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WGU Accounting for Decision Makers C213 VAC2 Sample Questions (Q16-
Q21):

NEW QUESTION # 16

Match each accounting term with its definition.

Answer options may be used more than once or not at all.
Select your answer from the pull-down list.

Answer:

Explanation:

Explanation:

Conservatism - Information related to recognizing losses as they occur

Reliable - Information that can be verified

Material - Information that is important enough to make a difference

Relevant - Information having to do with the matter at hand

These accounting terms describe important qualitative ideas used in financial reporting. Conservatism means accountants should use
caution when uncertainty exists, especially by recognizing potential losses sooner rather than delaying them Reliable information is
information that can be supported, confirmed, or verified, which makes it trustworthy for users of financial statements. Material
mformation is significant enough to affect the decisions of mvestors, creditors, or other users. If leaving it out or misstating it could
influence a decision, it is material. Relevant information is information that relates directly to the issue being considered and is useful
for decision-making,

These concepts help ensure that accounting information is usefil, dependable, and meaningful. Relevance focuses on usefulness,
reliability focuses on trustworthiness, materiality focuses on significance, and conservatism focuses on caution under uncertainty.
Together, they support better financial statement preparation and interpretation. In this matching question, each term lines up with its
most standard accounting definition, so the correct matches are exactly as shown above.

NEW QUESTION # 17
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 current liabilities than current assets
C. The company has 1.5% more total liabilities than gross sales
D. The company has 1.5% more total liabilities than net income

Answer: A

NEW QUESTION # 18

A company prepared the following contribution margin income statement for the actual sale of 10,000 shoes:
Sales revenue = $600,000

Variable costs = $400,000

Contribution margin = $200,000

Less fixed costs = $150,000

Net income = $50,000

‘What would be the forecasted net income for the sale of 14,000 shoes based on the actual results above?

e A $40,000
e B. $230,000
e C.$70,000
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e D. $130,000
Answer: D

Explanation:

The correct answer is C. $130,000 . A contribution margin income statement separates variable costs from fixed costs , which
makes it useful for forecasting profit at different sales levels. OpenStax explains that contribution margin analysis shows how much
sales revenue remains after variable costs to cover fixed costs and profit.

First calculate the per-unit amounts based on 10,000 shoes:

Sales per unit = $600,000 / 10,000 = $60

Variable cost per unit = $400,000 / 10,000 = $40

Contribution margin per unit = $20

For 14,000 shoes , total contribution margin would be:

14,000 x $20 = $280,000

Now subtract fixed costs, which stay the same at $150,000 :

Forecasted net income = $280,000 - $150,000 = $130,000

So the company would expect to earn $130,000 if it sells 14,000 shoes. This is exactly why CVP and contribution margin
statements are useful for planning; they allow managers to estimate the profit impact of volume changes quickly, as long as selling
price, variable cost per unit, and fixed costs remain stable.

Therefore, Option C is correct.

NEW QUESTION # 19
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 current liabilities than current assets
C. The company has 1.5% more total liabilities than gross sales
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 # 20
Which two items on an income statement result in decreased net income if they are increased?
Choose 2 answers.

A. Gains

B. Interest expense

C. Revenues

D. Cost of goods sold

Answer: B,D

Explanation:
The correct answers are C. Interest expense and D. Cost of goods sold . Net income is determined by starting with revenues and



then subtracting expenses and other costs. Because interest expense is an expense, increasing it reduces earnings before tax and
therefore lowers net income. Likewise, cost of goods sold (COGS) is a major expense directly tied to the goods sold by the
business. When COGS increases, gross profit falls, which then reduces net income. OpenStax summarizes the income statement as
including revenues, expenses, gains, and losses in arriving at net income or net loss.

Options A. Gains and B. Revenues are incorrect because increases in either of those items generally increase net income rather than
decrease it. Gains arise from peripheral transactions and still improve profitability, while revenues represent inflows from the
company's main operations. In contrast, both interest expense and cost of goods sold are deductions in the income statement.
Therefore, the two itenrs that decrease net income when increased are Interest expense and Cost of goods sold .

NEW QUESTION # 21
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