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Exam

What |5 included in the Income Statement and NOT in the Statement of Cash Flows? -
Depreciation Expense

Computation of Net Income:

A co, sobd produects in 20014 for 5120k and collected 5100k cash and remainder in 2005, Co,
incurred $70k expenses for 2004 and paid 3100k which included 530K for expenses
incureed in 2003 What i net income for 20047 - Computation of Net Income [R-E=NI]
50,000

et Income = $120k - 570k = $50k, or

Revenues - Expenses Inourred = Net Income

Retained Earning Statement:

The beginning retrained earnings on 1/14,/14 is 325k, The M1 for 2014 15 350k and the

lend payout ratio is 25% of KL, What are retained earnings on 127317147 - Retained
g Statement:

562,500

Retained earnings onl2/31/14 =

525k + 350k - ((25x550K) = $52,500

Retained Earnings

Firm reportesd RE of 33040 in 12/31/12, For 12/31/13 firm reports RE of $400 and pays
dividends of 325 What is N1 in 20137 - Retained Exrnings

Answer $125

Logic is $300 from 3400 §5 3100 plus the 525 dividend totals out te $125.

Fdh + NI - 25 =400: KI=125, 50

I+ 125-25=400

Balance Sheet

Basic equation for the Balance Sheet Is7 + Halance Sheet:

Equity = Assets - Liabilities, or [t can alse b seen as

Assets = Liabilities » Equity

Investment: Simiple Interest:

An investment of $10k made today at 8% simpde Interest for 3 ves and 9 mo. will vieli in
principle and interest of? - lntérest: Simple Intérest

S13.000

Principal + lnterest = $T0,000 » {10k x 08x3.75) = $13k

Investment returns:
A stock will be worth $36 at EDY and will pay dividend of $2.25,

B 82 Financial-ManagementiB € B HE L . e DA H COHBCHEBR TH 3 L 2t T 2atiFE 2 G ¥
ZUERSHY £ 7. FinancialManagement2 BB AT 2 L. B EALRHBELL T A MCEAKL 3. ALk
5 O Financia-Management# EH ## l& . MOAKREL Yy M RKEFDHIDT. TA M HEVEHRT 2 £ 20
TENELIHY £+ A . Financial Managementffi B = > > D A Y v b AL E S 5 AT 3123 B O
Z 8.

%4+ WGU® Financial- Management 4 4 K 2« BEORBRL & ERTOANROBERICET T, BEL ST
EEHET-oTEY . METBLUEHSIN T £ ¥, FinanciakManagementzR BRI & 0. YEskE S h &4
RSN E L. COYT7 MY 2T, SESE2HEC¥EE L VHOHIBRE 28 T, 2BER 5
#L £ 7. FinanciakManagement7 A b bL > DY 7 b7z 71k, &igtL K — MEREZ R L . AT &
VY 7RO THHUT 2D S £ §. Financial-Managementid BERED C O N —2 a Y #fFHT 2 & &
BB ABT2IENTEET,

>> Financial-ManagementH A& GERR 4 > 7" v <<

Financial-Managementi® € 7 X @ v /A — & Financial-Management 5 #% %

H55

WGU® WGU Financial Managenment VBC14 4 FRR CRBIIC A TE 2 0HER . 2BBEShET. 7747
Y b DAERRBAAE & A * v > 3 €— & /2 & Financiak ManagementiABEO REH A I 7D A2 Y —> v ay b %


https://www.goshiken.com/WGU/Financial-Management-mondaishu.html
https://www.jpexam.com/Financial-Management_exam.html
https://www.jptestking.com/Financial-Management-exam.html

REL 2FE, TSI 747V EBEL EF. HORLOFIHEIEE CBHHE T . Financiak Managementsk
BB Dw» TIPTestKingZ 74 7> PCRIERRELNH 2565 A—VEEETI2n. Av 74> TEML
EbEEEVw, TEZLRURLS /747 FOMBECEREL THIRL 7.

WGU Financial Management VBC1 32 % Financial-Management &4 5% [ &2
(Q57-Q62):

HE #57
Ratios for Freedom Rock Bicycles are shown below, along with industry average ratios.

‘What are appropriate recommendations for Freedom Rock Bicycles based on this analysis?

