Accounting Principles and Practices CFIN 4-1

THINK CRITICALLY
Handwrite your responses in the space below; 2 sentences each.

1.

10.

What is the purpose of the accounting cycle?

Provide an example of each of the professional practices expected of accountants.

Recording an activity that results in a change to an organization's resources is done through
a. financial statements

b. financial transactions

c. the accounting cycle

d. the accounting equation

True or False? Accounting deals with the financial future of a business while finance deals
with its past.

Which of the following is not a purpose of completing the accounting cycle?

a. to ensure the completeness and accuracy of accounting records

b. to prepare summary financial statements

c. to close the books of a company in order to report on its financial condition as of a specific date
d. all of the above are purposes

True or False? A business should use common and consistent financial reporting periods in order
to compare past, current, and future financial performance.

The accounting principle of states that a company's financial statements and supporting
information should contain all relevant facts and explanations.

a. revenue recognition

b. historic costs

c. full disclosure

d. conservatism

Which of the following is a responsibility of finance rather than accounting?
a. organizing a system of financial records

b. recording financial data

c. analyzing and choosing among investment alternatives

d. preparing financial statements

Which of the following is the first step in the accounting cycle?
a. financial statements are prepared

b. a trial balance of accounts is prepared

c. journal entries are posted in the appropriate accounts

d. transactions are recorded in journals

The accounting procedure that recognizes revenues and expenses when they are incurred rather than
when cash is received or spent is known as

a. expense and revenue matching

b. accrual accounting

c. the accounting cycle

d. full disclosure



Accenture: Making the Right Move CFIN 4 Case Study

Accenture is the world 's largest management and technology consulting firm. It has revenues of more
than $17 billion and net income of $940.5 million. Its clients include 87 of the Fortune Global 100, more
than two-thirds of the Fortune Global 500, and government agencies in 24 countries. Accenture focuses
on helping its clients identify and enter new markets, increase revenues in existing markets, improve
operational performance, and deliver products and services more efficiently. The firm is organized
around 18 industry specialties ranging from utilities, insurance, and technology to e-govemment, human
resources, and learning.

The success of Accenture is remarkable con sidering its short history as an independent company and
the problems it faced in its development. Accenture started as a consulting division of Arthur Andersen,
the internation al accounting firm that failed as a result of its work with Emon. Arthur Andersen was one
of the first accounting firms to recognize the need to offer financial consulting services to its clients. Its
first major consulting client was General Electric in 1953. It worked with GE to determine the feasibility
of an automated manufacturing and financial management system at a time when computers were first
being used in business.

Due to concerns about administrative and financial relationships and ethical issues about the
relationships between consulting and auditing responsibilities for clients, Andersen Consulting separated
from Arthur Andersen in the early 1990s. Financial ties remained and led to infighting and negative
relations between the two companies. The problems were resolved in 2000 with a total split and a new
name for the consulting firm. Accenture was suggested by an employee in a naming contest and was a
word developed from the phrase "accent on the future." It was selected both to reflect the company's
commitment to be a global leader in business innovation and also as a word that would not be offensive
anywhere in its worldwide market.

Accenture became a publicly traded company in 2001 when its stock IPO (Initial Public Offering) raised
S1.7 billion. Accenture's world headquarters is in New York City but it is officially incorporated in
Bermuda. Accenture has been criticized for that decision since Bermuda is known as a "tax haven
country" where businesses incorporate to avoid U.S. taxes.

THINK CRITICALLY
Handwrite your responses in the space below; 2 sentences each.

1. How might Accenture have fared if it had remained a consulting division of Arthur Andersen during
the Enron scandal?

2. Why do you believe Accenture broadened its consulting focus from financial issues to a broad range
of business processes? What positive and negative effects could that have on a business?



In your opinion, what changes in business and the economy led to the rapid growth and success of
Accenture?

Why do you believe the executives and employees of Accenture wanted to separate themselves
from the large accounting firm, Arthur Andersen, even before that company was hit with scandal?

Do you think that personnel employed as consultants by Accenture should have expertise in finance
and accounting? Why or why not?

What is your view of the image Accenture tried to create by the choice of a new company name?
Make several creative recommendations that Accenture could consider to strengthen its image.
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