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Questions # 1:

The controller is developing a financial plan that includes an operating budget and a financial
budget. Which of the following statements is true?

Options:

O A.

The financial budget is used to determine the operating activity level the company can
support.

O B.

The two budgets do not have any impact on each other.

O C.

The operating budget is developed to determine the staffing level needed for operations.
O D.

The financial budget is impacted by the company’s sources and uses of cash.

Answer

D

Questions # 2:

Loss exposures related to treasury management may include which of the following?

Options:

O A.

Excessive product recalls
O B.

PBGC violations

O C.

Deterioration of investment principal
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O D.

Bank consolidations

Answer

C

Questions # 3:

ABC Ltd. uses a third party lockbox provider to collect and clear its paper receivables. A
customer disputes the price charged for a binding machine and issues a check to ABC Ltd. for
50% of the balance due, noting “paid in full” on the face of the check. The third party provider
does not bring the check to ABC's attention prior to depositing it. Which regulation allows ABC
to attempt to collect the remaining balance?

Options:

O A.

UCC Article 2 - Clearing of Checks

O B.

Federal Reserve Regulation CC

O C.

UCC Article 3 - Negotiable Instruments

O D.

UCC Article 4 - Bank Deposits and Collections

Answer

Questions # 4:

What is the reserve-requirements provision of the Federal Reserve Act of 1913 known as?
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Options:

O A.
Regulation D
O B.
Regulation E
O C.
Regulation
O D.

Regulation Q

Answer

A

Questions # 5:

When company profits are high, what is the MOST LIKELY way management will prefer to
finance growth?

Options:

O A.

By borrowing funds

O B.

By retaining earnings

O C.

By investing in current assets
O D.

By issuing stock
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Answer

B

Questions # 6:

An institutional investor has purchased an investment that provides a fixed rate of return with
some potential for delays in payments. The return is 70% tax deductible for this particular
investor. What type of investment was MOST LIKELY purchased?

Options:

O A.

Common stock

O B.

Sinking fund debenture
O C.

Preferred stock

O D.

Bonds with warrants

Answer

C

Questions # 7:

What is this firm’s residual income?

Revenues: $110,000
Expenses (including COGS and all taxes): $87,000
Internal rate of return: 8.5%

Capital Investment: $55,000
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ROI: 8.0%

Cost of capital: 11%

Options:
O A.
$16,500
O B.
$16,950
O C.
$18,325
O D.

$18,600

Answer

B

Questions # 8:

BEA Company has determined its breakeven dollar amount for concentrating remote funds is
$550.00. BEA Company has a daily earnings rate of 6% and gains one day of accelerated
funds. If a wire costs BEA $35.00 dollars, what is the cost of an electronic funds transfer for
BEA Company?

Options:
O A.
$1.00

O B.
$2.00

O C.

$3.00
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O D.

$4.00

Answer

Questions # 9:

Which of the following options would be BEST suited for a firm that wishes to pay no premium?

Options:
O A.

Cap

O B.
Collar

O C.
Floor

O D.

Swaption

Answer

Questions # 10:

The board of directors announces an increase in its dividend from $0.11/share to $0.15/share.
Over the next two quarters, management notices that its investor base has shifted to include
a large percentage of pension funds and endowment funds. This is the result of:
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Options:

O A.

the clientele effect.

O B.

the ex-dividend date.

O C.

the dividend reinvestment plan.
O D.

dividend capture.

Answer

A

Questions # 11:

A company is looking to improve its collection rate of returned checks. If the company
implements re-presented check entry (RCK) with its bank, it might see a reduction in what
type of returned items?

Options:

O A.

Consumer payments less than $2,500
O B.

Corporate payments less than $2,500
O C.

Consumer payments more than $2,500
O D.

Corporate payments more than $2,500
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Answer

A

Questions # 12:

An analyst at XYZ Company was assigned with determining if the company should start to use
a lockbox provider for its retail payments. The analyst determined that the company’s annual
sales of $324,000,000 were recorded evenly throughout the year. The Company receives
30,000 checks annually. Total dollar-days float without the lockbox is $76,500,000 and the
annual opportunity cost is 5.5%; assume 30-day month. The industry’s average opportunity
cost is 6.0%. Using the information in the table, what would be the net effect of using the
lockbox?

With Lockbox

Batch Dollar Amount | Calendar Days of Float | Total Dollar-Days
with Lockbox

1 $4 500,000 3 §
Z $£13 500,000 1
3 $4.000,000 2
Total Deposits $£27,000,000
Options:

O A.

Net savings of $57,750

O B.

Net savings of $63,000

O C.

Net savings of $1,732,500
O D.

