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1. Which of the fellowing is the primary objective of financial accounting?

e making

it e e comaany 1o expemal stakehobdess
produ
) To ibeterming the tax ohligntions of the compamy

Answer: B} To report the financial performance and position of the company to external
stukeholders

Rationale:

Financial accounting focuses on preparing financial ssarements (inconse stanement, balance shee.
cush flow statenent ) for extemal psers such as investoss, creditors, aml regulnlors, 1o assess the
company’s financial healt

2, A company wses absorption costing, YWhich of the fellowing is included in the
cost of goods manufactured?

A) Direct maberials wied in proshection

By Adverisi SIEY

) Auleanisirstave salames

) Depreceation on ol fiee equipment

Answer: A) Direct muterianls used in production

Rationale:

Absorption costing ineludes all manafictuning costs (direct maierinls, direct lnbor, and bash
variable ond fixed manufaciering overhiad ) i the cost of goods manufacred, Advenising

eapenses i slministrative salaries are period coss amd are nol inclided in the nanufaiuring
cosis,

3. Which of the fullowing is considered a variable cost?

A) Rent ona faciory building
B} Peprecintion on machinery
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NEW QUESTION # 43
Which costs are found in a manufacturing company rather than a service-oriented company?

A. Selling costs

B. Direct labor costs
C. Raw materials costs
D. Indirect 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 # 44
What can be determined when a firm performs an external audit of a company's financial statements?

A. Whether a company's financial statements were prepared by a trained bookkeeper

B. Whether a company's financial statements fairly reflect its financial position

C. Whether a company's financial statements indicate it made a profit

D. Whether a company's financial statements indicate that the company has to pay income taxes

Answer: B

Explanation:

The correct answer is B. Whether a company's financial statements fairly reflect its financial position .

The purpose of an external audit is for the independent auditor to express an opinion on whether the financial statements present
fairly, in all material respects , the company's financial position, results of operations, and cash flows in conformity with the applicable
financial reporting framework. PCAOB auditing standards state this explicitly in the required auditor's report language.

Option A is incorrect because anyone reading the income statement can see whether the company reported a profit or loss; that
alone is not the purpose of the audit. Option C is incorrect because tax liability is not what the audit opinion is primarily determining,
Option D is also incorrect because an audit does not certify that the statements were prepared by a particular kind of employee such
as a trained bookkeeper. Instead, the audit evaluates whether the statements are fairly presented and free of material misstaterment.
Therefore, the best answer is that an external audit helps determine whether the company's financial statements fairly reflect its
financial position .

NEW QUESTION # 45

A company's statement of cash flows includes the following cash transactions.
Sales = $1,250,000

Inventory purchase = -$750,000

Property and equipment purchase = -$280,000

Interest payment on long-term debt = -$25,000

Payment of wages = -$315,000
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Payment of rent = -$40,000

Borrowing long-term debt = $200,000

Payment of cash dividends = -$15,000
Repurchase of treasury stock = -$40,000

Total cash flows = -$5,000

What is the total cash flow from investing activities?

A. -$325,000
B. -$280,000
C. -$310,000
D. -$55,000

Answer: B

Explanation:

The correct answer is B. -$280,000 . To determine cash flow from investing activities , include only cash flows related to the
acquisition and disposal of long-term assets and investments. In the transactions listed, the only investing activity is:

Property and equipment purchase = -$280,000

That makes total cash flow from investing activities -$280,000 . OpenStax states that the investing section of the statement of cash
flows relates to changes in long-term assets, and FASB's cash flow guidance classifies acquisitions of productive assets as investing
cash outflows.

The other listed itens belong to different sections. Sales, inventory purchases, wages, rent, and interest payments are generally
operating activities under U.S. GAAP. Borrowing long-term debt, paying dividends, and repurchasing treasury stock are financing
activities . Since none of those belong in mvesting activities, they should not be included in the mvesting subtotal. Therefore, the total
cash flow from investing activities is simply the cash paid for property and equipment, which is -$280,000 , making Option B the
correct answer.

NEW QUESTION # 46
Which events represent financial information recorded in the accounting system of a business?

A. Business events that have already occurred

B. Personal events of each business owner that are likely to occur in the future
C. Business events that are likely to occur in the future

D. Personal events of each business owner during a year

Answer: A

Explanation:

Accounting systers record business events that have already occurred , not events that may happen in the future and not the
personal activities of owners. This is why Option B is correct. In financial accounting, recorded information must be based on
identifiable, measurable, and supportable transactions or events, such as sales made, expenses incurred, assets purchased, liabilities
created, or cash received and paid. Accounting information is primarily historical in nature, which improves reliability and allows
users to evaluate what actually happened in the business.

Option A is incorrect because future business events are forecasts or estimates, not recorded transactions unless a present
accounting event already exists, such as an accrued expense. Options C and D are also incorrect because personal events of the
owners are not part of the business accounting records unless they directly affect the business entity, for example, owner investment
or owner withdrawals. Under the business entity concept, the business is accounted for separately from its owners. Therefore, only
completed business transactions and relevant economic events belonging to the business are recorded in the accounting system.

NEW QUESTION # 47
What is the impact on costs as sales volume decreases?

A. Total fixed costs will increase in direct proportion

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

Answer: D



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 items 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 # 48
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