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List A

60
1.00
100
1.67

ListE

60
1.00
167
1.00

A. Option C
B. Option D
C. Option A
D. Option B

Answer: A

Explanation:

Interest is deductible from operating income to obtain taxable income but dividends are not. Thus, only 1.00 of pretax income is
needed to pay 1.00 of interest, but 1.67 of pretax income [1.00 - 1.0 - 4)] is needed to pay 1.00 of dividends if the entity is in a
40% tax bracket.

NEW QUESTION # 471
In a product's life cycle, the first symptom of the decline stage is a decline in the:

A. Product's sales.

B. Product's prices.

C. Product's production cost
D. Entity's inventory levels.

Answer: A

Explanation:

The sales of most product types and brands eventually decrease permanently. This decline may be slow or rapid. This first symptom
of the decline stage of a product's life cycle triggers such other effects as price cutting, narrowing of the product line, and reduction in
promotion budgets.

NEW QUESTION # 472
‘Which of the following is most appropriately placed in the financing section of an organization's cash budget?

A. Payment of debt, including interest
B. Purchase of trucks.

C. Collections from customers

D. Sale of securities.

Answer: A

Explanation:

* Understanding the Financing Section of a Cash Budget:

* A cash budget is a financial plan that outlines expected cash inflows and outflows over a specific period.

* The financing section records activities related to borrowing, repaying debt, issuing securities, and managing interest payments.
* Why Debt and Interest Payments Belong in the Financing Section:

* Debt repayment (principal and interest) is a financial activity rather than an operational or investing activity.

* Companies must plan for financing costs to ensure liquidity and compliance with loan agreements.

* Why Other Options Are Incorrect:

* A. Collections from customers - Incorrect.

* Customer payments belong in the operating section of the cash budget, as they represent core business activities.
* B. Sale of securities - Incorrect.



* The sale of securities is an investing activity unless related to issuing new debt or equity.

* C. Purchase of trucks - Incorrect.

* Buying trucks is a capital expenditure, which belongs in the investing section of the cash budget.

* TIA's Perspective on Financial Planning and Budgeting:

* TIA Standard 2120 - Risk Management requires organizations to assess financial risks, including debt repayment obligations.
* COSO ERM Framework highlights the importance of cash flow forecasting to maintain financial stability.

* GAAP and IFRS Financial Reporting Standards classify debt repayment and interest under financing activities.
ITA References:

* JIA Standard 2120 - Risk Management & Cash Flow Oversight

* COSO ERM - Financial Planning and Liquidity Management

* GAAP & IFRS - Cash Flow Statement Classifications

Thus, the correct and verified answer is D. Payment of debt, including interest.

NEW QUESTION # 473
Listed below are selected line itens from the cost-of-quality report for Company B for last month.
Gategony Amount
Rewark s $. 725
Equipment maintenance 1,154
Producttesting 786
Product repair 695

What is Company B's total prevention and appraisal cost for last month?

A. US$786

B. US$2,665
C. US$1,940
D. US$1,154

Answer: C

Explanation:

Prevention costs are incurred to prevent defects from occurring. An example is equipment maintenance. Appraisal costs are incurred
to detect defective output during and after the production process. An example is product testing. Thus, total prevention and
appraisal cost for the month equals US $1,940 (US $1,154 +US $786).

NEW QUESTION # 474
Which of'the following should the chief audit executive agree upon with the board before starting an external assessment of the
mternal audit function?

A. The qualifications needed on the external assessment team

B. The audit areas that should be reviewed

C. The specialized skills that each external assessment team member needs
D. The level of testing that will be required

Answer: A

Explanation:

Before an external assessment of the internal audit activity, the CAE should agree with the board on the qualifications and
mdependence of the external assessor or assessment team. This ensures credibility and compliance with the IIA's Quality Assurance
and Improvement Program (QAIP) requirements.

Options A and B (specific audit areas or testing levels) are not matters for board approval in external assessments. Option D
(specialized skills) is relevant but not as essential as overall qualifications and competence.

Reference:

IIA Standards - Standard 1312: External Assessments; Practice Advisory 1312-1.

NEW QUESTION # 475
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