HEALTHCARE FINANCE
TEST 1 PRACTICE
(SAMPLE)

STUDY GUIDE

R N

VISIT US ONLINE FOR
THE FULL VERSION STUDY GUIDE
https://healtcarefinancel.examzify.com




Copyright © 2026 by Examzify - A Kaluba Technologies Inc. product.

ALL RIGHTS RESERVED.

No part of this book may be reproduced or transferred in any form or by any means, graphic,
electronic, or mechanical, including photocopying, recording, web distribution, taping, or by any
information storage retrieval system, without the written permission of the author.

Notice: Examzify makes every reasonable effort to obtain accurate, complete, and timely
information about this product from reliable sources.




Table of Contents

070 )7/ T |1 1
Table of CONtENTS ... 2
INtrodUCtion .. 3
How to Use This GUIAE ... 4
QUESTIONS ..o 5
AN WIS e 8
EXPlanations ... 10

N Xt S P S oo e 15




Introduction

Preparing for a certification exam can feel overwhelming, but with the right tools, it becomes
an opportunity to build confidence, sharpen your skills, and move one step closer to your
goals. At Examzify, we believe that effective exam preparation isn't just about
memorization, it's about understanding the material, identifying knowledge gaps, and
building the test-taking strategies that lead to success.

This guide was designed to help you do exactly that.

Whether you're preparing for a licensing exam, professional certification, or entry-level
qualification, this book offers structured practice to reinforce key concepts. You'll find a
wide range of multiple-choice questions, each followed by clear explanations to help you
understand not just the right answer, but why it's correct.

The content in this guide is based on real-world exam objectives and aligned with the types
of questions and topics commonly found on official tests. It's ideal for learners who want to:

* Practice answering questions under realistic conditions,
* Improve accuracy and speed,

* Review explanations to strengthen weak areas, and

* Approach the exam with greater confidence.

We recommend using this book not as a stand-alone study tool, but alongside other
resources like flashcards, textbooks, or hands-on training. For best results, we recommend
working through each question, reflecting on the explanation provided, and revisiting the
topics that challenge you most.

Remember: successful test preparation isn't about getting every question right the first
time, it's about learning from your mistakes and improving over time. Stay focused, trust the
process, and know that every page you turn brings you closer to success.

Let's begin.
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How to Use This Guide

This guide is designed to help you study more effectively and approach your exam with
confidence. Whether you're reviewing for the first time or doing a final refresh, here's how to
get the most out of your Examzify study guide:

1. Start with a Diagnostic Review

Skim through the questions to get a sense of what you know and what you need to focus on.
Your goal is to identify knowledge gaps early.

2. Study in Short, Focused Sessions

Break your study time into manageable blocks (e.g. 30 — 45 minutes). Review a handful of
questions, reflect on the explanations.

3. Learn from the Explanations

After answering a question, always read the explanation, even if you got it right. It reinforces
key points, corrects misunderstandings, and teaches subtle distinctions between similar
answers.

4. Track Your Progress

Use bookmarks or notes (if reading digitally) to mark difficult questions. Revisit these
regularly and track improvements over time.

5. Simulate the Real Exam

Once you're comfortable, try taking a full set of questions without pausing. Set a timer and
simulate test-day conditions to build confidence and time management skills.

6. Repeat and Review

Don't just study once, repetition builds retention. Re-attempt questions after a few days and
revisit explanations to reinforce learning. Pair this guide with other Examzify tools like
flashcards, and digital practice tests to strengthen your preparation across formats.

There's no single right way to study, but consistent, thoughtful effort always wins. Use this
guide flexibly, adapt the tips above to fit your pace and learning style. You've got this!
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Questions




1. Under accrual accounting, are all expenses reported on the income
statement cash costs?

A. Yes, all

B. No, not necessarily

C. Only depreciation

D. Always match cash payments

2. Which financial statement provides information about assets, liabilities,
and equity at a point in time?

A. Balance Sheet.

B. Income Statement.

C. Statement of Cash Flows.

D. Statement of Changes in Equity.

3. A pro forma balance sheet is prepared to
A. It is a historical financial statement.

B. It projects assets, liabilities, and equity in future periods under scenario
assumptions; used for planning and lenders.

