 2016 are the latest set of financial 

statements to have been approved by the directors. The auditors gave an unmodified 

opinion of these statements. 
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Budget information for the year ending 28 February 2018 

Sales and production budget for the year ended 28 February 2018: 

 Box 
Cedar 

Box 
Pine 

Slatted 
Cedar 

Slatted 
Pine 

 
Frame 

 
Foundation 

Sales quantity (units) 10,000 7,000 9,000 6,000 198,000 396,000 

 

Budgeted profit or loss for the year ended 28 February 2018: 

 Box 
Cedar 

Box 
Pine 

Slatted 
Cedar 

Slatted 
Pine 

 
Frame 

 
Foundation 

 
Total 

 
Total 

 T$’000 T$’000 T$’000 T$’000 T$’000 T$’000 T$’000 T$’000 
 
Sales 

 
3,750 

 
2,030 

 
4,140 

 
2,280 

 
436 

 
6,336 

  
18,972 

Less: materials cost   
Wood 518 183 616 210   1,527  
Galvanised 
steel 

 
47 

 
33 

 
42 

 
28 

   
150 

 

Steel mesh 4 3 4 3   14  
Ply wood 6 4 5 4   19  
Wax      1,996 1,996  
Frame     390  390  
Wire      95 95  
        (4,191) 

Less: direct labour cost   
Drying 280 122 334 141   877  
Cutting 510 387 551 398   1,846  
Foundation      1,236 1,236  
Packing 65 46 70 47  51 279  
        (4,238) 

Less: production overhead   
Drying 466 164 555 189   1,374  
Cutting 599 381 604 370   1,954  
Foundation      1,307 1,307  
Packing 294 206 317 212 36 194 1,259  
        (5,894) 

 
Gross profit 

  
4,649 

Less: non-production overhead   
Employees       564  
Delivery       683  
Administration and selling   1,236  
        (2,483) 

 
Operating profit 

  
2,166 
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Budgeted gross profit per hive – box hives 

 
 
Box hive in cedar 

 
 
 

Quantity 
used 

Cost per 
metre, hour 
or absorption 
basis used 

 T$ 

 
 
 
 

T$ 

 
 
 
 

T$ 

Materials (measured in metres):     
Cedar 2.80 18.50 51.80  
Galvanised steel 0.42 11.20 4.70  
Steel mesh 0.40 1.10 0.44  
Ply wood 0.25 2.30 0.58  
Total material cost    57.52 

Labour (measured in hours):     
Drying 2.00 14.00 28.00  
Cutting  3.00 17.00 51.00  
Packing 0.50 13.00 6.50  
Total direct labour cost    85.50 

Production overhead:     
Drying (on basis of wood value) 51.80 0.90 46.62  
Cutting (on basis of machine hour) 0.825 72.60 59.90  
Packing (on basis of direct labour hour) 0.50 58.76 29.38  
Total production overhead cost    135.90 

Total production cost    278.92 
Selling price    375.00 

Budgeted gross profit per hive sold    96.08 

 

 
 
Box hive in pine 

 
 
 

Quantity 
used 

Cost per 
metre, hour 
or absorption 
basis unit  

T$ 

 
 
 
 

T$ 

 
 
 
 

T$ 

Materials (measured in metres):     
Pine 2.90 9.00 26.10  
Galvanised steel 0.42 11.20 4.70  
Steel mesh 0.40 1.10 0.44  
Ply wood 0.25 2.30 0.58  
Total material cost    31.82 

Labour (measured in hours):     
Drying 1.25 14.00 17.50  
Cutting  3.25 17.00 55.25  
Packing 0.50 13.00 6.50  
Total direct labour cost    79.25 

Production overhead:     
Drying (on basis of wood value) 26.10 0.90 23.49  
Cutting (on basis of machine hour) 0.75 72.60 54.45  
Packing (on basis of direct labour hour) 0.50 58.76 29.38  
Total production overhead cost    107.32 

Total production cost    218.39 
Selling price    290.00 

Budgeted gross profit per hive sold    71.61 
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Budgeted gross profit per hive – slatted hives 