Net savings of $1,890,000

Answer
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Questions # 13:

EML Inc., which has $600 million in outstanding debt, is preparing to issue commercial paper
in excess of $100 million within the next six months. The new assistant treasurer has recently
spent time getting to know the issuing and paying agent, the rating agency analyst, and the
legal counsel, and has been following the financial markets. What is this is an example of?

Options:

O A.

Benchmarking with peers
O B.

External collaboration

O C.

Decentralized control

O D.

Risk transfer

Answer

B

Questions # 14:

One example of increased use of electronic payments for retail businesses to convert
customer checks to cash at the counter more quickly is:

Options:

O A.

BOC.

O B.
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POP.

o C.

ARC.

O D.

POD.

Answer

Questions # 15:

On June 1, a manufacturing company experienced a system failure that lasted more than 24
hours. The company did not have any contingency plans in place and as a result the cash
manager was unable to process the following payments: $25,000 to the p-card issuer,
$125,000 for weekly payroll, $500,000 for a bond interest payment, $260,000 for the weekly
vendor payments and $50,000 for the monthly utilities. The receivables were deposited at the
bank; however, the cash manager does not have a way to confirm the amounts. The suppliers
are threatening to stop shipments due to the delay in payment and the loss of supplier
shipments threatens the company’s just-in-time production. What did the manufacturing
company trigger as a result of the system failure?

Options:

O A.

Supplier risk

O B.

Default on the debt

O C.

Electronic security risk
O D.

Contingency business resumption plan failure
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Answer

B

Questions # 16:

Which of the following is a true statement about operating leverage?

Options:

O A.

The higher the company’s fixed costs are, the lower its operating leverage.
O B.

The higher the company's fixed costs are, the higher its operating leverage.
O C.

The lower the company's fixed costs are, the higher its operating leverage.
O D.

The higher the company's variable costs are, the higher its operating leverage.

Answer

Questions # 17:

A small regional bank is losing market share in fiduciary services and the CEO has decided to
scale back the trust department. Which of the following is considered a core service of a trust
department?

Options:

O A.

Paying agent for dividend and interest payments

O B.
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Monitoring compliance with audit procedures

O C.

Providing consulting services in debt origination
O D.

Processing drafts for collection.

Answer

Questions # 18:

Company ABC, with a current debt rating of BBB- from Standard & Poor’s, is nhegotiating a new
revolving credit agreement with its lenders. The company anticipates closing on a small
acquisition within a year of executing this new agreement and would like maximum flexibility
to determine its capital structure. The company is MOST concerned about the lenders’
inclusion of A.

Options:

O A.

ratings trigger.

O B.

growth rate covenant.

O C.

change in control covenant.

O D.

limit on internal financing.

Answer

A
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Questions # 109:

Usually, corporations receiving dividends from another corporation can exclude 70 percent of
dividend payments from income for tax purposes as long as the stock is owned for at least:
Options:

O A.

30 days.

O B.

45 days.

O C.

60 days.

O D.

90 days.

Answer

B

Questions # 20:

What is the premium (price) for an oil contract, if the following conditions are present?

LIBOR rate of 5%

Out of the money cost of $3
Strike price is $4

In the money price of $1

Speculative premium of $2

Options:

O A.
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$3

O B.
$5.25
O C.
$7

O D.

$7.35

Answer

C

Questions # 21:

A treasury manager at a multinational manufacturing corporation assigned a team of analysts
to re-engineer the company’s FX exposure management program. Which of the following
alternatives would BEST accomplish this objective?

Options:

O A.

Leading and lagging
O B.

Re-invoicing

O C.

Transfer pricing

O D.

Value dating

Answer

B
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Questions # 22:

Which of the following actions would the CFO of a Canadian multinational conglomerate MOST
LIKELY take to repatriate profits from its international subsidiaries?

Options:

O A.

Re-invoicing

O B.

Multilateral netting

O C.

Unbundle cash flows

O D.

Pooling

Answer

Questions # 23:

After several internal discussions about treasury management systems (TMSes), ABC
Company has determined that it has no need for customization but that it does want a backup
for high priority capabilities. The company wants to reduce its IT costs and resources but still
have IT support with in-depth knowledge of the solutions available. These parameters will
MOST LIKELY result in what kind of TMS?

Options:

O A.

An ERP module TMS

O B.

An integrated TMS
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O C.
A hosted ASP TMS
O D.

Development of its own TMS

Answer

C

Questions # 24:

Using a digital certificate when accessing a financial services provider is one way to reduce
what kind of risk?

Options:

O A.
Counterparty risk
O B.

Process risk

O C.
Reputational risk
O D.

Compliance risk

Answer

Questions # 25:

A company is experiencing the following long-term trend on a month-over-month basis:
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Sales are increasing by $100,000, a 15% increase.

Accounts receivable are increasing by $5,000, 2 1% increase.
Accounts payable are increasing by $20,000, 2 4% increase.
Lahor expenses are increasing by $40,000, a 3% increase.

