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Management Information 
ICAEW CFAB/ ACA CERTIFICATE LEVEL  

MOCK EXAM  

This assessment consists of one scenario-based question worth 20 marks and 33 objective test 
questions each worth 2.5 marks. 
 
Candidates need to obtain 55% to pass. 
 
Numeric entry fields 
Enter whole numbers only. 

Numbers may be entered with or without a thousand separator (use commas only). 

Negative numbers can be entered with a preceding minus sign or enclosed in brackets. 
 
If you wish you can select a flag at the top right of the screen of each question to enable you to 
review that question and others at the end of the assessment. 
 
Unless you have been awarded otherwise, the real exam is 90 minutes. This includes any review 
period.
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1  Sherbeat Ltd 

Sherbeat Ltd (Sherbeat) produces several flavours of protein bar. You have been provided 
with the following expected average weekly information for December. 

Sales   £11,000  
Ingredients   £2,000  
Variable labour cost  £3,850   
Variable overheads   £1,025  
Fixed overheads  £1,200  (£8,075) 
Profit   £2,925 

The average protein bar sells for £2 per unit.  

Requirement 
Calculate the number of protein bars (to the nearest whole protein bar) that would need 
to be sold to earn a profit of £4,200 per week.   

 protein bars per week 
In January, the average selling price per protein bar is expected to stay the same as 
December, but sales volume is expected to be 12% higher than December. Contribution is 
expected to be £0.80 per protein bar and fixed costs are expected to be £1,500 per week. 

Requirement 
Calculate the margin of safety percentage per week for January (to the nearest whole 
number). 

 % 
In February, Sherbeat considers selling some of the protein bars in smaller portions called 
protein bites, in addition to the usual protein bars. It estimates that 1,300 protein bites could be 
sold each week at £1.50 per protein bite. The variable cost of each protein bite would be 
£0.60. Incremental fixed costs per week would be £700. All other revenue and cost data for 
existing protein bars is the same as in January. 

Requirement 
Calculate the additional profit or loss that Sherbeat would earn per week from 
introducing the protein bites.  

£        additional profit/loss 
Poor weather conditions have led to a worldwide shortage of nuts and the recipes for protein 
bars and protein bites have been amended slightly. The number of grams of nuts available for 
February will be 56,000 grams. The management accountant has budgeted the following data 
for February: 
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 Protein 
bars 

Protein 
bites 

Contribution per unit £0.70 £0.85 
Nuts required per unit (grams) 10 7 
Fixed costs £1,100 £1,200 
Maximum demand per week (units) 4,900 1,100 

Requirement 

Calculate the optimum number of protein bars and protein bites that Sherbeat should 
produce in order to maximise contribution per week in November. 

                    units of protein bars 
 units of protein bites 

Sherbeat is considering investing in several new pieces of equipment and has not decided on 
its preferred method of project appraisal. Data relating to each piece of equipment is shown 
below: 

Machine A 
Machine A costing £450,000 in Year 0 is to be depreciated straight line to a residual value of 
£50,000 over five years. Profits after depreciation in Years 1 to 5 respectively are: £120,000, 
£60,000, £30,000, £30,000. Profit is calculated as cash flow less depreciation. 

Machine B 
Machine B costs £90,000 in Year 0 and saves cash costs at the end of Years 1 to 4 
respectively of: £29,000, £43,000, £38,000 and £15,000. There is no residual value. 
Machine C 
Machine C costing £120,000 would be bought in Year 0. Annual cash savings generated from 
using the machine would be a constant £40,000 pa for five years and the residual value after 
five years is expected to be £20,000, receivable in addition to the Year 5 inflow of £40,000. 

Machine D 
Machine D costs £180,000 in Year 0 and generates cash inflows of £50,000 pa in Years 1 to 
4. The scrap value after four years is expected to be £30,000, receivable in addition to the 
£50,000 inflow in Year 4. Annual profit is calculated as cash inflow less straight line 
depreciation. 

Machine E 
Machine E costs £200,000 in Year 0 and will save costs of £35,000 pa in Years 1 to 7. There 
is no residual value. 

