


Copyright © 2026 by Examzify - A Kaluba Technologies Inc. product.

ALL RIGHTS RESERVED.

No part of this book may be reproduced or transferred in any form or by any means, graphic,
electronic, or mechanical, including photocopying, recording, web distribution, taping, or by any
information storage retrieval system, without the written permission of the author.

Notice: Examzify makes every reasonable effort to obtain accurate, complete, and timely
information about this product from reliable sources.

Sample study guide, visit https://intermediatefinreporting1.examzify.com
for the full version with hundreds of practice questions 1

SAMPLE



Table of Contents
Copyright 1.................................................................................................................

Table of Contents 2....................................................................................................

Introduction 3.............................................................................................................

How to Use This Guide 4............................................................................................

Questions 5................................................................................................................

Answers 8...................................................................................................................

Explanations 10..........................................................................................................

Next Steps 15.............................................................................................................

Sample study guide, visit https://intermediatefinreporting1.examzify.com
for the full version with hundreds of practice questions 2

SAMPLE



IntroductionIntroduction

Preparing for a certification exam can feel overwhelming, but with the right tools, it becomes
an opportunity to build confidence, sharpen your skills, and move one step closer to your
goals. At Examzify, we believe that effective exam preparation isn’t just about
memorization, it’s about understanding the material, identifying knowledge gaps, and
building the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you’re preparing for a licensing exam, professional certification, or entry-level
qualification, this book offers structured practice to reinforce key concepts. You’ll find a
wide range of multiple-choice questions, each followed by clear explanations to help you
understand not just the right answer, but why it’s correct.

The content in this guide is based on real-world exam objectives and aligned with the types
of questions and topics commonly found on official tests. It’s ideal for learners who want to:

• Practice answering questions under realistic conditions,
• Improve accuracy and speed,
• Review explanations to strengthen weak areas, and
• Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but alongside other
resources like flashcards, textbooks, or hands-on training. For best results, we recommend
working through each question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn’t about getting every question right the first
time, it’s about learning from your mistakes and improving over time. Stay focused, trust the
process, and know that every page you turn brings you closer to success.

Let’s begin.
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How to Use This GuideHow to Use This Guide

This guide is designed to help you study more effectively and approach your exam with
confidence. Whether you're reviewing for the first time or doing a final refresh, here’s how to
get the most out of your Examzify study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what you need to focus on.
Your goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 – 45 minutes). Review a handful of
questions, reflect on the explanations.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got it right. It reinforces
key points, corrects misunderstandings, and teaches subtle distinctions between similar
answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions. Revisit these
regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without pausing. Set a timer and
simulate test-day conditions to build confidence and time management skills.

6. Repeat and Review

Don’t just study once, repetition builds retention. Re-attempt questions after a few days and
revisit explanations to reinforce learning. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

There’s no single right way to study, but consistent, thoughtful effort always wins. Use this
guide flexibly, adapt the tips above to fit your pace and learning style. You've got this!
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Questions
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1. Management Discussion and Analysis provides a biased but informed
perspective of a company's operations, liquidity, and capital resources.
A. A neutral, third-party summary of results
B. A formal summary of financial statements for external users
C. A detailed technical appendix of GAAP deviations
D. Provides a biased but informed perspective of a company's operations,

liquidity, and capital resources

2. What does cash refer to?
A. Cash on hand only.
B. Cash plus cash equivalents.
C. Bank deposits only.
D. Cash equivalents only.

3. Which of the following statements describes expenses?
A. Costs of providing goods and services
B. Increases in equity from non-operating activities
C. Outflows of cash only
D. Taxes paid

4. Which expression is the Dupont Equation for ROE?
A. ROE = Net Profit Margin x Asset Turnover x Leverage Multiplier
B. ROE = Asset Turnover x Leverage Multiplier
C. ROE = Net Profit Margin x Leverage Multiplier
D. ROE = Net Income / Average Total Assets

5. Mandated changes in accounting principles: Implementation approaches.
A. Both retrospective and prospective
B. Retrospective
C. Prospective
D. Neither
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6. Permanent earnings result from?
A. One-time gains from asset disposals.
B. Changes in accounting estimates.
C. Transactions likely to generate similar profits in the future.
D. Temporary fluctuations in market conditions.

