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Our Financial- Management training prep can be applied to different groups of people. Whether you are trying this exam for the first
time or have experience, our Financial-Management learning materials are a good choice for you. Whether you are a student or an
employee, our Financial-Management exam questions can meet your needs. This is due to the fact that our Financial-Management
Learning Materials are very user-friendly and express complex information in easy-to-understand language. We assure you that once
you choose our Financial-Management practice materials, your learning process is very easy.

WGU Financial Management VBC1 Sample Questions (Q18-Q23):

NEW QUESTION # 18
What is a drawback of using the Gordon growth model for estimating the cost of common equity?

A. Tt emphasizes short-term financial performance.

B. It requires extensive market data analysis.

C. It applies only to companies with stable dividend policies.
D. It is too conplex for general use.

Answer: C

Explanation:
The Gordon growth model estimates the cost of common equity based on dividends, assuming dividends grow at a constant rate
indefinitely. While the model is simple and intuitive, its main drawback is that it can only be applied to firns that pay dividends and
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have stable, predictable growth rates. Many firms-especially young, high-growth, or technology companies-either do not pay
dividends or experience volatile growth, making the model inappropriate for them. Additionally, small changes in the growth rate
assumption can lead to large changes in estimated equity cost, increasing sensitivity and potential estimation error. Financial
management texts emphasize that while the Gordon growth model is useful for mature, dividend-paying firmns, it lacks flexibility
across industries and life-cycle stages. Option D correctly identifies this key limitation.

NEW QUESTION # 19

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

Answer: D

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 nust 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 # 20
What is the main responsibility of the Financial Industry Regulatory Authority (FINRA)?

A. Overseeing the issuance of currency

B. Insuring investor deposits

C. Regulating the Federal Reserve

D. Regulating brokerage firns and exchange markets

Answer: D

Explanation:

The Financial Industry Regulatory Authority (FINRA) is a self-regulatory organization responsible for overseeing brokerage firms
and registered securities representatives in the United States. Its primary mission is to protect investors and ensure market integrity
by enforcing rules governing ethical conduct, disclosure, trading practices, and licensing, FINRA operates under the oversight of the
Securities and Exchange Commission (SEC), creating a regulatory structure that combines federal authority with industry expertise.
Unlike the FDIC, FINRA does not insure deposits, and unlike the Federal Reserve, it does not manage monetary policy or issue
currency. Financial management texts emphasize FINRA's role in supervising broker-dealers, administering qualification exams, and
resolving disputes through arbitration and mediation. Option A correctly identifies FINRA's core responsibility.

NEW QUESTION # 21
Use Whole Pine Inc.'s financial statements for 20X3 below to answer the following question.



‘What is Whole Pine Inc.'stotal asset turnoverfor 20X3?

A 233
B. 0.50
C.1.25
D.2.50

Answer: C

Explanation:

Total asset turnover measures how efficiently a firm uses its assets to generate revenue. It is calculated as Sales + Total Assets. For
Whole Pine Inc., sales for 20X3 are $10,000 and total assets are $8,000.

Dividing $10,000 by $8,000 yields a total asset turnover of 1.25. This means the company generates

$1.25 in sales for every $1.00 invested in assets. Froma financial management perspective, this ratio is a key indicator of operating
efficiency and is commonly compared across firms within the same industry or across time. A higher turnover suggests more efficient
use of assets, while a lower turnover may indicate underutilized capacity or inefficient asset deployment. Asset turnover is also a
component of the DuPont analysis, linking operational efficiency to return on equity. Option B correctly reflects both the calculation
and interpretation consistent with standard financial analysis practice.

NEW QUESTION # 22
What is the dividend yield of a stock that pays annual dividends of $4 per share and has a current market price of $80?

A 5%

B.2.5%
C. 10%
D. 20%

Answer: A

Explanation:

Dividend yield measures the cash return an investor receives relative to the stock's current market price. It is calculated as Annual
Dividend + Market Price per Share. In this case, the dividend yield is

$4 + $80 = 0.05, or 5%. Dividend yield is a key valuation metric, particularly for income-oriented investors, as it indicates the
immediate cash return from holding the stock, excluding capital gains.

Financial managers monitor dividend yield to understand how dividend policy affects investor appeal and market valuation. Option B
correctly reflects this calculation and interpretation.

NEW QUESTION # 23
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