
 

Management level integrated case study – Examiner’s report – March 2015 exam session 1 

Management level integrated case study – Examiner’s report March 2015 exam session 

This document should be read in conjunction with the examiner’s suggested answers and marking guidance. 

General comments 

This case study was based around Bild, a company in the building industry. The scenario was made available in advance of the 

exam as pre-seen material, with additional information introduced during the exam across four tasks which the candidate had to 

complete. Each task was split into two or three specific elements. 

As with all of CIMA's integrated case studies, five different variants of the exam were written. However, due to the low student 

registration numbers for this inaugural management case study exam, and the need to ensure that each variant was attempted by a 

sufficiently large number of students to provide reliable performance statistics, only two of the five forms were deployed to students. 

These were forms 2 and 4. All five forms of the exam are being made available to future students as learning support materials. 

In general there were some very short answers to the management case study. Candidates were not well prepared and did not seem 

to know much about the industry or the company. Given that the pre-seen material had been available for several weeks prior to the 

exam, this was disappointing.  

Some candidates demonstrated a very poor understanding of several syllabus areas, including ‘core’ material of fundamental 

importance.  

There was a tendency to summarise study material without relating it to the question, which is always unlikely to score highly.  
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Variant 1 

 

 Designed to test ability to: Competency being 

tested 

Syllabus learning outcome 

Task 1 evaluate contract costing arrangements Technical skills P2 – evaluate information to support project 

appraisal 

 analyse economic forces affecting the entity Business skills E2 – analyse the relationship between 
different aspects of the global business 
environment 

Task 2 advise on profit recognition Technical skills F2 – produce consolidated primary financial 

statements, incorporating accounting 

transactions and adjustments, in accordance 

with relevant international accounting 

standards, in an ethical manner 

 advise on problems associated with project 

management 

Business skills E2 – discuss the concepts involved in 

managing projects 

Task 3 advise on balanced scorecard Technical skills P2 – discuss issues arising from the use of 

performance measures and budgets for 

control 

 advise on collaboration with subcontractors People skills E2 – discuss the effectiveness of 

organisational relationships 

Task 4 influence subcontractors with respect to 

safety 

Leadership skills E2 – discuss management tools and 

techniques in managing organisational 

relationships 

 motivate employees to take responsibility for 

safety 

Leadership skills E2 – discuss the hard and soft aspects of 

people and organisational performance 

 drive performance People skills P2 – evaluate techniques for analysing and 

managing costs for competitive advantage 
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Rationale 

Task 1 

The first part of this question requires some thoughts about the identification of relevant costs. The scenario offers a number of 

components that might be included in an internal costing report, some of which would be of little real relevance to the management 

and control of a project. 

The second part of the question is looking for an understanding of the key economic factors that might affect the performance of the 

business. To a large extent, many businesses will be affected by key factors such as interest rates, exchange rates and so on. The 

key to this question is to recognise the particular effects of, for example, a change in interest rates on this business. 

Task 2 

The first part of this question is looking for a discussion of the recognition of profit from a contract that required the company to 

continue to manage and operate the site and to offer basic management services. This requires an ability to apply knowledge of the 

principles associated with revenue recognition to the facts stated in the scenario.  

The second part of the question is looking for a more general understanding of business issues arising from the facts stated in the 

scenario. This is a completely new venture for the entity, so past knowledge is not available. 

Task 3 

The first part here is looking for an application of balanced scorecard principles to the specific issue of dealing with subcontractors. 

The question is effectively looking for the application of the principles. 

The second part follows on by looking at the challenges associated with collaboration with subcontractors. The key issue here is that 

fairly large amounts of money will be involved and the entity’s reputation will be heavily dependent upon the quality of the work 

undertaken by the subcontractors. 

Task 4 

The three parts of this question deal with the theme of managing health and safety. In all three cases, we have the challenges arising 

from the fact that we have a very limited scope for direct control because of the number of remote sites and the delegation of control 

to the subcontractors, who supply and manage the bulk of the labour.  
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Variant 2 

 

 Designed to test ability to: Competency being 

tested 

Syllabus learning outcome 

Task 1 identify errors in a net present value 

calculation 

Technical skills P2 – evaluate information to support project 

appraisal 

 suggest a realistic means of motivating 

project managers to undertake a difficult 

project 

Business skills E2 – discuss the concepts associated with 
managing through people 

Task 2 explain how a fall in share price will affect 

WACC 

Technical skills F2 – calculate a WACC for an incorporated 

entity 

 advise on the implications of an increase in 

WACC for future strategy 

Business skills F2 – calculate a WACC for an incorporated 

entity 

Task 3 analyse advantages and disadvantages of 

outsourcing IT 

Technical skills P2 – discuss management’s responsibilities 

with regard to risk 

 Advise on business relationship with IT 

supplier 

People skills E2 – discuss the effectiveness of 

organisational relationships 

Task 4 Advise management on the need for staff 

skills in: 

 Communication 

 Team building 

 Driving performance 

 

People skills 

Leadership skills 

Leadership skills 

 

E2 – discuss the concepts associated with 

managing through people 
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Comments on performance 

 

Task 1 

The first part of this question tended to be answered either very well or very badly. Good answers recognised the issues associated 

with determining the relevant costs of the project and demonstrated some commercial awareness.  

