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32. Preferred stock dividends:
A. become a debt of the firm if unpaid.
B. can be deferred indefinitely.
C. arc only paid if common stock dividends are also paid.
D

are a tax-deductible busil?ess expense: |

\ \ // 1
firm should always select thc cpplta s{u Pdulc which:
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33. A
A
B. maximizes the value of the firm.
C
D

produces the highest cost ojf

maximizes current dividends.

has no debt.

34. Modigliani-Miller (MM) Proposition I with no tax supports the argument that:

A. business risk determines lhb rétH‘ﬁ-éh ssets.

the cost of equity rises as lclwcragc rise

i &
5. financial risk is determined by the dcbt~cquity ratio.

B
C. itis completely irrelevant I} W,”‘ tuLJ rranges its finances.
D

35. Conflicts of interest between stockholders and bondholders are known as:

A. trustee costs.

B. financial distress costs. i
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C. decaler costs. il.._ _ ._.._..ljﬁt :_.],\ K .

D. agency costs. g l B \
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36. Which one of these parties holds amarketable claim on a firm's assets?
A. Customers
B. Employees
C. Bondholders

D. State tax authorities ——
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37. The value of a firm is muxumged W
=
A. costof equity is mammmcﬂ'
oS
B. levered cost of capital is maximized.
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