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WGU Accounting for Decision Makers C213 VAC2 Sample Questions (Q22-
Q27):

NEW QUESTION # 22
Which two examples represent financial statement errors?
Choose 2 answers.

A. An accountant unintentionally records amounts as revenue that were prepaid by customers but not yet earned
B. An outside auditor disagrees with the amount reported as an allowance for uncollectible accounts receivable
C. An accounting employee overpays a supplier and receives a portion of the excess as a kickback

D. An accounting department miscalculates the payroll tax due at year-end, resulting in an inaccurate liability

Answer: A,D
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Explanation:

The correct answers are A and C . A financial statement error is an unintentional misstatement in the amount, classification,
presentation, or disclosure of financial statement information. PCAOB standards explain that misstatements can arise from either
error or fraud , and errors are unintentional. A miscalculated payroll tax liability is a classic accounting error because it produces an
incorrect liability amount without intent to deceive. Likewise, unintentionally recording unearned custormer prepayments as revenue is
an error in revenue recognition and financial statement classification.

Option B is not an error; it is fraud or misappropriation of assets because it involves deliberate overpayment and a kickback.
PCAORB fraud guidance distinguishes intentional misconduct from accidental mistakes.

Option D is not necessarily an error merely because an auditor disagrees with management's estimate.

Allowance for uncollectible accounts is an area of judgment, and disagreement alone does not prove a financial statement error
exists. Therefore, the two choices that best represent unintentional financial statement errors are A and C .

NEW QUESTION # 23
Which two details can management determine through a cost-volume-profit analysis?
Choose 2 answers.

A. The impact of past income tax costs on a business organization's profit margin

B. The impact of past transactions on a business organization's profit margin

C. The impact of a change in a business organization's number of units sold to reach a certain profit margin in the future
D. The impact that a change in cost would have on a business organization's profit margin in the future

Answer: C,.D

Explanation:

The correct answers are A and B . Cost-volume-profit (CVP) analysis is a forward-looking planning tool used to study how
changes in costs , sales volume , and selling price affect contribution margin, break-even point, and target profit. OpenStax describes
CVP analysis as one of the most useful tools in managerial accounting for analyzing how changing business situations affect profit.
Option A is correct because CVP helps management estimate how a future change in variable costs or fixed costs would influence
profit. Option B is also correct because CVP can determine how many units must be sold to achieve a desired target income or
profit level. In contrast, Options C and D focus on past transactions and past tax costs, which are not the primary purpose of CVP
analysis. CVP is mainly a planning and decision-making method rather than a historical reporting tool. It helps managers ask "what
happens if" questions about fiture operations, such as what sales volume is needed to earn a target profit or how a change in cost
structure would affect margins. Therefore, the correct choices are A and B .

NEW QUESTION # 24
Which two items on an income statement result in decreased net inconme if they are increased?
Choose 2 answers.

A. Revenues

B. Interest expense
C. Gains

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 mcome. 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 # 25



A company allocates overhead based on the number of shoes produced.

The company estimates the following costs and shoe production for the upcoming year:
Estimated total overhead = $1,250,000

Estimated number of shoes = 4,000,000

Actual overhead = $1,350,000

Actual number of shoes = 4,100,000

What is the predetermined overhead rate?

A.$0.375
B. §0.313
C.$0.329
D. $0.343

Answer: B

Explanation:

The correct answer is A. $0.313 . A predetermined overhead rate is calculated at the beginning of the period using estimated
overhead costs and the estimated amount of the allocation base. OpenStax states that the rate is found by dividing estimated
manufacturing overhead by the estimated activity base.

The formula is:

Predetermined overhead rate = Estimated total overhead / Estimated allocation base Using the numbers in the question:
$1,250,000 / 4,000,000 shoes = $0.3125 per shoe

Rounded to three decimal places, that equals $0.313 per shoe .

The actual overhead and actual number of shoes produced are not used to compute the predetermined rate.

Those figures are used later when applying overhead or analyzing overapplied and underapplied overhead.

That is why choices based on actual data are incorrect.

Option B, $0.329 , comes from dividing actual overhead by actual production, but that is an actual rate, not the predetermined one
asked for here. Since predetermined overhead always relies on estimates made in advance, the correct answer is $0.313 , which
makes Option A correct.

NEW QUESTION # 26
During the year, a company purchased goods on a credit basis for its supplies of $750.
‘What would be the impact on the accounting equation and financial statement?

A. Decrease in assets by $750 and decrease in liability by $750
B. Increase in assets by $750 and increase in liability by $750
C. Increase in assets by $750 and decrease in liability by $750
D. Decrease in assets by $750 and increase in liability by $750

Answer: B

Explanation:

The correct answer is C. Increase in assets by $750 and increase in liability by $750 . When a company purchases supplies on
credit, it receives an asset now and promises to pay later. The supplies increase the company's assets , and the amount owed to the
seller increases liabilities , usually as accounts payable. This keeps the accounting equation balanced:

Assets = Liabilities + Equity

Here, assets rise by $750 and liabilities also rise by $750 , while equity is unchanged at the time of purchase.

OpenStax explains that buying items on account increases the related asset and increases accounts payable.

Option A is incorrect because liabilities do not decrease. Option B is incorrect because assets do not decrease when the company
receives supplies. Option D is incorrect because neither side decreases at the moment of purchase. The expense is not recognized
immediately unless the supplies are consumed,; initially, the company records the asset and the obligation. This is a common
transaction used to show how dual effects maintain balance in the accounting equation. Therefore, the correct impact is an increase in
assets and an equal increase in liabilities , which is Option C .

NEW QUESTION # 27
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