[bookmark: _GoBack]1) An effective process of capital allocation is critical to a healthy economy because it
	[image: ] 
	Promotes productivity.



	[image: ] 
	Encourages innovation.



	[image: ] 
	Provides an efficient and liquid market for buying and selling securities.



	[image: ] 
	All of the these result from an effective process.


So unreliable an irrelevant information leads to a poor capital allocation, which hurt the securities market and economic growth. The accounting numbers that companies report affect the Transfer of resource among companies and individuals.

2) Which of the following is not a potential cause of management bias?
	[image: ] 
	Financial statement users must exercise significant professional judgement in interpretation of financial information.



	[image: ] 
	Financial statements provide information to users about management stewardship.



	[image: ] 
	Managers are often compensated based on the company’s net income or share value.



	[image: ] 
	Many lending agreements and contracts require that certain financial benchmarks must be met.



3) Which one of the following organizations has not been a major influence in setting financial reporting standards for Canadian entities?
	[image: ] 
	FASB (Financial Accounting Standards Board)



	[image: ] 
	AcSB (Accounting Standards Board)



	[image: ] 
	CRA(Canada Revenue Agency)



	[image: ] 
	IASB(International Accounting Standards Board)



4) Standards and interpretations are issued by the
	[image: ] 
	IASB.



	[image: ] 
	FASB.



	[image: ] 
	AcSB.



	[image: ] 
	All of the above.


5) Which of the following is not a primary source of GAAP for Canadian private companies?
	[image: ] 
	Handbook Sections 1400 to 3870



	[image: ] 
	Accounting guidelines



	[image: ] 
	Appendices to Handbook Sections 1400 to 3870 and Accounting guidelines



	[image: ] 
	Pronouncements by accounting standard-setting bodies in other jurisdictions

	
	


6) The role of provincial securities commissions in Canada in relation to financial reporting is to
	[image: ] 
	Ensure that investors have access to the information they need to make informed decisions.




	
	Make recommendations for financial accounting standards.



	[image: ] 
	Form professional judgments regarding overall adherence to GAAP.



	[image: ] 
	Develop standards for financial reporting by publicly traded companies.

	
	


7) The most authoritative primary source of GAAP for private companies in Canada is
	[image: ] 
	Accounting guidelines.



	[image: ] 
	Industry practices.



	[image: ] 
	CICA Handbook recommendations.



	[image: ] 
	Professional judgment.

	
	


8) Challenges facing the financial reporting environment include which of the following?
	[image: ] 
	Allowing stakeholders to have a voice in standard setting while ensuring that political pressures do not influence the standard setting process to an excessive extent.



	[image: ] 
	Changes in technology.



	[image: ] 
	Ensuring the level of government oversight is appropriate – i.e. how regulated the financial reporting environment should be.



	[image: ] 
	All of the above pose challenges for the financial reporting environment.


9) International accounting standards are established by the
	[image: ] 
	FASB.



	[image: ] 
	IASB.



	[image: ] 
	IASC.



	[image: ] 
	CICA.


10) The Sarbanes-Oxley Act does all of the following except:
	[image: ] 
	Require disclosure that a code of ethics exists for senior financial officers.



	[image: ] 
	Require that CEOs and CFOs must forfeit bonuses if there is a restatement of their company’s accounting disclosures.



	[image: ] 
	Require independence and financial expertise for members of the audit committee.



	[image: ] 
	Require that auditors must certify that the financial statements and company disclosures are appropriate and fairly presented.


11) All of the following are objectives of financial reporting, except to provide information
	[image: ] 
	About entity resources, claims to those resources, and changes to them.



	[image: ] 
	That is useful in capital allocation decisions.



	[image: ] 
	About the major shareholders of an entity.



	[image: ] 
	That is useful in assessing management stewardship.


12) Which of the following is true of “professional judgment”?
	[image: ] 
	It plays an especially important role in ASPE and IFRS.



	[image: ] 
	It is important where standards are based primarily on general principles rather than specific rules.



	[image: ] 
	It is used in conjunction with the conceptual framework in the absence of specific standards.



	[image: ] 
	All of the above are true in relation to “professional judgment”.


13) The auditor’s primary responsibility is to
	[image: ] 
	Report to Canada Revenue Agency.



	[image: ] 
	Prepare financial statements.



	[image: ] 
	Report to standard setters.



	[image: ] 
	Review financial statements and discuss them with management.






14) Financial accounting can be broadly defined as the area of accounting that prepares financial statements to be used
	[image: ] 
	By parties both internal and external to the business enterprise.



