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WGU Accounting for Decision Makers C213 VAC2 Sample Questions (Q38-
Q43):
NEW QUESTION # 38 
Which ratio provides a measure of how well a company turns sales into profits?

A. Return on costs
B. Return on sales
C. Return on profit
D. Return on expenses

Answer: B

Explanation:
The correct answer is A. Return on sales . Return on sales, also called profit margin or net profit margin , measures how effectively a
company converts sales revenue into net income. It is commonly calculated as Net income ÷ Sales . OpenStax explains that this ratio
shows how much of each sales dollar remains as profit after all expenses, including taxes, have been deducted. A higher ratio
generally indicates stronger profitability and better cost control relative to revenue.
Option B, return on costs , is not the standard ratio named in basic financial analysis for this purpose. Option C, return on expenses ,
is also not the conventional measure used in the ratio formulas you listed. Option D, return on profit , is not a recognized standard
profitability ratio in introductory accounting frameworks.
Since the question asks specifically about how well a company turns sales into profits , the ratio that directly measures that
relationship is return on sales . This ratio is widely used in financial statement analysis to compare operating performance across
periods and across firms, especially within the same industry.

NEW QUESTION # 39 
What can be deduced when a company has an asset turnover of 0.95?

A. The company was able to generate $0.95 in profit for each dollar in assets
B. The company was able to generate $0.95 in sales for each dollar in assets
C. The company was able to generate $0.95 in equity for each dollar in assets
D. The company was able to generate $0.95 in liabilities for each dollar in assets

Answer: B

Explanation:
The correct answer is A. The company was able to generate $0.95 in sales for each dollar in assets . The asset turnover ratio is
calculated as:
Asset turnover = Total sales / Total assets
This ratio measures how efficiently a company uses its assets to produce revenue. If a company has an asset turnover of 0.95 , it
means that for every $1.00 invested in assets , the company generated $0.95 in sales during the period.
This ratio is especially useful in comparing operating efficiency across time or between similar companies. A higher asset turnover
usually indicates more efficient use of assets in generating sales, while a lower ratio may suggest underused resources or a more
asset-intensive business model.
Option B is incorrect because asset turnover does not measure equity generation. Option C is incorrect because it does not compare
liabilities to assets. Option D is incorrect because profit per dollar of assets is more closely related to return on assets, not asset
turnover. Since the formula directly links sales with assets , the only correct interpretation of a 0.95 asset turnover is $0.95 in sales
per $1.00 of assets , which is Option A .
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NEW QUESTION # 40 
Which costs are found in a manufacturing company rather than a service-oriented company?

A. Selling costs
B. Indirect labor costs
C. Raw materials costs
D. Direct labor costs

Answer: C

Explanation:
The correct answer is C. Raw materials costs . Manufacturing companies produce physical goods, so they incur raw materials costs
as part of converting materials into finished products. Raw materials are one of the classic components of manufacturing cost, along
with direct labor and manufacturing overhead. Sources explaining manufacturing cost structures consistently identify direct materials
or raw materials as a core element of product cost.
Option A, indirect labor costs , may also exist in manufacturing, but labor-related costs can exist in service organizations too. Option
B, direct labor costs , are not unique to manufacturing because service companies often have labor that can be directly traced to
providing services. Option D, selling costs , are common in both manufacturing and service businesses. What most clearly
distinguishes manufacturing from service- oriented companies is the presence of inventory-based production inputs such as raw
materials. These materials are physically incorporated into finished goods and become part of cost of goods sold when the goods are
sold. Therefore, among the options listed, Raw materials costs are the best answer.

NEW QUESTION # 41 
What is a significant role of the U.S. Securities and Exchange Commission (SEC) in financial reporting?

A. The SEC ensures that financial statement users are provided with reliable information to use in decision- making
B. The SEC supports company management and boards of directors in the effective discharge of their responsibilities
C. The SEC ensures that auditors have the resources and information necessary to provide valuable professional services
D. The SEC provides representation and training to controllers of public companies

Answer: A

Explanation:
The correct answer is C . A central role of the U.S. Securities and Exchange Commission (SEC) is to protect investors and promote
fair, orderly, and efficient markets by requiring public companies to provide reliable, useful disclosure. The SEC's stated mission is to
protect investors , maintain fair and orderly markets, and facilitate capital formation. In financial reporting terms, this means helping
ensure that users of financial statements receive credible information for decision-making.
Option A is incorrect because the SEC is not primarily a training body for controllers. Option B is also incorrect because ensuring
auditors have resources is not the SEC's core financial reporting role. Option D is too broad and management-focused; the SEC's
primary public-facing purpose is investor protection through disclosure oversight and enforcement. Public company filings such as
Forms 10-K and 10-Q exist so investors and other users can evaluate financial condition, performance, and risk using standardized
information.
Therefore, the best answer is that the SEC helps ensure financial statement users are provided with reliable information for decision-
making.

NEW QUESTION # 42 
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. 1.80
B. 2.45
C. 1.35



D. -0.01

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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