MOS 1023

MID TERM REVIEW QUESTIONS (solutions at end)

1. Private corporations differ from public corporations – which of the following is FALSE regarding private corporations:

a. Shares in private corporations are not traded on public exchanges

b. Private corporations do not need to follow IFRS

c. Private corporations do not generally make their financial statements available to the public

d. All of the above are  TRUE

2. On a company balance sheet, which of the following is not a liability?

a. Shareholder loan

b. Lease obligation

c. Common shares
d. Mortgage

3. Which of these is NOT an investing activity?

a. Purchasing a delivery van

b. Building a bubblegum factory

c. Borrowing money for a retail expansion

d. Buying a new boardroom table

4. Which of these is NOT one of the three types of business activities on the cashflow statement.

a. Investing

b. Marketing

c. Operating

d. Financing

5. Another way to describe an “amortization expense” is:

a. Plant & equipment expense

b. Depreciation expense

c. Investment expense

d. Legal expense

6. Which of these is NOT an external user of financial statements

a. Revenue Canada

b. Creditors
c. Labour unions

d. Human resources department

7. Which financial statement is used to show the distribution of earnings to shareholders

a. Balance sheet

b. Statement of retained earnings

c. Cash flow statement

d. Statement of earnings

8. Which of these items does NOT appear on a balance sheet

a. Expenses

b. Assets

c. Equity

d. Liabilities

9. The balance sheet derives one figure in the equity section from which other financial statement

a. Income statement

b. Statement of retained earnings

c. Cash flow statement

d. Statement of earnings

10  The main responsibility for ethical behaviour rests on:

A. Professional bodies.

B. The Government.

C. Employers.

D    The individuals involved 
11  Which is NOT an accounting designation in Canada

a. CGA

b. CA

c. CMA

d. CIRA

12  The conceptual framework of accounting does NOT guide decisions about

a. What to present in financial statements

b. Appropriate ways of communicating financial information

c. Presentation of statements for Revenue Canada
d. Alternative ways of reporting economic events

13   Which of the following is NOT a qualitative characteristic of accounting information

a. Comparability

b. Irrelevance 

c. Faithful representation

d. Understandability

14  The “elements of financial statements” are

a. A set of definitions which describes the basic terms used in accounting

b. The linking of elements of the various financial statements

c. Defined by the “cost principle”

d.  Assumptions which create the accounting process

15  Current assets on a balance sheet are those whose benefit will normally be realized within what time period

a. Quarterly

b. Two years

c. Current assets are defined by dollar amount – not time

d. One year

16   Which of the following is NOT a current asset

a. Inventory

b. A six month GIC

c. Goodwill

d. Prepaid rent
17   Which is NOT a major section of a balance sheet

a. Current assets

b. Cost of goods sold

c. Shareholder’s equity

d. Long term liabilities

18   Ratios that measure the ability of a company to pay its short term obligations are classified as:

a. Liquidity ratios

b. Profitability ratios

c. Liability ratios

d. Solvency ratios

19  The current ratio is an indication of:

a. Ability to cover short term obligations

b. The difference between current assets and current liabilities

c. Percentage of assets financed by creditors

d. Free cash flow

20  McDonalds – in their 2009 annual report list $2.4 billion in goodwill. This would be:

a. An entry in the equity section of the balance sheet

b. An example of an intangible asset

c. An estimate of the expected future profits

d. The value placed on the company by its board of directors

21  For depreciated assets, the difference between cost and accumulated depreciation is referred to as:

a. Carrying amount

b. Amortization

c. Closing inventory

d. Future cost

22  .   Which of the following is not normally an example of a profit centre?

A. Production department of a manufacturing plant.

B. An individual product line at Proctor and Gamble.

C. A retail store.


D.  All of the above are examples of profit centres 
23  Which of the following is the most liquid asset

a. Accounts receivable

b. Short term investment

c. Petty cash

d. Shares held in a subsidiary company

24   If you were interested in supplying fabric to Ralph Lauren, what financial figure(s) would you look at

a. Liquidity ratios

b. Goodwill

c. Total equity

d. Price earnings ratio
25  World-wide the most significant movement towards a common GAAP has been led by

a. The United Sates

b. The IASB

c. The United Nations

d.  The World Bank
26   The International Financial Reporting Standards (IFRS) are

a. Based on a specific set of rules

b. Mandated in the United Sates by the SEC

c. Enforced globally by the CICA
d. Principles based

27   Which of these is a reason accounting standards differ from country to country

a. Culture

b. Legal systems

c. Political & economic ties with other countries

d. All of the above

28   What is the MAIN benefit of having global accounting standards?

a. Neutrality

b. Comparability

c. Reliability

d. Understandability

29  On ABC Company’s financial statements,  standards dictate that something is said to be “material” if

a. It is an accurate description of a financial transaction undertaken by ABC Company 

