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MOCK	EXAM	3	:	QUESTIONS

CIMA	MANAGEMENT	CASE	STUDY 

Mock	Examina8on	3	
ZedEx	
November	2017 

This	examina4on	is	structured	as	follows:	

Sec8on Number	of	tasks Timing	of	sec8on	(minutes)

1 1 45

2 1 45

3 1 45

4 1 45
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©	Prac4ce	Tests	Academy,	2017	

The	text	 in	 this	material	and	any	others	made	available	by	any	Prac4ce	Tests	Academy	does	not	
amount	to	advice	on	a	par4cular	maKer	and	should	not	be	taken	as	such.	No	reliance	should	be	
placed	on	the	content	as	the	basis	for	any	investment	or	other	decision	or	in	connec4on	with	any	
advice	 given	 to	 third	 par4es.	 Please	 consult	 your	 appropriate	 professional	 adviser	 as	 necessary.	
Prac4ce	 Tests	 Academy	 expressly	 disclaim	 all	 liability	 to	 any	 person	 in	 respect	 of	 any	 losses	 or	
other	claims,	whether	direct,	indirect,	incidental,	consequen4al	or	otherwise	arising	in	rela4on	to	
the	use	of	such	materials.	

All	rights	reserved.	No	part	of	this	examina4on	may	be	reproduced	or	transmiKed	in	any	form	or	
by	any	means,	electronic	or	mechanical,	including	photocopying,	recording,	or	by	any	informa4on	
storage	and	retrieval	system,	without	prior	permission	from	Prac4ce	Tests	Academy.	
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TASK 1 (45 Minutes) 

You	receive	an	email	from	Anna	Brent	as	you	come	to	the	office	aPer	your	CIMA	study	leave.	

From:	Guy	Vonn,	Sales	and	Marke4ng	Director	
To:	Finance	Manager	
Date:	Today	
Subject:	Business	issues	

Hi,	

Hope	your	exam	went	well.	As	you	know	I	will	be	going	on	vaca4on	early	December	and	before	I	do	that,	there	
are	few	issues	I	need	to	resolve.	I	need	your	advice	and	support	as	I	believe	you	are	more	up	to	date	with	some	
of	these	technical	issues.	

I	have	aKached	a	transcript	of	a	documentary	from	last	night	about	the	quality	of	4mber,	that	is	used	for	our	USA	
Embassy	Desking	 system	order	 of	 6.5	million	K$.	 The	broadcaster	 did	 not	 seek	our	 response	 and	 so	we	were	
unaware	of	it	un4l	it	was	broadcasted.	The	issue	raised	there	really	worries	me.	

We	have	had	only	a	few	hours	to	inves4gate	but	the	basic	story	appears	to	be	true.	Eric	has	checked	with	James,	
the	Warehouse	Manager,	who	was	filmed	by	the	reporter	and	it	appears	that	the	instruc4ons	have	been	given	by	
Henry	directly	to	James	to	accept	4mber	from	TT	Ltd	without	COC	cer4fica4on	and	to	stack	it	with	other	4mber	
with	COC	cer4fica4on.	This	USA	order	needs	to	be	delivered	by	the	20th	of	December	2017	and	we	have	no	4me	
to	obtain	COC	cer4fied	4mber	now	in	order	to	fulfill	delivery	obliga4ons	and	we	will	have	to	suspend	produc4on	
for	anything	up	to	3	months	if	the	present	lot	of	4mber	is	rejected	un4l	we	can	find	an	alternate	supplier.	

We	have	consulted	our	 lawyers	who	believe	that	we	can	expect	a	 large	number	of	claims	from	our	customers.	
We	can	expect	to	be	blamed	by	KFA	too	on	this	professional	negligence.	As	the	year	end	is	just	one	month	away,	
we	will	have	to	be	ready	to	make	a	provision	in	the	financial	statements.	This	scenario	shows	a	significant	sypply	
chain	risk	we	need	to	consider.	

I	need	your	thoughts	on	the	following:	

1.	 How	can	we	organise	our	supply	chain	beKer	to	prevent	a	recurrence?		

2.	 How	can	we	address	the	inevitable	claims	that	we	have	acted	unethically	and	against	the	public	interest?	

3.	 What	 are	 the	 accoun4ng	 issues	 associated	with	 determining	 the	 need	 for	 a	 provision	 in	 the	 financial	
statements.	