 
 
Slatted hive in cedar 

 
 
 

Quantity 
used 

Cost per 
metre, hour 
or absorption 
basis unit  

T$ 

 
 
 
 

T$ 

 
 
 
 

T$ 

Materials (measured in metres):     
Cedar 3.70 18.50 68.45  
Galvanised steel 0.42 11.20 4.70  
Steel mesh 0.40 1.10 0.44  
Ply wood 0.26 2.30 0.60  
Total material cost    74.19 

Labour (measured in hours):     
Drying 2.65 14.00 37.10  
Cutting  3.60 17.00 61.20  
Packing 0.60 13.00 7.80  
Total direct labour cost    106.10 

Production overhead:     
Drying (on basis of wood value) 68.45 0.90 61.61  
Cutting (on basis of machine hour) 0.925 72.60 67.16  
Packing (on basis of direct labour hour) 0.60 58.76 35.26  
Total production overhead cost    164.03 

Total production cost    344.32 
Selling price    460.00 

Budgeted gross profit per hive    115.68 

 

 
 
Slatted hive in pine 

 
 
 

Quantity 
used 

Cost per 
metre, hour 
or absorption 
basis unit  

T$ 

 
 
 
 

T$ 

 
 
 
 

T$ 

Materials (measured in metres):     
Cedar 3.90 9.00 35.10  
Galvanised steel 0.42 11.20 4.70  
Steel mesh 0.40 1.10 0.44  
Ply wood 0.26 2.30 0.60  
Total material cost    40.84 

Labour (measured in hours):     
Drying 1.68 14.00 23.54  
Cutting  3.90 17.00 66.30  
Packing 0.60 13.00 7.80  
Total direct labour cost    97.64 

Production overhead:     
Drying (on basis of wood value) 35.10 0.90 31.59  
Cutting (on basis of machine hour) 0.85 72.60 61.71  
Packing (on basis of direct labour hour) 0.60 58.76 35.26  
Total production overhead cost    128.56 

Total production cost    267.04 
Selling price    380.00 

Budgeted gross profit per hive    112.96 
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Budgeted gross profit for foundation 

Foundation is made in one set size, equivalent to the size of the brood box frame. Each 

brood box sized foundation can be cut in half by customers to fit into a super box frame. 

 T$ 

Wax 5.04 

Wire 0.24 

Foundation direct labour 3.12 

Packing labour 0.13 

Production overhead 3.30 

Packing overhead 0.49 

Total cost per unit 12.32 

Selling price 16.00 

Gross profit 3.68 
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Notes on budget preparation: 

1. The budget for the year ended 28 February 2018 has just been completed ready for 

the start of the new financial year. It was based on the budget for the year to 28 

February 2017 with changes made to sales and production volumes, selling prices and 

expected changes to costs per unit of raw material, labour rates and overhead costs. 

No changes were made to the standards for direct labour or machine hours. 

2. Selling prices are based on full budgeted production cost plus a margin. 

3. Mavis Venderby uses standard costing and absorbs production overhead into unit 

costs. 

4. The standard quantities for wood are gross of a normal wastage of 10% due to off-cuts 

in the cutting process. 

5. The expected quality reject rates are 4% for all cedar hives produced and 7.5% for all 

pine hives produced. The expected losses are built into the standard cost of good 

production and all rejects are detected at the end of the production process. 

6. The standard rates for the various types of labour are an average for the year based 

on the pay rates for different skill levels and the budgeted mix of skilled, unskilled and 

trainee workers. Pay rises happen annually in September every year. Overtime 

premium where scheduled and production worker bonus are included within production 

overhead. 

7. The standard hours for cutting include time taken for reworking items which initially fail 

quality checks. 

