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WGU Financial Management VBC1 Sample Questions (Q30-Q35):

NEW QUESTION # 30
How does country risk affect global financial management decisions?

A. It only affects firms with domestic operations facing international competition.

B. It necessitates strategies to mitigate potential losses from instability or unfavorable policies.
C. It reduces the complexity of international investments.

D. It is typically considered irrelevant in financial planning since it is unpredictable.

Answer: B

Explanation:
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Country risk refers to the possibility that political, economic, legal, or social conditions in a foreign country will negatively affect a
firm's operations and cash flows. In global financial management, this risk directly influences nvestment appraisal, financing choices,
and risk management policies. For capital budgeting, higher country risk can lower expected cash flows (e.g., through capital
controls, expropriation risk, supply disruptions, or taxation changes) and/or increase the discount rate applied to foreign projects.
For financing, lenders and mnvestors demand higher returns in riskier jurisdictions, affecting borrowing costs and feasible capital
structures. Firms respond by using mitigation strategies such as diversification across countries, contractual protections, political risk
insurance, careful partner selection, staging investments, and hedging currency exposures when relevant. Country risk also drives
decisions about where to locate production, how to structure subsidiaries, and whether to denominate contracts and debt in local or
hard currencies. Because country conditions can materially change expected outcorres, it is a core planning input rather than
irrelevant or simplifying, making option A the correct statement.

NEW QUESTION # 31
Which type of security has voting rights associated with it?

A. Common stock
B. Preferred stock
C. Secured bond
D. Convertible note

Answer: A

Explanation:

Voting rights are a defining characteristic of common stock and represent ownership and control in a corporation. Holders of
common stock typically have the right to vote on key corporate matters such as electing the board of directors, approving major
mergers or acquisitions, and authorizing significant changes to corporate governance. These rights align with the role of shareholders
as residual claimants, meaning they receive what is left after all other obligations-such as debt and preferred dividends-are met.
Preferred stockholders usually do not have voting rights under normal conditions, as preferred stock is structured to resemble a
hybrid between debt and equity, emphasizing fixed dividend payments rather than control. Bondholders and holders of convertible
notes are creditors, not owners, and therefore have no voting power in corporate decisions. Froma financial management
perspective, voting rights are a key factor in ownership structure, agency relationships, and corporate governance.

Option D correctly identifies common stock as the security that carries voting rights.

NEW QUESTION # 32

A company is expected to pay a dividend of $2 next year, and dividends are expected to grow at 5% per year indefinitely. The
required rate of return on the company's stock is 10%.

What is the value of the stock using the Gordon growth model?

A. $40
B. $61
C. 815
D. $20

Answer: A

Explanation:

The Gordon growth model values a stock assuming dividends grow at a constant rate indefinitely. The formula is:

Stock Value =D# + (r # g),

where D# is the expected dividend next year, 1 is the required rate of return, and g is the growth rate.

Substituting the values:

$2 +(0.10# 0.05) = $2 + 0.05 = $40.

This model is widely used in valuation for mature companies with stable dividend growth. It highlights the sensitivity of stock value to
growth expectations and required returns. Option C correctly applies the Gordon growth model fornuila.

NEW QUESTION # 33
What is a benefit of a firm extending credit to customers in a competitive market?

e A Increased sales to non-cash buyers



¢ B. Decreased sales due to increased prices
o C. Immediate cash inflows from sales
e D. Reduced customer base due to credit terms

Answer: A

Explanation:

Extending credit allows firns to attract customers who are unable or unwilling to pay cash at the time of purchase. In competitive
markets, offering favorable credit terms can increase sales volume, improve customer relationships, and enhance market share.
While credit sales delay cash inflows and introduce default risk, they can generate higher revenues and profits if managed properly.
Financial management texts stress the importance of balancing increased sales against the costs of credit, including collection
expenses and bad debt losses. Option C correctly identifies the primary strategic benefit of extending credit in competitive
environments.

NEW QUESTION # 34

A financial analyst is trying to understand the return that shareholders of a stock receive through dividend payments. The analyst is
given the following information:

Company Information-Previous Year

* Revenue: $500,000

* Net Income: $50,000

* Change in Retained Earnings: $30,000

* Change in Total Assets: $40,000

What is the amount of dividends paid during the previous year to shareholders?

A. $20,000
B. $40,000
C. $50,000
D. $30,000

Answer: A

Explanation:

Dividends paid to shareholders can be determined by analyzing the relationship between net income and retained earnings. Net
income represents the total earnings generated during the period, while retained earnings show the portion of net income that is
reinvested in the company rather than distributed to shareholders. The basic relationship is:

Net Income = Dividends Paid + Increase in Retained Earnings.

In this case, net income is $50,000 and retained earnings increased by $30,000. Therefore, dividends paid must be the remaining
portion of earnings:

$50,000 # $30,000 = $20,000.

The change in total assets is not directly relevant for calculating dividends, as asset growth can be financed through retained earnings,
debt, or equity issuance. Froma financial management perspective, this calculation helps analysts assess dividend policy, payout
ratios, and the firm's balance between returning cash to shareholders and reinvesting in growth. Option A correctly identifies the
dividends paid based on standard accounting relationships used in financial statement analysis.

NEW QUESTION # 35
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