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Questions and Answers (2023/2024) Verified

* What does accounting focus on(@n§Wer) The impact a business's
activities have on its overall financial performance

* Which report summarizes cash collections and cash expenditures
from operating, investing, and financing activities over a period of
State- ment of cash flows

* Which users would have a primary concern with an organization's
ablility to provide healthcare benefits{answer] Employees

= Which body regulates a certified public accounting firm's audit pracllces
when the firm is auditing a large publicly traded company{answer) The
Public Com- pany Accounting Oversight Board (PCAOB)

* What has had the most significant impact on accounting
practices{@nswer] Infor- mation technology

* What two items of information are revealed on the balance sheet?

Choose 2 answers:
Ownership. Debt

* Which term is defined as the residual interest in the net assets of
a companylanswear] Owners' equity

e A corporation has total liabilities of $300 million, total owners' equity of
$100 million, and current assets of $50 million.
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NEW QUESTION # 14
What does management accounting present?

A. Data to predict inconsistencies in finances to help users within a company make decisions

B. Information regarding the qualifications of managers to help shareholders make decisions

C. Information regarding a business's overall economic performance to help shareholders make decisions

D. Detailed data regarding a business's overall economic performance to help outside stakeholders make decisions

Answer: A

Explanation:

The correct answer is D . Management accounting is designed primarily for internal users such as managers, department heads, and
executives. Its purpose is to provide timely, detailed, and decision-oriented information to support planning, control, evaluation, and
operational decisions. Sources describing managerial accounting emphasize that it is customized to internal needs rather than focused
on external financial statement users.

Option A is incorrect because management accounting does not mainly present information about managers' qualifications. Option B
is more aligned with financial accounting , which summarizes overall economic performance for external users such as shareholders.
Option C is also incorrect because management accounting is not aimed primarily at outside stakeholders. Although the wording
"predict inconsistencies in finances" is not textbook-perfect, Option D is the only answer that correctly identifies the internal decision-
making role of management accounting, In practice, management accounting may include budgets, performance reports, cost
analyses, forecasts, and variance reports used within the company. Therefore, the best answer is the one stating that it provides data
to help users within a company make decisions.

NEW QUESTION # 15
What can be deduced when a company has an asset turnover of 0.95?

A. The company was able to generate $0.95 in sales for each dollar in assets

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

Answer: A

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. Ifa 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 ofa 0.95 asset turnover is $0.95 in sales
per $1.00 of assets , which is Option A .

NEW QUESTION # 16
A company presently uses traditional volume-based costing to allocate overhead to its products.
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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 neither product would change

B. The price of Product A would increase, and the price of Product B would decrease
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: B

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 # 17
What is the impact on costs as sales volume decreases?

A. Total fixed costs will decrease in direct proportion
B. Total variable costs will decrease in direct proportion
C. Total variable costs will increase in direct proportion
D. Total fixed costs will increase in direct proportion

Answer: B

Explanation:

The correct answer is C. Total variable costs will decrease in direct proportion . Variable costs change in total as activity or sales
volume changes. When sales volume decreases, total variable costs also decrease proportionally because fewer units are produced
or sold. Multiple accounting references explain that total variable cost rises and falls with the level of activity, while the variable cost
per unit remains constant within the relevant range.

Option A is the opposite of what happens when volume falls. Options B and D are incorrect because total fixed costs generally
remain unchanged within the relevant range regardless of short-term changes in sales volume. OpenStax notes that fixed costs are
present regardless of production or sales levels, while variable costs occur only as itens or services are produced and sold.

This distinction is central to cost behavior analysis and profit planning. As volume declines, total variable costs go down in direct



proportion, but total fixed costs do not normally move with sales in the short run.
Therefore, the correct answer is Option C .

NEW QUESTION # 18
Which two procedures do external auditors use to gain confidence in the quality of a company's financial reporting processes?
Choose 2 answers.

A. They perform a marketing analysis to determine demand for the company's products or services
B. They conduct a customer satisfaction survey

C. They obtain confirmations from third parties the company does business with

D. They poll the public regarding the company's external image

E. They examine records to support balances and transactions

Answer: CE

Explanation:

The correct answers are A and C . External auditors gather audit evidence by examining accounting records and supporting
documents and by obtaining evidence directly from third parties . PCAOB standards describe confirmation as a procedure for
obtaining audit evidence from a knowledgeable external source, and this is commonly used for iters such as cash, receivables, and
certain terms of transactions.

Examining records to support balances and transactions is another core audit procedure. Auditors inspect invoices, contracts, bank
statements, reconciliations, journals, and other documentation to determine whether reported balances are supported and fairly
stated. These procedures directly relate to the reliability of financial reporting. In contrast, customer satisfaction surveys, marketing
analysis, and public-image polling may be useful for business strategy or branding, but they are not standard external audit
procedures used to support financial statement assertions. Audit work focuses on relevant, reliable evidence tied to existence,
completeness, valuation, rights and obligations, and presentation. Therefore, the two valid procedures are examining records and
obtaining third-party confirmations , making A and C the correct answers.

NEW QUESTION # 19
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