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1.  A company's sales forecast would likely consider all of the following factors except:  
A.  past sales levels and trends. 
B.  the company's intended pricing policy. 
C.  the company's cash payment policy. 
D.  market research studies. 
E.  planned advertising and promotions. 
 

2.  The following data have been taken from the budget reports of Brandon company, a merchandising company.
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 Forty percent of purchases are paid for in cash at the time of purchase, and 30% are paid for in each of the next two months. Purchases for the previous November and December were $150,000 per month. Employee wages are 10% of sales for the month in which the sales occur. Selling and administrative expenses are 20% of the following month's sales. (July sales are budgeted to be $220,000.) Interest payments of $20,000 are paid quarterly in January and April. Brandon's cash disbursements for the month of April would be:  
A.  $140,000 
B.  $254,000 
C.  $200,000 
D.  $248,000 
 

3. A recent income statement of Dragonwood Corporation reported the following data:
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If the company desired to earn a target profit of $1,270,000, it would have to sell: 
A. 5,778 units.
B. 8,600 units.
C. 10,160 units.
D. 11,908 units.
E. an amount other than those above.
 

4.  Storch Corporation takes eight hours to complete the setup process for a certain electrical component, with the setup cost averaging $150 per hour. If the company's competitor can accomplish the same process in six hours with the same hourly labor rate and skilled personnel, Stanley's non-value-added cost per setup would be:  
A.  $0. 
B.  $150. 
C.  $300. 
D.  $900. 
E.  $1,200. 
 

5.  Which of the following budgets gets its information from the largest number of other budget components?  
A.  Direct labor budget. 
B.  Overhead budget. 
C.  Sales budget. 
D.  Cash budget. 
E.  Selling and administrative expense budget. 
 

6.  Sainte Claire Corporation has a highly automated production facility.  Which of the following factors would likely have the most influence on the company's manufacturing overhead budget cost applied to Work-in-Process?  
A.  Labor hours. 
B.  Cash payments. 
C.  Production volume 
D.  Factory building   
E.  Indirect labor cost. 
 

7. Under section 404 of the Sarbanes-Oxley Act, the external auditors are required to: 
A. Attest to and report on management's assessment of internal controls.
B. Establish and maintain internal controls for audited companies.
C. Advise management on its preparation of the Report on Internal Controls.
D. Evaluate the company's internal control system periodically throughout the year.
E. All of these.
 

8. Break-even analysis assumes that: 
A. total costs are constant.
B. the average fixed expense per unit is constant.
C. the average variable expense per unit is constant.
D. variable expenses are nonlinear.
 

9. Which of the following statements about a just-in-time (JIT) purchasing system is false? 
A. Since there is minimal backup, companies must acquire quality raw materials.
B. Raw materials are stockpiled to avoid production disruptions.
C. In comparison with experiences under traditional systems, manufacturers normally deal with a reduced number of suppliers.
D. Supplier reliability tends to be more important under a JIT system than under a traditional purchasing system.
E. The average purchase size is smaller with a JIT system than under a traditional purchasing system.
 

10. Which of the following is not a key feature of a JIT system? 
A. Purchases of materials in relatively large amounts (i.e., lot sizes).
B. A smooth, uniform production rate.
C. Total quality control.
D. Multiskilled workers and flexible production facilities.
E. A pull approach to coordinating steps in the production process.
 

11.  Which of the following is not a characteristic of the Public Company Accounting Oversight Board (PCAOB)?  
A.  It was established based on the Sarbanes-Oxley Law with oversight and governance by the SEC. 
B.  It sets auditing standards. 
C.  It has the authority to inspect, investigate, and enforce auditing standards. 
D.  It creates generally accepted accounting principles (GAAP). 
E.  It can establish or supervise the establishment of ethical standards. 
 