8. Production overheads are ALL treated as fixed costs and include depreciation, energy, 

property related costs, the cost of indirect production employees, maintenance, 

consumables and packaging materials. Costs are first specifically allocated to one of 

five cost centres: drying, cutting, foundation, packing and goods inwards & 

maintenance. Other costs are then apportioned to the relevant cost centre on an 

appropriate basis (for example, floor space and number of employees). The goods 

inwards & maintenance costs are then re-apportioned on the basis of number of 

purchase orders.  

9. A production overhead absorption rate is calculated for each production cost centre. 

For drying the rate is per T$1 of wood value, for cutting the rate is per machine hour, 

for packing the rate is per packing direct labour hour and for foundation the rate is per 

foundation direct labour hour. 

10. The budgeted cost per hive includes all of the packaging costs associated with the 

hive, including the cost of shrink wrap and the cost of the final packaging to the 

customer. These costs are treated as overheads. At the year-end adjustments are 

required to these unit costs to value work in progress and finished goods at an 

appropriate cost amount for the financial statements. 
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Article on the rise of beekeeping  

Tucland Daily Bugle 
 

16 January 2017 | No. 7823 T$1.20 
The rise of 

beekeeping in 

Tucland: 
 

Jackson Percy - Business correspondent 
 

It seems that there has been somewhat of a 

revival in beekeeping in recent times in 

Tucland, fuelled by two factors: its increased 

popularity as a hobby and the increase in 

Tucland’s appetite for home grown honey. 

 

Five years ago we imported more than 70% of 

the honey that we consumed as a country. 

Now this is down to around 50% and 

potentially could fall further. 

 

It would seem we as consumers are getting 

more particular about what we eat and are 

demanding to know more about the 

provenance of our food. Honey produced in 

Tucland is known for its sweetness and purity, 

qualities which consumers are now prepared 

to pay a premium for. Tucland also seems 

immune to many of the diseases attacking bee 

colonies in other countries. Experts put this 

down to our climate and the resilience of our 

bees. 

 

The demand for Tucland honey is at an all-

time high and according to industry experts 

the growth in demand shows no signs of 

slowly down any time soon, despite the recent 

economic downturn. 

 

To meet this increased demand, the number of 

commercial honey farms in Tucland has 

increased by 200% from five years ago, with 

an average of one new farm being established 

 

 

 

every week. Each farm can have anything up to 500 

hives, so not only is this improving our trade deficit 

but it is also helping to support other niche 

businesses such as beehive manufacturers and 

beekeeping equipment retailers. 

 

The increase in commercial honey producers is not 

the whole story. Beekeeping as a hobby is also 

flourishing. It is estimated that there are now 

approximately 200,000 hobby beekeepers in 

Tucland (equating to 1% of the population).  Whilst 

much of the honey produced is consumed by 

themselves, these hobby beekeepers are driving the 

growth in demand for all forms of beekeeping 

equipment and add on services. 

 

According to the Tucland Beekeepers Association 

(one of many national and regional beekeeping 

associations and groups) hobby beekeepers are more 

likely to want to buy gadgets and to have the latest 

equipment. They are also more inclined to try new 

things and are always seeking advice on the best way 

to keep and treat their bees. The provision of 

beekeeping courses has more than tripled in this 

country in the last 10 years. These hobby beekeepers 

have money to spend on their hobby. This can only 

be good news for niche businesses such as Mavis 

Venderby and Griggs Hives. 
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Extract from a thread on the popular Honeypot Beekeepers’ forum 

Posted by: Freda Banko on 19 January 2017 

I am having a real dilemma at the moment, regarding which is the best hive to use in Tucland. 

I’ve been reading a lot about it over the last couple of weeks and to be honest have got to the 

point where I am going round in circles. 

The problem is that in my mind based on everything I’ve read, polystyrene hives seem to make 

a lot of sense. Firstly and most importantly they have better waterproof and insulating 

properties. I live in the countryside, so our temperatures in the middle of winter (or any time 

really) tend to be a couple of degrees lower than they are in town.  They are lighter and so 

easier for a small woman like me to lift. Also they are cheaper and as they don’t rot, 

maintenance will be easier too. 

