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F5- Performance Management 

 

Section (A) 

This section consists of 25 questions. All questions are compulsory and must be attempted and every 

question bears 2 marks. Total available marks for this section are 50 marks 

 

1. A company manufactures a product which requires 8 hours per unit of machine time. 

Machine time is a bottleneck resource as there are only 20 machines which are available for 24 hours 
per day, 5 days per week. 

The product has a selling price of SDG 260 per unit, direct material costs of SDG100 per unit, labour 
costs of SDG88 per unit and factory overhead costs of SDG40 per unit. 

These costs are based on weekly production and sales of 300 units.  

What is the throughput accounting ratio? 
 

a. 1.25 

b. 0.31 

c. 2.00 

d. 0.75 

 

2. The main the characteristics of big data, known as the 3Vs, are: 

a) Volume, Variety, and volatility  

b) Volume, Variety, and verifiability  

c) Volume, Variety, and velocity 

d) Volume, Vulnerability, and vacancy  

 

 

 

 

3. Cow Co has two divisions, A and B. Division A has limited skilled labour and is operating at full capacity 
making product Y.It has been asked to supply a different product, X, to division B. 
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Division B currently sources this product externally for SDG 1,150 per unit. The same grade of materials 
and labour is used in both products. 

The cost cards for each product are shown below: 

Product 
Y  
(SDG)/unit 

X  
(SDG)/unit 

Selling price 1,000 - 

Direct materials (SDG100 per kg) 400 350 

Direct labour (SDG40 per hour) 200 300 

Apportioned fixed overheads (SDG15 per hour) 60 90 

 
Using an opportunity cost approach to transfer pricing, what is the minimum transfer price?  
 

a. SDG 600 
b. SDG 1,250 
c. SDG 1,050 
d. SDG 1,340 

 
4. If the actual selling price is more than the budgeted selling price, then the selling price variance will be: 

a) Favorable  

b) Adverse  

c) Equalized  

d) Average  

5. Jamu Factory manufactures and sells fast moving consumer Goods. The factory recently launched one of 
its products. The product is being sold in different shops across the country, the sales teams noticed that 
when they increase the selling price, then the number of units sold does not change in the same pattern 
of the price change. The demand on this new product can be classified as: 

a) Neutral  

b) Elastic  

c) Inelastic  

d) Fluctuated  

6. Budgeting approach which uses the previous period’s numbers as a basis for the new budgeting 
period is called: 

a) Double check budgeting 
b) Zero Based Budgeting  
c) Incremental )traditional) budgeting  
d) Justification budgeting 
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7. A cost which is already incurred or committed to be incurred is classified for decision making purposes 
as: 

a) Original cost 

b) Historical cost 

c) Sunk cost 

d) Incremental  

8. The selling price of product Zigma is set to be SDG 25,000 for each unit and sales for the coming year 
are expected to be 500 units. If the company requires a return of 15% in the coming year on its 
investment of SDG 25,000,000 in product Zigma, the target cost for each unit for the coming year is 

a) 14,500 
b) 15,500 
c) 16,500 
d) 17,500 

9. Which ONE of the following would serve to increase the Throughput Accounting Ratio? 

a) An increase in the speed of the fastest machine in the production process 
b) An unexpected increase in the factory rent 
c) A 5% wage increase linked to an 8% improvement in productivity 
d) A 10% sales discount to stimulate demand by 20% 

10. Huron Ltd manufactures a product called the GL1. The GL1 requires five hours of machine time. 
Machine time is a bottleneck resource, as there are only four machines which are available eight 
hours a day, five days a week. Each GL1 sells for SDG 2,100 and has direct material costs of SDG 260 
per unit, labour costs of SDG190 per unit and factory overhead costs of SDG 150 per unit. These costs 
are based on weekly production and sales of 150 units. 

What is the throughput accounting ratio (to 2 decimal places)? 

a) 0.87 
b) 1.15 
c) 1.31 
d) 2.62 

11. Environmental costs are difficult to deal with for an accountant.  Which of the following is not a 
reason for this? 

a) Costs are often hidden 
b) Costs are mostly minor 
c) Costs are often very long term 
d) Accounting systems rarely split off these costs automatically 
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12. Which of the following terms would not normally be used to describe a relevant cost for a decision? 

a) Incremental 
b) Material 
c) Future 
d) Cash 

13. The Contribution to Sales (CS) ratio for a business is 0.4 and its fixed costs are SDG1,600,000.  Budget 
revenue has been set at 6 times the amount of the fixed costs. 