	[image: ] 
	By investors only.



	[image: ] 
	Primarily by external users and Canada Revenue Agency.



	[image: ] 
	By parties internal to the business enterprise only.


15) The primary responsibility of security and exchange commissions with respect to financial statements is to
	[image: ] 
	Set generally accepted accounting principles (GAAP), which must be followed in their preparation.



	[image: ] 
	Monitor and analyze the information looking for signs of an improved or weakened financial condition.



	[image: ] 
	Review accounting choices made by companies in their financial statements to ensure decision-making logic is sound.



	[image: ] 
	Monitor financial statements to ensure full and plain disclosure of material information thus maintaining compliance with listing requirements.


16) Objectives of financial reporting do not include
	[image: ] 
	Providing information about changes in an entity’s economic resources, obligations, and equity/net assets.



	[image: ] 
	Providing information about an entity’s economic resources, obligations, and equity/net assets.



	[image: ] 
	Providing information about the liquidation value of an enterprise.



	[image: ] 
	Providing information that is useful to users in making resource allocation decisions.


17) Which of the following is not true regarding accrual-basis accounting?
	[image: ] 
	Revenues and expenses are recognized in the periods in which the company receives or pays cash.



	[image: ] 
	A company records events that change its financial statements in the periods in which the events occur.



	[image: ] 
	It has greater potential to depict meaningful trends in revenues and expenses.



	[image: ] 
	Revenues and expenses can be more easily related to the economic environment of the period in which they occurred.


18) Which of the following does not describe a cause of management bias?
	[image: ] 
	The tendency to downplay negative events.



	[image: ] 
	The desire for all stakeholders to have access to all information.



	[image: ] 
	The desire to meet financial analysts’ expectations.



	[image: ] 
	The need to comply with contracts, such as debt covenants.


19) Conservative accounting refers to
	[image: ] 
	A decision to downplay the positive and focus on the negative.



	[image: ] 
	A manager’s tendency to shirk his stewardship responsibilities.



	[image: ] 
	A manager’s engagement in greater risk taking.



	[image: ] 
	A decision to downplay the negative and focus on the positive.

	
	20) The problem of information asymmetry can be reduced by
	[image: ] 
	Accounting standards.



	[image: ] 
	Adverse selection.



	[image: ] 
	Only focusing on positive events.



	[image: ] 
	Aggressive accounting.





21) All of the following statements about the conceptual framework are correct except:
	[image: ] 
	It is built on an established body of concepts and objectives, leading to consistent standards.



	[image: ] 
	It assists with solving new and emerging practical problems more quickly.



	[image: ] 
	It increases financial statement users’ understanding of and confidence in financial reporting.



	[image: ] 
	All of the above (all of these statements are true of a conceptual framework).



22) The first level of the conceptual framework is the:
	[image: ] 
	Elements of financial statements.



	[image: ] 
	Objectives of financial reporting.



	[image: ] 
	Qualitative characteristics of accounting information.



	[image: ] 
	Foundational principles.


 23) Which of the following statements correctly describes the comparability of accounting information?
	[image: ] 
	It is one of the enhancing characteristics of accounting information.



	[image: ] 
	It is consistent with the economic entity assumption.



	[image: ] 
	It is important when assets are revalued.



	[image: ] 
	It should always be present.


24) Which of the following are factors contributing to fraudulent financial reporting?
	[image: ] 
	Weak internal controls



	[image: ] 
	Unrealistic internal budgets



	[image: ] 
	Unrealistic expectations



	[image: ] 
	All of the above (all of the above are factors that contribute to fraudulent financial reporting)


25) Information that is relevant:
	[image: ] 
	Has feedback/confirmatory value.



	[image: ] 
	Has predictive value.



	[image: ] 
	Is capable of making a difference in a decision



	[image: ] 
	All of the above (all of the above are ingredients of the characteristic of relevance).


26) In providing information with the qualitative characteristics that make it useful, two overriding constraints that must be considered are:
	[image: ] 
	Relevance and representational faithfulness.



	[image: ] 
	Comparability and understandability.



	[image: ] 
	Matching and control.



	[image: ] 
	Cost-benefit relationship and materiality.



27) Companies and their auditors have adopted a general rule of thumb that anything above 5% of _______ is considered material.

[image: ntry field with incorrect answer]
	[image: ] 
	Assets



	[image: ] 
	Liabilities



	[image: ] 
	Pretax income from continuing operations



	[image: ] 
	Revenues
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