With all other income, expenses, long-term assets and liabilities remaining stable, this trend
would MOST LIKELY prompt what action by the company?

Options:

O A.

Financing working capital requirements

O B.

Repaying short-term debt

O C.

Reducing labor costs

O D.

Factoring accounts receivable

Answer

B

Questions # 26:

Money market funds are able to obtain very competitive trading terms because:

Options:

O A.

there is no diversification.
O B.

of the economies of scale.

O C.
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invested funds are locked in for a specific period of time.
O D.

the investment manager only purchases high yielding instruments.

Answer

B

Questions # 27:

Equity section of Fisher, Inc. Financial Statement

Current ear Prior ear
Commaon Stock $1,705,000 $1,550,000
Preferred Stock $£200,000 $£150,000
Faid-in Capital $3.,740,000 $3,600,000
Retained Earnings $4 400,000 $3,800,000
$10,045,000 $5,100,000

« 100,000 shares outstanding as of the priar year

« 110,000 shares outstanding as of the current year

If an investor paid $1,400.00 (excluding fees) for 75 shares of common stock, what was the
market value of Fisher, Inc. at the time of purchase?

Options:

O A.

15.50

O B.

15.76

O C.

16.97

O D.

18.67
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Answer

D

Questions # 28:

Company XYZ is conservative when investing in their short-term portfolio. XYZ is looking to
add the following money market instruments in their own country: a reverse re-purchase
agreement, a floating-rate note, and a negotiable certificate of deposit. What types of
investment risks are associated with these instruments?

Options:

O A.

Credit and price risk

O B.

Liquidity and price risk

O C.

Default and liquidity risk

O D.

Default, liquidity and price risk

Answer

C

Questions # 29:

Which statement is true about credit unions?

Options:
O A.

They offer lending rates similar to other financial institutions.

Page 20 of 63



O B.

They are not-for-profit organizations.
O C.

Their deposits are insured by the FDIC.
O D.

They can only be chartered by state agencies.

Answer

B

Questions # 30:

Which of the following types of risk would an investor who does NOT receive payments on a
security under the original terms be subject to?

Options:

O A.

Price

O B.

Credit

O C.

Asset liquidity
O D.

Foreign exchange

Answer

Questions # 31:
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Company XYZ had the following sales over the last 5 years:

Year Sales

1 $200 million
2 $350 million
3 $565 million
4 $800 million
5 $1 billion

The company raised funds to invest in its operations. Considering the company’s growth, it is
interested in future options that will allow it to maintain its debt level and keep debt costs low.
The company is not concerned about changes to the working capital structure. Which security
did the company issue?

Options:

O A.

Unsecured bond

O B.

Bond with an equity kicker

O C.

Zero-coupon bond

O D.

Convertible security

Answer

B

Questions # 32:

Amalgamated Binding Consolidators takes 20 days to convert its raw materials to finished
goods, 5 days to sell it, and 15 days to collect its credit sales. What is the company’s days
receivable period?
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Options:
O A.

5 days

O B.

15 days
O C.

20 days
O D.

40 days

Answer

B

Questions # 33:

For ABC Company in the last fiscal year, the operating profit was $8,500,000, the tax rate was
33%, the total capital was $75,000,000, and the WACC was 9.7%. What was the EVA for ABC?

Options:

O A.
$(4,470,000)
O B.
$(1,580,000)
o C.
$1,225,000
O D.

$8,500,000
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Answer

B

Questions # 34:

Which of the following would be true for a company with high operating leverage?

Options:

O A.

Its cost of goods sold does not increase as revenues increase.

O B.

It has high variable costs per unit sold.

O C.

If revenues increase marginally, it can achieve a large percentage increase in profits.
O D.

Its semi-variable costs do not have a fixed cost component.

Answer

Questions # 35:

Simplifying upgrades and system restoration, access from multiple remote locations, and
interfacing with multiple applications are all reasons to:

Options:

O A.

replace workstations annually.

O B.
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use the internet.

O C.

use 128-bit encryption.
O D.

outsource IT.

Answer

Questions # 36:

Which of the following is generally NOT a benefit of financial risk management?

Options:

O A.

The likelihood of financial distress decreases

O B.

Greater predictability of future cash flows

O C.

The opportunity to take advantage of market inefficiencies
O D.

Enhanced borrowing advantage in credit markets

Answer

C

Questions # 37:

A U.S. financial institution expects to grow at an exponential rate to become one of the largest
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companies in the country. It wants to hire the best talent in the industry and is willing to pay
excessive compensation. In order to achieve the high growth, it is planning on charging hidden
fees on mortgages, credit cards etc. Further, it wants to engage in risky practices pertaining to
over-the-counter derivatives, asset-backed securities and hedge funds. The financial
institution has hired an outside law firm to determine if it is feasible to escape unwanted
regulation and oversight from various government entities. Which of the following regulations
prohibits the financial institution from engaging in the described practices?