Regards	

Guy	
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Reference material 
Video	transcript	

	

An	undercover	reporter	is	working	in	the	ZX	factory.	He	has	a	4ny	video	camera	in	the	pocket	with	the	lens	wired	
into	his	name	badge.	The	reporter	is	in	the	warehouse	unit	that	inspects	and	receives	4mber	product.	

Reporter:	These	&mbers	do	not	confirm	to	our	policy	of	purchasing	&mber	from	environmental	friendly	managed	
sustainable	forests.	Shall	I	return	them?	

James:	No	just	accept	them.	We	do	not	need	to	worry	about	the	source	of	this	&mber	as	this	supplier	TT	Ltd	is	a	
close	friend	of	our	MD	and	we	have	con&nuously	accepted	their	&mber.	So	far	no	customer	has	complained	and	I	
think	it	is	OK	to	use.	

The	reporter	emp4es	the	container	containing	250	lengths	of	4mber	without	the	Chain	of	Custody	cer4fica4on	
and	stacks	with	other	4mber	containing	Chain	of	Custody	cer4fica4on.	

Reporter:	You	 know	 this	 shipment	 of	 &mber	 is	without	 the	 COC	 cer&fica&on	 and	we	 are	 stacking	 it	with	 COC	
cer&fied	&mber.	 Is	 it	OK	to	use	 it	 for	our	USA	Embassy	Desking	system	order	where	they	have	specifically	have	
said	to	use	COC	cer&fied	&mber.	

James:	Yes	 it	 is	alright	as	we	only	need	to	cer&fy	 to	our	customer	 that	&mber	we	use	 is	COC	cer&fied	and	this	
could	 be	 easily	 done	 internally.	 We	 have	 done	 this	 with	 many	 of	 our	 pres&gious	 customers	 and	 have	 never	
complained	and	so	why	o	worry.	Let’s	use	this	&mber	for	USA	Embassy	order.		
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Profide	the	advice	requested	by	Guy.	
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TASK 2 (45 minutes) 
You	have	received	the	following	email	from	the	Finance	Director:	

From:	Anna	Brent	
To:	Financial	Manager 
Date:	Today	
Subject:	Recruitment	issue	

Hi,	

Thanks	a	lot	for	your	yesterday’s	email.	Your	input	was	very	useful	to	the	board.	Unfortunately	 	I	
believe	there	is	another	ethical	issue,	which	we	may	need	to	address	and	I	count	on	your	support	
on	this	maKer	too.	

Raife	Eddison,	our	Customer	Service	head,	has	done	something	which	I	think	is	ques4onable.	We	
were	 to	adver4se	 for	a	new	posi4on	of	Customer	Rela4onship	Manager	 to	develop	exis4ng	and	
new	 rela4onships	 within	 Kordia’s	 leading	 architectural	 prac4ces.	 I	 aKach	 the	 draf	 job	
adver4sement.	In	the	mean4me	Raife	has	approached	Peter,	the	Customer	Rela4onship	Manager	
from	 RiPlan.	 When	 asked	 what	 he	 could	 offer	 to	 ZX,	 he	 has	 indicated	 he	 is	 in	 the	 process	 of	
finalisa4on	of	a	40	K$	Million	project	to	refurbish	“Kordia	Na4onal	Distribu4on	Centre”	with	office	
furniture.	RiPlan	will	work	closely	with	No	1	interior	décor	company	in	the	“City	Crea4ve”,	part	of	
the	mul4million	 K$	 construc4on	 and	 fit-out	 company	 “City	 Group”	 based	 in	 Kordia.	 RIPlan	 will	
provide	 desking,	 sea4ng,	 storage,	managerial	 and	 boardroom	 furniture	 to	 a	 specifica4on	 jointly	
agreed	between	all	 three	par4es.	He	has	given	some	of	 the	 ideas	of	 the	proposed	project	and	 I	
have	clipped	few	of	those	to	this	email.	

According	 to	 Peter,	 RiPlan	 has	 not	 yet	 signed	 the	 tri	 parte	 contract.	 RiPlan	 was	 dragging	 the	
contract	without	signing	trying	to	increase	the	price	to	K$50m.		

