
� 


MOCK	EXAM	1	:	QUESTIONS

CIMA	MANAGEMENT	CASE	STUDY 

Mock	Examina8on	1	
Nortan	
February	2018 

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	maJer	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	transmiJed	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 come to the office and you notive the following email in your mailbox:

From: Kim Lee, FOSSC Head of Human Resources
To: Senior Financial Manager
Subject: AP and the Operation Units

Good day SFM

Your line supervisor is not available at the moment, but has told me that I can enlist your 
help. I need an unbiased opinion on a matter. We are currently investigating the issues 
underlying the underperformance and low staff morale in the AP department.

We’ve accessed various sources of information such as the recent staff satisfaction 
survey, which showed that staff morale is low. In addition, statistics reveal that both 
absenteeism and staff turnover are exceptionally high. There have been complaints from 
other areas of the shared service centre about the department. However, staff enjoy 
competitive packages and other excellent working conditions such as free car parking and 
access to an onsite gym facility.

We’ve run some focus groups with staff working in those departments to try and gather 
more information to help them better understand the causes of underperformance and low 
staff morale. The findings suggest that there appears to be a “them versus us” culture 
between the AP staff and team leaders.

Staff say they are only allowed to undertake the specific activities included in their narrow 
job descriptions and feel unable to fully contribute as a result of the chain of command in 
the FOSSC. See attached AP structure.

Staff also say that they are not involved in decisions regarding the department’s activities, 
and many say they have not had any training. They feel that their contributions are not 
recognised by team leaders and that they never receive feedback on their performance. 
Staff characterize the leadership and management of the department as task-focused, with 
target deadlines, tight controls and close supervision.

Would you be able to recommend how to improve the poor performance and low staff 
morale? Would mentoring help?

Best regards
Kim
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Reference material 
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Prepare the work requested by Kim.

From: Senior Financial Manager
To: Kim Lee, FOSSC Head of Human Resources 
Subject: AP and the Operation Units	
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TASK 2 (45 minutes) 
A few days later, you get the following email.

From: Andrew Milner, FOSSC Head of Management Information and Budgeting
To: Senior Financial Manager
Subject: KPIs

Good day SFM

Amber recently expressed her concerns about the KPIs we use at the FOSSC to evaluate 
the operating units (subsidiaries). In particular, she seems to think we are looking at too 
many indicators. I suppose a lot of these come from the fact that we use Balanced 
Scorecard ourselves. There has been a push for the FOSSC to limit the multiple KPIs at 
the operating unit so that we can concentrate on the more important targets like ROI.

The FOSSC formulates the whole budget process and figures with various key staff 
members and managers across the operating units. We discuss target levels for the KPIs. 
KPIs are set at the individual operating unit level. Amber feels this slows the process way 
down and has expressed that budgets should just be set by the operating unit managers 
with minimal analysis and review from us.

Amber has also highlighted that there were rumours about dysfunctional behaviour arising 
from using KPIs to measure the operating unit managers’ performance.

Would it be possible for you to help me draft a response to Amber with regards:
- The pros and cons of collaborating with the operating units when we set their KPI 

targets
- How can we manage the problem of dysfunctional responses to KPI targets

I’ve attached the KPIs set for the different operating units.

Best regards
Andrew
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Reference material 

Environmental	
performance

Amount	of	drilling	waste	
Number	of	leakage	and	oil	spills	
Total	amount	of	emission	
Energy	consump4on	and	reduc4on	
Water	consump4on

Customer	rela4ons	
performance

Customer	sa4sfac4on	
Repeat	customers

Financial	performance Revenue	per	opera4ng	unit	
Expenses	per	opera4ng	unit

Opera4onal	
performance

Analysis	of	fuel	quality	–	benzene,	lead	
Sulphur	content	in	fuels	
Number	of	products	transported	by	
means	of	pipelines,	railway	and	road	
Decommissioning/rehabilita4on	costs	
Number	of	sites	being	decommissioned	
and	in	the	process	of	being	
decommissioned

Safety	performance Lost	4me	injury	frequency	
Accident-free	days	
Number	of	process	safety	events

Opera4ng	unit	
employee	
performance

Training	days	per	employee	
Number	of	promo4ons	based	on	work	
performance	
Number	of	scholarships	and	academic	
contribu4ons	
Disciplinary	frequency	
Employee	reten4on	rate
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Prepare the work that Andrew has requested.