  USE THE FOLLOWING INFORMATION TO ANSWER THE NEXT QUESTION
 
 Edmonco Company produced and sold 45,000 units of a single product last year, with the following results:
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12.  If Edmonco's unit sales increase 15%, what will be the percentage increase in income before income taxes?  
A.  15%. 
B.  45%. 
C.  60%. 
D.  75%. 
E.  An amount other than those above. 
 

13.  In the article titled “Using systems thinking to reach new heights in business”, which of the following statements is false?  
A.  Makes the case that everything is a system 
B.  Involves looking “at the big picture” 
C.  Systems thinking can help businesses 
D.  Sampling is a useful tool for obtaining a broad knowledge about the business 
 

14.  An example of a value-added activity for a manufacturing company is:  
A.  final assembly of the product. 
B.  installation of a computerized human resource management module. 
C.  shortening the customers' billing cycle. 
D.  addition of an employee hotline for workplace complaints. 
E.  maintenance of an adequate safety stock. 
 

15.  Which of the following outcomes is (are) sometimes associated with participative budgeting?  
A.  Employees make little effort to achieve budgetary goals. 
B.  Budget preparation time can be somewhat lengthy. 
C.  The problem of budget padding may arise. 
D.  Financial modeling becomes much more difficult to undertake. 
E.  Both choices B and C are correct. 
 

16.  If a company desires to increase its safety margin, it could:  
A.  increase fixed costs. 
B.  decrease the contribution margin. 
C.  decrease selling prices, assuming the price change will have no effect on demand. 
D.  reduce variable costs. 
E.  attempt to raise the break-even point. 
 

17. Grime-X is studying the profitability of a change in operation and has gathered the following information:
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Should Grime-X make the change? 
A. Yes, the company will be better off by $6,000.
B. No, because sales will drop by 3,000 units.
C. No, because the company will be worse off by $4,000.
D. No, because the company will be worse off by $22,000.
E. It is impossible to judge because additional information is needed.
 

18.  Sarbanes Oxley legislation highlighted the importance of auditor decision making in the process of auditing financial statements. As a result the PCAOB was created to establish or adopt, or both, auditing, quality control, ethics, independence, and other standards relating to the preparation of audit reports for public companies. The PCAOB however, may not be able to establish a rule they feel should be adopted if the following party objects (Note: this is an explicit power provided by the Sarbanes Oxley Act for the party).  
A.  The President of the United States 
B.  The U.S. Congress (either the House or the Senate) 
C.  The Treasury Department 
D.  The Securities and Exchange Commission 
E.  The Committee of Sponsoring Organizations of the Treadway Commission 
 

19.  Coleman, Inc. anticipates sales of 50,000 units, 48,000 units, and 51,000 units in July, August, and September, respectively. Company policy is to maintain an ending finished-goods inventory equal to 40% of the following month's sales. On the basis of this information, how many units would the company plan to produce in July?  
A.  46,800. 
B.  49,200. 
C.  49,800. 
D.  52,200. 
E.  Some other amount. 
 

20.  The factors behind excessively high labor costs identified through an analysis of operations are known as:  
A.  Activity Triggers 
B.  Root Causes
C.  Performance Measure 
D.  Cost Objects 
E.  Resource Costs 
 

  USE THE FOLLOWING INFORMATION TO ANSWER THE NEXT QUESTION
 
 Wright Corporation's contribution format income statement for last month appears below.
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 There were no beginning or ending inventories. The company produced and sold 3,000 units during the month. 
21. If sales decrease by 500 units by next month, by how much would fixed expenses have to be reduced to maintain the current net operating income? 
A. $7,500
B. $6,000
C. $2,000
D. $3,000
 

22.  Which of the following services are no longer allowed to be performed by external auditors due to Sarbanes-Oxley?
A.  Accounting system consulting services for a company that is an audit client.
B.  Accounting system consulting services for a company that is not an audit client 
C.  Tax consulting services for an audit client 
D.  Financial statement preparation 
E.  None of the above 
 

23. The following monthly data are available for the Eager Company and its only product:
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The margin of safety for the company for March was: 
A. $315,000
B. $225,000
C. $135,000
D. $495,000
 

24. Ribco Co. makes and sells only one product. The unit contribution margin is $6 and the break-even point in unit sales is 24,000. The company's fixed costs are: 
A. $4,000.
B. $14,400.
C. $40,000.
D. $144,000.
E. an amount other than those above.
 

