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QUESTION 1

The following data pertains to XYZ Company for the current year of operations. 

Assuming that XYZ Company sells 80,000 units, what is the maximum that can be paid for an advertising campaign
while still breaking even? 

A. $135,000 

B. $1,015,000 

C. $535,000 

D. $695,000 

Correct Answer: A 

 

 

QUESTION 2

Which of the following terms is not connected with the employment of just-in- time(JIT)manufacturing? 

A. Cells 

B. Kanban 

C. Lean production 

D. Safety stock 
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Correct Answer: D 

Safety stock involves always keeping enough raw materials on hand to overcome the effects of an interruption in
supply.in a JIT system,manufacturers arecompletely depended on the reliability of their suppliers in delivering raw
materials as they are needed.keeping safety stock undercuts the entire philosophy of JIT. 

 

QUESTION 3

Green Company produces Product A and sells it for $18.00. The following cost data apply: Green has thought of
marketing a new Product B with the same cost structure as Product A except that the price will be $15.60. Green
Company currently has the plant capacityr necessary for this expansion. Because of the cost structure, Green Company
will find the production and sale of Product B in the short run to be 

A. Not profitable unless the price can be raised to $17.10. 

B. Not profitable at any price. 

C. Not profitable at $15.60 because the fixed selling expense and fixed manufacturing overhead will not be covered by
the price. 

D. Profitable to produce and sell Product B in the short run at the price of $15.60. 

Correct Answer: D 

With excess capacily, production is profitable if the incremental revenues are greater than the incremental costs. Here,
the incremental costs equal total costs minus any fixed costs ($17.10 -- $1 .50 -- $2.20 = $13.40). If Product B can be
sold for a price greater than $13.40. Short-run production will be profitable. Long-run profit ability, however, will depend
on fixed costs as well as variable costs and sales price. 

 

QUESTION 4

Products may be classified in a hierarchy according to ascending levels of customer value. At which level of this
customer value hierarchy does most competition occur in developed countries? 
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A. Potential product 

B. Augmented product 

C. Expected product 

D. Basic product 

Correct Answer: B 

An augmented product exceeds expectations. In industrialized nations, product augmentation through customer service,
delivery options, packaging, financing, etc, is the basis for competition. Hence, the customer\\'s consumption system
must be understood, that is , how the customer acquires, uses, pays for, and maintains the product. 

 

QUESTION 5

Political risk may be reduced by 

A. Entering into a joint venture with another foreign company. 

B. Making foreign operations dependent on the domestic parentfortechnology, markets, and supplies. 

C. Refusing to pay higher wages and higher taxes. 

D. Financing with capital from a foreign country. 

Correct Answer: B 

Political risk is the risk that a foreign government may act in a way that wig II reduce the value of the company\\'s
investment. Political risk may be reduced by making foreign operations dependent on the domestic parent for
technology, markets, and supplies. 

 

QUESTION 6

Costs relevant to an insourcing vs. outsourcing decision include variable manufacturing costs as well as 

A. Avoidable fixed costs. 

B. Factory depreciation. 

C. Property taxes. 

D. Factory management costs. 

Correct Answer: A 

Relevant costs are anticipated costs that will vary among the choices available. If two courses of action share some
costs, those costs are not relevant because they will be incurred regardless of the decision made. Relevant costs
include fixed costs that could be avoided if the items were purchased from an outsider. 

 

QUESTION 7

Latest IMANET-CMA Dumps | IMANET-CMA Practice Test | IMANET-CMA Exam Questions                             4 / 10

https://www.certbus.com/imanet-cma.html
https://www.certbus.com/imanet-cma.html
https://www.certbus.com/imanet-cma.html


https://www.certbus.com/imanet-cma.html
2023 Latest certbus IMANET-CMA PDF and VCE dumps Download

If a call option is "out-of-the-money" 

A. It is not worth exercising. 

B. The value of the underlying asset is less than the exercise price. 

C. The option no longer exists 

D. It is not worth exercising, and the value of the underlying asset is less than the exercise pence 

Correct Answer: D 

When the value of the asset underlying a call option is less man the exercise pence of me the option is out-of the-
money, witch means it is not worth exercising. 

 

QUESTION 8

Which of the following is the most significant disadvantage of a cost-based transfer price? 

A. Requires internally developed information 

B. Imposes market effects on company operations. 

C. Requires externally developed information. 

D. May not promote long-term efficiencies. 

Correct Answer: CD 

A cost-based transfer price is a price charged in an intracompany transaction that covers only the selling subunits costs.
However, by ignoring relevant alternative market prices, a company may pay more than is necessary to produce goods
and services internally. 