Options:

O A.

Gramme-Leach-Bliley Act

O B.

The Dodd-Frank Act

O C.

Sarbanes-Oxley Act

O D.

USA Patriot Act

Answer

B

Questions # 38:

A cash manager is determining the threshold over which cash concentrations will be done by
wire. An ACH transaction costs $0.50. A wire costs $12.00. Funds are available 2 days quicker
by wire and the opportunity cost of funds is 5%. What threshold should the cash manager use?

Options:
O A.
$41,975
O B.

$43,800
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O C.
$83,942
O D.

$87,600

Answer

A

Questions # 39:

Which institution or accord was approved in 2009 to strengthen the regulatory capital
framework for banks by focusing on minimum capital requirements, supervisory review and
market discipline?

Options:
O A.
FINRA

O B.
Basel |

O C.
Basel Il
O D.

CAMELS

Answer

C

Questions # 40:

An individual has just inherited several million dollars and has decided to purchase the stock
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of a telecommunications company to diversify his portfolio. Before purchasing shares, he
would like to do some company-specific research to determine which company to select.
Examples of the information the individual wishes to obtain are financial statements and
disclosures, company organizational structure, code of conduct, pending litigation, and profiles
of the board of directors. Who would be the BEST person to contact to obtain all this
information?

Options:

O A.

Corporate Treasurer

O B.

General Counsel

O C.

Enterprise Risk Manager

O D.

Investor Relations Manager

Answer

D

Questions # 41:

The historic rate of return in the U.S. stock market is 8%. An investment portfolio has a mix of
equity investments consisting of 40% A-Corp stock, 30% K-Corp stock, 10% M-Corp stock and
20% W-Corp stock. The investment portfolio manager tends to buy and hold the equity
investment position for 3 years on average. To calculate the required rate of return for this
investment portfolio,
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Discount Hate 0.75%
Fed Funds Rate 0.25%
3-mo. Treasury Bill 0.10%
10-yr Treasury MNote a.30%
A0-yr Treasury Bond 4.80%

A-Corp heta 1.80
k-Corp beta 060
M-Corp heta 2.10
W-Corp beta 1.35

what rate from the table would be used as the risk-free rate?

Options:
O A.
0.10%

O B.
0.75%

O C.
3.30%

O D.

4.50%

Answer

A

Questions # 42:

XYZ Company is a publicly held manufacturing company that has decided to branch out into
the international market. Five million dollars is needed to set up management and hire the
factory workers, $2 million for various government certifications in order to begin business in
Poland, and $1 million for miscellaneous expenses. While looking for funding, XYZ found that
local banks in Poland were not willing to provide financing without which of the following?
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Options:

O A.

A Full Guarantee

O B.

A Comfort Letter

O C.

A Personal Guarantee from the CEO
O D.

A Certified Workers Compensation Policy

Answer

A

Questions # 43:

XYZ Company has a well established commercial paper (CP) program that they use to fund
operations. The company is expanding by purchasing a new factory. The CFO is worried about
the time and expense needed to issue long-term debt and decides to use the funds they raise
in the CP market to pay for the purchase of the factory. This strategy will be successful if:

Options:

O A.

an interest rate swap is used.

O B.

a credit default swap is employed.
O C.

a commodities future is purchased.
O D.

the yield curve remains upward sloping.
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Answer

D

Questions # 44:

The regional offices of ABC Company implemented a system that would allow the employees
to pass information between regions in a secure fashion. This system requires that all offices
have the same key in order to read messages sent electronically. Which e-commence security
type is MOST LIKELY being used?

Options:

O A.

Secure sockets layer

O B.

Layered authentication

O C.

Public key infrastructure

O D.

Shared secret key system

Answer

D

Questions # 45:

The Cash Manager of ABC Logistics, Inc. sets a daily cash position by noon. All departments
have been given an 11 a.m. cut-off for presenting wire requests and 2 p.m. for ACH requests.
A wire request came in at 3:30 p.m. to make an insurance premium payment, in order to
receive a discount. What liquidity reserve requirement is impacted?
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Options:

O A.
Regulatory

O B.
Transaction
O C.
Opportunistic
O D.

Precautionary

Answer

C

Questions # 46:

A portfolio manager purchases a floating rate mortgage backed security that would currently
provide a 4% yield to the company. Since mortgage rates have been fluctuating significantly
over the past month, the manager is thinking about entering into an interest rate swap to
hedge against the rate movements. Although the manager would remove most of the price
sensitivity of the asset by executing the swap, it would also lower the total yield on the
investment due to swap costs. What objective in the company investment policy is guiding the
portfolio manager’s decision?