The second part of the question was generally answered quite badly. The basic problem was that candidates did not address the 

conflict between the request being made of the project managers and the manner in which their performance would be reviewed and 

measured. This was likely to create dysfunctional behaviour. The simplest solution would be to simply change the manner in which 

performance would be assessed, just for this assignment. A disappointingly small number of candidates addressed that simple fact. 

Task 2 

A significant minority of candidates believed that a fall in the share price was a good thing because it reduced the WACC. Various 

other illogical answers were sometimes offered in support.  

Those candidates who understood the meaning of WACC tended to answer the second part well. 

Overall, the responses to this question were disappointing because the cost of capital is a very basic and mainstream topic and it 

should have been familiar to candidates. 

Task 3 

Answers to this question were generally good. Candidates understood the nature of the business and its impact on the company’s IT 

requirements. That enabled them to discuss the implications of outsourcing in a logical manner. 

Understanding the implications of outsourcing generally enabled candidates to write well about the relationship between the 

company and the outsourcing provider. 

Task 4 

Answers were generally weak, with candidates failing to address the need for training in the specific areas listed in the requirement. 

The key to answering this question was to consider why the company needed its staff to be well quipped in terms of communication, 

team-building and driving performance, bearing in mind the nature of the business. 
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Variant 3 

 

 Designed to test ability to: Competency being 

tested 

Syllabus learning outcome 

Task 1 discuss planning and control issues 

associated with a new project 

Technical skills P2 – discuss issues arising from the use of 

performance measures and budgets for 

control 

 advise on factors relevant to decision making People skills P2 – analyse information to assess its impact 
on long-term decisions 

Task 2 interpret accounting ratios Technical skills F2 – evaluate the financial performance, 

financial position and financial adaptability of 

an incorporated entity 

 advise on strategic change Business skills E2 – discuss developments in strategic 

management 

Task 3 advise on motivation of staff People skills P2 – discuss decision making in responsibility 

centres 

 advise on change management Leadership skills  E2 – advise on important elements in the 

change process 

 advise on communication Leadership skills E2 – discuss management tools and 

techniques in managing organisational 

relationships 

Task 4 advise on managing relationship with a 

supplier 

Business skills E2 – discuss the effectiveness of 

organisational relationships 

 advise on accounting for related parties Technical skills F2 – produce consolidated primary financial 

statements, incorporating accounting 

transactions and adjustments, in accordance 

with relevant international accounting 

standards, in an ethical manner 



 

Management level integrated case study – Examiner’s report – March 2015 exam session 7 

 

Rationale 

 

Task 1 

Both parts of this question focus on different aspects of a proposal put forward by a potential client. It is proposed that the entity 

should provide a particular service that will tie it to the operation of a hospital that it has built. Such proposals are increasingly 

commonplace in reality, although there is sufficient information in the scenario to answer the question without having read about such 

arrangements in advance. 

The key to this question is to consider the entity’s strengths and its experience.  

Task 2 

This question deals with the implications of the new direction that has been proposed.  

The first part of the question asks for a comparison of two sets of accounting ratios to offer management an understanding of how 

the new venture will impact on the overall impression created by the entity’s financial statements. While the accounting ratios are not 

necessarily that important to the final decision as to whether to proceed with the venture, they will affect the understanding of the 

shareholders in the short to medium term. 

The second part of the question asks for an understanding of the wider implications of the new venture for the entity’s overall 

strategy. For example, what additional skills will have to be recruited? What are the funding implications? And so on. 

Task 3 

The new venture raises the possibility that the entity will have the opportunity to employ groups of employees who have been made 

redundant in order to make way for the new facility that will be owned and operated by Bild. In practice, this often means that fewer 

staff will be taken on and that the terms and conditions offered will be less attractive than those that had previously been enjoyed. 

The three parts of this question ask about different aspects of the management of this arrangement.  

Task 4 

The entity has become heavily dependent upon a particular service provider. The first part of this question asks about the process of 

managing the relationship with this supplier. There are different challenges associated with working with a major supplier who would 

be difficult to replace. 

The second part of the question asks about the application of the International Accounting Standard on related parties.  
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Variant 4 

 

 Designed to test ability to: Competency being 

tested 

Syllabus learning outcome 

Task 1 evaluate risks Technical skills P2 – discuss management’s responsibilities 

with regard to risk 

 apply sensitivity analysis Technical skills P2 – analyse information to assess its impact 
on long-term decisions 

 advise on strategy Business skills E2 - discuss developments in strategic 
management 

Task 2 analyse gearing ratio Technical skills F2 – evaluate the financial performance, 

financial position and financial adaptability of 

an incorporated entity 

 negotiate loan conditions with bank People skills E2 – discuss management tools and 

techniques in managing organisational 

relationships 

Task 3 ensure that a new department’s role is 

properly understood 

People skills E2 – discuss the effectiveness of 

organisational relationships 

 discuss change management issues 

associated with creating the new department 

Leadership skills E2 – advise on important elements in the 

change process 

Task 4 discuss the extent to which financial 

statements are based on estimates 

Technical skills F2 – produce consolidated primary financial 

statements, incorporating accounting 

transactions and adjustments, in accordance 

with relevant international accounting 

standards, in an ethical manner 

 discuss the use of estimates in management 

reports 

Business skills P2 – evaluate techniques for analysing and 

managing costs for competitive advantage 
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Comments on performance 
 

 
Task 1 

This question raised three specific issues and asked for a discussion of each. Answers were generally disappointing, with little 

evidence of any real thought concerning the nature of the business and the proposals that were being considered. 

