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1. Who is obligated to comply with SOX regulations?
A. All private companies
B. Only U.S. based companies
C. All publicly traded companies
D. Small businesses and startups

2. What is the professional organization for certified public accountants?
A. Financial Accounting Standards Board (FASB)
B. International Accounting Standards Board (IASB)
C. American Institute of Certified Public Accountants (AICPA)
D. Securities and Exchange Commission (SEC)

3. What federal agency has the authority to regulate accounting practices for
public companies?
A. Internal Revenue Service (IRS)
B. Securities and Exchange Commission (SEC)
C. Federal Trade Commission (FTC)
D. Financial Accounting Standards Board (FASB)

4. Which characteristic ensures that information remains relevant by being
delivered in a timely manner?
A. Consistency
B. Timeliness
C. Relevance
D. Reliability

5. Which financial statement provides insights into a company's revenue and
expenses over a specific period?
A. Cash Flow Statement
B. Balance Sheet
C. Income Statement
D. Statement of Changes in Equity
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6. What type of business allows for shares of stock to be sold to investors?
A. Sole Proprietorship
B. Partnership
C. Corporation
D. LLC

7. What principle emphasizes maintaining a conservative approach in
accounting?
A. Revenue Recognition Principle
B. Expense Principle
C. Conservatism Principle
D. Cost Principle

8. Which of the following is not a common type of operating expense?
A. Rent
B. Wages
C. Cost of Goods Sold
D. Dividends

9. Which of the following describes long term liabilities?
A. Due within the current operating cycle
B. Obligations that are expected to be paid beyond one year
C. All liabilities that are recorded
D. Liabilities that have already been settled

10. In accounting, "revenues" refer to which of the following?
A. Assets brought in by liabilities
B. Inflows from producing goods only
C. Inflows from performing services or selling products
D. Cash received as investments

4Sample study guide. Visit https://tamu-acct229-exam1.examzify.com for the full version

SAMPLE



Answers

5Sample study guide. Visit https://tamu-acct229-exam1.examzify.com for the full version

SAMPLE



1. C
2. C
3. B
4. B
5. C
6. C
7. C
8. D
9. B
10. C
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1. Who is obligated to comply with SOX regulations?
A. All private companies
B. Only U.S. based companies
C. All publicly traded companies
D. Small businesses and startups

The obligation to comply with the Sarbanes-Oxley Act (SOX) primarily lies with all publicly traded companies. This
legislation was enacted in response to major corporate and accounting scandals, and its main goal is to enhance
corporate governance and accountability.   Publicly traded companies must adhere to specific requirements that
include the establishment of internal controls, the certification of financial reports by executives, and the provision
of greater transparency in financial reporting. These measures are intended to protect investors and ensure the
accuracy of financial disclosures.  The other options do not accurately reflect the reach of SOX regulations. For
instance, private companies are not subject to SOX unless they decide to go public. Similarly, foreign companies
are only required to comply with SOX if they have publicly traded securities in the United States or if they file
reports with the SEC. Furthermore, small businesses and startups that are not publicly traded do not have any
obligations under SOX regulations. Thus, the requirement to comply is specifically tailored to publicly traded
entities.

2. What is the professional organization for certified public accountants?
A. Financial Accounting Standards Board (FASB)
B. International Accounting Standards Board (IASB)
C. American Institute of Certified Public Accountants (AICPA)
D. Securities and Exchange Commission (SEC)

The American Institute of Certified Public Accountants (AICPA) is the professional organization that represents
certified public accountants (CPAs) in the United States. This organization plays a crucial role in establishing
auditing standards and ethics for CPAs, as well as promoting the profession to ensure that CPAs meet the highest
professional standards. AICPA provides training, sets guidelines for practice, and helps with continuing education,
which is essential for maintaining CPA certification.  The other organizations mentioned serve different functions.
The Financial Accounting Standards Board (FASB) is primarily responsible for establishing accounting standards
for financial reporting, not specifically for CPAs. The International Accounting Standards Board (IASB) works on
global accounting standards (IFRS) and does not focus on CPAs in the U.S. Lastly, the Securities and Exchange
Commission (SEC) is a government regulator overseeing security transactions, but it does not represent or
oversee the CPA profession itself. Therefore, AICPA is the correct answer as it specifically supports and
represents CPAs.

