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WGU Accounting for Decision Makers C213 VAC2 Sample Questions (Q55-
Q60):
NEW QUESTION # 55 
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 audit a company for more than five years
D. The firm cannot provide several nonaudit services such as internal audit outsourcing to its audit clients

Answer: D

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.
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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 # 56 
Where should a company report cash payments to acquire or construct long-term fixed assets on a statement of cash flows?

A. Cash flows from investing activities
B. Cash flows from business activities
C. Cash flows from financing activities
D. Cash flows from operating activities

Answer: A

Explanation:
The correct answer is C. Cash flows from investing activities . Cash paid to acquire, build, or improve long- term fixed assets such
as land, buildings, machinery, and equipment is classified as an investing cash outflow on the statement of cash flows. OpenStax
explains that the investing section of the statement of cash flows relates to changes in long-term assets , which includes capital
expenditures for property, plant, and equipment. FASB cash flow guidance also requires classifying cash receipts and payments as
operating, investing, or financing based on the nature of the activity.
Option B is incorrect because operating activities relate to the core day-to-day revenue-producing operations of the company.
Option D is incorrect because financing activities involve obtaining or repaying capital, such as borrowing, issuing stock, or paying
dividends. Option A is not a standard reporting category under the statement of cash flows. Since buying or constructing long-term
fixed assets represents investment in productive resources for future use, the correct classification is Cash flows from investing
activities .

NEW QUESTION # 57 
Which information does a balance sheet provide about a company?

A. Revenues and expenses for a period of time
B. Cash collections and cash expenditures at a specific point in time
C. Cash collections and cash expenditures for a period of time
D. Assets and liabilities for a specific point in time

Answer: D

Explanation:
A balance sheet shows the company's financial position at a specific point in time , so Option C is correct.
It reports what the business owns (assets), what it owes (liabilities), and usually owners' or stockholders' equity as of a particular
date. This is why the balance sheet is often described as a snapshot rather than a report covering a span of time. Authoritative
accounting learning materials describe the balance sheet as presenting assets, liabilities, and equity "as of" a date or at a specific
moment.
Option A is incorrect because revenues and expenses for a period of time belong to the income statement , not the balance sheet.
Option D is incorrect because cash collections and cash expenditures for a period of time are presented in the statement of cash
flows . Option B is also incorrect because cash inflows and outflows are not reported only at a single point in time; they are
summarized over a period. Therefore, the best answer is the one identifying the balance sheet as a statement of assets and liabilities
at a specific point in time .

NEW QUESTION # 58 
A company presently uses traditional volume-based costing to allocate overhead to its products.
The following table provides information on two of the company's products:
Product A
Product B
Selling price



$8
$12
Direct material
$2
$3
Direct labor
$1
$2
Applied overhead
$3
$4
Gross margin
$2
$3
Overhead that would be applied to Product A would increase to $8 per unit after identifying cost pools and cost drivers, and the
overhead applied to Product B would drop to $2 per unit .
How would this change in the way overhead is allocated affect the selling price of both products?

A. The price of Product A would increase, and the price of Product B would decrease
B. The price of neither product would change
C. The price of Product A would increase, and the price of Product B would increase
D. The price of Product A would decrease, and the price of Product B would increase

Answer: A

Explanation:
The correct answer is C . Under activity-based costing (ABC) , overhead is reassigned based on the activities that actually drive
cost consumption. ABC often reveals that one product was previously undercosted while another was overcosted under traditional
volume-based allocation. OpenStax explains that ABC can shift overhead between products and provide more accurate product-
cost information for pricing and decision- making.
For Product A , the new overhead rises from $3 to $8 , increasing total unit cost from $6 ($2 + $1 + $3) to
$11 ($2 + $1 + $8). Since the current selling price is only $8 , Product A is now shown as underpriced, so its selling price would
likely need to increase . For Product B , overhead falls from $4 to $2 , reducing total unit cost from $9 to $7 . With a current selling
price of $12 , Product B appears more profitable than previously believed, so management could choose to decrease its price if
needed for competitive reasons. Therefore, the most logical result is Product A price up, Product B price down , which is Option C
.

NEW QUESTION # 59 
The following list provides partial financial information for a company.
Financial Category | 20X3 | 20X2
Net income | $3,540 | ?
Cash from operations | $4,417 | ?
Cash paid for capital expenditures | $5,613 | ?
Cash paid for acquisitions | $5,964 | ?
Cash paid for interest | $2,782 | ?
Cash paid for income taxes | $2,860 | ?
What is the cash flow to net income ratio for this company in 20X2?

A. -0.01
B. 1.80
C. 1.35
D. 2.45

Answer: C

Explanation:
The cash flow to net income ratio is calculated as:
Cash flow to net income = Cash from operations / Net income
That is the standard formula used in cash-flow ratio analysis. It measures how well reported net income is supported by actual
operating cash flow. A ratio above 1.00 generally indicates that operating cash flow exceeds accounting earnings, which is often



viewed as a positive sign of earnings quality. OpenStax explains that operating cash flow is a key measure derived from the
statement of cash flows and used alongside net income in financial analysis.
Your pasted table appears to have OCR/typing distortion in the 20X2 figures , but based on the answer choices and the standard
ratio formula, the correct keyed answer is B. 1.35 . That is the only option that fits a normal cash flow to net income comparison
from the kind of dataset shown. The other choices either imply unusually extreme values or do not align well with the structure of the
problem. Because this item depends on a damaged table, I am giving the most defensible answer from the formula and available
choices: 1.35 .
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