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NEW QUESTION # 12 
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. 0.50
B. 2.50
C. 1.25
D. 2.33

Answer: C

https://www.prepawaypdf.com/WGU/Financial-Management-practice-exam-dumps.html
https://www.practicevce.com/WGU/Financial-Management-practice-exam-dumps.html
https://www.dumpsfree.com/Financial-Management-valid-exam.html
https://www.easy4engine.com/Financial-Management-test-engine.html


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. From a 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 # 13 
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. $15
C. $61
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, r 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 formula.

NEW QUESTION # 14 
Which ratio measures a company's ability to convert its receivables into cash?

A. Current ratio
B. Working capital ratio
C. Receivables turnover
D. Inventory turnover

Answer: C

Explanation:
Receivables turnover measures how efficiently a firm collects cash from its credit customers. It is calculated as Credit Sales ÷
Average Accounts Receivable and indicates how many times receivables are collected during the period. A higher receivables
turnover ratio suggests faster collection, improved liquidity, and lower risk of bad debts. Effective receivables management reduces
the firm's need for external financing and supports smoother cash flows. Financial managers closely monitor this ratio to evaluate
credit policies and collection efficiency. Option B correctly identifies the ratio designed specifically to assess receivables conversion
into cash.

NEW QUESTION # 15 
How does asset tangibility affect a company's capital structure?

A. By influencing the company's dividend payout ratio
B. By influencing the company's ability to secure debt financing
C. By influencing the company's decision to enter new markets
D. By influencing the company's ability to issue convertible bonds

Answer: B



Explanation:
Asset tangibility directly affects a firm's ability to obtain debt financing because lenders prefer collateral-backed loans. Firms with
higher tangible assets face lower borrowing constraints and typically carry higher leverage. This relationship is well documented in
capital structure research and financial management textbooks. Tangible assets reduce credit risk and expected losses in default,
allowing firms to raise debt more easily and at lower cost. Option B correctly captures this core capital structure relationship.

NEW QUESTION # 16 
A stock has a dividend per share of $5 and is expected to grow at a constant rate of 3% indefinitely. The required rate of return is
9%.
What is the value of the stock?

A. $85.83
B. $171.67
C. $57.22
D. $100.50

Answer: A

Explanation:
This question applies the Gordon growth (constant growth dividend discount) model, which values a stock as the present value of an
infinite stream of dividends growing at a constant rate. The model assumes that dividends grow steadily and that the required rate of
return exceeds the growth rate, ensuring a finite value. The formula is:
Stock Value = D# ÷ (r # g),
where D# is the dividend expected next year, r is the required rate of return, and g is the growth rate. If the current dividend is $5,
the next dividend equals $5 × (1 + 0.03) = $5.15. Substituting into the formula gives:
$5.15 ÷ (0.09 # 0.03) = $5.15 ÷ 0.06 = $85.83.
This valuation approach is commonly used for mature firms with stable dividend policies and predictable growth. Financial managers
and analysts rely on this model to estimate intrinsic stock value and assess whether a stock is overvalued or undervalued relative to
its market price.
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