Requirements 
Calculate the payback period (to the nearest whole year) for Machine A. 

                     years 
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Calculate the discounted payback for Machine B (to the nearest whole year) using a 
10% cost of capital. 

                    years 
Calculate the net present value for Machine C (to the nearest £1,000) using a 10% cost 
of capital. 

£                      
Calculate the accounting rate of return for Machine D (to the nearest whole percent) 
using the average investment. 

                    % 
Calculate the internal rate of return for Machine E (to the nearest whole percent) using 
costs of capital of 5% and 10%. 

                     % 
 LO 4a, LO 4b, LO 4c 

 

2 A factory making a type of soft drink uses a machine to add carbon dioxide to its drinks 
bottles. The machine costs £3,000 per month to hire and has the capacity to fill 10,000 bottles 
a month. The factory produces between 9,000 and 21,000 bottles of drink per month 
depending on the time of year. 

Which of the following best describes the cost of hiring the machines? 

A A step cost 

B A variable cost 
C A fixed cost 

D A semi-variable cost LO 1b 

 

3 The enamelling department has budgeted machine hours of 4,950 and budgeted overhead 
costs of £30,690. 

 The actual machine hours were 5,100 and actual overheads were £31,295. 
The overheads for the period were 

A under-absorbed by £325 

B under-absorbed by £605 

C over-absorbed by £325 

D over-absorbed by £605 LO 1c 
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4 The selling price of a retail item is determined based on a margin of 20%.  

If the cost of the item is £220, what profit did the retailer make on the sale of this item? 

A £44 

B £55 

C £264 

D £275 LO 1e 

 

5 Which of the following statements about big data is/are correct? 

(1) Big data analytics show correlation and causation between variables. 

(2) Big data analytics allows businesses to analyse and reveal insights in data which they 
have previously been unable to analyse. 

(3) Big data requires skilled employees to produce and interpret the analytics. 

A (1), (2) and (3) 
B (1) and (2) only 

C (1) and (3) only 

D (2) and (3) only LO 2b 

 

6 Which two of the following should be excluded from a cash flow forecast? 

A Depreciation of laser cutting machine 

B Tax payment due relating to last year 

C Receipt of dividends from outside the business 

D Disposal proceeds from the sale of a welding machine 

E Bad debts written off LO 2i 
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7 Division CT has the following results for 20X3: 

  £      
Sales   26,000 
Direct costs  (8,000) 
Contribution    18,000 
Allocated costs (directly relating to the division)  (3,000) 
Apportioned head office costs     (2,000) 
Divisional profit   13,000 
  
Controllable capital employed  75,000 
What is the controllable return on investment for the division for 20X3 (to the nearest whole 
percent)? 

A 35% 

B 17% 

C 24% 

D 20% LO 3b 

 

8 Which of the following statements is/are correct? 

(1) For control purposes, a flexible budget is prepared based on the actual activity level. 
(2) A prerequisite of flexible budgeting is a knowledge of which costs are fixed and which are 

variable. 
(3) Fixed budgets are useful for controlling fixed costs. 

A (1), (2) and (3) 

B (1) and (2) only 

C (3) only 

D (2) only LO 3b 
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9 During period 6, production workers were paid for 8,500 hours of which they only worked 
8,000 hours, due to unforeseen machine breakdowns. The actual labour cost for the period 
was £122,795 and the reported variance for period 6 was £2,580 favourable. 

What is the standard rate per labour hour? 

A £14.14 

B £14.75 

C £15.67 

D £15.03 LO 3c 

 

10 HMF Ltd makes three components and needs to subcontract the manufacture of one 
component next year, in order to meet demand. 

 Which of the following will minimise HMF Ltd’s total costs? 

A The components bought from the subcontractor are the cheapest of the three types  
B  The components bought from the subcontractor have the lowest extra variable cost per 

unit of scarce resource saved 

C The components bought from the subcontractor have the highest extra variable cost per 
unit of scarce resource saved  

D  The components made in-house are the most expensive to produce  LO 4b 

 

11 Which two of the following statements about the ICAEW Code of Ethics are true? 

A Objectivity means having no bias 
B Professional behaviour means having appropriate knowledge and skill 

C Integrity means fair dealing, truthfulness and being straightforward 

D Confidentiality means complying with relevant laws 

E Professional competence and due care means having no conflict of interest  LO 5a 

 

12 Which of the following bases of apportionment would be most appropriate for apportioning 
machine insurance costs to production cost centres? 