Options:

O A.

Risk analysis

O B.

Risk/return trade off

O C.

Preservation of principal

O D.

Page 32 of 63



Performance measurement

Answer

B

Questions # 47:

RAL Capital, a lean global financial service provider with revenues of $8 billion, has 10 regional
offices located around the world. The RAL global trading groups are structured as profit
centers with each center having its own profitability targets. The group’s clients consist of
large multinational corporations and financial institutions that require the buying and selling of
large amounts of currency. The Treasurer is considering reorganizing his department into a
profit center. The group processes millions of transactions every year. What is a downside of
this scenario?

Options:

O A.

May become a viable candidate for downsizing or outsourcing.

O B.

Need to decentralize treasury operations in order to make a profit center more viable.
O C.

Substantial headcount is required to support a profit generation center.

O D.

Pressure to produce significant profits may lead to deferred losses and inefficient operations.

Answer

D

Questions # 48:

The Treasurer of PJB Company is in charge of implementing new treasury management
software. Without issuing any RFPs, the Treasurer hires a consulting company to install the

Page 33 of 63



software and program it to suit the company’s needs. The Treasurer is responsible for
approving the consultant’s invoices for payment. Through conversation, the CFO discovered
that the Treasurer’s relative is one of the partners at the consulting company. The Treasurer
was immediately terminated. What did the Treasurer MOST LIKELY violate?

Options:

O A.

The corporate code of conduct

O B.

Sarbanes-Oxley controls

O C.

The Uniform Commercial Code

O D.

Treasury operations procedures

Answer

A

Questions # 49:

XYZ Company experienced a substantial monetary loss due to over exposure to one particular
sector of the stock market. The Treasurer had invested in companies tied to five different
sectors, but violated the company investment policy by exceeding a 10% limit for any sector.
In developing its investment policy, what should XYZ Company have considered to prevent
this scenario?

Options:

O A.

Segregation of duties

O B.

Exception management

O C.
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Internal and external controls

O D.

Diversification of investments

Answer

C

Questions # 50:

Based on the following information, how much money will XYZ Company owe the bank for
monthly service charges after the earnings credit is applied?

Average Ledger Balance $500,000
Deposit Float$10,000

Reserve Requirement10%
Earnings Credit Rate5%

Monthly Service Charges$5,000

Days in month30

Options:
O A.

$0

O B.
$68.49
o C.
$436.99
O D.

$561.64
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Answer

A

Questions # 51:

Economists are forecasting a rise in gas prices within the next 3 months. Charged with the
task of establishing a risk mitigation approach for the company, the CRO has determined that
the company has considerable exposure to fluctuations in gas prices. In coming to this
conclusion, the CRO:

Options:

O A.

assessed financial derivatives.

O B.

made a qualitative assessment.

O C.

examined basic operating procedures.
O D.

made a quantitative assessment.

Answer

D

Questions # 52:

QRT Corporation uses exponential smoothing in its cash flow forecasting model. Five days are
used to calculate the moving average forecast.
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Five Day Period Cash Flow
Day | Actual Cash Moving Exponential

Average Smoothing
Forecast Forecast

1 $2,000,000

2 $1,750,000

3 $2,250,000

4 $2,000,000

5 $1,900,000

B $2.100,000 | $1,980,000

[ $2,000,000 ?

Maoving Average M=5

Alpha Smoothing = 0.6

If the value of the smoothing constant is .60, what is the exponential smoothing forecast for
day 77

Options:

O A.

$2,000,000

O B.

$2,052,000

O C.

$2,060,000

O D.

$2,400,000

Answer

B

Questions # 53:
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A merchant has a chargeback rate of 0.03% on average daily sales of $200,000. After
switching to a new merchant acquirer that is a bank, the merchant sees the rate increase to
0.05% or $10,000. The merchant’s analysis reveals that the bank maintains its data
warehouse in another country where the system network is routinely hacked. What act or
standard is being violated?

Options:

O A.

Bank Secrecy Act

O B.

Foreign Corrupt Practices Act

O C.

Money Laundering Control Act

O D.

Payment Card Industry Data Security Standard

Answer

D

Questions # 54:

XYZ Company is a fairly new and high growth company funded by venture capital. Which of
the following performance measures is it MOST LIKELY to use?

Options:

O A.

Economic value added
O B.

Net present value

O C.
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Residual income

O D.

Free cash flow

Answer

D

Questions # 55:

XYZ Company is a U.S. based company that has just issued some euro-denominated bonds in
London. The bonds have a duration of 10 years at a rate of 3.5% with a par value of EUR 50
million. An FX swap contract was created on the date of the issuance in EUR/USD, with a spot
rate of 1.2908 and a forward rate of 1.1102. This bond is subject to what type of risk?
Options:

O A.