A. To increase production expenses and invest in more assets

B. To reduce non-production expenses and evaluate the company's fixed costs

C. To maintain current operating expenses and reduce asset levels to be in line with the industry
D. To focus solely on increasing gross margins to match industry levels

Ef#: B

A :

The data show that Freedom Rock Bicycles has gross margins comparable to or slightly above the industry but significantly lower
operating margins. This indicates that the problem is not production efficiency or cost of goods sold, but rather operating expenses
such as selling, general, and administrative costs or fixed overhead. Additionally, asset turnover is roughly in line with industry
averages, suggesting that asset utilization is not the primary issue. Froma financial management perspective, when gross margin is
healthy but operating margin lags, the logical focus is on controlling non-production costs and evaluating fixed cost structures.
Reducing unnecessary overhead, improving operating efficiency, or restructuring fixed expenses can directly improve operating
margin and overall profitability. Option C best reflects this targeted, ratio-driven recommendation. The other options either
misdiagnose the problem or focus on areas already performing adequately relative to peers.

B #58
What does the DuPont equation decompose return on equity (ROE) into?

A. Gross margin, fixed asset turnover, and current ratio

B. Operating margin, current asset turnover, and debt ratio
C. Pre-tax profit margin, total liabilities, and quick ratio

D. Net margin, total asset turnover, and debt-to-equity ratio

Ef#: D

fiR .-

The DuPont equation breaks return on equity (ROE) into three key components to show how profitability, efficiency, and leverage
nteract to drive shareholder returns. The classic three-step DuPont formula expresses ROE as:

ROE = Net Profit Margin x Total Asset Turnover X Equity Multiplier (or leverage measure).

Net profit margin reflects operating and cost efficiency, total asset turnover measures how effectively assets generate sales, and the
equity multiplier (closely related to the debt-to-equity ratio) captures the impact of financial leverage. This decomposition allows
analysts and managers to identify whether changes in ROE are driven by margins, asset utilization, or financing decisions. Option D
correctly aligns with this framework by identifying net margin and asset turnover along with a leverage measure (debt-to-equity). The
other options include ratios not used in the DuPont framework or omit a critical component. The DuPont analysis is widely used in
financial management to diagnose performance issues and guide strategic improvements.

HH #59
What is a benefit of a firm extending credit to customers in a competitive market?

A. Immediate cash inflows firom sales

B. Reduced customer base due to credit terns
C. Increased sales to non-cash buyers

D. Decreased sales due to increased prices

IEf: C


https://www.japancert.com/Financial-Management.html

fEERA -

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.

HM #60
According to the capital asset pricing model (CAPM), how is a stock with a beta of 1.0 expected to performrelative to the market?

A. Tt will underperform the market.

B. It will outperform the market.

C. It will perform opposite of the market.
D. It will perform in line with the market.

Ef#: D

A -

A beta of 1.0 indicates that a stock has the same level of systematic risk as the market portfolio. Under CAPM assunptions, such a
stock is expected to move proportionally with the market-rising and falling by similar percentages in response to market-wide
changes. Consequently, its expected return equals the market return. This does not inmply identical realized performance in every
period, but rather equivalence in expected risk-adjusted performance over time. Financial managers use this benchmark to classify
stocks as aggressive (beta > 1), defensive (beta < 1), or market-matching (beta =

1). Option B correctly reflects this CAPM interpretation.

H #61
What is the bid-ask spread?

A. The difference between the price at which a specialist buys and sells a stock
B. The range between the highest and lowest stock prices in a day

C. The commission charged by brokers for each transaction

D. The current market price of a stock less its initial public offering listing price

EfE: A

fiR .-

The bid-ask spread is a findamental concept in capital markets that reflects market liquidity and transaction costs. Thebid priceis the
highest price a buyer (or market maker/specialist) is willing to pay for a security, while theask priceis the lowest price at which a
seller is willing to sell. The difference between these two prices is the bid-ask spread. From a financial management perspective, the
spread compensates market makers for providing liquidity, bearing nventory risk, and facilitating continuous trading, A narrow bid-
ask spread generally indicates a highly liquid security with strong trading volume and low transaction costs, while a wide spread
suggests lower liquidity, higher risk, or limited information availability. Investors effectively pay the spread when buying or selling
securities, making it an implicit cost of trading, This concept is critical when evaluating market efficiency, trading strategies, and
execution costs, especially for large mstitutional trades. Option D correctly defines the bid-ask spread as the difference between
buying and selling prices quoted by specialists or dealers.

HR #62
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