PRACTICE TEST

Directions:
Answer each of the following questions. Use a separate sheet of paper to record your 
responses.

Objective A


1.
What is finance?
(10 points)


2.
Explain the differences between finance and accounting.
(10 points; 5 points each)


3.
Explain how finance and accounting work together.
(5 points)


4.
Describe two main finance activities.
(10 points; 5 points each)


5.
Discuss five ways that the finance function contributes to a business organization.


(25 points; 5 points each)


6.
How does finance relate to other business activities?
(5 points)

OBJECTIVE B 


7.
Explain the differences between capital investment decisions and working capital 
management. 
(5 points)


8.
What is capital budgeting? 
(5 points)


9.
Describe capital structure.
(5 points)


10.
What is the difference between debt and equity?
(5 points)


11.
What dividend-related decisions must financial managers make?
(5 points)


12.
What is the role of the cash conversion cycle in managing working capital?
(5 points)


13.
What is the role of return on capital in managing working capital?
(5 points)

Suggested Criterion Level: 80 points
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