What is the margin of safety % measured in revenue? 

a) 58.3% 
b) 58.7% 
c) 59.1% 
d) Cannot be determined without more information 

14. A company manufactures and sells a single product with a variable cost per unit of SDG3,600. It has a 
contribution ratio of 25%. The company has weekly fixed costs of SDG1800,000. 

What is the weekly breakeven point, in units? 

a) 1,500 
b) 1,600 
c) 1,800 
d) 2,000 

15. If the demand for a product is 5,000 units when the price is SDG 4,000 and 6,000 units when price is 
SDG3,800, what is the optimal price to be charged in order to maximise profit if the variable cost of 
the product is SDG2,000? 

a) SDG 1,500 
b) SDG 2,000 
c) SDG 3,500 
d) SDG 7,000 

16. The time for the first unit produced was 100 hours.  The time for the second unit was 90 hours. 

What is the learning rate? 

a) 95% 
b) 90% 
c) 89.1% 
d) 100% 
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17. The time for the first batch of 50 units was 500 hours. The total time for the first 16 batches of 50 
units was 5,731 hours. 

What is the learning rate? 

a) 85% 
b) 90% 
c) 92% 
d) 94% 

18. Rawan has recently developed a new product. The nature of Rawan’s work is repetitive, and it is usual 
for there to be an 80% learning effect when a new product is developed. The time taken for the first 
unit was 22 minutes. An 80% learning effect applies. 

What is the time to be taken for the fourth unit in minutes? 

a) 17.6 minutes 
b) 14.08 minutes 
c) 15.45 minutes 
d) 9.98 minutes 

19. Long-term sales forecasts are an example of accounting information used at which level of control in 
an organisation? 

a) Strategic planning 
b) Management control 
c) Tactical control 
d) Operational control 

20. Which of the following sources of information would be considered internal? 

a) Interviewing potential customers 
b) Reading business magazines 
c) Receiving updates from tax authorities 
d) Looking through sales records for the last year 

21. Strategic reports have many features, which of the following would be most likely true of a strategic 
report? 

a) Prepared regularly 
b) Normally considered accurate and reliable 
c) Highly summarised showing overall trends 
d) Demonstrates current position 
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22. The following are all types of controls required when generating and distributing commercially 
sensitive business information. 

1) Passwords.  
2) Audit trails. 
3) Distribution lists. 

Which of the above are examples of processing controls? 

a) (1) only 
b) (2) only 
c) (2) and (3) 
d) Both (1) and (3) 

23. Hanu plc monitors the % of total sales that derives from products developed in the last year. Which 
part of the balanced scorecard would this measure be classified under? 

a) Financial perspective 
b) Customer perspective 
c) Internal perspective 
d) Learning perspective 

24. Which of the following approaches to decision making is a risk-seeker approach? 

a) Maximin 

b) Minimax regret 

c) Expected value 

d) Maximax 

25. Business unit that incurs costs and simultaneously generates revenue is classified for management 

accounting purposes as: 

a) Revenue center 

b) Cost center 

c) Profit center  

d) Management center  

(Total: 25 marks) 
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Section (B) 

This section consists of 2 questions. All questions are compulsory and must be attempted Every question 

bears 25 marks. Total available marks for this section are 50 marks 

Question One: 

Division X is in a stable market. The first draft of its plan for the next three years is regarded as unacceptable 

to group management because it shows a slow decline in profit and return on investment: 

 Year 1 
SD Billion 

Year 2 
SD Billion 

Year 3 
SD Billion 

Profit before interest and tax (PBIT) 3.0 2.7 2.4 
Asset base (at beginning of year) 24 25 26 

 

Proposals which may improve the situation in the next three years are being discussed; ONLY ONE can be 

accepted because of cash limitations. Projects are evaluated with a 10% required return on investment. 

These proposed projects are shown below. 