Task 2 

Answers to this question were reasonably good, although relatively few candidates made full use of the information in the question 

considering the nature of the business. A company that owns land is in a different position with respect to gearing than one that does 

not. 

Candidates were generally able to offer a discussion of the issues arising from the technical default on the terms of the loan. This 

question required a combination of common sense and an understanding of the bank’s expectations. 

Task 3 

Answers to this part were again generally good. Candidates were able to identify the problems that this new department might create 

in terms of establishing a role for itself and asserting its position within the entity. 

Task 4 

Answers to this section were generally quite disappointing. Candidates appeared to struggle to think laterally in order to identify 

accounting figures that are affected by estimates. All that was really required was an awareness of the figures that appear in both the 

financial statements and the management reports. Those could then be analysed quickly to decide whether estimates and judgement 

were required to determine the figures. 
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Variant 5 

 

 Designed to test ability to: Competency being 

tested 

Syllabus learning outcome 

Task 1 advise on principal risks Technical skills P2 – discuss management’s responsibilities 

with regard to risk 

 identify strategic challenges Business skills E2 – analyse the relationship between 
different aspects of the global business 
environment 

Task 2 advise on communication within the board People skills E2 – discuss the effectiveness of 

organisational relationships 

 encourage collaboration between executive 

and non-executive directors 

Leadership skills E2 – discuss the concepts associated with 

managing through people 

Task 3 advise on negotiation of transfer pricing People skills E2 – discuss management tools and 

techniques in managing organisational 

relationships 

 advise on internal control Technical skills P2 – discuss issues arising from the use of 

performance measures and budgets for 

control 

Task 4 advise on managing tax through international 

transfer pricing 

Technical skills F2 - produce consolidated primary financial 

statements, incorporating accounting 

transactions and adjustments, in accordance 

with relevant international accounting 

standards, in an ethical manner 

 advise on reputational issues associated with 

aggressive tax management 

Business skills E2 – discuss developments in strategic 

management 
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Rationale 

Task 1 

Both parts of this question deal with the training of non-executive directors on issues that will affect their ability to provide a useful 

service to the company. Both parts would reward an appreciation of the contents of the pre-seen material. 

The first part asks about the principal risks that will affect the entity’s ability to generate revenues. This discussion has to focus on 

risks that are high probability and high impact. 

The second part focuses on advising the board on the challenges associated with managing Bild’s strategy. 

Task 2 

This question deals with the relationship between the executive and non-executive directors. Both parts of the question require some 

thought about the implications of having this distinction. Arguably, the non-executives have a supervisory role that could put them at 

odds with the executive colleagues. Answers should address that potential for antagonism. 

Task 3 

The first part of the question deals with the difficulties associated with avoiding dysfunctional behaviour associated with transfer 

pricing, when third parties sometimes offer keener prices than can be obtained from an internal transfer of a resource that is surplus 

and so would have no net cost to the entity as a whole. 

The second part of the question looks at the same problem in terms of establishing controls to prevent the occurrence of such 

dysfunctional behaviour. This requires some understanding of the mechanics of selecting suppliers and initiating transactions. 

Task 4 

This question deals with the very topical issue of using artificial transfers to manage the overall tax liability. 

The first part of the question is looking for an understanding of how such an arrangement may or may not prove successful. In 

practice, it may be difficult to persuade the tax authorities to accept that an artificial scheme should stand. 

The second part of the question is looking at the broader implications. It has been established that there can be reputational issues 

associated with such schemes. Any building company will be keen to win major government contracts, which may be more difficult to 

obtain if the company has a reputation for tax avoidance.  



 

Management level integrated case study – Examiner’s report – March 2015 exam session 12 

Tips for future candidates 

There are a number of key points to take into account when preparing for future management level case study examinations, as 

follows: 

Candidates must make better use of the opportunity to gain familiarity with the pre-seen material. It is unnecessary to memorise the 

material or to become an expert in the industry, but candidates should develop an understanding of the business. 

Questions give explicit instructions as to what is to be provided and marks will not be awarded for anything that has not been 

requested. In particular, essays on the theory underlying the problem are unlikely to score well if the question asks for a response to 

a particular issue arising from a scenario. 

With the time constraints in place candidates can only spend specific time on a task, therefore it is essential that candidates write the 

important points early in their answer before they run out of time. 