b. Would cause an investor to sell their stock in the company

c. It is more than 5% of net income 

d. All of the above

30  The branch of accounting used for business decisions is

a. Financial  accounting

b. Managerial accounting

c. Tax accounting

d. Internal auditing

31  In the “Four-Step Framework for Decision Making”, which is NOT one of the steps

a. Identify options

b. Make the decision

c. Measure the benefits and costs

d. Match options to control decisions

32  When making a decision to choose one option, you give something up. This is referred to as

a. Transaction cost

b. Time/cost benefit analysis

c. Opportunity cost

d. Differential cost

33  Which of the following is NOT one of the four stages of the planning and control cycle

a. Profitability

b. Implement

c. Evaluate

d. Revise

34   In the four step decision making process, where is accounting most useful?

a. Identifying goals and the decision maker’s problem

b. Measuring the benefits and costs

c. Choosing the decision with the highest value

d. Identifying the various options available
35  Which of these methods is used by companies to align individual goals with organization goals

a. Incentive schemes and performance evaluation

b. Defining acceptable behaviour through policies & procedures

c. Enforcing policies & procedures through monitoring

d. All of the above

36  Which of the following is TRUE regarding managerial accounting

a. Must conform to GAAP

b. Information relevance is valued most

c. Fixed period reporting – usually quarterly

d. All of the above

37  Which of the following individuals might NOT report to the CFO

a. Chief internal auditor

b. Controller

c. Treasurer

d. All of the above always report to the CFO

38  Which of the following is NOT one of the four elements that must be present for a fraud to exist

a. A material false statement

b. Knowledge that the statement was false when it was uttered

c. Reliance on the false statement by the victim

d. Financial gain by the victim from reliance on the false statement

39  An anonymous tip suggesting a buyer for a retail electronics chain is taking bribes would be

a. A hypothesis

b. Predication

c. Fraud

d. An expense item on the income statement

40  Which of the following is NOT one of the four steps in fraud theory

a. Testing a hypothesis

b. Predication

c. Analyzing available data

d. Creating a hypothesis

41  Which of the following is NOT true of fraud examination

a. The timing is nonrecurring

b. The scope is specific

c. The methodology is audit techniques

d. The presumption is proof
42  An accounting clerk at a large corporation uses the company photocopier to make invitations for a birthday party without the supervisor’s consent.  This is an example of

a. Fraud

b. Larceny
c. Abuse

d. All of the above

43  Which of the following is one of the three legs of the fraud triangle

a. Rationalization

b. Pressure

c. Opportunity

d. All of the above

44  The person who coined the term “white collar crime” is

a. Sigmund Freud

b. Edwin H Sutherland

c. Donald R. Cressey

d. Gil Grissom

45   When talking about motivations for fraud, which of the following is NOT a perceived non-shareable financial problem

a. Business reversals

b. Long term violators

c. Status gaining

d. Violation of ascribed obligations

46  Which of the following items has no effect on retained earnings?

(a) expense

(b) dividends

(c) revenue

(d) hiring a new employee

47 If expenses are paid in cash, then

(a) assets will increase.
(b) liabilities will decrease.
(c) shareholders’ equity will increase.
(d) assets will decrease.
48. The Decision Framework applies to all business-related decisions, but not to personal decisions

A) True
B) False 
49  The adoption of International Financial Reporting Standards will help improve comparability of similar companies in different countries.

.

A) True

b)    False

50. The basic accounting equation subdivides claims to assets into two categories: claims of creditors and claims of the Canada Revenue Agency.

A) True

B) False

51.  There is comparability when companies with similar circumstances use the same accounting principles

a) True

b) False

52  The cash flow statement is divided into two sections corresponding to investing activities and financing activities
A  True

B   False

53) Revenue is only recorded when cash is received.

A  True

B  False

54 Examining past performance is not involved in control decisions

a) True

b) False

55) The four primary financial statements are not interrelated
a) True

b) False

56) Prepaid expenses are liabilities.

 

a)   True

b)   False

57) It is assumed that the activities of PetroCanada Corporation can be distinguished from those of Imperial Oil Limited because of the
a.  going concern assumption.

b.  economic entity assumption.

c.  monetary unit assumption.

d.  time period assumption.

58) The equality of debits and credits is the basis for

(a) the double-entry accounting system.
(b) the single-entry accounting system.
(c) the T account.
(d) all accounting systems.

59) In the planning and control cycle, the Evaluate stage deals with:
a. Products and services.

b. Resources necessary.

c. Set performance targets.

d. Achievement of performance targets.

60  Firms promote goal congruence by:
a. Requiring all employees to participate in the budgeting process.

b. Assuring that all decisions have a small number of options.

c. Reducing opportunity cost to a minimum.

d. Tailoring policies and procedures to fit the organization’s specific needs.

Solutions

1. D

2. C

3. C

4. B

5. B

6. D

7. B

8. A

9. B

10. D

11. D

12. C

13. B

14. A

15. D

16. C

17. B

18. A

19. A

20. B

21. A

22. A
23. C

24. A

25. B

26. D

27. D

28. B

29. B

30. B

31. D

32. C

33. A

34. B

35. D

36. B

37. A

38. D

39. B

40. B

41. C

42. C

43. D

44. B

45. B

46. D

47. D
48. B

49. A

50. B

51. A

52. B

53. B
54. B

55. B

56. B
57. B

58. A

59. D

60. D