(i) Special-purpose machine 

Capital expenditure in years 1 and 2, followed by operating cash flow in year 3: 

Year 1 
SD Billion 

Year 2 
SD Billion 

Year 3 
SD Billion 

NPV 
SD Billion 

–0.5 –0.5 2.0 0.634 
 

(ii) R&D project 

Revenue expenditure in years 1 and 2, followed by operating cash flow in year 3: 

 

 

(iii) Advertising  

This can be done in each year if required. Each annual campaign costs SDG1 Billion, but produces additional 

contributions of SDG 0.4 Billion in the year of the campaign and SDG 1.1 Billion in the subsequent year. A 

decision has been made to run annual campaigns in years 1 and 2 only. The combined cash flows are: 

Year 1 
SDGM 

Year 2 
SDGM 

Year 3 
SDGM 

NPV 
SDGM 

–0.6 +0.5 +1.1 0.694 

Year 1 
SDGM 

Year 2 
SDGM 

Year 3 
SDGM 

NPV 
SDGM 

–1.0 –1.0 4.0 1.269 
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Managers are currently evaluated on return on investment (ROI), and are paid bonuses when this reaches or 

exceeds 10%. At 10% ROI the manager of division X will receive 25% of his salary of SDG 50,000,000 pa. For 

each 1 % increase in ROI above 10%, and pro rata, he will receive an additional 2.5% of basic salary with an 

upper bonus limit of 50% of salary for that year. Thus, for the first draft of the plan, the bonus based on the 

ROI has been correctly calculated as: 

 Year 1 
SDG 

Year 2 
SDG 

Year 3 
SDG 

Bonus 15,625,000 13,500,000 Zero 

 

Calculations ignore tax and depreciation. The asset base represents the assets employed in the division at the 

beginning of each year, and excludes cash balances which are transferred to the group, and is used for the 

calculation of residual income (Rl) and ROI. 

Required: 

1. Briefly discuss the main advantages of ROI as an investment appraisal technique 

6 marks 

2. Calculate the ROI, and division “X” manager’s bonus each year for the three alternative proposals. 

12 marks 

3. Comment on the potential effect of the bonus system on the manager’s choice of the project. 

7 marks 
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Question Two 

Glam Co is a tax consulting firm which provides both ‘tax filing’ and ‘tax advisory’ services to small business 
clients who trust Glam team to handle their tax files during the tax season requesting for tax filing and 
necessary advice to improve their tax position. All services are carried out by one of the firm’s three senior 
tax advisors. The firm also has two assistants (trainees) and two advisors. Every client file attending the firm is 
first seen by an assistant, who reviews the client’s tax information, summarises it and enter the data in the 
software; next, by a senior advisor, who prepares the tax draft return and discuss with the client the items 
which can be adjusted to optimize the tax position of the client (this part of work referred as “advisory 
service”); then finally, a junior advisor documents the tax advice provided by the senior advisor, revise the tax 
draft return accordingly and send the file for the final review and approval from the senior advisor so that a 
junior advisor can submit tax return on the tax authority portal. Although Glam uses software to prepare the 
tax returns, yet the team spends a considerable amount of time on the data entry, verification and 
reconciliation and senior advisors need to review and sign off all of the files including preparatory files and 
reconciliations. 

The average length of time spent with each member of staff in the client file is as follows: 

 Compliance Advisory 
 Hour Hour 
Assistant/trainees 0.1 0.3 
Senior Advisor 1.0 1.5 
Junior Advisor 0.5 0.5 

 

The firm operates for eight hours each day for six days per week. It is only closed for two weeks each year. 

Staff salaries are SDG400 billion each year for Senior Advisors, SDG280 billion each year for Junior Advisors 

and SDG120 billion each year for the Assistants/trainees. The cost of preparing and filing of tax return is SDG 

6,000,000 per client’s file. The cost of all additional tax advisory is SDG74,000,000 per client’s file. Other 

firm’s costs amount to SDG 1064 billion each year. Glam & Co charges SDG 600,000,000 for each Tax return 

filing and SDG 1,100,000,000 for advisory. The senior advisors’ time has been correctly identified as the 

bottleneck activity limiting the company’s revenue and profitability. 

Required: 

a. Briefly explain why the senior advisors’ time has been described as the ‘bottleneck activity’, 

supporting your answer with calculations.                                                                          (6 marks) 

b. Calculate the throughput accounting ratio (TPAR) for ‘tax filing’ and the TPAR for ‘tax advisory’ 

assuming the bottleneck activity is fully utilised.                                                                 (10 marks)  

c. Identify three recommendations  and briefly discuss their practical implications that Glam can 

implement to remove the bottleneck caused by lack of time of senior advisor.              (9 marks) 

 

(Total: 25 marks) 



Page 10 of 12 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



Page 11 of 12 
 

 