 

QUESTION 9

The costs described in situations 2, 3, and 5 are 

A. Sunk costs. 

B. Discretionary costs. 

C. Relevant costs. 

D. Differential costs. 

Correct Answer: A 

Joint production costs are irrelevant to deciding whether to sell at split-off or to process further. Similarly, already
incurred RandD costs and the costs of obsolete inventory are irrelevant to future decisions. Thus, these are examples of
sunk costs. Sunk costs are unavoidable. They are the result of a past irrevocable decision and thus have no relevance
to future decisions. 
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QUESTION 10

Find the required rate of return for equity investors of a firm with a f of 1.2 when the ask- free rate is 6%, the market risk
premium is 4%, and the return on the market is 10%. 

A. 4.80% 

B. 6% 

C. 10% 

D. 10.80% 

Correct Answer: D 

The capital asset pacing model adds the risk-free rate to the product of the coefficient (a erasure of risk) and the
difference between the market return and the risk-free rate. Thus, the required rate of return is 10.8% [6% + 1.2(4%)]. 

 

QUESTION 11

A firm with an 18% desired rate of return is considering the following projects (on January 1 1Year 1): Using the net-
present-value (NPV) method, Project A\\'s net present value is 

A. $316,920 

B. $23,140 

C. $(265,460) 

D. $(316,920) 

Correct Answer: C 

The cash inflow occurs 5 years after the cash outflow, and the NPV method uses the firm\\'s desired rate of return of
18%. The present value of $1 due at the end of 5 years discounted at 18% is .4371. Thus, the NPV of Project A is
$(265,460) [($7,400,000 cash inflow x 4371) --$3,500,000 cash outflow]. 
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QUESTION 12

In practice, dividends 

A. Usually exhibit greater stability than earnings. 

B. Fluctuate more widely than earnings. 

C. Tend to be a lower percentage of earnings for mature firms. 

D. Are usually changed every year to reflect earnings changes. 

Correct Answer: A 

Dividend policy determines the portion of net income distributed to stockholders. Corporations normally try to maintain a
stable level of dividends, even though profits may fluctuate considerably, because many stockholders buy stock with the
expectation of receiving a certain dividend every year. Thus, management tends not to raise dividends if the payout
cannot be sustained. The desire for stability has led theorists to propound the information content or signaling
hypothesis a change in dividend policy is a signal to the market regarding management\\'s forecast of future earnings.
This stability often results in a stock that sells at a higher market price because stockholders perceive less risk in
receiving their dividends. 

 

QUESTION 13

An advantage of a direct investment strategy when entering a foreign market is 

A. Reduction in the capital at risk 

B. Shared control and responsibility 

C. Assurance of access when the foreign country imposes domestic content rules 

D. Avoidance of interaction with the local bureaucracy 

Correct Answer: C 

Direct investment has many advantages: 

(1)

 cheaper materials or labor, 

(2)

 receipt of investment incentives from the host government, 

(3)

 a strong relationship with interested parties in the host country, 

(4)

 control of the investment, 
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(5)

 a better image in the host country, and 

(6)

 market access when domestic contest rules are in effect. However, direct investment is risky because of exposure to
currency fluctuations, expropriation, potentially high exit barriers, and restraints on sending profits out of the country. 

 

QUESTION 14

Without prejudice to your answers from any other questions, assume that the after-tax cost of debt financing is 10%, the
cost of retained earnings is 14%, and the cost of new common stock is 16%. If capital expansion needs to be $7 million
for the coming year, what is the after-tax weighted-average cost of capital to FLF Corporation? 

A. 11 14% 

B. 1274% 

C. 13.6% 

D. 16% 

Correct Answer: B 

To maintain a capital structure of 40% debt and 60% equity, the $7 million total must consist of $2.8 million 

of debt and $4.2 million of equity. The equity will consist of $3 million of retained earnings and $1.2 million 

of new stock. The weighted-average cost of the three sources of new capital is determined as follows: 

$3,000000 + $7000,000 x 14% = 6.00% 

$1,200,000 $7,000,000 x 16% = 214% 

$2,800,000 + $7,000,000 x 10% = 4.00% 

12.74% 

The FLF Corporation is preparing to evaluate capital expenditure proposals for the coming year. Because 

the firm employs discounted cash flow methods, the cost of capital for the firm must be estimated. The 

following information for FLF Corporation is provided: 

 

QUESTION 15

The sum of the costs necessary to effect a one-unit increase in the activity level is a(n) 

A. Differential cost. 

B. Opportunity cost. 

Latest IMANET-CMA Dumps | IMANET-CMA Practice Test | IMANET-CMA Exam Questions                             8 / 10

https://www.certbus.com/imanet-cma.html
https://www.certbus.com/imanet-cma.html
https://www.certbus.com/imanet-cma.html


https://www.certbus.com/imanet-cma.html
2023 Latest certbus IMANET-CMA PDF and VCE dumps Download

C. Marginal cost. 

D. Incremental cost. 

Correct Answer: C 

A marginal cost is the sum of the costs necessary to effect a one-unit increase in the activity\\' level. 
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