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What does it mean if a company has a debt ratio of 101.5%?

A. The company has 1.5% more total liabilities than total assets
B. The company has 1.5% more total liabilities than gross sales
C. The company has 1.5% more current liabilities than current assets
D. The company has 1.5% more total liabilities than net income

Answer: A

Explanation:

The correct answer is B. The company has 1.5% more total liabilities than total assets . The debt ratio is calculated as:

Debt ratio = Total liabilities / Total assets

Ifthe debt ratio is 101.5% , or 1.015 , that means total liabilities are 101.5% of total assets . In other words, liabilities are slightly
greater than assets. Specifically, the company has 1.5% more liabilities than assets .

This is an important financial warning sign because it suggests the company may have negative equity .

Since the accounting equation is:

Assets = Liabilities + Owners' equity

if liabilities exceed assets, then owners' equity must be negative. That can indicate financial distress, accumulated losses, or a highly
leveraged position.

Option A is incorrect because the debt ratio does not compare liabilities to sales. Option C is incorrect because it does not compare
liabilities to net income. Option D is incorrect because the debt ratio uses total liabilities and total assets , not current liabilities and
current assets. Therefore, the only correct interpretation of a 101.5% debt ratio is that total liabilities exceed total assets by 1.5%,
making Option B correct.

NEW QUESTION # 44
How does management accounting differ from financial accounting?

A. Management accounting presents an unbiased view of a conmpany's economic performance
B. Management accounting is restricted to providing financial rather than nonfinancial data

C. Management accounting is not used to gain a competitive advantage in the marketplace

D. Management accounting is used primarily for internal planning, control, and evaluation

Answer: D

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
nvestors, 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 # 45
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 provide the management accountant with the ability to know whether a person will act ethically or not

C. To prevent all unethical behavior of anyone the management accountant may work with

D. To guide the resolution to possible ethical dilemmas that the managerial accountant may encounter

Answer: D

Explanation:
The correct answer is D . In management accounting, ethical standards are intended to guide behavior and help resolve ethical
dilemmas that professionals may encounter in practice. The IMA Statement of Ethical Professional Practice explains that its



principles and standards serve as a guide for ethical conduct in management accounting and include guidance for the resolution of
ethical conflict .

Option A is incorrect because ethical standards cannot predict with certainty whether another person will behave ethically. Option B
is incorrect because the standards do not guarantee that a management accountant will work only with perfectly ethical companies.
Option C is also incorrect because no code can prevent all unethical behavior by everyone involved. Instead, the standards provide
a framework based on competence, confidentiality, integrity, and credibility so the accountant can respond appropriately when
ethical issues arise.

Therefore, the most accurate role of ethical standards in management accounting is to provide guidance for addressing and resolving
ethical conflicts in a professional, structured manner. That makes Option D the correct answer.

NEW QUESTION # 46
‘What would be the appropriate cost driver to allocate overhead for a call center?

A. Number of customer contacts
B. Total sales dollars

C. Number of labor hours

D. Total material cost

Answer: A

Explanation:

The correct answer is B. Number of customer contacts . In a call center, overhead is driven primarily by the volume of customer
mteractions handled, so the most appropriate cost driver is the number of customer contacts or calls. Cost-per-call and contact-
center cost analysis commonly use the number of calls or contacts as the central activity measure because those interactions consume
staff time, telecom systens, and support resources.

Option A, total material cost , is not appropriate because call centers are service operations and usually do not consume direct
materials in the way manufacturers do. Option C, total sales dollars , may be relevant for some selling analyses but does not directly
measure the activity causing most call center overhead. Option D, number of labor hours , can sometimes be useful, but in this setting
the more direct activity driver is the actual number of contacts handled. Since overhead in a call center tends to rise with customer
interactions, the best allocation base is the number of customer contacts . Therefore, Option B is the correct answer.

NEW QUESTION # 47
What can be determined when a firm performs an external audit of a company's financial statements?

A. Whether a company's financial statements indicate that the company has to pay income taxes
B. Whether a company's financial statements indicate it made a profit

C. Whether a company's financial statements were prepared by a traned bookkeeper

D. Whether a company's financial statements fairly reflect its financial position

Answer: D

Explanation:

The correct answer is B. Whether a company's financial statements fairly reflect its financial position .

The purpose of an external audit is for the independent auditor to express an opinion on whether the financial statements present
fairly, in all material respects , the company's financial position, results of operations, and cash flows in conformity with the applicable
financial reporting framework. PCAOB auditing standards state this explicitly in the required auditor's report language.

Option A is incorrect because anyone reading the income statement can see whether the company reported a profit or loss; that
alone is not the purpose of the audit. Option C is incorrect because tax liability is not what the audit opinion is primarily determining,
Option D is also incorrect because an audit does not certify that the statements were prepared by a particular kind of employee such
as a trained bookkeeper. Instead, the audit evaluates whether the statements are fairly presented and free of material misstaterment.
Therefore, the best answer is that an external audit helps determine whether the company's financial statements fairly reflect its
financial position .

NEW QUESTION # 48
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