From: Senior Financial Manager
To: Andrew Milner, FOSSC Head of Management Information and Budgeting 
Subject: RE: KPIs
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TASK 3 (45 minutes) 
Two days later you have received the following email from the head of HR.

From: Kim Lee, FOSSC Head of Human Resources
To: Senior Financial Manager
Subject: HR section

Hi SFM

Thanks for your opinion on the staff demotivation situation last time. It definitely helped 
with the decision I eventually took to sort out the issues. I have another matter that I’d like 
your assistance on, I hope you don’t mind?

As you are probably aware, we are finally merging the HR departments of all the operating 
units into one. Due to geographic reasons, we still need most HR resources at the 
operating unit locations. Some staff have expressed willingness to relocate and so they 
have first choice to join the new FOSSC HR section in Centaria. Others, who do not want 
to relocate, will remain at the unit location to be FOSSC’s representatives or points of 
contact.

We will be taking on the HR staff of the operating units as part of our expenses, plus 
adding a few more employees at the FOSSC level to manage.

Our current plan is to put the HR and Payroll sections together since both deal with 
employees and it will likely create economies of scale, having both sections work side by 
side.

You might have seen the refurbishment happening in our offices at the moment to 
accommodate the creation of the HR section. I have a project team currently managing 
this refurbishment project to ensure that the work is carried out with the minimum 
disruption at the FOSSC. The project team also makes sure that the interior design needs 
to incorporate teamwork, innovative and high quality concepts, as these are in keeping 
with our core values.

I’m putting together some notes for a meeting with Amber, and your views would really be 
highly appreciated. Would you mind commenting on the following:

- Are there any potential causes and forms of conflict that I may be missing when 
dealing with this restructure of the HR with the Payroll section?

- I’ve read about McKinsey’s 7S model as a management framework and I know you 
probably know more about this from your CIMA studies. Using McKinsey’s model, 
would you be able to enlighten me with regards which factors will need to be 
addressed in order to manage the impact of the restructure?

Regards
Kim
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Reference material 
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Prepare the work that KIim has requested.

From: Senior Financial Manager
To: Kim Lee, FOSSC Head of Human Resources
Subject: RE: HR section
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TASK 4 (45 minutes) 
    
Few days have passed and Amber sends you the following email. 

From: Amber Lees, FOSSC Director of Operations
To: Senior Financial Manager
Subject: Share option scheme

Hi SFM

The Board of Directors of the Nortan Group is currently considering the possibility of 
creating a share options scheme for all existing Nortan staff.

However, before the scheme is fully implemented, the Board wants to try it out on the 
FOSSC employees first. The Board expects full participation from the FOSSC employees. 
To entice staff and highlight the advantages of the scheme, the Board wants to offer share 
options instead of performance bonuses this quarter.

Each FOSSC employee will receive a package of options this quarter. If successfully 
accepted, the scheme will replace the bonuses. Quarterly grants will be implemented 
depending on performance. The options would have a 3-year vesting period.

If the scheme is well received at the FOSSC level, it will be rolled out to the rest of the 
Group.

I am uncertain about this proposal and would like to put together some notes to brief the 
Nortan Board with. Would you mind drafting the notes?

In particular, I need the following addressed:
- Accounting problems associated with the proposal. We currently don’t have any 

other options or warrants in issue.
- Risks associated paying performance bonuses using options in the manner 

described above.
- Ethical issue associated with paying with options.

Regards
Amber
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Prepare the work that the Amber has requested.

From: Senior Financial Manager
To: Amber Lees, FOSSC Director of Operations
Subject: RE: Share option scheme
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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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