Interest rate

O B.

Currency

O C.

Floating rate

O D.

Duration

Answer

A

Questions # 56:

USA Tires, LLC is a U.S. company that manufactures a high performance tire. It has $500
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million in annual domestic sales. Customer A is located 50 miles from the USA Tires
warehouse. Customer A orders 1,000 high performance tires per month at a price of $50 per
tire. It has credit terms of 30 days. Customer B is located 40 miles from the USA Tires
warehouse. Customer B orders 1,000 high performance tires per month at a price of $60 per
tire. Customer B has credit terms of 20 days. Which legislation is being violated in the
scenario?

Options:

O A.

Glass-Steagall Act (1933)

O B.

Robinson-Patman Act (1936)

O C.

Fair Credit Billing Act (1975)

O D.

Fair Debt Collection Practices Act (1978)

Answer

B

Questions # 57:

The Treasury Manager of a chain of department stores wants to develop a medium-term
forecast. Management plans to open two new stores, and anticipates same-store sales to
increase by 15%. Which of the following items can be predicted with the highest degree of
certainty?

Options:

O A.

Taxes on stock options
O B.

New product sales
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O C.
Fixed bond interest payment
O D.

Refranchising proceeds

Answer

C

Questions # 58:

During a company’s cash flow analysis review it discovers that for every 10 new customers it
gains, there is an increase of 2% in its float costs associated with the payment methods it
offers. If the company pursues faster collection methods for payments, resulting in greater
availability of surplus cash with a correlating decrease in the need to issue commercial paper,
what risk will the company mitigate?

Options:

O A.
Settlement

O B.
Disbursement
O C.

Liquidity

O D.

Float

Answer

Questions # 59:
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The Treasury Analyst at an investment firm has entered the company into a repurchase
agreement with a counterparty at the direction of the Treasury Manager. The compliance
office has determined that the trade was done in violation of the company investment policy.
The Treasury Manager has the power to approve the execution of trades; however, the
Treasury Analyst was not a designated trader on behalf of the firm. Which area of the
investment policy was violated by the Treasury Analyst?

Options:

O A.

Segregation of duties

O B.

Delegation of authority

O C.

Exception management

O D.

Roles and responsibilities

Answer

Questions # 60:

The Treasurer for XYZ Manufacturing, Inc. recently exchanged a portion of its euro holdings
into U.S. dollars to purchase gas futures contracts. This was done in anticipation of an
assumed rise in gas prices due to the continued weakening of the U.S. dollar. Which of the
following types of risk is being mitigated?

Options:

O A.

Sovereign

O B.
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Operational

O C.

Commodity price
O D.

Foreign exchange

Answer

Questions # 61:

PFA Corporation has used regression analysis based on historical data to determine the
estimated portion of dollars of checks issued that will clear on any given business day.

PFA Check Clearing Distribution Forecast

Day % Dollars Cleared

1 15

y, 45

3 25

4 ?

5 $7.500

If PFA issued $150,000 in checks and $7,500 worth of checks cleared on day 5, what value of
checks will be estimated to clear on day 4?

Options:

O A.

$7,500

O B.

$15,000

O C.
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$22,500
O D.

$30,000

Answer

B

Questions # 62:

The Treasurer at Worldwide Industries is concerned that its retail lockbox provider, Bank A, is
not PCI DSS-compliant. Bank A processes 500,000 checks per month for Worldwide Industries.
Worldwide Industries uses a third-party provider, Pay Point, for their credit card payments and
funds are wired daily to Worldwide’s depository account at Bank A. What should the Treasurer
do?

Options:

O A.

Take no action as Bank A would not be required to be PCI DSS-compliant.

O B.

Issue an RFP and search for a lockbox provider that is PCI DSS-compliant.

O C.

Stop accepting credit card payments since Bank A is not PCI DSS-compliant.

O D.

Notify all customers that pay by credit card that Bank A is not PCI DSS-compliant.

Answer

A

Questions # 63:
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Company XYZ offers a retirement plan wherein the value of the plan’s assets and liabilities is
measured separately. The plan’s funding and valuation can have a significant impact on the
financial condition of the company. Company ABC offers a retirement plan wherein the amount
owed to the participants at retirement is based solely on the account balance at the time of
withdrawal with participants often bearing the responsibility for managing the investments in
their account. Which of the following BEST describes the above two retirement plans and
which act governs them?

Options:

O A.

403(b) and defined contribution plan; ERISA

O B.

Defined benefit plan and defined contribution plan; ERISA

O C.

Qualified and non-qualified plan; Pension Protection Act

O D.

Defined benefit plan and defined contribution plan; Pension Protection Act

Answer

B

Questions # 64:

A company has grown quickly in the euro zone market. It wants to maximize its excess cash.
Which would be the BEST method of concentrating funds?

