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CMA JUNE-2019 EXAMINATION 
MANAGEMENT LEVEL 

SUBJECT: P2. PERFORMANCE MANAGEMENT 
 

Time Allocated: Three hours         Total Marks: 100 
 

Instructions to Candidates  

There are three sections (that is A, B & C) in this paper. You are required to answer ALL questions. 

Answers should be properly structured, relevant and computations need to be shown wherever 

necessary. 

You are strongly advised to carefully read ALL the question requirements before attempting the 

question concerned (that is all parts and/or sub-questions). 

ALL answers must be written in the answer book. Answers written on the question paper will not be 

submitted for marking. 

Start answering each question from a fresh sheet. Your answers should be clearly numbered with 

the sub-question number then ruled off, so that the markers know which sub-question you are 

answering. 

Section No of questions in the 
Section 

No of sub-questions 
in the Section 

Marks allocation 

A 01 08 20% 

B 01 05 30% 

C 02  50% 

 

TURN OVER 
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SECTION A – 20 MARKS  
This section consists of 1 question and 8 sub-questions.  
You are advised to spend no longer than 36 minutes on this section. Section will carry 20 marks and 
one sub-question will carry 2.5 marks each. 

 
QUESTION No. 1 

(a)  What is a just-in-time (JIT) inventory system? Name some inventory costs that can be 
eliminated or reduced by its use. 

(2 ½ Marks) 
(b)  What is the difference between volume-based cost drivers and activity-based cost drivers? 

(2 ½ Marks) 
(c)  Identify two qualitative considerations that could be associated with special order decisions. 

(2 ½ Marks) 
(d)  What three attributes are necessary for establishing the best standards? What information and 

considerations should be taken into account when establishing standards? 
(2 ½ Marks) 

(e)  List three features of a good balanced scorecard (BSC). 
(2 ½ Marks) 

(f)  Mention three key components in doing a strategic analysis of operating income. 
(2 ½ Marks) 

(g)  What is conformance quality? 
(2 ½ Marks) 

(h)  Describe Economic Value Added (EVA). 
 (2 ½ Marks) 

 

 

END OF SECTION A 

 

SECTION B Starts on page 3 
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Section B– 30 MARKS 
This section consists of 1 question and 5 sub-questions.  
You are advised to spend no longer than 9 minutes on each sub-question in this section. Section will 
carry 30 marks and one sub-question will carry 6 marks each. 

 
QUESTION No. 2 

(a)  One financial service organization formerly measured its performance using only a single 
financial measure, profits. It decided to adopt a more “balanced” measurement approach by 
introducing a 4P Scorecard: 

(1)  Profits 

(2)  Portfolio (size of loan volume) 

(3)  Process (% processes meeting quality certification standards) 

(4)  People (meeting diversity goals in hiring). 

Evaluate the strengths and weaknesses of the “4P Scorecard.” 
(6 Marks) 

(b)  McGee Corporation’s Olympia plant produces a module used in automobile manufacturing. The 
company’s practical capacity is 4,000 modules per week. The selling price is Tk.900 per module. 
Production this quarter is 3,000 modules per week, and all of the modules produced are sold 
each week. Demand is expected to remain steady. Total costs of production this week at the 
level of 3,000 modules were Tk.300,000 of fixed costs plus Tk.2,400,000 of variable costs. 
Suppose that a new customer’s supplier has an emergency need for 1,500 modules to be 
delivered next week and that the plant cannot schedule overtime production. Consequently, 
McGee would have to give up some of its current sales to fill the new order. Total selling and 
administrative costs would not change if McGee accepts the order. What is the minimum (floor) 
price that McGee should charge for the new order? 

(6 Marks) 

(c)  The registration advisors at a small mid western university (SMU) help 4,200 students develop 
each of their class schedules and register for classes each semester. Each advisor works for 10 
hours a day during the registration period. SMU currently has 10 advisors. While advising an 
individual student can take anywhere from 2 to 30 minutes, it takes an average of 12 minutes 
per student. During the registration period, the 10 advisors see an average of 300 students a 
day on a first-come, first-served basis. Calculate how long the average student will have to wait 
in the advisor’s office before being advised. The head of the registration advisors would like to 
increase the number of students seen each day, because at 300 students a day it would take 14 
working days to see all of the students. This is a problem because the registration period lasts 
for only two weeks (10 working days). If the advisors could advise 420 students a day, it would take 
only two weeks (10 days). However, the head advisor wants to make sure that the waiting time is not 
excessive. What would be the average waiting time if 420 students were seen each day? 

(6 Marks) 
(d)  It is sometimes difficult to accept the proposition that past or sunk costs are irrelevant to 

decisions. Consider the ticket you have to a major football game in December. After getting the 
ticket, you learn that the game will be on TV, and you really prefer to watch the game in the 
comfort of your warm home. Does your decision about attending the game or watching it on TV 
depend on whether you were given the ticket for free or you paid Tk.8,000 for it? What does this 
tell you about a manager’s decision to replace a piece of equipment? 

(6 Marks) 
 
 

SECTION B Continues on page 4 
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(e)  Seating Concepts has just finished its first year of business. Seating Concepts makes decorative 
outdoor furniture. The firm manufactured 2,500 pieces of furniture during the year: 2,400 were 
sold at garden centers for Tk.456,000; 100 pieces were defective and could only be sold as 
scrap metal (25 pounds each and can be sold for Tk.2.50 per pound). No defective units could 
be reworked. During the year the following costs were incurred: 
Total appraisal cost Tk.9,000 
Total prevention cost 25,700 
Total production cost 250,000 
Total selling and administrative cost 70,000 

 
Required: 
 
Compute the total profits lost by the company from selling scrap units during its first year of 
operations. 

