Financial Planning Chapter 5 MC Quiz


	Question 1 
	11 points   
	Save   

	 
	17. The liquidity ratio is 
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(A) total debt payments divided by gross income 
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(B) net worth divided by total assets 
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(C) liquid assets divided by total current debts 
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(D) net cash flow plus savings and investments divided by annual after-tax income 
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  Question 2 
	11 points   
	Save   

	 
	40. Which of the following statements best describes cash flow planning? 
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(A) It involves identifying courses of action that will help optimize net cash flow. 
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(B) It is the process of gathering data about an individual's cash flow situation. 
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(C) It is the difference between an individual's income and expenses. 
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(D) It is the difference between an individual's total assets and total liabilities. 
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  Question 3 
	11 points   
	Save   

	 
	45. Other things being equal, a client's net worth will increase as a result of which of the following actions? I. the addition to assets through retaining income II. a decrease in liabilities through forgiveness 
	
	
	
	

	
	[image: image15.png]



[image: image16.png]


[image: image17.wmf]
(A) I only 
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(B) II only 
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(C) Both I and II 
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(D) Neither I nor II 
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  Question 4 
	11 points   
	Save   

	 
	54. Which of the following statements concerning a client's net cash flow is (are) correct? I. A client should have a positive net cash flow in the long run if he or she wants the flexibility to fund additional financial objectives. II. A client who has a negative net cash flow will have to invest (spend) additional resources in order to balance income and expenses. 
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(A) I only 
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(B) II only 
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(C) Both I and II 
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(D) Neither I nor II 
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  Question 5 
	11 points   
	Save   

	 
	65. Which of the following statements concerning net worth on the financial position statement is (are) correct? I. Net worth is the key to understanding the nature of the client's assets and liabilities. II. Net worth is what remains if all the client's assets are sold at their fair market values and all debts are paid. 
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(A) I only 
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(B) II only 
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(C) Both I and II 
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(D) Neither I nor II 
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  Question 6 
	11 points   
	Save   

	 
	74. Assets classified as nonfinancial (personal) assets include all the following EXCEPT 
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(A) residential real estate 
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(B) trusts with an equity interest 
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(C) equity in privately held businesses 
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(D) tangible personal assets such as collectibles 
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  Question 7 
	11 points   
	Save   

	 
	81. All the following typically are considered discretionary expenses for cash flow statement purposes EXCEPT 
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(A) savings and investments 
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(B) household furnishings 
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(C) vacations and travel 
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(D) household maintenance costs 
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  Question 8 
	11 points   
	Save   

	 
	86. Cash flow management consists of all the following components EXCEPT 
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(A) budgeting 
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(B) cash flow analysis 
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(C) cash flow implementation 
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(D) cash flow planning 
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  Question 9 
	12 points   
	Save   

	 
	87. All the following statements concerning a client's individually owned insurance policies are correct EXCEPT 
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(A) Life insurance coverage amounts are a factor in the value of the client's estate. 
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(B) Property insurance coverage amounts are a factor in the client's liquidity position. 
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(C) Disability insurance coverages constitute one element of the client's resources available for disability needs. 
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(D) Liability insurance coverages should be analyzed to see if they provide protection against potential liability losses. 
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