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Q52):
NEW QUESTION # 47 
Which formula yields a cash times interest earned ratio of 11?

A. Cash before interest and taxes of $11,000 / cash from operations of $1,000
B. Cash before interest and taxes of $11,000 / cash paid for income taxes of $1,000
C. Cash before interest and taxes of $11,000 / cash paid for interest of $1,000
D. Cash before interest and taxes of $11,000 / cash paid for acquisitions of $1,000

Answer: C

Explanation:
The correct answer is B . The cash times interest earned ratio measures a company's ability to cover its cash interest payments from
cash generated before interest and taxes. The formula is:
Cash times interest earned = Cash from operations before interest and taxes / Cash paid for interest If the ratio is 11 , then the
numerator must be 11 times the denominator. Using the amounts in the answer choices, $11,000 divided by $1,000 = 11 , which
matches the required result exactly. The Journal of Accountancy describes cash interest coverage using cash flow from operations
adjusted for interest and taxes in the numerator and interest paid in the denominator.
Option A is incorrect because acquisitions relate to investing activities, not interest coverage. Option C is incorrect because dividing
by cash from operations does not produce the interest coverage ratio. Option D is incorrect because income taxes are not the
denominator in this ratio. This ratio is useful in solvency analysis because it shows how many times a firm can pay its interest
obligations using cash-based operating performance. Therefore, Option B is the correct formula.

NEW QUESTION # 48 
Which source of cash is the best indicator of a firm's viability as an ongoing concern?

A. Cash from production activities
B. Cash from operating activities
C. Cash from financing activities
D. Cash from investing activities

Answer: B

Explanation:
The correct answer is A. Cash from operating activities . Cash generated from operating activities is the best indicator of whether a
company can continue as a going concern because it reflects cash produced by the firm' s core day-to-day business operations .
OpenStax explains that the operating section shows cash flows generated and used by normal business activities, while investing and
financing sections relate to asset purchases/sales and raising or repaying capital. OpenStax also notes that operating cash flow helps
indicate the feasibility of continuing and advancing company plans.
Option B is incorrect because financing cash flows can come from borrowing or issuing stock, which may temporarily provide cash
without proving the business itself is healthy. Option C is incorrect because investing cash flows often relate to buying or selling long-
term assets and do not directly show sustainable operating strength. Option D is not one of the formal statement of cash flows
categories under U.S. GAAP.
For evaluating long-term viability, analysts and auditors place the greatest weight on the firm's ability to generate cash internally from
operations. Therefore, Cash from operating activities is the best answer.

NEW QUESTION # 49 
A corporation has liabilities and owners' equity of $100 million and $40 million respectively. What is the amount of the asset balance
in this case?

A. $80 million
B. $140 million
C. $25 million
D. $60 million

Answer: B

Explanation:



The correct answer is D. $140 million . This question is solved using the basic accounting equation :
Assets = Liabilities + Owners' Equity
The company has $100 million in liabilities and $40 million in owners' equity. Adding these together gives:
Assets = $100 million + $40 million = $140 million
Therefore, the asset balance must be $140 million . This relationship is fundamental in accounting because every recorded
transaction must keep the accounting equation in balance. Authoritative accounting materials explain that assets are financed by two
main sources: liabilities, which represent creditors' claims, and equity, which represents owners' claims.
Option A, B, and C are incorrect because they do not satisfy the accounting equation. In financial statement analysis, this equation is
the foundation of the balance sheet and helps users understand how a business finances its resources. When liabilities increase or
equity increases, total assets must reflect those financing sources. Since both liabilities and owners' equity together total $140 million
, assets must also total $140 million . That makes Option D the only correct choice.

NEW QUESTION # 50 
What are the costs associated with two or more business units called?

A. Product costs
B. Direct costs
C. Indirect costs
D. Variable costs

Answer: C

Explanation:
The correct answer is B. Indirect costs . Indirect costs are costs that cannot be economically traced to a single specific cost object,
department, product, or business unit because they support multiple activities or units at the same time . Sources defining indirect
costs explain that these costs are involved in more than one activity and therefore must often be allocated rather than directly
assigned.
Option A is incorrect because variable costs are defined by behavior relative to activity level, not by whether they relate to more
than one business unit. Option C, direct costs , are the opposite of indirect costs because they can be traced specifically to one cost
object. Option D, product costs , refer to costs attached to manufacturing a product, such as direct materials, direct labor, and
manufacturing overhead, and do not necessarily imply multiple business units. In cost accounting, when a cost supports shared
operations and cannot be directly attributed to just one unit, it is treated as an indirect cost . Therefore, Option B is the correct
answer.

NEW QUESTION # 51 
How does management accounting differ from financial accounting?

A. Management accounting presents an unbiased view of a company's economic performance
B. Management accounting is used primarily for internal planning, control, and evaluation
C. Management accounting is not used to gain a competitive advantage in the marketplace
D. Management accounting is restricted to providing financial rather than nonfinancial data

Answer: B

Explanation:
The correct answer is A . The key difference is that management accounting is mainly used inside the organization for planning,
control, performance evaluation, and decision-making, while financial accounting is aimed primarily at external users such as
investors, creditors, and regulators. Management accounting reports are tailored to managers' needs and may include forecasts,
budgets, cost analyses, and both financial and nonfinancial information.
Option B is incorrect because management accounting can absolutely help a company gain competitive advantage through pricing,
efficiency analysis, budgeting, and strategic decision-making. Option C is misleading because "an unbiased view of economic
performance" is more closely associated with external financial reporting. Option D is incorrect because management accounting is
not restricted to financial data; it often includes nonfinancial measures such as production efficiency, quality metrics, customer
behavior, and operational performance. This flexibility is one of its main strengths. Therefore, the best distinction is that management
accounting is used primarily for internal planning, control, and evaluation , making Option A correct.

NEW QUESTION # 52
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