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NEW QUESTION # 25
Which overhead cost is associated with batch-level activities?

A. Product engineering wages
B. Machine setups

C. Factory insurance

D. Property taxes

Answer: B

Explanation:

The correct answer is B. Machine setups . In activity-based costing , batch-level activities are performed each time a batch of goods
is processed, regardless of how many units are in that batch. A classic example is the machine setup required before production of a
batch can begin. ABC materials commonly identify setup costs as batch-level because the activity occurs per batch rather than per
individual unit.

Option A, property taxes , and Option C, factory insurance , are usually considered facility-level or organization-sustaining overhead
because they support the factory as a whole rather than a specific batch.

Option D, product engineering wages , is more closely related to product-level activities , since engineering work often supports a
particular product line rather than each batch run. Batch-level costs increase with the number of production batches, not necessarily
with the number of units produced. Since machine setups are incurred each time a batch is started, they are the standard example of
a batch-level overhead cost. Therefore, Option B is the correct answer.

NEW QUESTION # 26
‘Which events represent financial information recorded in the accounting system of a business?

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

C. Business events that have already occurred

D. Personal events of each business owner during a year

Answer: C

Explanation:

Accounting systerms 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 mvestment
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 # 27

A company manufactures and sells widgets. The following information is available:
* Total fixed costs per month are $300,000

* The variable cost per widget is $50

* Each widget sells for $100

How many widgets does the company need to sell each month to break even?

A. 4,500
B. 3,000
C. 2,000
D. 6,000

Answer: D

Explanation:



The correct answer is D. 6,000 . This is a standard cost-volume-profit (CVP) and break-even question. The break-even point in
units is calculated by dividing total fixed costs by the contribution margin per unit .

First, compute contribution margin per widget:

Contribution margin per unit = Selling price - Variable cost

=$100 - $50 =$50

Now apply the break-even formula:

Break-even units = Fixed costs / Contribution margin per unit

= $300,000 / $50 = 6,000 widgets

This means the company must sell 6,000 widgets each month to generate enough contribution margin to cover all fixed costs. At that
point, profit is zero, which is exactly what break-even means. If it sells more than

6,000 units, it earns a profit. If'it sells fewer than 6,000, it incurs a loss.

The other choices are incorrect because they do not fully cover the fixed-cost amount using the $50 contribution margin per unit.
Therefore, the correct break-even sales volume is 6,000 widgets , which makes Option D correct.

NEW QUESTION # 28

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?

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

Answer: A

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 # 29
What does it mean if a company has a debt ratio of 101.5%?

A. The company has 1.5% more total liabilities than net income
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 total assets

Answer: D



NEW QUESTION # 30
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