A Floor space occupied by machines in square metres 
B Volume of space occupied by machines in cubic metres 

C Number of machines 

D Value of machines LO 1c 
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13 Kristof Ltd estimates the following costs for the supply of service H:  

  £ per unit 
Variable materials  23.00 
Variable labour at £20 per hour  70.00 
Variable overheads at £3 per hour   17.50 
Variable service cost per unit  110.50 

 The overhead absorption rate is based on 8,000 labour hours per year. Fixed production 
overheads are budgeted to be £40,000 per year. 

 Assuming the company wishes to add 25% to the full service cost, what is the selling price per 
unit of service H (to the nearest whole £)? 

A £128 

B £160 

C £138 

D £144 LO 1e 

 

14 Which two of the following statements are correct?   

A If the coefficient of determination is high, this proves that variations in one variable cause 
variations in the other. 

B Graphs can be manipulated to introduce bias. 

C Confirmation bias occurs when people are influenced by the way data is presented. 

D Survivorship bias is the tendency towards studying successful outcomes while excluding 
unsuccessful outcomes. LO 2c 

 

15 The following information relates to a business: 
Debt collection period 11 weeks 
Raw material inventory holding period 8 weeks 
Suppliers' credit period 9 weeks 
Production period 1 week 
Finished goods inventory holding period 5 weeks 
What is the cash operating (working capital) cycle of the business? 

A 16 weeks 

B 12 weeks 

C 15 weeks 

D 34 weeks LO 2g 
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16 Which of the following is not a perspective that is monitored by the balanced scorecard 
approach to performance measurement? 

A Customer 
B Internal business 
C Innovation and learning 
D Supplier LO 3b 

 

17 Which of the following key performance indicators (KPIs) relates to governance? 
A Employee satisfaction index  
B Revenue per employee  
C Percentage change in utilities since last year 
D Number of women on the board LO 3b 

 

18 Which two of the following could cause a favourable labour efficiency variance? 
A Hiring of more highly skilled workforce 
B Out of date machinery resulting in production delays 
C The flexed budgeted hours for actual output is higher than the actual hours worked 
D Using less material than the flexed materials usage budget predicts LO 3c 

 

19 Details of a staff member’s gross pay for the week are as follows: 

 £      
Basic pay for normal hours worked:  
   35 hours (including 8 hours idle time) at £24 per hour 840 
Overtime (general overtime to catch up after machine breakdown):  
   9 hours at time and a half 324 
Gross pay 1,164 
What are the direct labour costs that are included in her total gross pay of £1,164? 
A £648 
B £840 
C £864 
D £1,164 LO 1c 
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20 Last period a company reported absorption costing profits of £43,000. Actual fixed production 
overheads were £52,000 and the actual production volume of 5,000 units resulted in over 
absorbed fixed production overhead of £3,000. 

 A sales volume of 5,900 units was achieved during the period. 

In a marginal costing system, what would the profit be? 

A £33,100 

B £51,820 

C £52,900 

D £55,000 LO 1c 

 

21 Budgeted sales of Product TM4 for next year are 4,600 units. Opening inventory is 350 units 
and the company wants to reduce inventories at the end of the year by 10%. 
What is the budgeted number of units of Product TM4 to be produced to fulfil the 
requirements? 
A 4,565 
B 4,215 
C 4,635 
D 4,600 LO 2d 

 

22 Dalmayshun Ltd’s sales volume (Y) shows a trend described by the linear regression equation 
Y = 860 + 5X, where X is the month number (with January 20X1 being month 1). The seasonal 
variation for May is 104% of the trend. 
What are the forecast sales for May in 20X2 (to the nearest whole unit)?  
A 945 
B 983 
C 907 
D 920 LO 2a 
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23 Oskar Ltd has the following budgeted sales for 20X3:  

January  50,750 
February  290,250 
March 107,500 
April 160,250 

Half of sales will be credit sales. 75% of customers are expected to pay in the month after 
sale, 20% in the second month after sale, while the remaining 5% are expected to be bad 
debts. Customers who pay in the month after sale can claim a 4% early settlement discount. 
What level of sales receipts should be shown in the cash budget for March 20X3 (to the 
nearest £)? 