25. The contribution income statement differs from the traditional income statement in which of the following ways? 
A. The traditional income statement separates costs into fixed and variable components.
B. The traditional income statement subtracts all variable costs from sales to obtain the contribution margin.
C. Cost-volume-profit relationships can be analyzed more easily from the contribution income statement.
D. The effect of sales volume changes on profit is readily apparent on the traditional income statement.
E. The contribution income statement separates costs into product and period categories.
 

26.  Under Sarbanes-Oxley, companies are required to establish a formal set of internal controls.  Further, they are required to evaluate and attest to the effectiveness of those internal controls.  A framework for evaluating the effectiveness of internal controls is provided by what organization? 
A.  PCAOB   (Public Company Accounting and Oversight Board) 
B.  AICPA    (American Institute of Certified Public Accountants) 
C.  SEC         (U.S. Securities and Exchange Commission) 
D.  COSO     (Committee of Sponsoring Organizations of the Treadway Commission) 
E.  IMA        (The Association of Accountants and Financial Professionals in Business)
  USE THE FOLLOWING INFORMATION TO ANSWER THE NEXT QUESTION
 
 Mitchell Company had the following budgeted sales for the last half of last year:
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 The company is in the process of preparing a cash budget and must determine the expected cash collections by month. To this end, the following information has been assembled:
 
 Collections on credit sales:
 60% in month of sale
 30% in month following sale
 10% in second month following sale 
27.  Assume that the accounts receivable balance on July 1 was $75,000. Of this amount, $60,000 represented uncollected June sales and $15,000 represented uncollected May sales. Given these data, the total cash collected during July would be:  
A.  $150,000 
B.  $235,000 
C.  $215,000 
D.  $200,000 
 

28. The difference between total sales in dollars and total variable expenses is called: 
A. net operating income.
B. net profit.
C. the gross margin.
D. the contribution margin.
 

29. Brasher Company manufactures and sells a single product that has a positive contribution margin. If the selling price and variable expenses both decrease by 5% and fixed expenses do not change, then what would be the effect on the contribution margin per unit and the contribution margin ratio?

 [image: image8.wmf]  
A. Option A
B. Option B
C. Option C
D. Option D
 

  USE THE FOLLOWING INFORMATION TO ANSWER THE NEXT QUESTION
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30. Refer to the figure above. The slope of line A is equal to the: 
A. fixed cost per unit.
B. selling price per unit.
C. profit per unit.
D. variable cost per unit.
E. unit contribution margin.
 

31.  All of the following were key factors that caused the problems resulting in the Sarbanes-Oxley Act except: 
A.  Public Accounting auditors often received significant consulting fees from their audit clients, potentially impairing their independence. 
B.  Prior to Sarbanes-Oxley, the responsibility of assuring that the financial reports fairly portrayed the financial positions of the company shifted from the auditors to management. 
C.  Audit committees of the Board of Directors were often embedded.  In other words, the audit committees often included members of senior management. 
D.  Senior executives in companies pressured internal accountants to go "over the line" in terms of processing fraudulent transactions. 
E.  There was little focus on internal controls within many corporations
 

32.  Which of the following is false regarding Section 404 of Sarbanes Oxley law?  
A.  The Board of Directors performs a formal assessment of controls. 
B.  Auditors must attest to the company’s report on internal controls. 
C.  Management is responsible for internal controls. 
D.  Management must attest to having effective controls in their submission to the SEC and in the annual report. 
33.  Which of the following would produce the largest increase in the break-even in units?  Assume all other values are held constant for each alternate identified below.  
A.  A 7% increase in selling price. 
B.  A 15% decrease in selling price. 
C.  A 14% increase in variable cost per unit. 
D.  A 17% increase in total fixed cost. 
E.  A 23% increase in the number of units sold. 
 