8Sample study guide. Visit https://tamu-acct229-exam1.examzify.com for the full version

SAMPLE



3. What federal agency has the authority to regulate accounting practices for
public companies?
A. Internal Revenue Service (IRS)
B. Securities and Exchange Commission (SEC)
C. Federal Trade Commission (FTC)
D. Financial Accounting Standards Board (FASB)

The Securities and Exchange Commission (SEC) is the federal agency responsible for regulating accounting
practices for public companies. This agency was established to protect investors, maintain fair and efficient
markets, and facilitate capital formation. One of its primary roles is overseeing the financial disclosures made by
publicly traded companies, ensuring that they provide accurate and complete information to shareholders and the
public.  The SEC requires companies to adhere to generally accepted accounting principles (GAAP) when
preparing their financial statements. The implications of SEC oversight are significant, as it helps to uphold
transparency and accountability in financial reporting, safeguarding investor interests.  The roles of the other
agencies mentioned differ from that of the SEC. For instance, the Internal Revenue Service (IRS) primarily deals
with tax collection and tax law enforcement rather than accounting practices. The Federal Trade Commission
(FTC) focuses on consumer protection and antitrust issues, while the Financial Accounting Standards Board
(FASB) sets accounting standards but does not have regulatory authority over public companies in the same way
the SEC does. The FASB establishes the standards that the SEC requires companies to follow, but the SEC
enforces compliance with these standards within the public company sector.

4. Which characteristic ensures that information remains relevant by being
delivered in a timely manner?
A. Consistency
B. Timeliness
C. Relevance
D. Reliability

The characteristic that ensures information remains relevant by being delivered in a timely manner is timeliness.
Timeliness reflects the importance of providing information when it is needed, allowing users to make informed
decisions based on the most current data. If information is provided too late, it may lose its value and impact,
rendering it less useful for decision-making processes.  In the context of accounting and reporting, timeliness is
critical because stakeholders, such as investors or management, require up-to-date information to assess the
financial status and performance of an organization. Thus, timeliness directly contributes to the overall
effectiveness and relevance of the information being communicated.   While consistency, relevance, and reliability
are all important characteristics of reliable information, they do not specifically address the aspect of delivering
data promptly, which is the focus of the question.
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5. Which financial statement provides insights into a company's revenue and
expenses over a specific period?
A. Cash Flow Statement
B. Balance Sheet
C. Income Statement
D. Statement of Changes in Equity

The Income Statement is the financial statement that details a company's revenues and expenses over a specific
period, often referred to as the "profit and loss statement." This statement provides a summary that shows how
much money the company earned (revenues) and how much it spent (expenses) during a defined time frame,
such as a quarter or a year. By comparing revenues and expenses, the Income Statement allows stakeholders to
assess the company's profitability during that period, indicating whether the company made a profit or incurred a
loss.  In contrast, the Cash Flow Statement focuses on the inflow and outflow of cash within the business,
highlighting how cash is generated and used over time rather than detailing revenues and expenses directly. The
Balance Sheet presents a snapshot of the company’s assets, liabilities, and equity at a particular point in time,
thereby offering insight into its financial position but not its performance over a period. The Statement of Changes
in Equity outlines changes in the equity section of the Balance Sheet and does not provide detailed information
about revenues and expenses.

