CHAPTER 1

Question 1
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Reports prepared in managerial accounting are general-purpose reports, whereas reports prepared in financial accounting are usually special-purpose reports.

[image: Entry field with correct answer]
	
	True



	
	False



Question 2
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Managerial accounting applies only to manufacturing companies.

[image: Entry field with correct answer]
	
	True



	
	False



Question 3
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Managerial accounting internal reports are prepared less frequently than are classified financial statements.

[image: Entry field with correct answer]
	
	True



	
	False



Question 4
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


A primary outcome of managerial accounting is the determination of costs for manufactured items and services.

[image: Entry field with correct answer]
	
	True



	
	False


Question 5
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]
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	Your answer is correct.

	 
	 


Management accounting and financial accounting, while in the same field, are mutually exclusive disciplines.

[image: Entry field with correct answer]
	
	True



	
	False



Question 6
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Detailed reports scrutinized by managerial accountants include those focused on business sub-units.

[image: Entry field with correct answer]
	
	True



	
	False



Question 7
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Given the decision to employ straight-line amortization or a usage-based amortization method, the management accountant’s need to report the most relevant economic information to external users will determine which method is used.

[image: Entry field with correct answer]
	
	True



	
	False



Question 8
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Decision-making is an integral part of the planning, directing, and motivating functions, but not of the controlling function.

[image: Entry field with correct answer]
	
	True



	
	False



Question 9
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Whereas management accountants used to be responsible for strategic cost management, their modern-day responsibilities are more focused on collecting and reporting costs to management.

[image: Entry field with correct answer]
	
	True



	
	False



Question 10
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


The theory of constraints is used to measure performance.

[image: Entry field with correct answer]
	
	True



	
	False



Question 11
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Lean manufacturing is in contrast to traditional mass-production operations.

[image: Entry field with correct answer]
	
	True



	
	False



Question 12
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Managerial accounting

[image: Entry field with correct answer]
	
	is concerned with costing products.



	
	is governed by generally accepted accounting principles.



	
	pertains to the entity as a whole and is highly aggregated.



	
	places emphasis on special-purpose information.



Question 13
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Managerial accounting information

[image: Entry field with correct answer]
	
	pertains to the entity as a whole and is highly aggregated.



	
	must be prepared according to generally accepted accounting principles.



	
	pertains to subunits of the entity and may be very detailed.



	
	is prepared only once a year.



Question 14
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Managerial accounting is also called

[image: Entry field with correct answer]
	
	inside reporting.



	
	cost accounting.



	
	management accounting.



	
	strategic management.



Question 15
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Which of the following is not part of managerial accounting?

[image: Entry field with correct answer]
	
	determining whether planned goals are being met



	
	reporting financial information to the shareholders



	
	calculating product costs



	
	controlling costs



Question 16
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Which one of the following tasks would not be performed by a management accountant?

[image: Entry field with correct answer]
	
	being concerned with the impact of cost and volume on profits



	
	strategic cost management



	
	assisting in budget planning



	
	preparing reports primarily for external users



Question 17
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Which description identifies financial statements that are prepared for external users?

[image: Entry field with correct answer]
	
	external reports



	
	special-purpose



	
	user-specific



	
	general-purpose

	




	SHOW ANSWER



Which of the following statements about internal reports is true?

[image: Entry field with correct answer]
	
	Most internal reports are summarized rather than detailed.



	
	Internal reports focus on general purpose needs of users.



	
	The content of internal reports extends beyond the double-entry accounting system.



	
	Internal reports are often very general.




Question 19
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Which of the following reports would management find useful in decision making?

[image: Entry field with correct answer]
	
	monthly reports on activities to the Board of Directors



	
	quarterly reporting to the Toronto Stock Exchange



	
	specific purpose statements on services delivered



	
	audited financial information in the annual report to shareholders



Question 20
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Which one of the following does the planning function involve?

[image: Entry field with correct answer]
	
	analyzing financial statements



	
	setting goals and objectives for an entity



	
	
	hiring the right people for a particular job



	
	coordinating the accounting information system



Question 21
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


A company acting ethically must adapt its internal reports to any changes required

[image: Entry field with correct answer]
	
	instantly.



	
	as it is appropriate for its business cycle.



	
	as stipulated by the CPA Canada handbook and GAAP.



	
	if they are considered pertinent to its business activities.



Question 22
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Which one of the following is not a main component of the value chain sequence?

[image: Entry field with correct answer]
	
	ERP



	
	sales and marketing



	
	production



	
	customer relations



Question 23
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


One of the advantages of a just-in-time inventory system is that it reduces inventory quantities. Why is this considered to be a benefit?

[image: Entry field with correct answer]
	
	Carrying inventory incurs storage costs, hence reducing inventory quantities reduces costs.



	
	Carrying large inventory raises the risk that customers will want an item that you do not have.



	
	Carrying large inventory reduces the risk that customers will want an item that you do not have.



	
	none of the above



Question 24
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Incorrect answer.]
	Your answer is incorrect.

	 
	 


Which of the following is a reason for the reorganization of the three accounting bodies in Canada into one, CPA Canada?

[image: Entry field with incorrect answer]
	
	There was conflict within the standard setting process between the three accounting bodies.



	
	Extensive competition between the three organizations was causing friction.



	
	The reorganization was mandated by the Canadian government.



	
	A larger unified profession would mean a more prominent and cohesive Canadian presence internationally.



Question 25
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Incorrect answer.]
	Your answer is incorrect.

	 
	 


For a manufacturing company, the activities in the value chain would not include

[image: Entry field with incorrect answer]
	
	research and development.



	
	purchase of raw materials.



	
	customer relations.



	
	performance evaluation.