34.  The following events took place when Managers A, B, and C were preparing budgets for the upcoming period:
 
 I. Manager A increased property tax expenditures by 2% when she was informed of a recent rate hike by local authorities.
 II. Manager B reduced sales revenues by 4% when informed of recent aggressive actions by a new competitor.
 III. Manager C, who supervises employees with widely varying skill levels, used the highest wage rate in the department when preparing the labor budget.
 
 Assuming that the percentage amounts given are reasonable, which of the preceding cases is (are) an example of building slack in budgets?  
A.  I only. 
B.  II only. 
C.  III only. 
D.  I and II. 
E.  II and III. 
 

35.  Marion Corporation, which produces unique office furniture, recently installed a just-in-time production system. The various steps in the company's manufacturing process are based on a philosophy known as:  
A.  kanban. 
B.  pull. 
C.  throughput. 
D.  push. 
E.  COSO. 
 

36.  A rolling budget:  
A.  is prepared for a range of activity so that the budget can be adjusted for changes in activity. 
B.  is a plan that is updated monthly or quarterly, dropping one period and adding another. 
C.  is a strategic plan that does not change. 
D.  is used in companies that experience no change in sales. 
 

  USE THE FOLLOWING INFORMATION TO ANSWER THE NEXT QUESTION
 Casper Corporation makes and sells a product called a Miniwarp. One Miniwarp requires 3.5 kilograms of the raw material Jurislon. Budgeted production of Miniwarps for the next five months is as follows:
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 The company wants to maintain monthly ending inventories of Jurislon equal to 10% of the following month's production requirement. On July 31, this requirement was not met since only 6,900 kilograms of Jurislon were on hand. The cost of Jurislon is $3.00 per kilogram. The company wants to prepare a Direct Materials Purchase Budget for the next five months. 
37.  The desired ending inventory of Jurislon for the month of September is:  
A.  $5,550 
B.  $21,315 
C.  $6,090 
D.  $19,425 
 

38.  Quattro began operations in April of this year. It makes all sales on account, subject to the following collection pattern: 30% are collected in the month of sale; 60% are collected in the first month after sale; and 10% are collected in the second month after sale. If sales for April, May, and June were $60,000, $80,000, and $70,000, respectively, what were the firm's budgeted collections for April?  
A.  $18,000. 
B.  $21,000. 
C.  $60,000. 
D.  $65,000. 
E.  Some other amount. 
 

USE THE FOLLOWING INFORMATION TO ANSWER THE NEXT QUESTION 
 
Carpon Lumber sells lumber and general building supplies to building contractors in a medium-sized town in Montana. Data regarding the store's operations follow:
 
 ( Sales are budgeted at $340,000 for November, $350,000 for December, and $370,000 for January.
 ( Collections are expected to be 55% in the month of sale, 44% in the month following the sale, and 1% uncollectible.
 ( The cost of goods sold is 75% of sales.
 ( The company desires to have an ending merchandise inventory equal to 60% of the next month's cost of goods sold. Payment for merchandise is made in the month following the purchase.
 ( Other monthly expenses to be paid in cash are $21,100.
 ( Monthly depreciation is $19,000.
 ( Ignore taxes.
 
