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NURTURING INNOVATORS
RIARA SCHOOL OF BUSINESS
MAY –AUGUST  2025 TRIMESTER
EXAMINATION FOR BACHELOR OF BUSINESS ADMINISTRATION
DAY PROGRAMME
RAC 305 :  STRATEGIC MANAGEMENT ACCOUNTING

DATE: 16TH AUGUST 2025							TIME: 2 HOURS
GENERAL INSTRUCTIONS: 
Students are NOT permitted to write on the examination paper during reading time. 
This is a closed book examination. Text book/Reference books/notes are not permitted. 
 SPECIAL INSTRUCTIONS 
1. Write your REGISTRATION NO. Clearly on the answer booklet(s). 
1. Answer Question One and ANY other TWO questions.
1. Questions in all sections should be answered in answer booklet(s) 
1. PLEASE start the answer to EACH question on a NEW PAGE.
1. For the questions, write the number of the question on the answer booklet(s) in the order you answered.
1. Write on both sides of each leaf and indicate number of each question at the top of each page.
1. Write the answers in a paragraph form unless stated otherwise. 
1. Marks allocated to each question are shown at the end of the question. 
1. All rough work must be done on the answer booklet and crossed through!
1. Use supplementary pages only when you have exhausted those in this book.
1. Fasten the supplementary pages to the inside back cover of this booklet
[bookmark: _GoBack]QUESTION ONE 
[bookmark: _Hlk200891447]ABC Ltd plans to introduce a new product in the market called X. The company expects a markup on cost of 50% and estimates that the new product will sell successfully. The   production cost per unit of product X will be Kshs 500. 
a) Explain THREE important information considered by ABC Ltd relating product X. 
(6 marks)       
b)  Briefly explain FIVE decisions considered by the company in designing the product that can affect its cost.                                                                                                 (10 marks)
c)  In a recent Board meeting in a company, one of the directors proposed that before the introduction of a new product, it was necessary to “value” the company.  
 (i) Define the term valuation of a business                                                  (2 marks)
(ii) Justify FOUR   rationales for valuation                                                 (8 marks)
d) Differentiate between Financial accounting and Management accounting          (4 marks)

QUESTION TWO
Alfred D. Chandler Strategy    focusses on: determining   basic long-term goals and objectives of an enterprise, the adoption of possible course of action and allocation of resources necessary to carry out those goals. 
a) Describe FIVE steps of strategy formulation.                                                     (10 marks)
b) Performance measurement is key in the control process in an organization. Examine FIVE factors to consider when setting performance measures of an organization.       (10 marks)                                                                                              

QUESTION THREE
a) A division has a product costing Kshs 5,000, which is transferred within a group of companies. Calculate the transfer price for the division for each of the following mutually exclusive divisional targets.

(i) A net profit margin of 10%                                                                              (3marks)
(ii) Mark up on cost of 10%                                                                                  (3 marks)
(iii) An output of 1,000,000 units, capital employed of Kshs 2,000,000 and R.O.C.E (Return on Capital Employed) of 20%                                                        ((5 marks)
b) Discuss THREE importance of transfer Pricing                                                	      (9 marks)
QUESTION FOUR
(a) Describe FIVE factors that are key for a manager to execute the strategies and achieve performance in a company                                                                                  (10 marks)

(b) You have recently been employed as a management accountant in a newly established company dealing with utensils. The Company does not have a production manager though the customers are in need of quality products in relation to the price and the competition level. Examine FIVE key aspects of quality for the customer.     (10 marks)
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