Question 26
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


How do most companies manage their value chain?

[image: Entry field with correct answer]
	
	by using activity-based costing



	
	by creating enterprise resource planning systems



	
	using an action plan



	
	using total quality management systems



Question 27
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


What is value chain management best defined as?

[image: Entry field with correct answer]
	
	a large chain that keeps the machines from falling on the production floor



	
	management decisions that affect how quickly the production run occurs



	
	the incremental value of costs associated with hiring a new production floor leader



	
	all activities associated with providing a product or service



Question 28
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Which one of the following is an activity not associated with TQM?

[image: Entry field with correct answer]
	
	Tightening the bolts on a chassis so that the frame will not drop out.



	
	Redesigning the gas tank after learning fuel efficiency standards are not being met.



	
	Verifying the 10 check points associated with producing the highest quality loaf of bread.



	
	Ensuring that the mattress just manufactured meets the standard of comfort of a random factory line worker.



Question 29
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Which component of a company’s value chain would benefit most from internal management information?

[image: Entry field with correct answer]
	
	complaints from its customers over services offered



	
	bonuses paid to managers of the company



	
	the company’s efforts to develop new services



	
	All such components would benefit from internal management information.

	

	



Question 30
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


The five steps in the lean thinking model, in order are:

[image: Entry field with correct answer]
	
	1. Define value, 2. Identify the pull factors, 3. Identify the value stream, 4. Make the value stream flow, 5. Revise until perfection is achieved.



	
	1. Define value, 2. Identify the value stream, 3. Make the value stream flow, 4. Implement a pull system, 5. Strive for perfection.



	
	1. Identify unproductive activities that need to be reduced, 2. Identify push factors causing those unproductive activities, 3. Develop operations so that the work flows smoothly, 4. Strive for perfection, 5. Evaluate the value that has been added.



	
	1. Identify push factors, 2. Develop strategies to turn those factors into pull factors, 3. Assess the value added by steps one and two, 4. Strive for perfection, 5. Repeat the process on a regular basis.



Question 31
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Partially correct answer.]
	Your answer is partially correct.

	 
	 


Listed below are the three functions of the management of an organization.
	1.
	Planning

	2.
	Directing

	3.
	Controlling



Identify which of the following statements best describes each of the above functions:
	(a)
	[image: Entry field with correct answer]
	
	requires management to look ahead and to establish objectives. A key objective of management is to add value to the business.

	(b)
	[image: Entry field with incorrect answer]
	
	involves coordinating a company’s diverse activities and human resources to produce a smoothly running operation. This function relates to the implementation of planned objectives.

	(c)
	[image: Entry field with correct answer]
	
	is the process of keeping the activities on track. Management must determine whether goals are being met and what changes are necessary when there are deviations.





Question 32
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


Financial accounting information and managerial accounting information have a number of distinguishing characteristics, which are listed below.
	1.
	
	General-purpose reports
	

	2.
	
	Reports are used internally
	

	3.
	
	Prepared in accordance with generally accepted accounting principles
	

	4.
	
	Special-purpose reports
	

	5.
	
	Limited to historical cost data
	

	6.
	
	Reporting standard is relevant to the decision to be made
	

	7.
	
	Financial statements
	

	8.
	
	Reports generally pertain to the business as a whole
	

	9.
	
	Reports generally pertain to subunits
	

	10.
	
	Reports issued quarterly or annually
	



Indicate which characteristics are more closely related to financial accounting by placing the letter “F” in the space to the left of the item and indicate those characteristics that are more closely associated with managerial accounting by placing the letter “M” to the left of the item.
	1.
	
	[image: Entry field with correct answer]
	
	General-purpose reports
	

	2.
	
	[image: Entry field with correct answer]
	
	Reports are used internally
	

	3.
	
	[image: Entry field with correct answer]
	
	Prepared in accordance with generally accepted accounting principles
	

	4.
	
	[image: Entry field with correct answer]
	
	Special-purpose reports
	

	5.
	
	[image: Entry field with correct answer]
	
	Limited to historical cost data
	

	6.
	
	[image: Entry field with correct answer]
	
	Reporting standard is relevant to the decision to be made
	

	7.
	
	[image: Entry field with correct answer]
	
	Financial statements
	

	8.
	
	[image: Entry field with correct answer]
	
	Reports generally pertain to the business as a whole
	

	9.
	
	[image: Entry field with correct answer]
	
	Reports generally pertain to subunits
	

	10.
	
	[image: Entry field with correct answer]
	
	Reports issued quarterly or annually
	




Question 33
	[image: http://edugen.wileyplus.com/edugen/art2/common/pixel.gif]

	[image: Correct answer.]
	Your answer is correct.

	 
	 


The following is a list of terms related to managerial accounting practices.
	1.
	
	Activity-based costing
	

	2.
	
	Just-in-time inventory
	

	3.
	
	Balanced scorecard
	

	4.
	
	Value chain
	



Match each of the terms with the statement below that best describes the term.
	(a)
	
	[image: Entry field with correct answer]
	
	A performance-measurement technique that attempts to consider and evaluate all aspects of performance using financial and nonfinancial measures in an integrated fashion

	(b)
	
	[image: Entry field with correct answer]
	
	The group of activities associated with providing a product or service

	(c)
	
	[image: Entry field with correct answer]
	
	An approach used to reduce the cost associated with handling and holding inventory by reducing the amount of inventory on hand

	(d)
	
	[image: Entry field with correct answer]
	
	A method used to allocate overhead to products based on each product’s use of the activities that cause the incurrence of the overhead cost
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