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Readers’ Note
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These materials are copyrighted and may not be reproduced in any form or used in any way to create
derivative works. Any reproduction, reuse, or distribution of CMA Learning System™ materials
without prior written permission from the Institute of Management Accountants (IMA) is illegal and a
material violation of the IMA Statement of Ethical Professional Practice.

Any Certified Management Accountant (CMA) or CMA candidate who reproduces, reuses, or
distributes CMA Learning System materials or content in any form without prior authorization from
IMA is subject to legal action and will be reported to the Institute of Certified Management
Accountants (ICMA) and immediately expelled from the IMA and CMA program.

It is your responsibility to ensure that any CMA exam review materials that you are using have been
provided to you through authorized channels or personnel. If you are in doubt about the authenticity
of your materials or question the means by which they have been provided to you, contact IMA
customer service at (800) 638-4427 in the U.S. or +1 (201) 573-9000.

This material is designed for learning purposes and is distributed with the understanding that the
publisher and authors are not offering legal or professional services.
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|Candidate Study Information

CMA Certification from ICMA

CMALS Part 2: Financial Decision Making, Version 3.0

The Certified Management Accountant (CMA) certification provides accountants and
financial professionals with an objective measure of knowledge and competence in the
field of management accounting. The CMA designation is recognized globally as an
invaluable credential for professional accountancy advancement inside organizations
and for broadening professional skills and perspectives.

The two-part CMA exam is designed to develop and measure critical-thinking and
decision-making skills and to meet the following objectives:

* To establish management accounting and financial management as recognized
professions by identifying the role of the professional, the underlying body of
knowledge, and a course of study by which such knowledge is acquired.

» To encourage higher educational standards in the management accounting and
financial management fields.

» To establish an objective measure of an individual’s knowledge and competence in
the fields of management accounting and financial management.

= To encourage continued professional development.
Individuals earning the CMA designation benefit by being able to:

= Communicate their broad business competency and strategic financial mastery.

» Obtain contemporary professional knowledge and develop skills and abilities that are
valued by successful businesses.

» Convey their commitment to an exemplary standard of excellence that is grounded
on a strong ethical foundation and lifelong learning.

» Enhance their career development, salary qualifications, and professional promotion
opportunities.

The CMA certification is granted exclusively by the Institute of Certified
Management Accountants.

CMA Learning Outcome Statements (LOS)

The Certified Management Accountant exam is based upon a series of Learning
Outcome Statements (LOS) developed by the Institute of Certified Management
Accountants (ICMA). The LOS describes the knowledge and skills that make up the
CMA body of knowledge, broken down by part, section, and topic. The CMA
Learning System (CMALS) supports the LOS by addressing the subjects they cover.
Candidates should use the LOS to ensure they can address the concepts in different
ways or through a variety of question scenarios. Candidates should also be prepared to
perform calculations referred to in the LOS in total or by providing missing
components of a calculation. The LOS should not be used as proxies for exact exam
questions; they should be used as a guide for studying and learning the content that
will be covered on the exam.
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A copy of the ICMA Learning Outcome Statements is included at the end of this book.
Candidates are also encouraged to visit the IMA website to find other exam-related
information at www.imanet.org.

CMA Exam Format

The content tested on the CMA exams is at an advanced level—which means that the
passing standard is set for mastery, not minimum competence. Thus, there will be test
questions for all major topics that require the candidate to synthesize information,
evaluate a situation, and make recommendations. Other questions will test subject
comprehension and analysis. However, compared to previous versions, this CMA
exam will have an increased emphasis on the higher-level questions.

The content is based on a series of Learning Outcome Statements that define the
competencies and capabilities expected of a management accountant.

There are two exams, taken separately: Part 1: Financial Planning, Performance and
Control; and Part 2: Financial Decision Making. Each exam is four hours in length
and includes multiple-choice and essay questions. One hundred multiple-choice
questions are presented first, followed by two essay questions. All of these questions—
multiple-choice and essay—can address any of the LOS for the respective exam part.
Therefore, your study plan should include learning the content of the part as well as
practicing how to answer multiple-choice and essay questions against that content. The
study plan tips and the final section of this CMA Learning System book contain
important information to help you learn how to approach the different types of
questions.

Note on Candidate Assumed Knowledge

The CMA exam content is based on a set of assumed baseline knowledge that
candidates are expected to have. Assumed knowledge includes economics, basic
statistics, and financial accounting. Examples of how this assumed knowledge might
be tested in the exam include:

= How to calculate marginal revenue and costs, as well as understand the relevance of
market structures when determining prices

= How to calculate variance when managing financial risk

= How to construct a cash flow statement as part of an analysis of transactions and
assess their impact on the financial statements

Please note this knowledge content is not covered in the CMA Learning System.
Therefore, prior courses in accounting and finance are highly recommended to ensure
this knowledge competency when preparing for the exam.

Overall Expectations for the CMA Candidates

Completing the CMA exams requires a high level of commitment and dedication of up
to 150 hours of study for each part of the CMA exam. Completing the two-part exam
is a serious investment that will reap many rewards, helping you to build a solid
foundation for your career, distinguish yourself from other accountants, and enhance
your career in ways that will pay dividends for a lifetime.