Polystyrene hives are used in Tucland. I saw an article the other day about how a bee-keeper 

up north has moved over to all polystyrene recently, about 500 hives. Now you don’t make 

that kind of decision and financial investment lightly. 

On the other hand, everyone I speak to about it just says stick with wooden hives but none of 

them really seem to have much justification for it, other than to say that it has worked for the 

past 100 years. The only possible valid reasons anyone has given is the possibility of 

condensation dripping on the bees in the middle of Winter as that would definitely kill them off, 

and the fact that the hives cannot be scorched with a blow torch to kill off all the mites and 

diseases. 

I am obviously going to stick with the box hives as everyone else around here uses them, so 

it makes borrowing kit much easier. I am not sure how interchangeable the polystyrene and 

wooden hives are though.  

So I am going to come to a decision that I am going to buy polystyrene, unless anyone who 

has used them can give me a good reason not to!! Next decision is who to buy from ….. any 

recommendations folks?? 
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Mavis Venderby’s position in the beekeeping equipment supply 

market 

 (All percentages used below relate to date for the year to 31 December 2016) 

Mavis Venderby is the largest Tucland based manufacturer of wooden beehives. It sells all of 

its beehives within Tucland, which represents 20% by volume of all the wooden beehives 

purchased in Tucland. Mavis Venderby has an excellent reputation with beekeepers for quality 

beehives.  

Its closest competitor in Tucland, in terms of volume, is a business called Griggs Hives. Griggs 

Hives has a similar reputation for quality to Mavis Venderby and sells wooden beehives in 

cedar only. Griggs Hives sells 6% of all wooden beehives purchased in Tucland. In addition 

Griggs Hives rears and sells queen bees and has an excellent reputation for this. Griggs Hives 

also sells beekeeping equipment such as smokers, bee suits and beehive spares as well as 

foundation and frames. 

Of all the wooden beehives purchased in Tucland, 70% are manufactured there (the rest are 

imported). There are ten Tucland based manufacturers in total, each of which sells directly to 

beekeepers. Wooden beehives account for 65% of the Tucland beehive market by volume. 

The other 35% relates to polystyrene beehives (which are growing in popularity). 

All polystyrene beehives are currently manufactured outside of Tucland and are imported into 

the country. Of the ten wooden beehive manufacturers, six also import and sell polystyrene 

beehives as well as other beekeeping equipment. Some also sell live bees. 

Currently Mavis Venderby does not sell polystyrene beehives, beekeeping equipment or live 

bees.  
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Tax regime of Tucland 

Corporate Profits  

 The corporate tax to be applied to taxable profits is 25%. 

 Unless otherwise stated below, accounting rules on recognition and measurement are 

followed for tax purposes.  

 The following expenses are not allowable for tax purposes: 

o accounting depreciation 

o amortisation 

o impairment charges 

o entertaining expenditure 

o donations to political parties 

o taxes paid to other public bodies. 

 Tax depreciation allowances are available on items of plant and equipment (including 

vehicles used for business purposes) at a rate of 25% per year on a reducing balance 

basis.  

 Where a company is in receipt of a government grant, the tax treatment will depend 

on the nature of the grant. For tax purposes, capital grant money received in the year 

is netted off the capital value of the asset to which it relates prior to tax depreciation 

allowances being calculated. Any capital grant income released to profit or loss in the 

year is not taxable. Revenue grants released to profit or loss in the year are treated as 

income for tax purposes. 

 Tax losses can be carried forward indefinitely to offset against future taxable profits 

from the same business. 

 A company is deemed to be resident in Tucland if it has its principal place of 

management there. A resident company will pay Tucland corporate tax on all of its 

profit irrespective of the country in which the profit is earned.  

 Where a company resident in Tucland owns a subsidiary company which is resident 

in another country, any dividends paid by that subsidiary to the parent company will be 

treated as income of the parent company and will be taxed at the corporate tax rate. 

 Double taxation treaties exist with a number of other countries. All of these treaties 

give relief for double taxation in respect of any withholding and underlying tax suffered 

on dividends received. Relief is available using the tax credit method. 

 