C. It only forecasts revenue.
D. It is used to determine tax obligations.

4. In physician payment, which statement best describes the role of relative
value units (RVUs)?

A. RVUs quantify the relative resources used to deliver a service.

B. RVUs determine the total payment amount without geographic adjustments.
C. RVUs are used only for hospital billing, not physician payments.

D. RVUs measure patient satisfaction.

5. Define operating margin and explain why it matters in healthcare finance
compared to total profit margin.

A. Operating margin = operating income divided by operating revenues; isolates
core operations and is more comparable across providers than total profit
margin that includes non-operating items.

B. Operating margin equals net income divided by total revenue.
C. Operating margin is gross profit divided by operating revenue.
D. Operating margin equals cash flow from operations divided by total revenue.
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6. Which statement about the Chief Financial Officer's role is true?
A. The CFO typically reports to the CEO
B. The CFO reports to the board only
C. The CFO is primarily responsible for clinical operations
D. The CFO is not involved in strategic decisions

7. Define a hurdle rate and its role in evaluating healthcare capital projects.

A. The hurdle rate is the minimum acceptable rate of return for a project, used as
a discount rate in NPV calculations to reflect risk, capital cost, and opportunity.

B. The hurdle rate is the average rate charged to patients.
C. The hurdle rate is the target charge for price concessions.
D. The hurdle rate is the annual inflation rate.

8. Which of the following statements about financial condition analysis is
most correct?

A. It focuses on financial capacity to accomplish its mission.

B. It often results in a list of financial strengths and weaknesses.

C. It uses data contained in financial statements to assess financial condition.
D. All of the above statements are correct.

9. The primary difference between financial statement analysis and operating
analysis is that operating analysis does not use benchmarking.

A. True

B. Sometimes

C. False

D. Both use benchmarking

10. Which of the following would most likely appear as a liability on the
balance sheet of a healthcare organization?

A. The outstanding balance on a loan
B. Equipment

C. Retained earnings

D. Common stock
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1. Under accrual accounting, are all expenses reported on the income
statement cash costs?

A. Yes, all
B. No, not necessarily

C. Only depreciation
D. Always match cash payments

In accrual accounting, expenses are recognized when the economic activity that causes them occurs, not
necessarily when cash leaves the company. The income statement shows the cost of resources used during the
period, which includes non-cash items like depreciation or amortization that allocate past cash outlays over
time. This means an expense can appear without a current cash outlay, and conversely, a cash payment might
be recorded as a asset (prepaid) and expensed later. So not all expenses on the income statement are cash
costs, and cash payments do not always perfectly align with expense recognition.

2. Which financial statement provides information about assets, liabilities,
and equity at a point in time?

A. Balance Sheet.
B. Income Statement.
C. Statement of Cash Flows.

D. Statement of Changes in Equity.

The key idea is identifying which financial statement shows a company’s financial position at a single date. The
balance sheet presents assets, liabilities, and owners' equity as of a specific point in time, giving a snapshot of
what the company owns, owes, and the residual interest at that moment. In contrast, the income statement
shows performance over a period (revenues and expenses), the statement of cash flows tracks cash movements
over a period, and the statement of changes in equity details how equity components change over time. So for a
point-in-time view of financial position, the balance sheet is the best answer.

3. A pro forma balance sheet is prepared to
A. It is a historical financial statement.

B. It projects assets, liabilities, and equity in future periods under scenario
assumptions; used for planning and lenders.

