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QUESTION 1

The coverage of fixed charges is a more inclusive ratio than the times-interest-earned ratio in that: 

A. It excludes coverage of the items in addition to variable earnings 

B. It excludes coverage of the items in addition to interest 

C. It includes coverage of the items in addition to fixed earnings 

D. It includes coverage of the items in addition to interest 

Correct Answer: D 

 

QUESTION 2

When preparing a business valuation for reorganization proceedings under bankruptcy statues, the parties will
frequently rely on___________. 

A. Reengineering of valuation procedures 

B. Capitalization of anticipated cash flow 

C. Ownership of assets 

D. Enterprise value 

Correct Answer: B 

 

QUESTION 3

Most typically, a company, or some or all of its stock, is to be sold and a debt security received as all or part of the
consideration. The seller needs to know the cash-equivalent value of the consideration being received in return for the
company or stock being given up. It is uncommon for notes or other debt securities issued in connection with the
acquisition of a company to have a cash equivalent value of ___________________ the securities value. 

A. 20 percent of 

B. 20 percent more or below 

C. 20 more than 

D. 20 percent below 

Correct Answer: B 

 

QUESTION 4

It is possible (although not very common) for a security to have a negative beta (i.e. a beta less than zero). Such a beta
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would indicate that: 

A. It is the result of aggressive securities 

B. Betas for small and publicly traded companies are often unreliable 

C. The returns of these securities are countercyclical to the returns of the board investment market index. 

D. Risk-free return would be greater 

Correct Answer: C 

 

QUESTION 5

If the seller is in a low tax bracket and the buyer in a high one, it may be advantageous to: 

A. Structure the program to increase the interest rate and lower the price 

B. Structure the program to increase the interest rate and increase the price 

C. Structure the program to decrease the interest rate and increase the price 

D. Structure the program to decrease the interest rate and decrease the price 

Correct Answer: A 
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