Options:

O A.

Bank Overlay

O B.

Notional Pooling

O C.
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Physical Pooling
O D.

Scheduled Transfer

Answer

C

Questions # 65:

XYZ Company has incurred a financially devastating event because of a hurricane at its
offshore manufacturing plant. Due to the impact on liquidity, the company may not be able to
survive. What should the Treasurer have done in order to assess the risk associated with this
type of event?

Options:

O A.

Purchase sufficient insurance

O B.

Negotiate back-up lines of credit

O C.

Develop a contingency funding plan

O D.

Evaluate financial derivatives contract

Answer

C

Questions # 66:

The Treasurer at ABC Company currently uses an in-house company-processing lockbox
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center. The Treasurer has asked for an analysis to determine the major advantage of using a
traditional check/mail-based lockbox system. ABC receives 287,000 payments per month and
hired seven additional staff members to process the payments in-house. Additionally,
$389,000 was invested in the equipment used to process the payments and NSF checks have
decreased 7% since using the in-house center. The equipment’s current market value is equal
to its book value. What major advantage should the analysis indicate?

Options:

O A.

Net income will improve.

O B.

Availability float will be reduced.

O C.

The equipment can be sold at no loss.

O D.

NSF checks will continue to decrease.

Answer

B

Questions # 67:

A newly hired Treasurer must establish the organizational structure of the treasury
department for ABC Corporation which is a publicly traded multinational organization with
sales offices in over 50 countries. There are limited opportunities for trading and hedging
activity. The first challenge is to identify the most appropriate structure for the treasury group
that will provide control, visibility, economies of scale, and lower operating expenses. What
structure should be chosen?

Options:
O A.
Centralized Cost Center

O B.
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Outsourced Cost Center
O C.

Regionalized Profit Center
O D.

Decentralized Profit Center

Answer

Questions # 68:

ABC Company’s Treasury department outsourced its overnight investment duties to XYZ
Money Management. XYZ placed the funds received from ABC into corporate commercial
paper, which has recently gone into default after numerous ratings downgrades. The
investment policy of ABC Company states that all investments must be in investment grade
commercial paper; however, the agreement gives XYZ the ability to make exceptions with the
approval of the Treasurer of ABC Company. The Treasurer was never notified of the ratings
downgrades. What role or responsibility, if any, was violated with regards to the investment
policy?

Options:

O A.

Exposure horizon monitoring

O B.

Valuation of investment vehicles

O C.

Policy approvals and exception management

O D.

No violation occurred
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Answer

C

Questions # 69:

Over the past 3 years XYZ Company has expanded into multiple countries and significantly
grown its banking relationships. The company now incurs significant expenses related to
payment transaction costs and maintaining multiple bank connections. What should the
company use to combat these rising costs?

Options:

O A.

SWIFT network
O B.

ACH network
O C.

CHIPS network
O D.

Treasury workstation

Answer

A

Questions # 70:

The Treasury Manager is forecasting sales based on historical data. It was observed that sales
decreased sharply in December last year, normally a high sales volume period. Further
investigation indicated that a severe winter storm was experienced across the Southeastern
United States. How should this event be classified in the forecast when considering the sales
trends?
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Options:

O A.

Random movement
O B.

Stationary series

O C.

Cyclical pattern

O D.

Seasonal pattern

Answer

A

Questions # 71:

Company ABC is a restaurant chain that has enjoyed a surge in customers’ dining with not
much of a profitability increase in the last couple of years. Following a bad restaurant review,
customer traffic deteriorated with not much change in profitability. Which of the following
BEST describes the cost structure of the company?

Options:

O A.

Low variable costs

O B.

Economies of scale

O C.

Low financial leverage
O D.

Low operating leverage
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Answer

D

Questions # 72:

XYZ Corporation uses ABC Bank for their lending and treasury management. In addition, the
bank serves as bond trustee for XYZ Corp. If XYZ Corp. becomes distressed, this relationship
could create a conflict of interest for the financial institution. What barrier prevents a financial
institution from sharing confidential information between divisions?

Options:

O A.

Chinese wall

O B.

Counterparty risk

O C.

Non-disclosure agreement

O D.

Sarbanes-Oxley controls

Answer

A

Questions # 73:

Which of the following techniques would MOST accurately predict a company's daily cash
position?

Options:

O A.

Page 51 of 63



Receipts and disbursements forecasting
O B.

Moving averages

O C.

Net income averaging

O D.

Capital budgeting

Answer

A

Questions # 74:

On the basis of the information above, what level of net collected balances is necessary to
compensate a bank for $1.00 worth of services?

Earnings credit rate: 2.50%
Feserve requirement: 10%
Month: December
Year: J65 days

Options:
O A.
$126
O B.
$154
O C.
$157
O D.