6. What type of business allows for shares of stock to be sold to investors?
A. Sole Proprietorship
B. Partnership
C. Corporation
D. LLC

A corporation is the type of business that allows for shares of stock to be sold to investors. This structure is
specifically designed to raise capital by offering ownership interests in the form of shares. When individuals
purchase these shares, they become shareholders and have a claim on the corporation's assets and earnings.
Corporations can issue various classes of stock and can be publicly traded on stock exchanges, facilitating the
buying and selling of shares among investors.  In contrast, a sole proprietorship is owned and operated by a single
individual and does not have shares for sale, as the owner retains full control and responsibility for the business. A
partnership involves two or more individuals who share ownership, but it also does not allow for the sale of shares
in the same way a corporation does. Lastly, a Limited Liability Company (LLC) combines features of both
corporations and partnerships, providing limited liability to its owners, but it does not issue stock; instead,
ownership is typically represented by membership interests. This structure is more flexible but does not involve the
same kind of trading in shares as a corporation.
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7. What principle emphasizes maintaining a conservative approach in
accounting?
A. Revenue Recognition Principle
B. Expense Principle
C. Conservatism Principle
D. Cost Principle

The Conservatism Principle emphasizes maintaining a conservative approach in accounting by guiding
accountants to anticipate potential losses and liabilities but not potential gains or revenue. This principle ensures
that financial statements present a cautious and realistic view of a company's financial position, avoiding the
overestimation of income and assets. By adhering to the Conservatism Principle, businesses are encouraged to
recognize expenses and liabilities promptly while delaying the recognition of revenues until they are realized. This
approach helps users of financial statements, such as investors and creditors, to make more informed decisions
by relying on prudent and cautious financial data.

8. Which of the following is not a common type of operating expense?
A. Rent
B. Wages
C. Cost of Goods Sold
D. Dividends

Dividends are not considered an operating expense because they represent a distribution of profits to
shareholders rather than an expense incurred in the ordinary course of business operations. Operating expenses
typically include costs that a company incurs to run its day-to-day operations, such as rent and wages. These
expenses are essential for maintaining business activities.   In contrast, cost of goods sold reflects the direct costs
attributable to the production of goods sold by a company, making it a key expense associated with generating
revenue rather than an operating expense like rent or wages. Operating expenses involve costs necessary to
support the overall operation, while dividends are a financial decision made after profits have been earned and do
not relate to operational activities.
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9. Which of the following describes long term liabilities?
A. Due within the current operating cycle
B. Obligations that are expected to be paid beyond one year
C. All liabilities that are recorded
D. Liabilities that have already been settled

Long-term liabilities are financial obligations of a company that are not due for payment within the current
operating cycle or one year, whichever is longer. This means that they are obligations that a company expects to
pay off over a period extending beyond a year. Such liabilities typically include loans, bonds payable, and
mortgages.  The distinguishing characteristic of long-term liabilities is their timeline for repayment, which sets them
apart from current liabilities. Understanding this timeline is crucial for assessing a company's financial health and
liquidity. Long-term liabilities can impact cash flow and require careful management, as they represent
commitments that will be fulfilled in the future.  This concept is fundamental in accounting as it helps stakeholders
evaluate a company’s long-term solvency and financial structure. Knowing that these obligations extend beyond
the short term aids in planning and financial forecasting.

10. In accounting, "revenues" refer to which of the following?
A. Assets brought in by liabilities
B. Inflows from producing goods only
C. Inflows from performing services or selling products
D. Cash received as investments

Revenues in accounting represent the inflows of resources that a company earns through operating activities,
specifically from performing services or selling products. This definition encompasses various activities that
contribute to a company's income, such as sales of goods, fees for services rendered, or even other business
operations that generate income.  The focus is on the earning process rather than just cash received. Revenue
can be recognized at the point of sale rather than when cash is received, aligning with the accrual accounting
principle, which recognizes revenues when they are earned regardless of when cash is actually received. 
Recognizing revenues accurately is crucial, as it affects the income statement and, consequently, the assessment
of a company's financial performance. This is why inflows from performing services or selling products is the
correct identification of revenues, and it captures the essence of what drives income generation in a business
context.
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