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Sample exam questions

Scenario 1

Performance Management (PM) Sample Questions - March/June2020

$ Symbol [ ] v Highlight F Strikethrough [E] Calculator /' Scratch Pad

The following scenario relates to four requirements.

Clear Co is an eye treatment specialist, founded in 20X4, which runs five clinics nationwide. It is based in Zeeland, a
country in which 20% of the population is over 65 years old, compared to only 15% ten years ago.

Clear Co offers two eye treatment procedures: laser treatment and lens treatment. Laser treatment is the less
complex of the two procedures. Technology changes rapidly in this industry and as a result 90% of patients now
qualify for laser treatment, compared to only 80% five years ago

The remaining 10% of patients are only able to have lens treatment, of which there are two types: ‘refractive lens
exchange' (RLE) and ‘implantable contact lenses’ (ICL). Clear Co started providing RLE, a treatment most effective
for patients aged 40 or older, in 20X4 when it was founded. Two years ago, it also began providing ICL, a treatment
recommended for patients under the age of 40.

The market for eye treatment procedures in Zeeland is dominated by a few main suppliers, of which Clear Co is one.
Until two years ago, Clear Co was the largest supplier but, following the merger of two other companies, it is now the
second largest. The merged company, Eos Co, has recently released its financial statements for the year, showing
profits which were 10% higher than forecast. Eos Co's press release stated that it has achieved this despite offering
reduced prices for the ICL treatment. It has been able to offer reduced prices because of the economies of scale
achieved by the merger.

The following information relates to the two types of lens treatments offered by Clear Co for the year just ended:

Lens treatment RLE ICL
Budget Actual Budget Actual
Number of treatments 3,750 4,130 1,320 960
Selling price per treatment ($) 3,000 2,900 3,650 3,400
Variable cost treatment ($) 600 590 1,150 1,200
@ HelpiFc lae Sheet - Review Screen

Note: See page 13 for example view of full CBE constructed response workspace
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Requirements for Scenario 1

{a) Calculate the following TOTAL variances for Clear Co's lens treatments:

(i) the sales mix contribution variance

(4 marks)
(ii) the sales quantity contribution variance.
(4 marks)
Edt Format
EAEEe - -
T s v sk x 3 ZEEEE
Al
P A B c D E F G H 1 i K L M N 0 -
1 ! I -
(b) Explain what each of the sales mix contribution variance and sales quantity contribution variance measures.
(2 marks)

DxB@B ©c QB I VYS Xx L

Paragaph v EH v =

i
ihl
(1]

]

(c) Using your answer from part (a) and any other relevant calculations, discuss Clear Co's SALES performance for the year just
ended.

Note There are up to four marks available for additional calculations relevant to SALES performance and six marks available for discussion

(10 marks)
(20 marks)
D(x 8BS QB I Y SsiXxL
Poagaph v | v | = = = = = E |8 =
Note: See page 13 for example view of full CBE constructed response workspace
9
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Scenario 2

F Manag (PM) ple Q - March/June2020

$ symbol [] v Highlight F Str gh [@ c & Scratch Pad
The following scenario relates to three requirements.

Hammocks Co own and operate a small chain of four luxury vacation resorts. All four resorts are located on
islands that enjoy a hot, sunny climate for nine months of the year. Each resort has gourmet restaurants, water
sports and spa facilities, as well as sun terraces and pools

Hammocks Co's management currently focus on two distinct stakeholder groups: shareholders and customers,
and has two objectives:

(1) to make a profit long term and;
(2) to create customer loyalty

All operational (non-management) staff at the resorts receive comprehensive training and are employed in secure,
long-term contracts, which is unusual in this industry.

Guests who visit the resorts pay one upfront fee and then enjoy unlimited food, drink and use of the resort
facilities. When a guest arrives at a resort they are personally greeted by a concierge, offered a drink and cold
towel while their luggage is transferred to their luxury room. All rooms are scrupulously clean and contain
complimentary drinks, snacks, toiletries, bathrobes and slippers. The rooms are all equipped with appliances,
which Hammocks Co's management believe that guests need during their stay, including satellite television,
coffee-maker, refrigerator and hairdryer. If a guest requests something that is not available in the room, a call to
the reception ensures that it arrives within ten minutes.

An extract from Hammocks Co's management accounting data is as follows:

Budget  Actual  Actual Actual

20X7 20X7" 20X6 20X6

Competitor

‘Loungers’

Average number of guests per week 2,000 1,960 1,940 1,700

Average revenue per week ($) 4,000,000 3,920,000 3,880,000 3,060,000
Average staff costs per week

- Maintenance ($) 480,000 480,000 470588 455,000

- Service ($) 960,000 960,000 941,176 800,000

Average weekly spend on repairs 200,000 160000 196,078 180,000

(8)

Ratio of operational staff to guests 150 1.53 1.50 1.30

Average rooms available per week™ 1,200 1,200 1,200 1,100

Market share % 29 28 29 23

*The actual 20X7 figures are based on the year to date figures (ten weeks).
** Rooms are designed for double occupancy.

Note: General inflation is 2% higher in 20X7 compared to 20X6

Note: See page 13 for example view of full CBE constructed response workspace
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Scenario 2 (continued)

Extracts from TripEvent, an influential online customer forum:

'I love Hammocks Co; the service and attention to detail is exemplary and the resorts are always pristine.
However, their competitor "Loungers” has full body dryers, ionised water taps and a range of professional haircare
equipment in all their rooms '

'Our third time back to Hammocks Co this year and we continue to be amazed by the wonderful level of service.
One thing though is the menus don't seem to have changed much from one visit to the next’

‘We booked Hammocks Co on the spur of the moment but then found that we couldn't get a flight. We called
Hammocks Co's administrative centre to change our booking to another resort where we could get a flight to and
were told that it would not be a problem. However, it took two more calls and three emails to get confirmation and
then our credit card was charged twice in error. Of course it was eventually all resolved, the incorrect charge
refunded, a complimentary limousine provided to and from the airport and we received the most amazing
customer service at the resort, but it was frustrating at the time.

"When | made my booking | was assured that my bed would be made with the special anti-allergenic bedding
which | need for a good night's sleep and that my favourite blend of tea would be available. When | arrived,
neither of these requirements were met. To be fair to Hammocks Co though, everything was in order two hours
later when | went to bed '

(?) Help/Formulae Sheet | Review Screen

Note: See page 13 for example view of full CBE constructed response workspace
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Requirements for Scenario 2

(a) Based on the limited information available, discuss the performance of Hammocks Co in light of its two existing objectives.
(8 marks)
DxB@ o6 Q| BI YS XX L
Paragraph v By £ 2 2 E = = € =
{b) (i) Explain TWO advantages of Hammocks Co using the balanced scorecard approach to performance management.
(3 marks)

(ii) Suggest and justify ONE goal and TWO performance measures for each of the TWO perspectives of the balanced scorecard
which are not currently addressed by Hammock Co's objectives.

(9 marks)

(20 marks)
Oix B 0|9 |Q|B I 8 &5 (% x|Z

Paragraph ~ B ¥

n
il
1]

Note: See page 13 for example view of full CBE constructed response workspace
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