7. Notes payable differ from accounts payable in that notes payable typically
require
A. explicit interest
B. no interest
C. payment within 1 week
D. are not formal promises

8. Prepaid Account is described as which?
A. When you earn revenue
B. When you pay in advance
C. When you receive services
D. When you incur an expense

9. Which items are liabilities?
A. Current Assets
B. Shareholders' Equity
C. Intangible assets
D. current liabilities and long-term liabilities

10. When do we use an accounts payable?
A. When we borrow money from a bank
B. When we buy something on account from a supplier
C. When we collect cash from customers
D. When we issue stock
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Answers
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1. D
2. B
3. A
4. A
5. A
6. C
7. A
8. B
9. D
10. B
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Explanations
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1. Management Discussion and Analysis provides a biased but informed
perspective of a company's operations, liquidity, and capital resources.
A. A neutral, third-party summary of results
B. A formal summary of financial statements for external users
C. A detailed technical appendix of GAAP deviations
D. Provides a biased but informed perspective of a company's operations,

liquidity, and capital resources
Management Discussion and Analysis is the section where management offers its narrative interpretation of
how the company performed, why results turned out as they did, and how liquidity and capital resources are
being managed. Because it is prepared by those running the company, the discussion reflects their judgments,
priorities, and forward-looking views, which naturally introduces bias even though the information is informed
and relevant. This perspective helps users understand trends, risks, and the outlook beyond the raw numbers,
but it isn’t a neutral, third-party summary. It also isn’t simply a formal restatement of financial statements, nor a
technical appendix detailing GAAP deviations (those details appear in the notes). Read together with the
financial statements, the MD&A provides a useful context for assessing the company's performance and
prospects.

2. What does cash refer to?
A. Cash on hand only.
B. Cash plus cash equivalents.
C. Bank deposits only.
D. Cash equivalents only.

Cash refers to the most liquid funds a company can use right away to settle obligations. It includes currency and
coins on hand and amounts in bank accounts that can be withdrawn on demand, such as checking or savings
account balances. In practice, it also covers cash equivalents—short-term, highly liquid investments that can be
quickly converted to known amounts of cash with little risk of loss. Because these near-cash items function like
cash in terms of liquidity, they are reported together as cash and cash equivalents on the balance sheet.  That’s
why the best answer includes both cash and cash equivalents. The other options pick out only part of what
qualifies as cash and cash-like assets: cash on hand misses on-demand deposits, bank deposits alone misses
cash on hand, and cash equivalents alone misses actual cash.

3. Which of the following statements describes expenses?
A. Costs of providing goods and services
B. Increases in equity from non-operating activities
C. Outflows of cash only
D. Taxes paid

Expenses are the costs a business incurs to earn its revenue, reflecting the resources consumed in providing
goods or services. This includes materials, labor, overhead, and even non-cash items like depreciation that are
recognized as costs in the income statement. Because expenses represent the use of resources to generate
income, they reduce net income and equity. That’s why the description of expenses as the costs of providing
goods and services is the best fit.   It isn’t an increase in equity, which would imply a gain or inflow rather than a
cost. It also isn’t limited to cash outflows, since some expenses (like depreciation) do not involve an immediate
cash payment. And while taxes paid are a type of expense, they’re just one category among many expenses.
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4. Which expression is the Dupont Equation for ROE?
A. ROE = Net Profit Margin x Asset Turnover x Leverage Multiplier
B. ROE = Asset Turnover x Leverage Multiplier
C. ROE = Net Profit Margin x Leverage Multiplier
D. ROE = Net Income / Average Total Assets

DuPont analysis breaks ROE into three distinct drivers: profitability, efficiency, and leverage. Net Profit Margin
shows how much profit the company keeps from each dollar of sales, Asset Turnover measures how effectively
assets generate sales, and the Leverage Multiplier (Equity Multiplier) reflects how financial leverage increases
returns on shareholders’ equity. When you multiply these three components together, you get ROE: Net Profit
Margin × Asset Turnover × Leverage Multiplier. If you expanded it, you’d have Net Income / Revenue × Revenue /
Average Total Assets × Average Total Assets / Average Shareholders’ Equity, which simplifies back to Net
Income / Average Shareholders’ Equity (ROE). The expression that combines all three drivers is the correct
DuPont form. The other options either omit a driver or represent a different metric (for example, Net Income
divided by Average Total Assets is ROA, not ROE, and doesn’t show the leverage effect).

