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Q56):
NEW QUESTION # 51 
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 investing activities
D. Cash from financing 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 # 52 
A company manufactures leather products and has recently switched to the activity-based costing (ABC) method. It needs to
determine the cost of its leather wallets. The company is already aware of its DM and DL costs.
What is the first step to calculating the cost of the product?

A. Assign overhead costs
B. Calculate G & A
C. Double check the DM & DL calculations
D. Identify overhead cost activities

Answer: D

Explanation:
The correct answer is D. Identify overhead cost activities . In activity-based costing (ABC) , once direct materials and direct labor
are known, the process begins by identifying the activities that cause overhead costs . Those activities become the basis for forming
cost pools and selecting cost drivers. ACCA's ABC overview explains the sequence as splitting overheads into activities or cost
pools, then identifying what causes those costs, and finally allocating costs based on cost-driver usage.
Option B is incorrect because assigning overhead occurs after the relevant activities and drivers have been identified. Option A is
incorrect because general and administrative costs are not the first ABC step for costing a specific manufactured product. Option C
may be a sensible housekeeping action, but it is not the formal first step in the ABC method. Other ABC explanations also begin
with identifying activities and cost pools before calculating rates and assigning overhead to products.
Therefore, when using ABC to calculate the cost of leather wallets after DM and DL are known, the first formal step is to identify
overhead cost activities , making Option D the correct answer.
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NEW QUESTION # 53 
Under the Sarbanes-Oxley Act, which requirement must an accounting firm that audits public companies meet?

A. The firm cannot use any forms of advertising to obtain new audit clients
B. The firm cannot be retained only by the CFO
C. The firm cannot provide several nonaudit services such as internal audit outsourcing to its audit clients
D. The firm cannot audit a company for more than five years

Answer: C

Explanation:
The correct answer is B . Section 201 of the Sarbanes-Oxley Act and related SEC rules prohibit registered public accounting firms
from providing certain nonaudit services to their audit clients because those services could impair auditor independence. The SEC's
rulemaking specifically identifies prohibited services, including internal audit outsourcing , among other restricted nonaudit services.
Option A is incorrect because SOX requires lead audit partner rotation , not mandatory rotation of the entire audit firm after five
years. Option C is incorrect because SOX does not impose a blanket ban on advertising by audit firms. Option D is also incorrect
because while the audit committee, not management alone, plays a central role in hiring and overseeing the external auditor, the
statement as written is not the key audit-firm requirement highlighted by SOX in this context. The most specific and widely tested
SOX requirement here is the prohibition on certain nonaudit services to audit clients. This rule protects objectivity by preventing the
auditor from effectively reviewing its own consulting or internal audit work. Therefore, Option B is correct.

NEW QUESTION # 54 
Which role do ethical standards have in management accounting?

A. To provide the management accountant with the ability to work with only companies that follow strict ethical principles
B. To guide the resolution to possible ethical dilemmas that the managerial accountant may encounter
C. To provide the management accountant with the ability to know whether a person will act ethically or not
D. To prevent all unethical behavior of anyone the management accountant may work with

Answer: B

NEW QUESTION # 55 
Which organization establishes rules U.S. companies use to record and report accounting transactions?

A. Accounting Principles Board
B. Financial Accounting Standards Board
C. Securities and Exchange Commission
D. Internal Revenue Service

Answer: B

Explanation:
The correct answer is C. Financial Accounting Standards Board (FASB) . The FASB is the private-sector standard-setting body
whose accounting and financial reporting standards are recognized as authoritative U.S.
generally accepted accounting principles (GAAP) for purposes of the federal securities laws. The SEC has explicitly recognized
FASB standards as "generally accepted," which is why U.S. companies rely on FASB guidance when recording and reporting
accounting transactions.
Option A is incorrect because the Accounting Principles Board (APB) was a former standard-setting body that was replaced by the
FASB. Option B, the SEC , does have legal authority over public company reporting, but it does not serve as the primary day-to-
day accounting standard setter in the same way FASB does. Option D, the IRS , is responsible for tax administration, not financial
accounting standards for general-purpose financial statements. For exam purposes, when the question asks which organization
establishes the accounting rules U.S. companies use to record and report transactions, the best and most accurate answer is FASB .
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