Peter	 believes	 that	 if	 we	 move	 fast	 and	 with	 his	 influence	 over	 the	 “City	 Crea4ve”,	 he	 could	
recommend	ZX	and	if	we	offer	K$45m,	we	should	win	this	contract.	That	would	significantly	exceed	
our	budgeted	revenue	for	this	year.		

However	the	delivery	and	installa4on	will	happen	only	in	March	2018.	I	need	your	advise	on	this	
maKer.	 I	know	there	is	a	new	accoun4ng	standard	called	“Revenue	from	Contracts”	and	it	 is	due	
for	implementa4on	from	2018.	As	per	this	IFRS,	can	we	recognise	K$45m	revenue	in	2017	financial	
year?	

Raife,	having	Guy	Vonn’s	agreement,	has	already	offered	Peter	the	job	as	the	Customer	Rela4ons	
Manager	with	a	20%	higher	salary	than	what	he	has	now.	The	whole	board	believes	that	Peter	can	
help	us	to	boost	sales	by	at	least	by	50%	and	the	shif	of	Peter	to	ZX	will	cause	RiPlan	sales	to	drop	
and	thus	through	this	recruitment	we	could	penetrate	into	RiPlan’s	market	share.	
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I	expressed	concern	about	the	ethics	of	profi4ng	from	this	informa4on,	but	the	board	didn’t	seem	
to	hear	my	concerns.	They	say	that	Peter	chose	to	breach	RiPlan’s	confidence	voluntarily.	Eric	and	
Guy	are	of	an	opinion	that	we	should	exploit	the	informa4on	to	the	fullest.	

Can	you	 to	 reply	 to	 this	email	and	explain	 the	ethical	 implica4ons	of	 signing	a	 tri	parte	contract	
based	 on	 informa4on	 provided	 by	 Peter.	 Furthermore,	 explain	 the	 poten4al	 commercial	
implica4ons	 for	 ZX	 if	 the	 press	 discovers	 how	 we	 managed	 to	 sign	 the	 contract	 with	 “Kordia	
Na4onal	Distribu4on	Centre”	and	“City	Crea4ve”.	

Regards,	

Anna	

Reference material 
DraP	Adver8sement	for	Customer	Rela8onship	Manager	

Customer Relationship Manager	
Zx are an established Kordia Office Furniture Manufacturer who are looking to employ an 
Customer relationship manager to develop existing and new relationships within Kordia’s leading 
Architectural practices. 

Job Description: 

• Understanding of specification to Architects and Designers 
• A good network builder with the ability to develop relationships 
• Must be innovative with drive, enthusiasm and a hands on approach 
• Networking / entertainment 
• Excellent communication and presentation skills i.e. ability to communicate technical 

information to non-technical audiences 
• Must be team orientated 
• Proficient with internet, MS Office, Microsoft Word, Excel, and creating PowerPoint 

presentations 
• Experience of presenting formally and informally to groups and individuals. 

This opportunity might be suitable for a young designer, creative graduate or established sales 
person looking to extend their horizons. 

All CV’s will be treated in the strictest of confidence and must be addressed to: 

ZedEx is an equal opportunity employer. 
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Proposed	furniture	and	layout	for	“Kordia	Na8onal	Distribu8on	Centre”	
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Please	reply	to	Anna’s	email	
 	
From:	Financial	Manager	
To:	Anna	Brent	
Date:	Today	
Subject:	RE:	Recruitment	issue	
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TASK 3 (45 minutes) 
You	have	received	the	following	email	from	the	Finance	Director:	

Hi,	

Thank	you	very	much	for	the	great	work	you’ve	done	so	far.	Your	email	on	Peter’s	issue	was	very	
valuable	for	me	to	make	my	views	much	stronger	to	the	board.	I	have	another	maKer	where	I	need	
your	feedback.	It	is	about	a	bonus	issue.	

Considering	 large	 retained	 earnings	 on	 SOFP,	 the	 board	 in	 concurrence	 with	 Henry	 decided	 to	
capitalise	retained	earnings	by	issuing	3	bonus	shares	for	each	share	held	by	Henry,	who	is	the	sole	
shareholder.	The	directors	are	concerned	that	EPS	will	come	down	with	the	issue	of	bonus	shares	
and	that	the	other	stakeholders	will	 look	adversely	at	the	company.	Also	Guy	was	asking	me	why	
do	we	do	 two	different	 calcula4ons	 for	EPS	when	bonus	 shares	are	 issued	and	when	shares	are	
issued	at	full	market	price,	especially	with	regards	to	the	weighted	average	number	of	shares.	