    
39.  The budgeted net income for December would be:  
A.  $66,400 
B.  $43,900 
C.  $47,400 
D.  $61,500 
 

40.  Berol Company plans to sell 200,000 units of finished product in July and anticipates a growth rate in sales of 5% per month. The desired monthly ending inventory in units of finished product is 80% of the next month's estimated sales. There are 150,000 finished units in inventory on June 30.
 Berol Company's production requirement in units of finished product for the three-month period ending September 30 is:  
A.  712,025 units 
B.  630,500 units 
C.  664,000 units 
D.  665,720 units 
 

41.  Which of the following is not a benefit of budgeting?  
A.  It reduces the need for tracking actual cost activity. 
B.  It sets benchmarks for evaluation performance. 
C.  It uncovers business issues. 
D.  It formalizes a manager's planning efforts. 
 

42.  The break-even point is that level of activity where:  
A.  total revenue equals total cost. 
B.  variable cost equals fixed cost. 
C.  total contribution margin equals the sum of variable cost plus fixed cost. 
D.  sales revenue equals total variable cost. 
E.  profit is greater than zero. 
 

43.  Rothe Company manufactures and sells a single product that it sells for $90 per unit and has a contribution margin ratio of 35%. The company's fixed expenses are $46,800. If Rothe desires a monthly target net operating income equal to 15% of sales dollars, the amount of sales in units will have to be (rounded):  
A.  1,486 units 
B.  3,467 units 
C.  1,040 units 
D.  2,600 units 
 

44.  Northwest's production data for one of its products were taken from the most recent quarterly production budget:
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 If it takes two direct labor hours to produce each unit and Northwest's cost per labor hour is $15, direct labor cost for August would be budgeted at:  
A.  $16,500. 
B.  $31,200. 
C.  $33,000. 
D.  $34,800. 
E.  Some other amount. 
 

45.  Shuck Inc. allocates its manufacturing overhead budget on budgeted direct labor-hours. The direct labor budget indicates that 8,100 direct labor-hours will be required in May. The variable overhead rate is $1.40 per direct labor-hour. The company's budgeted fixed manufacturing overhead is $100,440 per month, which includes depreciation of $8,910. All other fixed manufacturing overhead costs represent current cash flows. The May cash disbursements for manufacturing overhead on the manufacturing overhead budget should be:  
A.  $102,870 
B.  $11,340 
C.  $91,530 
D.  $111,780 
 

46.  Which factor is least relevant to the implementation of an ERP system:  
A.  Includes a central or integrated data base. 
B.  Could result in major changes to the business process 
C.  Could revise the market forecast based on competition moves 
D.  Could improve or enrich the job assignment of the company employees 
E.  Could have a major negative impact on the company's survival if there are major system issues 
 

47.  All of the following are typical internal controls except?  
A.  The use of password-protected computers and software. 
B.  The requirement that separate individuals authorize cash disbursements and sign checks. 
C.  The requirement to provide external reporting on costs incurred versus budgeted costs. 
D.  The use of physical controls over inventories to prevent loss from theft. 
E.  A physical count of inventory at year-end to verify amounts shown on the company's accounting records. 
 

48.  Grey, Inc. sells a single product for $20. Variable costs are $8 per unit and fixed costs total $120,000 at a volume level of 5,000 units. Assuming that fixed costs do not change, Grey's break-even sales would be:  
A.  $160,000. 
B.  $200,000. 
C.  $300,000. 
D.  $480,000. 
E.  an amount other than those above. 
 

49. Which of the following expressions can be used to calculate break-even sales revenue with the contribution-margin ratio (CMR)? 
A. CMR ( fixed costs.
B. CMR ( fixed costs.
C. Fixed costs ( CMR.
D. (Fixed costs + variable costs) ( CMR.
E. (Sales revenue - variable costs) ( CMR.
 

50.  Sarbanes Oxley legislation was created as a result of several large firm market failures that were audited by public accountants. In many of the cases the firms and accountants were able to hide the true economic performance of their firm from investors. Sarbanes Oxley’s primary contribution for investors is to hold who accountable for the financial statements?  
A.  Auditors 
B.  Tax preparers 
C.  CEO and CFO 
D.  AICPA 
E.  SEC 
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