A £109,565 

B £147,850 

C £167,669 

D £163,315 LO 2f 

 

24 A division has a residual income of £850,000 and a net profit of £1,650,000 before imputed 
interest.  

 If it uses a rate of 8% for computing imputed interest on its invested capital, what is its return 
on investment? 

A 8.0% 

B 6.1% 

C 4.1% 

D 16.5% LO 3b 

 

25 VeeKlum Ltd uses a standard costing system. The budget for one of its products for June 
includes labour cost (based on 5 hours per unit) of £17,000. During June, 150 units were 
made, which was 14 units more than budgeted. The labour cost incurred was £17,550 and the 
number of labour hours worked was 675.  

VeeKlum's labour rate variance for June was: 
A £1,200 (F) 

B £675 (F) 

C £1,200 (A) 

D £675 (A) LO 3c 
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26 The following information relates to product Cinnamon. 

  Standard  Actual 
  £ per unit  £ per unit  £ per unit  £ per unit 
Selling price   26   29 
Variable material and labour  6   5  
Variable overhead  2   3  
     8     8 
Contribution   18   21 

Budgeted sales volume for the latest period was 2,100 units. The actual sales volume 
achieved was 2,400 units. 

Which of the following shows the correct combination of the favourable sales volume variance 
and the favourable sales price variation? 

  Sales volume variance  Sales price variance 
A £5,400  £7,200  

B £7,800 £6,300  

C £6,300  £7,200  

D £5,400  £6,300 LO 3c 

 

27 A wholesaler had an opening inventory of 330 units of product HM valued at £168 each on 1 
October. The following receipts and sales were recorded during October. 

4 October Received 180 units at a cost of  £174 per unit 
18 October Received 90 units at a cost of £186 per unit 
24 October Sold 432 units at a price of £220 per unit 

 The LIFO valuation method is used for issues of material from inventory. 

Using the LIFO valuation method, what was the gross profit earned from the units sold on 24 
October? 

A £75,276 

B £19,764 

C £73,188 

D £21,852 LO 1c 
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28 Over-absorbed overheads occur when 

A    Actual overheads exceed budgeted overheads 

B Absorbed overheads exceed budgeted overheads 

C Actual overheads exceed absorbed overheads 

D Absorbed overheads exceed actual overheads LO 1c 

 

29 Which of the following is a characteristic of a zero-based budget? 

A Each item of expenditure has to be justified in its entirety in order to be included in the 
next year's budget. 

B A new accounting period, such as a month or a quarter, is added as each old one expires. 

C The budget is more realistic and certain as there is a short period between the preparation 
of budgets. 

D The budget has the most favourable motivational impact. LO 2e 

 

30 Robinson Ltd incurs the following costs at various activity levels: 

Activity level Total cost 
Units £      
5,000 39,500 
9,000 51,000 

13,000 91,500 

What is the forecast total cost for production of 8,000 units? 
A £59,000 

B £52,000 

C £48,125 

D £25,125 LO 2a 
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31 Which of the following statements about payment practices is/are true? 

(1) Deliberate late payment is unethical. 
(2) It is good practice to employ transparent payment processes. 
(3) Prompt payments lead to more business failures. 

A (1), (2) and (3) 

B (1) and (2) only 

C (1) only 

D (2) and (3) only LO 2f 

 

32 Cork Ltd is a manufacturer of a single product. Data for December 20X6 from Cork's records 
are: 

Budgeted fixed overhead per unit £22 
Budgeted output 30,000 units 
Actual output 28,800 units 
Actual fixed overheads £625,000 
What is Cork's fixed overhead expenditure variance for December 20X6? 

A £35,000 (A) 

B £35,000 (F) 

C £8,600 (F) 

D £8,600 (A) LO 3c 

 

33 Which two of the following statements are true? 

A An investment with a positive net present value (NPV) is viable 

B Internal rate of return (IRR) is a superior appraisal method to NPV  

C Accounting rate of return (ARR) is based on cash flows 

D Payback is useful as an initial screening device LO 4b 

 