Also	 in	 order	 to	 retain	 highly	 skilled	 employees	 in	 the	 organisa4on,	 as	 a	 part	 of	 ZX’s	 mission	
statement	 Henry	 has	 suggested	 to	 issue	 addi4onal	 10%	 shares	 to	 those	 employees	 who	 have	
completed	five	years	of	service	in	ZX	by	31st	December	2023	free	of	charge.	I	recall	that	we	need	to	
calculate	DEPS	in	this	event.	

Please	prepare	a	brief	note	on	the	following	to	the	Directors:	

1. Explain	 why	 a	 bonus	 issue	 and	 issue	 at	 full	 market	 price	 are	 treated	 differently	 in	 the	
calcula4on	 of	 basic	 EPS	 and	 also	 whether	 EPS	 will	 come	 down	 with	 a	 bonus	 issue	
compara4vely	over	previous	years.	

2. What	will	be	the	impact	on	wealth	of	shareholders	due	to	the	bonus	issue?	

3. Why	do	we	need	to	calculate	DEPS	when	share	op4ons	are	given	and	the	method	to	calculate	
DEPS?	

Regards,	

Anna	
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Prepare	the	work	that	Anna	has	requested. 	
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TASK 4 (45 minutes) 
    
You	receive	the	following	email	from	MD	just	few	days	aPer	Anna	has	gone	on	leave	

From:	Henry	Lund	
To:	Financial	Manager	
Subject:	Extended	Value	Chain	

As	Anna	is	on	her	annual	leave,	I	need	your	advise	on	the	following	maKer.	

I	was	aKending	a	conference	on	World	Class	Manufacturing	in	London.	The	workshop	I	enjoyed	the	
most	was	called	“The	extension	of	the	Value	Chain	to	include	suppliers	and	customers.”	

Could	 you	 please	 share	 your	 knowledge	 and	 thoughts	 with	 me	 on	 that	 topic?	 What	 are	 the	
components	 of	 the	 extended	 Value	 Chain?	 And	 how	 can	 we,	 in	 ZX,	 apply	 each	 of	 these	
components.		

If	we	 introduce	Value	Chain	should	we	 focus	our	value	chain	analysis	 in	a	 low	cost	 strategy	or	a	
differen4a4on	strategy?	

Also	during	the	weekend	I	read	with	much	interest	the	press	ar4cle	about	ARM	corrup4on	crisis	in	
The	 Kordian	 Financial	 over	 illegal	 payments	 from	 suppliers	 to	 their	 managers.	 What	 are	 the	
controls	we	should	implement	in	our	company	to	avoid	a	similar	situa4on	in	our	company?		

Regards	

Henry	
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Please	reply	to	Henry’s	email	in	the	box	below.	

From:	Financial	Manager	
To:	Henry	Lund	
Subject:	RE:	Extended	Value	Chain	
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FORMULAE AND TABLES 
Annuity	

Present	value	of	an	annuity	of	£1	per	annum,	receivable	or	payable	for	n	years,	commencing	in	
one	year,	discounted	at	r%	per	annum:	

Perpetuity	

Present	value	of	£1	per	annum,	payable	or	receivable	in	perpetuity,	commencing	in	one	year,	
discounted	at	r%	per	annum:	

Growing	Perpetuity	

Present	value	of	£1	per	annum,	receivable	or	payable,	commencing	in	one	year,	growing	in	
perpetuity	at	a	constant	rate	of	g%	per	annum,	discounted	at	r%	per	annum:	 
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CIMA	MANAGEMENT	LEVEL	CASE	STUDY	

Normal	Distribu8on	

This	 table	 gives	 the	 area	 under	 the	 normal	 curve	 between	 the	 mean	 and	 a	 point	 Z	 standard	
devia4ons	above	the	mean.	The	corresponding	area	for	devia4ons	below	the	mean	can	be	found	
by	symmetry.	 
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Present	value	table	
Present	value	of	£1	i.e.	(1	+	r)−n	where	r	=	interest	rate,	n	=	number	of	periods	un4l	payment	or	
receipt.	
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Cumula8ve	present	value	of	1.00	unit	of	currency	per	annum.	
Receivable	or	payable	at	the	end	of	each	year	for	n	years	1	−	(1	+	r)	−	n	
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