CMALS Part 2: Financial Decision Making, Version 3.0



Your success in completing these exams will rest heavily on your ability to create a
solid study plan and to execute that plan. IMA offers many resources, tools, and
programs to support you during this process—the exam content specifications,
assessment tools to identify the content areas you need to study most, comprehensive
study tools such as the CMA Learning System, online practice tests, classroom
programs, and online intensive review courses. We encourage you to register as a
CMA candidate as soon as you begin the program to maximize your access to these
resources and tools and to draw on these benefits with rigor and discipline that best
supports your unique study needs. We also suggest candidates seek other sources if
further knowledge is needed to augment knowledge and understanding of the ICMA
LOS.

For more information about the CMA certification, the CMA exams, or the exam
preparation resources offered through IMA, visit www.imanet.org.

CMALS Part 2: Financial Decision Making, Version 3.0



How to Use the CMA Learning
System™ |

This product is based on the CMA body of knowledge developed by the Institute of
Certified Management Accountants (ICMA). This material is designed for learning
purposes and is distributed with the understanding that the publisher and authors are
not offering legal or professional services. Although the text is based on the body of
knowledge tested by the CMA exam and the published Learning Outcome Statements
covering the two part exams, CMA Learning System program developers do not have
access to the current bank of exam questions. It is critical that candidates understand
all Learning Outcome Statements published by the ICMA, learn all concepts and
calculations related to those statements, and have a solid grasp of how to approach the
multiple-choice and essay exams in the CMA program.

Some exam preparation tools provide an overview of key topics, others are intended to
help you practice one specific aspect of the exams such as the questions. The CMA
Learning System is designed as a comprehensive exam preparation tool to help you
study the content from the exam LOS, learn how to write the CMA exams, and
practice answering exam-type questions.

Study the Book Content

vi

The table of contents is set up using the CMA exam content specifications established
by ICMA. Each section, topic, and subtopic is named according to the content
specifications and the Learning Outcome Statements (LOS) written to correspond to
these specifications. As you go through each section and major topic, refer to the
related LOS found in Appendix B. Then review the CMALS book content to help
learn the concepts and formulas covered in the LOS.

The knowledge checks are designed to be quick checks to verify that you understand
and remember the content just presented by presenting questions and correct answers.
The answers refer to the appropriate page in the book for you to review the content
and find the answer yourself.

The practice questions are a sampling of the type of exam questions you will
encounter on the exam and are considered complex and may involve extensive written
and/or calculation responses. Use these questions to begin applying what you have
learned, recognizing there is a much larger sample of practice questions available on
the Online Practice Multiple-choice Test Questions (described below).

The CMALS also contains a bibliography in case you need to find more detailed
content on an LOS. We encourage you to use published academic sources. While
information can be found online, we discourage the use of open-source, unedited sites
such as Wikipedia.

CMALS Part 2: Financial Decision Making, Version 3.0



Suggested Study Process Using the CMALS

|

Start Course Review LOS and study Evaluate Complete al Complete all Take Oniine Proce;j -
book content by section  understanding with  topics in section questions atthe end  Practice Test next sectiof
and topic knowledge checks of a section for section

(Atter the completion of
knowledge checks and
practice tests, if further
review is needed, return to
the associated section/topic.)

Complete Comprehensive Complete all sections

Online Part Test.

v

i ;

i
Take exam Register for
CMA exam
CMALS Book Features
The CMALS books use a number of features to draw your attention to certain types of
content:

Key terms are bolded where they appear in the text with their definition, to allow you
to quickly scan through and study these.

Key formulas are indicated with this icon. Be sure you understand these formulas and
practice applying them.

Knowledge checks at the end of each topic are review questions that let you check
your understanding of the content just read. (They are not representative of the type of
questions that appear on the exam.)

Study tips offer ideas and strategies for studying and preparing for the exam.

Practice questions are examples of actual exam questions. Presented at the end of each
section, these questions help you solidify your learning of that section and apply it to
the type of questions that appear on the exam.

® 0006
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Online Practice Multiple-choice Test Questions

Included in your purchase of the CMA Learning System Part 2 book is an online Part
2 practice test course made available to you through the IMA’s Learning Center. This
course includes five section-specific tests that randomize questions from a selected
section only. The course also includes a comprehensive Part 2 test that emulates the
percentage weighting of each section on the actual Part 2 exam. All questions are
drawn from a bank of more than 780 questions, so that each time you repeat the test,
you will receive a different set of questions covering all the topics in the section. All the
multiple-choice questions provide feedback in response to your answers. Your scores
will be recorded so that you can track your progress over time. Also included is a
Resources section that contains additional study documents.

It is suggested that you integrate the online tests throughout your study program
instead of leaving them until the end. The section-specific tests are designed for you to
practice questions related to the section content—read and learn a section and then
practice the online questions related to the section. This will also help identify if further
studying of the section content is required before moving to the next section.

