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that you can strengthen the training for weak links. In this way, you can more confident for your success since you have improved
your ability.

WGU Financial Management VBC1 Sample Questions (Q65-Q70):

NEW QUESTION # 65
Considering the findamental relationships of the balance sheet, how can a company's assets increase without a corresponding rise in
liabilities?

A. The company could increase the amount of depreciation it recognizes.

B. The company could finance the assets by restructuring its long-term debt.
C. The company could finance the assets by increasing owners' equity.

D. The company could increase the amount of cash it pays out as dividends.

Answer: C

Explanation:

The balance sheet follows the basic accounting equation: Assets = Liabilities + Owners' Equity. This means that if assets increase,
the increase must be matched by either an increase in liabilities, an increase in owners' equity, or some combination of both.
Therefore, assets can rise without liabilities rising if the increase is financed through owners' equity. This might occur if the company
issues new stock, receives additional capital contributions from owners, or retains earnings instead of distributing them as dividends.
Choice A is incorrect because paying dividends reduces cash, which lowers assets and retained eamings. Choice B is also incorrect
because depreciation reduces the book value of assets over time rather than increasing them. Choice C is not the best answer
because restructuring long-term debt generally changes the form or timing of liabilities but does not explain an increase in assets
without liabilities increasing. From a financial statement analysis perspective, understanding this relationship is essential when
evaluating how a firm finances growth and how changes in the balance sheet affect leverage and ownership clainms. Therefore, D is
the correct answer because equity financing allows assets to increase without a matching increase in liabilities.

NEW QUESTION # 66
What is a primary benefit of maintaining inventory?

A. Increases the cash conversion cycle

B. Reduces a company's storage costs

C. Decreases the cost of goods sold

D. Allows companies to meet customer demand

Answer: D

Explanation:

A primary benefit of maintaining inventory is that it allows a company to meet customer demand promptly and consistently. Inventory
ensures that goods are available when customers want them, which supports sales, customer satisfaction, and competitive
performance. Without adequate inventory, firms face stockouts that may lead to lost sales, damaged customer relationships, and
reduced market share. Financial management recognizes that although inventory carries costs such as storage, insurance,
obsolescence, and tied-up capital, it also provides important operational and strategic benefits. Choice D is correct because
inventory exists largely to support uninterrupted operations and custorer service. Choice A is incorrect because increasing the cash
conversion cycle is generally a cost, not a benefit. Choice B is incorrect because simply holding inventory does not automatically
decrease cost of goods sold. Choice C is also incorrect because maintaining inventory usually increases, rather than reduces, storage
costs. Therefore, D is the correct answer because the main reason firms hold inventory is to ensure product availability and fulfill
customer demand in a timely manner while supporting stable operations.

NEW QUESTION # 67
‘What costs are considered part of an asset's initial investment?

A. Depreciation

B. Discounted salvage value
C. Delivery and installation
D. Market research

Answer: C



Explanation:

The initial investment for a capital project includes all costs required to acquire and prepare an asset for use. These costs typically
include purchase price, delivery, installation, testing, and any necessary setup expenses. Financial management texts clearly
distinguish these capitalized costs from expenses such as depreciation, which is an accounting allocation over time, and salvage value,
which is considered at the end of a project's life. Market research is usually treated as a separate operating or planning expense
unless directly attributable to asset acquisition. Option B correctly identifies delivery and installation as part of the initial investment.

NEW QUESTION # 68
Why is understanding exchange rate risk crucial for multinational corporations?

A. Because fluctuations in exchange rates can impact firm value

B. Because exchange rates are stable and enhance investment outcomes

C. Because multinational operations simplify the financial planning process

D. Because it allows companies to avoid the complexities of international operations

Answer: A

Explanation:

Understanding exchange rate risk is crucial because exchange-rate movements can change the value of a multinational corporation's
future cash flows, assets, liabilities, and reported earings. A firm may sell products abroad, import raw materials, repay foreign-
currency loans, or own subsidiaries in other countries. If exchange rates move unfavorably, the domestic-currency value of those
transactions can decline, reducing profitability and potentially lowering the overall value of the firm. Exchange rate risk affects both
operating decisions and financing decisions. For exanple, it can influence where a firm produces goods, which currency it borrows
i, how it prices exports, and whether it should hedge fiture receipts or payments. This makes exchange-rate analysis a central part
of nternational financial management, not a side issue. Choice A is incorrect because exchange rates are not stable. Choice C is
incorrect because understanding the risk does not eliminate the complexity of international operations. Choice D is also incorrect
because multinational business generally makes financial planning more difficult, not simpler. Therefore, B is correct because
exchange-rate fluctuations can materially affect shareholder value and the financial performance of multinational corporations.

NEW QUESTION # 69
What is the main responsibility of the Financial Industry Regulatory Authority (FINRA)?

A. Insuring investor deposits

B. Regulating the Federal Reserve

C. Overseeing the issuance of currency

D. Regulating brokerage firms 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.
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