C. It only forecasts revenue.
D. It is used to determine tax obligations.

A pro forma balance sheet represents a forward-looking view of the company's financial position by projecting
assets, liabilities, and equity for future periods based on planned actions and scenario assumptions. This tool is
used for planning and for lenders because it shows how strategic moves—like new financing, capital
investments, or changes in operations—would affect liquidity, leverage, and capital structure. Unlike historical
statements, which reflect what happened in the past, the pro forma helps management test how different
scenarios will shape the balance sheet, guiding decisions about funding needs, affordability of projects, and
whether the organization will stay within desired debt and equity targets. In healthcare, this is especially helpful
when evaluating expansions, new equipment purchases, or service line changes, to demonstrate potential cash
flow and balance sheet impacts to lenders and stakeholders.
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4. In physician payment, which statement best describes the role of relative
value units (RVUs)?

A. RVUs quantify the relative resources used to deliver a service.

B. RVUs determine the total payment amount without geographic adjustments.
C. RVUs are used only for hospital billing, not physician payments.
D. RVUs measure patient satisfaction.

RVUs quantify the relative resources required to deliver a service. Each medical service has a work value
(physician time, skill, and effort), a practice expense value (overhead and supplies), and a malpractice risk value.
The total RVU combines these components to reflect how resource-intensive the service is compared with
others. However, payment isn't the RVU itself—it's the total RvU multiplied by a conversion factor, with
geographic adjustments (GPCI) applied to reflect location differences. This structure shows that RVUs measure
resource use, while final reimbursement depends on both the conversion factor and geography. The other
statements miss these points: geographic adjustments are part of the payment, RVUs apply to physician
payments (not only hospital billing), and RVUs do not measure patient satisfaction.

5. Define operating margin and explain why it matters in healthcare finance
compared to total profit margin.

A. Operating margin = operating income divided by operating revenues; isolates
core operations and is more comparable across providers than total profit
margin that includes non-operating items.

B. Operating margin equals net income divided by total revenue.
C. Operating margin is gross profit divided by operating revenue.

D. Operating margin equals cash flow from operations divided by total revenue.

In healthcare finance, operating margin shows how profitable the core care-delivery activities are after covering
the costs directly tied to those operations. It is defined as operating income (the profit from operations after
subtracting operating expenses such as salaries, benefits, supplies, and facility costs) divided by operating
revenues (net patient service revenue and other operating revenue). This ratio focuses on the performance of the
main business line—delivering care—by excluding items that aren't part of daily operations, like investment
gains, interest, or philanthropy. This matters because providers often have non-operating gains or losses and
financing effects that can distort overall profitability. A hospital might show a strong net income due to
investments or one-time gains, but that doesn’t necessarily reflect how efficiently it runs its patient-care
services. Operating margin provides a cleaner, more comparable measure of how well the organization converts
clinical activity into profit after the costs of operating that activity. In contrast, the total profit margin (net
income divided by total revenue) blends operating results with non-operating items, taxes, and financing. That
makes cross-provider comparisons less reliable for judging day-to-day efficiency in delivering care. So the best
definition is operating income divided by operating revenues, because it isolates the profitability of core
operations and supports meaningful benchmarking across healthcare providers. For context, other measures
can be misleading in this setting: gross profit divided by operating revenue ignores many operating expenses
needed to run care, and cash flow from operations divided by total revenue speaks to liquidity, not profitability of
the ongoing care-delivery business.
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6. Which statement about the Chief Financial Officer's role is true?
A. The CFO typically reports to the CEO
B. The CFO reports to the board only
C. The CFO is primarily responsible for clinical operations

D. The CFO is not involved in strategic decisions

The main idea here is how the CFO fits into leadership and strategic planning in a healthcare organization. The
CFO typically reports to the CEO, which places financial leadership at the center of executive decision-making
and ensures that budgeting, financial reporting, and risk management align with the organization's overall
strategy. This role goes beyond numbers; the CFO partners in strategic decisions about capital investments,
financing, liquidity, and revenue-cycle optimization, all of which directly affect the organization's ability to
pursue its mission. The CFO is not primarily responsible for clinical operations—that responsibility lies with the
COO0 or CMO. And the CFO is very much involved in strategic decisions, providing financial insight that shapes
long-term plans. So, the statement that the CFO typically reports to the CEO is the accurate one.

