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NIVERSITY OF
TRATHCLYDE




in Glasgow
Department of Accounting and Finance

40304 Accounting 7

RESIT

	Tuesday 22nd August 2006
	2.00pm – 4.00pm    2 hours


There are SIX questions in all

Answer ONE question from Section A

AND

ANY TWO questions from Section B

Calculators must not be used to store text and/or formulae nor be capable of communication. 

Invigilators may require calculators to be reset
Section A Answer One question only

Question 1

Retail Bank operates a team-based employee incentive scheme.  If a branch achieves all its Performance Plus targets, each individual member of staff can earn £550 per quarter or £2,200 per annum.  Performance Plus consists of: Sales Points, Customer Service Index and Mortgage Drawdowns / Balance Growth / Customer Retention.  These elements focus on Retail Bank’s key objectives, driving sales performance, delivering excellent service to customers and generating and conserving income by gaining new Mortgage business, by increasing deposit and lending balances and by retaining customers. 

Sales Points. Each branch has a weekly sales points target and earns of points for each sale made.  Sales of the Bank’s most profitable products e.g. Mortgages, earn more points than less profitable products e.g. Current Accounts.  Quarterly performance is rewarded according to the table below.

	Branch Performance
	Employee Reward per Quarter

	Less than 100% of target achieved 
	£0

	100% of target achieved 
	£50

	for each 1% between 101% - 110%
	£4.00

	for each 1% between 111% - 120%
	£5.00

	for each 1% between 121% - 130%
	£6.00

	130% and over of target achieved
	£200


Customer Service Index (CSI) section based on customer responses to centrally mailed questionnaires from which a score is generated for each branch.  Rewards for the CSI section are calculated according to the following matrix, which takes account of the actual CSI achieved in the quarter and also the improvement in CSI since the previous quarter.

	                                     Current Quarter

	Previous Quarter
	0 –72
	73 - 76
	77
	78 - 81
	82 - 100

	0  - 72
	£0
	£25
	£55
	£65
	£105

	73 - 76
	£0
	£0
	£55
	£65
	£105

	77
	£0
	£0
	£55
	£65
	£105

	78 - 81
	£0
	£0
	£55
	£65
	£105

	82 - 100
	£0
	£0
	£55
	£65
	£160


For the Mortgage Drawdowns, Balance Growth and Customer Retention element, rewards are based on branch performance in respect of five key measures , that are regarded as  strategically important areas of the Bank’s business.  See Table below

	Measure
	Meet normal target
	Meet Stretch Target

	Mortgage Drawdowns
	£15
	£30

	Deposit Balances
	£15
	£30

	Lending Balances
	£15
	£30

	Customer Retention
	£15
	£30

	Packaged Account Retention
	£15
	£30


Required

a) For quarter 1, calculate the quarterly bonus paid to branch staff:

	
	Target
	Actual

	Sales Points
	1000
	1190


	
	Last Qtr
	This Qtr

	Customer Service Index
	75
	80


	Met the following targets
	Normal
	Stretch

	Mortgage Drawdown
	yes
	no

	Deposit Balances
	yes
	no

	Lending Balances
	yes
	no

	Customer Retention
	No 
	no

	Packaged Accounts Retention
	No
	no


(10 marks)
b) For quarter 1, calculate the quarterly bonus paid to branch staff:

	Quarter 2 
	
	

	
	Target
	Actual

	Sales Points
	1200
	1190


	
	Last Qtr
	This Qtr

	Customer Service Index
	80
	82


	Met the following targets
	Normal
	Stretch

	Mortgage Drawdown
	yes 
	No

	Deposit Balances
	yes 
	No

	Lending Balances
	yes
	No

	Customer Retention
	yes
	No

	Packaged Accounts Retention
	yes
	No


(10 marks)

c) Using the figures calculated in parts a and b to discuss the effectiveness of Retail Banks incentive scheme.








(10 marks)

d) Discuss potential behavioural problems with this incentive schemes and suggest changes that may improve its effectiveness.  





(20 marks)

(Total 50 marks)

Question 2

The Management Accountant of a semi-conductor factory has recently prepared the following quality report comparing 2004 and 2003 quality performances.

	
	2004
	2003

	Sales
	90,000,000
	80,000,000

	On-line inspection costs
	700,000
	600,000

	Warranty Costs
	2,250,000
	3,600,000

	Product Testing
	2,000,000
	1,000,000

	Scrap
	2,700,000
	2,000,000

	Design Engineering
	1,800,000
	800,000

	% of customers complaining about quality
	3%
	4%


Required

a) Calculate the ratio of each cost of quality category (prevention, appraisal, internal failure and external failure) as a % of sales in 2004 and 2003.


(10 Marks)

b) Evaluate what the reports indicate about the plant’s quality performance. 

(10 marks)

c) Discuss how activity based accounting can be used in an organisation that has redesigned its operations using Total Quality Management philosophy.


(10 marks)

d) Discuss how adopting an Activity Based Accounting Approach in a TQM environment will address the criticisms of conventional management accounting.


(20 marks)

(Total:  50 marks)

End of section A

Section B answer any two questions

Question 3

Things may exist independently of our accounts, but they have no human existence until they become accountable. They may not exist, but they take on human significance by becoming accountable. Accounts define reality and at the same time they are that reality Accounts do not more or less accurately describe things, instead they establish what is accountable in the setting in which they occur. Whether they are accurate or inaccurate by some other standards, accounts define reality for a situation in the sense that people act on the basis of what is accountable in the situation of their action

Discuss whether the quote from Ruth Hines applies to management accounting, giving relevant examples where appropriate.





(25 marks)

Question 4

Discuss how management accounting techniques can contribute towards an effective new product development process.



(25 marks)

Question 5

Briefly evaluate how each of the following techniques addresses the weaknesses of conventional management accounting:

a) Total Quality Management




(5 marks)

b) Target Costing 






(5 marks)

c) Strategic Investment Matrix




(5 marks)

d) SWOT analysis






(5 marks)

e) Kaizen Costing






(5 marks)

(Total:  25 marks)
Question 6

Discuss key issues to be considered in designing an effective budgeting system.


(25 marks)

END OF PAPER
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