5. Mandated changes in accounting principles: Implementation approaches.
A. Both retrospective and prospective
B. Retrospective
C. Prospective
D. Neither

When a new accounting principle is mandated, the transition method is dictated by the guidance in the
applicable standard. Those transition rules often require retrospective application to restate prior periods
presented so that financial statements are comparable under the new principle. However, if it is impracticable to
determine the effects of the change for prior periods, the standard typically allows or requires applying the
change prospectively from the adoption date. Because the appropriate method depends on the specific
transition provisions and the practicality of reconstructing prior data, mandated changes can be implemented
using either retrospective or prospective approaches. The key idea is to use retrospective restatement when
feasible to maintain comparability, and switch to prospective from the adoption point if retroactive restatement
is impracticable.

6. Permanent earnings result from?
A. One-time gains from asset disposals.
B. Changes in accounting estimates.
C. Transactions likely to generate similar profits in the future.
D. Temporary fluctuations in market conditions.

Permanent earnings come from profits that are expected to recur because they arise from ongoing, sustainable
operations. The idea is that earnings that come from activities likely to generate similar profits in the future
reflect the firm’s normal, repeatable performance, not a one-off event.   Why this option fits: if a transaction or
set of activities is expected to produce comparable profits in future periods, those earnings are considered
permanent—they’re tied to the company’s regular business, not to a temporary spike or windfall.  Why the other
ideas don’t fit: gains from asset disposals are typically nonrecurring and not expected to repeat; changes in
accounting estimates reflect adjustments to reflect new information and may not recur in the same way each
period; temporary fluctuations in market conditions cause earnings to swing without persisting.
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7. Notes payable differ from accounts payable in that notes payable typically
require
A. explicit interest
B. no interest
C. payment within 1 week
D. are not formal promises

Notes payable are formal, written promises to pay a specific amount by a future date, and they typically carry a
stated interest rate. That explicit interest is included in the note to compensate for the use of funds, reflecting
the time value of money. Accounts payable, in contrast, arise from purchasing goods or services on credit and
are usually non–interest-bearing unless special arrangements or late payment occur. So the defining feature of
notes payable is the explicit interest component. The other options don’t fit because they describe terms that
aren’t typical characteristics of notes payable (timing, formality, or absence of interest).

8. Prepaid Account is described as which?
A. When you earn revenue
B. When you pay in advance
C. When you receive services
D. When you incur an expense

Prepaid accounts are assets that arise when you pay for goods or services before you actually receive them. This
means the description is paying in advance. Since the benefit hasn’t started yet, the payment sits on the balance
sheet as a prepaid asset and is gradually expensed over the period the service or use occurs. For example,
paying for a year’s worth of insurance upfront creates a prepaid insurance asset, which is then expensed
monthly as time passes. The other timing events—revenue being earned, services being received, or expenses
being incurred—describe different points in the recognition process and aren’t the same as paying in advance.

9. Which items are liabilities?
A. Current Assets
B. Shareholders' Equity
C. Intangible assets
D. current liabilities and long-term liabilities

Liabilities are obligations that will require an outflow of resources in the future. On a balance sheet these are
split into current liabilities (due within one year) and long-term liabilities (due after one year). The choice that
includes both current and long-term liabilities correctly captures what counts as liabilities. The other options
describe items that are assets (resources the company owns) or shareholders’ equity (the owners’ claim after
liabilities are settled), not obligations themselves. For example, accounts payable and loans payable are
liabilities, while cash or equipment are assets, and owners’ equity represents the residual interest of the owners.
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10. When do we use an accounts payable?
A. When we borrow money from a bank
B. When we buy something on account from a supplier
C. When we collect cash from customers
D. When we issue stock

Accounts payable is a liability that arises when you buy goods or services on credit from a supplier. It records
the obligation to pay the supplier later, so it’s used specifically for purchases made on account. This isn’t about
borrowing from a bank (that would create a loan payable), nor about collecting cash from customers (that relates
to accounts receivable), nor about issuing stock (which affects equity). For example, buying inventory on credit
increases inventory and creates an accounts payable balance; paying later reduces accounts payable and cash.
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Next StepsNext Steps

Congratulations on reaching the final section of this guide. You've taken a meaningful step
toward passing your certification exam and advancing your career.

As you continue preparing, remember that consistent practice, review, and self-reflection
are key to success. Make time to revisit difficult topics, simulate exam conditions, and track
your progress along the way.

If you need help, have suggestions, or want to share feedback, we’d love to hear from you.
Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:

https://intermediatefinreporting1.examzify.com

We wish you the very best on your exam journey. You've got this!

Sample study guide, visit https://intermediatefinreporting1.examzify.com
for the full version with hundreds of practice questions  v-1784682342 | Page 15

SAMPLE