7. Define a hurdle rate and its role in evaluating healthcare capital projects.

A. The hurdle rate is the minimum acceptable rate of return for a project, used as
a discount rate in NPV calculations to reflect risk, capital cost, and opportunity.

B. The hurdle rate is the average rate charged to patients.
C. The hurdle rate is the target charge for price concessions.
D. The hurdle rate is the annual inflation rate.

The hurdle rate is the minimum acceptable rate of return for a project. In healthcare capital budgeting, it serves
as the discount rate used in net present value calculations to reflect the project’s risk, the cost of capital, and the
opportunity cost of alternative investments. By discounting expected cash flows at this rate, you can tell whether
a project truly adds value: a positive NPV means the project earns more than the minimum required return, while
a negative NPV means it does not. It's not about patient charges, price concessions, or the inflation rate. In
practice, the hurdle rate often mirrors the organization's cost of capital with an added risk premium to account
for project-specific uncertainty, ensuring funds go to investments that meet or exceed the required return.

8. Which of the following statements about financial condition analysis is
most correct?

A. It focuses on financial capacity to accomplish its mission.

B. It often results in a list of financial strengths and weaknesses.

C. It uses data contained in financial statements to assess financial condition.
D. All of the above statements are correct.

The main thing this question tests is how financial condition analysis relates a organization's finances to its
ability to carry out its mission. It looks at whether resources are sufficient and sustainable to support ongoing
operations and services, now and going forward. It uses data from the financial statements—Ilike the balance
sheet, income statement, and cash flows—to gauge aspects such as liquidity, solvency, and overall viability.
From that analysis you typically get a clear snapshot of where the organization is strong and where gaps or
weaknesses exist, framed in a way that can guide decisions. Because it focuses on capacity to fulfill the
mission, produces a strengths-and-weaknesses view, and relies on financial statement data, all of these
statements are correct.
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9. The primary difference between financial statement analysis and operating
analysis is that operating analysis does not use benchmarking.

A. True

B. Sometimes

C. False

D. Both use benchmarking

Benchmarking is a common tool in both financial statement analysis and operating analysis to compare
performance against peers, targets, or industry standards. The claim that operating analysis does not use
benchmarking isn't accurate; while financial statement analysis focuses on past financial results and ratios,
operating analysis looks at how efficiently and effectively operations run—things like throughput, capacity,
productivity, and process performance. In practice, both analyses rely on benchmarks to identify gaps and set
improvement targets, so the statement is false.

10. Which of the following would most likely appear as a liability on the
balance sheet of a healthcare organization?

A. The outstanding balance on a loan

B. Equipment
C. Retained earnings
D. Common stock

Liabilities on the balance sheet represent obligations the organization must settle with external parties. The
outstanding balance on a loan fits this perfectly because it is money the healthcare organization still owes to
lenders and will need to repay in the future. It reflects a financing obligation rather than a resource or ownership
stake. Equipment, on the other hand, is a fixed asset—something the organization owns that provides future
benefits. Retained earnings and common stock are forms of equity (in not-for-profit healthcare, net assets serve
a similar role); they represent the organization's accumulated profits or ownership interests, not obligations to
repay. Therefore, they would not appear as liabilities. So, the loan balance is the item that correctly appears as a
liability.
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Next Steps

Congratulations on reaching the final section of this guide. You've taken a meaningful step
toward passing your certification exam and advancing your career.

As you continue preparing, remember that consistent practice, review, and self-reflection
are key to success. Make time to revisit difficult topics, simulate exam conditions, and track
your progress along the way.

If you need help, have suggestions, or want to share feedback, we'd love to hear from you.
Reach out to our team at hello@examzify.com.

Or visit your dedicated course page for more study tools and resources:

https://healtcarefinancel.examzify.com

We wish you the very best on your exam journey. You've got this!




