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QUESTION 1

Which of the following would NOT be an appropriate performance measure for a profit centre manager? 

A. Return on capital employed 

B. Contribution per unit 

C. Sales price variance 

D. Gross margin 

Correct Answer: B 

 

QUESTION 2

Data for the latest period for a company which makes and sells a single product are as follows: 

There were no budgeted or actual changes in inventories during the period. The sales volume contribution variance for
the period was: 

A. $6,220 adverse. 

B. $9,267 adverse. 

C. $16,000 adverse. 

D. $5,666 adverse. 

Correct Answer: D 

 

QUESTION 3

Which of the following is a relevant cost? 

A. A sunk cost 

B. A committed cost 

C. An incremental cost 
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D. A historical cost 

Correct Answer: C 

Reference: https://www.acowtancy.com/textbook/cima-p1-2015/c1-relevant-costing/concept-of-relevant-costing/notes 

 

QUESTION 4

Which of the following statements regarding variances is valid? 

A. Using higher quality material than standard could explain an adverse labour efficiency variance. 

B. Improved maintenance of production machinery could explain an adverse material usage variance. 

C. An adverse labour rate variance could explain a favourable labour efficiency variance. 

D. Poor supervision could explain a favourable labour rate variance. 

Correct Answer: C 

Reference: https://accounting-simplified.com/management/variance-analysis/labor/rate.html 

 

QUESTION 5

A company is considering investing $57,000 in a machine that will last for five years, after which time it will have no
value. The machine will generate additional revenue of $190,000 each year. Annual running costs, including
depreciation of $11,400 will amount to $168,400. 

Assuming that all cash flows occur evenly, the payback period of the investment in the machine is closest to: 

A. 2 years 8 months 

B. 1 year 9 months 

C. 1 year 7 months 

D. 2 years 6 months 

Correct Answer: C 
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