(6 Marks) 
 

 

END OF SECTION B 

 

SECTION C Starts on page 5 

 

 

 



Page 5 of 6 
 

Section C– 50 MARKS 
This section consists of 2 questions.  
You are advised to spend no longer than 45 minutes on each question in this section. Section will 
carry 50 marks (each question carries 25 marks) and allocation of marks for each sub-question is 
indicated next to the sub-question. 

 

QUESTION No. 3 

WZ is a manufacturing company with two factories. The company’s West factory currently produces a 
number of products. Four of these products use differing quantities of the same resources. Details of 
these four products and their resource requirements are as follows: 

Product J (Tk./unit) K (Tk./unit) L (Tk./unit) M (Tk./unit) 

Selling price 56 40 78 96 

Direct labor (Tk. 8 per hour) 20 16 24 20 

Direct Material A (Tk.3 per litre) 6 3 0 9 

Direct Material B (Tk.5 per kg) 10 0 15 20 

Variable Overhead (see note 1) 
Labor related 
Machine related 

 
1.25 
1.25 

 
1 
2 

 
1.50 
0.75 

 
1.25 

1 

Total Variable Cost 38.50 22 41.25 51.25 

Other Data: 
Machine hours per unit 
Maximum demand per week 

 
5 

1,000 

 
8 

3,500 

 
3 

2,800 

 
4 

4,500 

Notes: 

1.  An analysis of the variable overhead shows that some of it is caused by the number of labor 
hours and the remainder is caused by the number of machine hours. 

2.  Currently WZ purchases a component P from an external supplier for Tk.35 per component. A 
single unit of this component is used in producing N the company’s only other product. Product 
N is produced in WZ’s other factory and does not use any of the resources identified above. 
Product N currently yields a positive contribution. WZ could manufacture the component in its 
West factory, but to do so would require: 1 hour of direct labor, 0.5 machine hours, and 2 kgs of 
direct material B. WZ purchased 500 components per week. WZ could not produce the 
component in its other factory. 

3.  The purchasing director has recently advised you that the availability of direct materials A and B 
is to be restricted to 21,000 litres and 24,000 kgs per week respectively. This restriction is 
unlikely to change for at least 10 weeks. No restrictions are expected on any other resources. 

4.  WZ does not hold inventory of either finished goods or raw materials. 
5.  WZ has already signed a contract, which must be fulfilled, to deliver the following units of its 

products each week for the next 10 weeks: 
 

Product Contract Units 

J 
K 
L 
M 

100 
200 
150 
250 

 

These quantities are in addition to the maximum demand identified above. 

Required: 

(a)  Calculate whether WZ should continue to purchase the component P or whether it should 
manufacture it internally during the next 10 weeks.  

(b)  Prepare a statement to show the optimum weekly usage of the West factory’s available 
resources. (Note: You are NOT required to use liner programming.)  

SECTION C Continues on page 6 



Page 6 of 6 
 

(c)  Assuming no other changes, calculate the purchase price of the component P at which your 
advice in part (a) above would change.  

(d)  Explain TWO non-financial factors that should be considered before deciding whether or not to 
manufacture the component internally.  

(e)  If you were to solve part (b) above using linear programming state the following: 
(i)  the objective function; 
(ii)  the inequality for the material A constraint; 
(iii)  the inequality for the material B constraint. 

      [Marks: (11+3+4+4+3) = 25] 
QUESTION No. 4 

S Division and R Division are two divisions in the SR group of companies. S Division manufactures 
one type of component which it sells to external customers and also to R Division. 
Details of S Division are as follows: 
 Market price per component  Tk.200 
 Variable cost per component Tk.105 
 Fixed Costs Tk.1,375,000 per period 
 Demand from R Division 20,000 components per period 
 Capacity  35,000 components per period 
R Division assembles one type of product which it sells to external customers. Each unit of that 
product requires two of the components that are manufactured by S Division. 
Details of R Division are as follows: 
 Selling price per unit Tk.800 
 Variable cost per unit: 
  Two components from S 2 components @ transfer price 
  Other variable costs  Tk.250 
 Fixed Costs Tk.900,000 per period 
 Capacity  10,000 units per period 

Group Transfer Pricing Policy: 

Transfers must be at opportunity cost. 
R must buy the components from S. 
S must satisfy demand from R before making external sales. 

Required: 
(a)  Calculate the profit for each division if the external demand per period for the components that 

are made by S Division is: 
 

(i)  15,000 components 
(ii)  19,000 components 
(iii)  35,000 components  

 

(b)  Calculate the financial impact on the Group if R Division ignored the transfer pricing policy and 
purchased all of the 20,000 components that it needs from an external supplier for Tk.170 each. 
Your answer must consider the impact at each of the three levels of demand (15,000, 19,000, 
and 35,000 components) from external customers for the component manufactured by S 
Division. 

 

(c)  The OECD produced guidelines with the aim of standardizing national approaches to transfer 
pricing. The guidelines state that where necessary transfer prices should be adjusted using an 
‘arm’s length’ price. Explain- 
 

(i)  An ‘arm’s length’ price. 
(ii)  The Three methods that tax authorities can use to determine an ‘arm’s length’ price. 

[Marks: (12+6+7) = 25] 
* End of Question Paper * 

  


