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QUESTION 1

A company has a $300,000 credit line of which $200,000 was the average amount outstanding for the year. The terms
of the loan include a 1/2 of 1% commitment fee on the unused portion, an interest rate of 10%, and a compensating
balance requirement of 2% of the total credit line. The company\\'s compensating balances are funded from credit-line
borrowings. 

If the company negotiates to eliminate the compensating balance requirement and the average borrowings remain at
$200,000, the annual interest rate would be: 

A. 10.00%. 

B. 10.25%. 

C. 10.31%. 

D. 10.57%. 

Correct Answer: B 

 

QUESTION 2

Without regard to costs, which of the following concentration mechanisms maximizes investment income in a multi-bank
environment? 

A. Wire transfer 

B. Zero balance account 

C. ACH 

D. DTC 

Correct Answer: A 

 

QUESTION 3

A diversified industrial company operates multiple remote manufacturing facilities that manage local supplier
relationships. The company draws on a single line of credit for all of its working capital needs. Which of the following
types of disbursement systems would BEST meet this company\\'s needs? 

A. Centralized check issuance drawn on a central disbursement bank 

B. Decentralized check issuance drawn on a local disbursement bank 

C. Decentralized check issuance drawn on a central disbursement bank 

D. Centralized check issuance drawn on a local disbursement bank 

Correct Answer: C 
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QUESTION 4

The key parties involved in a disaster recovery plan are generally classified as internal resources or external
counterparties. When evaluating the risks of both parties, which of the following can be assumed? 

A. The review of internal resources takes greater importance. 

B. The infrastructure linking the parties\\' systems must be considered. 

C. The disaster recovery sites of both parties must be in the same location. 

D. The systems used by both parties must be compatible. 

Correct Answer: B 

 

QUESTION 5

Trade terms are renegotiated under e-commerce in order to: 

A. balance the payment. 

B. neutralize the float. 

C. quantify the savings. 

D. improve the seller\\'s availability. 

Correct Answer: B 

 

QUESTION 6

Which of the following is NOT an operational risk? 

A. Workers\\' compensation risk 

B. Fidelity risk 

C. Surety risk 

D. Currency risk 

Correct Answer: D 

 

QUESTION 7

Company ABC has undergone substantial system enhancements in order to take advantage of B2B efficiencies. To
encourage its trading partners, ABC has offered a 1.5% discount to those who allow ABC to debit their bank account
electronically on the day the product is delivered. The greater number of trading partners who agree to this
arrangement, the greater improvement Company ABC will see in its: 
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A. days\\' inventory. 

B. cash flow to total debt. 

C. days\\' payables. 

D. cash turnover ratio. 

Correct Answer: D 

 

QUESTION 8

A distribution business has used several bank loans to finance its expansion plans. After a fire destroyed the
company\\'s facility and inventory, it went out of business due to the loss of revenue during the month it was closed.
What type of insurance coverage should the company have had to prevent its demise? 

A. Cost reimbursement 

B. Property 

C. General liability 

D. Business interruption 

Correct Answer: D 

 

QUESTION 9

A company plans to perform an A/R cash analysis based on the following sales information: 

60% of sales are collected within two months after the sale. After three months, $135,000 of January\\'s sales has been
collected. What was the percentage of January\\'s sales collected in April? 

A. 10% 

B. 30% 

C. 60% 

D. 90% 

Correct Answer: B 

 

QUESTION 10

What is one chief advantage of issuing short-term securities in book-entry form? 
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A. The securities cannot be transferred electronically. 

B. The physical exchange of certificates is required. 

C. Transaction clearing can be performed with ease and speed. 

D. Security registration is not required. 

Correct Answer: C 

 

QUESTION 11

A company has grown quickly in the euro zone market. It wants to maximize its excess cash. Which would be the BEST
method of concentrating funds? 

A. Bank Overlay 

B. Notional Pooling 

C. Physical Pooling 

D. Scheduled Transfer 

Correct Answer: C 

 

QUESTION 12

Which method of financing would a company use to establish a wholly owned subsidiary to perform credit operations
and obtain accounts receivable financing for the sale of products? 

A. Third party financing 

B. Captive finance company 

C. Factoring department 

D. Securitization 

Correct Answer: B 

 

QUESTION 13

If a company uses accrual accounting, deferred taxes are reported on which financial statement? 

A. Statement of cash flows 

B. Balance sheet 

C. Income statement 

D. Statement of changes in retained earnings 
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Correct Answer: B 

 

QUESTION 14

What must be measured and monitored to ensure that a company has adequate liquidity? 

A. Net receivables 

B. Stock price 

C. Short-term borrowing obligations 

D. Net working capital 

Correct Answer: D 

 

QUESTION 15

All of the following items may be found on an income statement EXCEPT: 

A. cost of goods sold. 

B. prepaid expenses. 

C. interest expense. 

D. taxes. 

Correct Answer: B 
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