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Questions # 1:

A lender is evaluating the creditworthiness of a company that has high levels of operating
leverage. In determining the debt capacity of the company, the bank would MOST LIKELY
prefer a:

Options:

 A.

high total liabilities to total assets ratio.

 B.

high debt to tangible net worth ratio.

 C.

low long-term debt to capital ratio.

 D.

low times interest earned ratio.

Answer

C

Questions # 2:

An arrangement in which a borrower makes periodic payments to a separate custodial account
that is used to repay debt is known as a:

Options:

 A.

sinking fund

 B.

balloon payment

 C.
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mortgage

 D.

zero-coupon bond

Answer

A

Questions # 3:

In evaluating alternative capital investments, a company should consider qualitative factors
such as:

Options:

 A.

projected cash flows.

 B.

estimated economic returns.

 C.

corporate strategy.

 D.

estimated costs.

Answer

C

Questions # 4:

Company XYZ is now required to make electronic payments by its suppliers. To prevent an
increase in costs, the company shoulD.
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Options:

 A.

negotiate a change in payment timing with its suppliers.

 B.

institute a just-in-time inventory system.

 C.

negotiate a change in cash disbursement with its concentration bank.

 D.

institute a modified RSA system for its inventory.

Answer

A

Questions # 5:

Convertible securities consist of preferred stock anD.

Options:

 A.

treasury stock.

 B.

common stock.

 C.

bonds.

 D.

tracking stock.
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Answer

C

Questions # 6:

With respect to the Sarbanes-Oxley Act, a company may avoid additional reporting
requirements by:

Options:

 A.

issuing shares in an IPO.

 B.

providing an SSAE 16.

 C.

redeeming bond issues.

 D.

delisting its securities.

Answer

D

Questions # 7:

When estimating the cost of capital, which of the following financial resources would probably
NOT be included in the cost of capital calculation?

Options:

 A.

Common stock

 B.
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Long-term debt

 C.

Preferred stock

 D.

Short-term debt

Answer

D

Questions # 8:

Which of the following is NOT a key area to consider when establishing treasury policies?

Options:

 A.

Equity method investments accounting

 B.

Medium-term financing

 C.

Management reporting

 D.

Foreign currency management

Answer

A

Questions # 9:

A Chicago meat processor is concerned about the volatility of pork belly prices. Which of the
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following derivative products would be used to fix these prices within a given range?

Options:

 A.

Collar

 B.

Swap

 C.

Cap

 D.

Spot purchase

Answer

A

Questions # 10:

A large mature company with limited growth opportunities (positive NPV projects) achieved
abnormally high profits this year. After paying mandatory principal, interest, and taxes, the
company has $200 million in surplus cash on hand. Assuming its investor base is most
concerned with capital appreciation, which of the following is the BEST option for the
company?

Options:

 A.

Declare a special dividend.

 B.

Reinvest cash into the company.

 C.

Declare a cash dividend.
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 D.

Repurchase shares of outstanding stock.

Answer

D
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