$159
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Answer

B

Questions # 75:

Owners of a privately-held company have decided to sell the business, but are receiving offers
dramatically lower than what the firm is worth (as estimated by the owners). Which of the
following options is the BEST way for management to establish the true value of their
company?

Options:

O A.

Issue stock to the public through an IPO.

O B.

Increase the dividend payout ratio.

O C.

Repurchase shares to elevate stock price.

O D.

Alter the capital structure by issuing more debt.

Answer

A

Questions # 76:

In a large company, the financial planning function typically falls directly under the
responsibility of the:

Options:

O A.
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treasurer.

O B.

controller.

O C.

chief executive officer.

O D.

chief internal auditor.

Answer

B

Questions # 77:

A large multinational company with multiple autonomous operational entities is MOST LIKELY
to operate.

Options:

O A.

a decentralized treasury structure.
O B.

a shared service center.

O C.

a centralized treasury structure.

O D.

an in-house bank.

Answer

A
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Questions # 78:

ABC Company has recently moved away from paper-based invoicing systems and has begun
implementing e-commerce solutions. Realizing that its e-commerce implementation may have
a negative impact on the float of its trading partners, ABC can do which of the following to
help address this concern?

Options:

O A.

Change the payment discount terms for the trading partners.

O B.

Allow the trading partners to use the company's e-commerce solution.

O C.

Negotiate larger order quantities from the trading partners.

O D.

Agree to a uniform data transfer protocol for all trading partners.

Answer

A

Questions # 79:

Contingency plans often focus on the business supply chain, ensuring that customer service is
maintained. The financial supply chain, which is equally critical to the plan, should address:

Options:

O A.

supplier linkages.
O B.

purchasing systems.
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O C.
working capital management.
O D.

production resources.

Answer

C

Questions # 80:

Which of the following is a regulation that is having a major impact on the treasury profession?

Options:

O A.
Gramm-Leach-Bliley Act
O B.

Monetary Control Act

O C.

Patriot Act

O D.

Glass-Steagall Act

Answer

Questions # 81.:

Which of the following services allows a single account to be used by a company with multiple
units?
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Options:

O A.

Payor bank services
O B.

Check inquiry

O C.

Positive pay

O D.

High-order prefix

Answer

D

Questions # 82:

All of the following bank products and services can simplify the preparation of the daily cash
position EXCEPT:

Options:

O A.

ACH concentration.
O B.

balance reporting.
O C.

account analysis.
O D.

controlled disbursement.
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Answer

C

Questions # 83:

LLZ Company manufacturers metal detectors in California at a cost of $9 per unit. The most
expensive component to make is the sensor which goes in the finished product. The cost is $5
per sensor. Last month LLZ acquired a company in Mexico that makes the sensors for $1 per
sensor. LLZ plans to move all sensor manufacturing operations to the factory in Mexico. What
is the movement of this cost saving process called?

Options:

O A.
Reengineering
O B.
Offshoring

O C.
Rationalizing
O D.

Outsourcing

Answer

Questions # 84:

The cash manager for a company is creating a list of transactions that should be considered
when determining the daily projected closing cash position. Which of the following
transactions should be removed from the list?

Options:

O A.
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Controlled disbursement totals

O B.

Estimates of non-controlled disbursement account clearings
O C.

Expected settlements in collection (lockbox)

O D.

Future-dated wire transfers and disbursements

Answer

D

Questions # 85:

Which of the following is true about disbursement ZBAs?

Options:

O A.

Their funding requirements are known early in the day.
O B.

They are funded by intra-bank transfer.

O C.

They are pre-funded from a master account.

O D.

They are not recommended in a decentralized environment.

Answer
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Questions # 86:

Which of the following would MOST directly affect a company’s dividend policy?

Options:

O A.

Cost of capital

O B.

The clientele effect
O C.

A loan covenant

O D.

Stock price

Answer

Questions # 87:

If the spot foreign exchange rate and the forward foreign exchange rate are the same
between two countries, which of the following is implied?

Options:

O A.

The currency is at a discount to par.
O B.

The currency is at a premium to par.
O C.

There is an interest rate differential between the two countries equalizing the rates.
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O D.

The interest rate structure between the two countries is the same.

Answer

D

Questions # 88:

Traditionally the primary source of operating risk in the area of external theft or malfeasance
has been related to:

Options:

O A.

the disposition of excess inventories.

O B.

the sale of idle or obsolete fixed assets.

O C.

the payment of false invoices or check fraud.

O D.

the receipt of unrecorded customer payments.

Answer

C

Questions # 89:

A firm’s air conditioning unit breaks down unexpectedly and must be replaced immediately.
What type of liquidity requirement is this an example of?
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Options:

O A.
Transaction
O B.
Precautionary
O C.
Speculative
O D.

Opportunity

Answer

B
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