The comprehensive part test is designed to help you simulate taking the actual CMA
exam. Try the comprehensive part test after you have studied all the Part 2 content.
You can take this exam multiple times. Each time you will receive a different
combination of questions. It is recommended that you set up your own exam
simulation—set aside three hours in a room without interruption, do not have any
reference books open, and work through the comprehensive part exam as though you
were taking the real exam. This will prepare you for the exam setting and give you a
good idea of how ready you are.

The Resources section of the CMALS online practice tests contains example essay
questions and answers. Use this document to practice the questions related to the essay
portion of the exam. Be sure to review the sample grading guide in the CMALS book
to understand how the essay questions are graded.

You are strongly encouraged to make full use of all online practice and review features
as part of your study efforts. Please note that these features are subscription based and
only available for a specific number of months from the time of purchase (for more
information on this feature and the terms of use, visit www.learncma.com).

Learn to Write the CMA Exam

The four-hour CMA exam will test your understanding of each part’s content using
both multiple-choice and essay questions. This means you must learn to write two
types of tests in one sitting. The CMA Learning System books contain tips, instruction,
and examples to help you learn to write an essay exam. Be sure to study the Essay
Exam Support Materials section so that in addition to practicing the online multiple-
choice questions, you also learn to respond to the part content in essay format.
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B Create a Study Plan

Each part of the two-part CMA exam uses a combination of a multiple-choice format
and an essay format to test your understanding of the part concepts, terms, and
calculations. Creating a study plan is an essential ingredient to planning a path to
success. Managing your plan is critical to achieving success. The following tips and
tactics are included to help you prepare and manage your study plan.

Study Tips

There are many ways to study and the plan you create will depend on things such as
your lifestyle (when and how you can schedule study time), your learning style, how
familiar you are with the content, and how practiced you are at writing a formal exam.
Only you can assess these factors and create a plan that will work for you. Following
are some suggestions that other exam candidates have found helpful.

= Schedule regular study times and stay on schedule.

» Avoid cramming by breaking your study times into small segments. For example,
you may want to work intensely for 45 minutes with no interruptions, followed by a
15-minute break during which time you do something different. You may want to
leave the room, have a conversation, or exercise.

» When reading, highlight key ideas, especially unfamiliar ones. Reread later to ensure
comprehension.

= Pay particular attention to the terms and equations highlighted in this book, and be
sure to learn the acronyms in the CMA body of knowledge.

= Create personal mnemonics to help you memorize key information. For example:
CCIC to remember the four ethical standards: Competence, Confidentiality, Integrity,
and Credibility.

» Create study aids such as flash cards.

» Use index cards and write a question on one side and the answer on the other. This
helps reinforce the learning because you are writing the information as well as
reading it. Examples: What is ? List the five parts of

= In particular, make flash cards of topics and issues that are unfamiliar to you, key
terms and formulas, and anything you highlighted while reading.

» Keep some cards with you at all times to review at unexpected times, such as in an
elevator, while waiting for an appointment, and so on.

Use a flash card partner. This person does not need to understand accounting. He or
she only needs the patience to sit with you and read the questions off the flash card.

= As test time approaches, start to eliminate the questions you can easily answer from
your stack so you can concentrate on the more challenging topics and terms.

= If particular topics are difficult, tap into other resources such as the Internet, library,
accountant colleagues, or professors, to augment your understanding.

= Use your study plan—treat it as a living document and update it as you learn more
about what you need to do to prepare for the exam.

CMALS Part 2: Financial Decision Making, Version 3.0 ix



* Use the Knowledge Checks in the book to assess how well you understand the
content you just completed.

* Use the online section tests to test your capability to answer multiple-choice practice
questions on each section’s content as you finish it. After completing the first 40
questions presented, review areas in the book that you were weak on in the practice
test. Then try the section test again.

* Be sure to learn how to write a multiple-choice question exam—there are many

online resources with tips and guidance that relate to answering multiple-choice
exams.

e Make an attempt to answer all questions. There is no penalty for an incorrect
answer—if you don't try, even when you are uncertain, you eliminate the
potential of getting a correct answer.

e Create your own “simulated” multiple-choice trial exam using the full part online
practice test.

= Learn to write an effective essay answer

e Use the “Essay Exam Support Materials” segment on page 496 of this book. This
content shows a sample grading guide and includes a sample of a good, a better,
and a best answer in addition to some helpful tips for writing an essay answer.

e Learn how points are awarded for an essay answer so that you can ensure you get
the most points possible for your answers, even when you are very challenged by
a question.

e Practice essay responses using the questions in the CMALS book and in the
Resources section of the online practice tests.

» Be sure to access the Online Practice Multiple-choice Test Questions and Essay
Questions in the Resource Section until you are comfortable with the content.

= Ensure you are both well rested and physically prepared for the exam day as each
exam is four hours in length with no break for meals. Learning how to answer a
multiple-choice and essay exam and being mentally and physically prepared can
improve your grade significantly. Know the content and be prepared to deal with
challenges with a focused, confident, and flexible attitude.

Be sure to check the Resources section of your Online Practice Test course on a
regular basis (i.e., weekly). This section will be used to post new study resource
documents for CMALS students, errata sheets for the CMALS books, and any
other important exam study update information.

CMALS Part 2: Financial Decision Making, Version 3.0



B Hx



