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Instructions to Candidates 

1. Time allowed is three (3) hours. 

2. Total: 100 Marks. 

3. Answer all questions in Part I and any three (3) questions from Part II. 

4. Candidates are allowed to use non-programmable calculators. 

5. The answers should be in English Language. 
 

Subject Subject Code 

Strategic Management Accounting  (SMA / SL 1 - 401) 
 

 

PART I 
 

Answer all questions 
 

Question No. 01 (40 Marks) 
 

A. SAD Engineering a construction company has been asked to provide a quotation for a project with a 

duration of one year. Company has carried out a detailed analysis spending Rs. 100,000 and 

following resource requirements have been identified. 
 

(1) Required machine could be hired for a total of 12 weeks. Machine hire cost is Rs. 20,000 per 

week, Alternatively it could be purchased at a cost of Rs.1,250,000. The re-saleable value of the 

machine after one year is Rs. 750,000. Running cost of the machine is Rs.3,600 and incurred by 

the user. If the company opted to purchase the machine it can be hired out to other companies for 

Rs. 12,500 per week. Expected machine hire would be for a maximum of 28 weeks for outside 

companies. Machine will be depreciated at the rate of  25% per year on a reducing balance 

method. 
 

(2) Total of 10,000 skilled labour hours would be required during the project. (one year ) If the 

company hires Skilled labour from outside the applicable rate would be Rs. 125 per hour. 

Alternatively some of the employees currently working on other projects within the company 

could be transferred to this project. Their hourly rate is Rs.100 per hour. If they are transferred 

existing project work would cost Rs.110 per hour for replacement. 
 

(3) Unskilled labour would be recruited on one year contract at the rate of Rs.80 per hour for a total 

of 15,000 hours during the year. 
 

(4) Project supervision is estimated for 600 hours at the rate of Rs. 300 per hour additional charge 

with the assistance of the existing supervisors. Existing hourly rate is 350 per hour. 
 

(5) Following Direct material is required for the project. 

  Material A  

The total amount required for the project would have to be purchased at a cost of Rs.1, 500.000.  
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Material B  

The total amount required would be 15,000 square metres. The company has a stock of 8,000 of 

the same material purchased for a previous project. The purchase value of the material was Rs. 

1,000,000 for 20,000 square meters 1 year back. The company does not foresee any other use for 

this material in the future and could sell it for Rs.40 per square metre. The current purchase price 

of the material is Rs.55 per square metre.  
 

(6) Company attributes overhead cost at 35% of prime costs and 25 % profit markup to the total cost 

when setting prices. 

You are required to: 

Prepare a project cost statement taking all relevant costs into consideration and you must clearly explain 

the reason for the cost value that you have used or ignored. Do not consider the time value of money and 

taxation.                                     (26 Marks) 

 

B. Finex Holdings is preparing its budgets for 2019/20. The structure of the firm is that it has a 

Managing partner (Piyal) who is responsible for client and staff management, the firm’s accounts 

and compliance matters, all other operational activities are looked after by the other partner namely 

Kamal. Both Partners are responsible for bringing in sales from corporate and retail sectors 

respectively.  For a number of years the managing partner Piyal has prepared the budgets for the 

firm. These include budgets for fee income and costs analysed by each partner, and a cash budget 

for the firm as a whole. Firm is operating with an overdraft facility. At the end of each month there 

is a partners’ meeting at which the managing partner presents a statement that compares the actual 

results of the month and the year to date with the corresponding budget. At this meeting both 

partners are asked to explain the reasons for the variances that have arisen. Kamal recently attended 

a course on “Budget Planning & Cost Control” at which the presenter argued that each of the 

partners in the firm should be involved in the budget setting process. However, the managing 

partner is not convinced by this argument as he believes that this could lead to budget 

manipulations.  
 

You are required to: 

(a) Explain feedback and feed-forward control systems and give an example of each in the 

context of the firm’s partners.                      (08 Marks) 

(b) Discuss ONE potentially beneficial consequence and ONE potentially adverse consequence 

of involving the firm’s other partners in the budget setting process of the firm.    

                                                           (06 Marks) 

                              (Total 40 Marks) 

End of Part I 

Part II   
 

Answer any three (3) questions 
 

Question No. 02 (20 Marks) 
 

There is a broad consensus that the environment in which business firms live is continuously becoming 

more turbulent and uncertain. When facing the increasingly rivalries and fast changing hypercompetitive 

environment, the firms have led to a fundamental shift in the competitive rules of winning and the norms 

of behavior. In the above context, future Management Accounting (and the future Management 

Accountant), will have multidisciplinary roles in steering companies through turbulent winds to greater 

heights, forever redefining the discipline of Management Accounting. The multidisciplinary role likely to 

be played by the future management accountant is likely to be based on different postulates:   
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Briefly explain following 8 postulates. 

1.  Targets of the company  

2. Strategic and operative planning  

3. Process of strategic planning  

4. Future manager's tasks  

5. Change management  

6. Research and development (R&D) activities  

7. Project type of management  

8. Networking                      (08 × 2.5 Marks = Total 20 Marks) 

                          (Total 20 Marks) 
 

Question No. 03 (20 Marks) 
 

1. Mahavali Cables a cable manufacturing company experiences changing levels of demand, but 

produces a constant number of units during each month.   The company allows inventory levels to 

rise and fall according to the changing monthly demand levels for its products.  
 

You are required to  

(a) Identify and explain 3 reasons for  different cost benefits that would result if the Company changed to 

a Just-In-Time production method with the assumption of no opening or closing stocks.        

                      (06 Marks) 

 (b) Briefly discuss the importance of Total Quality Management to a company that operates a 

Just-In-Time production method.                    (04 Marks) 

      

2.  

(a) Briefly explain the concept of Total Quality Management and 3 principles of TQM. (04 Marks) 

(b) Briefly explain the four categories of quality costs.                                                    (04 Marks) 

(c ) Identify and group them under Compliance & Non-Compliance costs                       (02 Marks) 

   (Total 20 Marks) 
 

Question No. 04 (20 Marks) 
 

1) The phrase “the triple bottom line” was first coined in 1994 by John Elkington, the founder of a 

British consultancy called Sustain Ability. His argument was that companies should be preparing 

three different bottom lines.  

Briefly Explain Triple bottom lines           (09 Marks) 

2) Organizations around the world, and their stakeholders, are becoming increasingly aware of the 

need for and benefits of socially responsible behavior. The objective of social responsibility is to 

contribute to sustainable development. 

  You are required to: 

a) Discuss the importance of Social responsibility      (03Marks) 

b) Relationship between social responsibility and sustainable development 

                (04 Marks) 

c) Name 8 Principles of Social Responsibility.                  (04 Marks) 

   (Total 20 Marks) 
 

Question No. 05 (20 Marks) 

1) Briefly explain the concept of cost plus pricing and discuss the advantages and disadvantages of 

cost plus pricing method.            (10 Marks) 

2) What are the two essential conditions required for discriminatory pricing;       (04 Marks) 

3) Briefly explain different types of price discrimination                  (06 Marks) 

                 (Total 20 Marks) 

End of Part II 

End of Question Paper 


