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SECTION A

QUESTION 1 1S COMPULSORY
QUESTION 1: MULTIPLE CHOICE QUESTIONS

1. Damien is the financial manager for a targe fresh-produce wholesaler. He'd like to
caleulate whether his firm’s collection term of 30 days is acceptable. Given that the
accounis receivable for the firm during a 380-day year were equal to R355 444,00,
and the annual sales were equal {o RS 454 568,00, the firm’s average collection

period is equalfo _ days and is

a. 24 days; acceptable

b. 55 days; unacceptable

e—tB-gays-unaccepiable

d. 32 days; accepiable

2. David decides to invest R1 200 in a savings account at 15% p.a. compound interest

for five years. What is the end value of David’s investmeni?

R5 324 44
R6 000,00
R2 413,63
R2 100,00

o6 T ow

3. What is the future~value interest facior for an interest rate of 18% over 15 periods?

8,747
0,536
11,974
12,375

o p T ow

4, What is ihe fuiure value of R1 200 invested for four years in succession af the end

of each ysar earning 17% compound interest p.a.?

R 4 800,00
R 6 168,62
R B 878,45
R 4 744,00

& o -
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What is the preseni value inieresi facior for a 4-year R1 300 annuitly, assuming a

14% opportunity cost?

2,3548
2,7432
27545
24623

2 0 T op

What size annuity will result in a sum of R135 000 if an egqual annual year-end
deposit is made inio an account paying an annual inieresi of 9%, assuming you'd

like the sum zt the end of eight years?

=

R10 814,00
R11 646,00
R13 453,00
d. R12 241,00

T op

g

Michael borrows R5 534 459 at 12% to finance the purchase of his new homs and
agrees {c make equal annual end of year payments over 20 periods. What is the

size of 2ach payment he neads fo make?

R4 566 980,30
R1 150 281,25
R4 825 818,36
R2 348 876,67

o o0 o ow

What is the PVIF of the following streams of cash flows?

2018|1433 4 i
2017 1300 3 i
2016 1200 2

2015 1022 11

2014 1000 0




gom

9]

0,47296
0,49245
0,63452
0,69784

o g T o

Co-Sign is a large advertising firm in Cape Town. Over a period of three years, the
value of their ordinary shares which are being iraded increases subsiantially. This

value is defined as the share’s:

Book value
Market value added

Fconomicvalue

o

10.

o

oo

11.

o)

o

12.

Par value

The book valus of 2 non-current asset is defined as:

The value of the non-current asset multiplied by the depreciation of that asset
The arbitrarily assigned value of that asset
The cosi of buying and insialling the asset minus accumuiated depreciation

The sum of the present value and/or the increase in market value

Which of the foliowing statements is true concerning the risk-return relationship of

an asset?

The lower the monthiy cash flow generated by an asset, the higher the risk.
The lower the rigk, the higher the vatue of an asset.

The more certain the cash flow, the higher the risk.

The lower the risk, the higher the discount rate one has to use in calcuiating the

present valle,

What is the value of an asset costing R1 200 expecied to generate cash flows of
R120, R30, R180 and R400 at the end of years 1, 2, 3 and 4 respectively, if the

opportunity cost is 13% and a risk premium of 4% is invoived?

¥, = R437.86

b. Vy = R453,60



c. V, = R443,36
d. V, = R445,81

3. What is the vaiue of a debenture issued af a par value of R1 100, if interest Is paid
semi-annually and the required rate of raturn is equal to the debenture’s coupon

rate of 15% (i=R150), and the initial maturity is equal o 10 years?

R989,99

R1 023,53
R1 453,00
R1 000,45

14 The.shor-term.financial-goalsheould-beto.ensure.the.profitability,liguidity.ande e s

o o U

solvency of the firm. The main objective of financial managementisio
a) maximise the remuneration paid to executive management
b} maximise sharsholders’ value
c) ensure maximised profiis

d} ensure maximised salss

158, When the JSE is classified 2s a secondary market it meang that;

a) it facilitates the fraging of new sharas befween the issuing company and invesiors.
b) it facilitaies the raising of new capital

c) it aliows for the trading of previcusily issued securities io invesiors.

d) none of the above apply.

16. Which of the following measurements is NOT a typical measurement of

profitability of & firm?

a) Inventory Turnover

b} Return of Investment

¢) Reiurn of Equity (ROE) or Return on Net Asseis (RONA)
d) Gross Profit Margin

17.The assels held by z business which ¢an be converted in the form of cash,

without disturbing the normal operations of a businass.

a. Tangible assets



b. Intangible assets
c. Fixed assels

d. Cuirenti asseis

18.The return that the company pays on borrowed funds is termed as
a. Dividend

b. Interest

c. Bonus

d. All of the gbove

18. The foillowing is{are) the type(s) of capital budgeting decision(s)

a, Diversification

b. Repiacements
c. Expansion

d. All of ihe abhove

20. The following is{are} tha external source(s) of cash
a. Longierms loans

b. Short term borrowings

c. lIssue of new shares

d. All of the above

21.Current asseis are also referred {o as
a. Working capital

b. Invesimenis

c. Inventory

d. Livestock

22 The only feasible purpose of financial management is

a) Wealth Maximization
b} Sales Maximization
c) Profit Maximizaiion
d) Assets maximization

23. Financial management process deals with



a) Invesimenis
k) Financing decisions
c) Both a and b

d) Nene of the above

24.The objective of wealth maximization takes info account
a) Amolint of returns expecied
b} Timing of aniicipated returns
) Risk associated with unceriainiy of returns
d) All of the above

25. Financial managemeant mainly focuses on

ay-Efficient-management-of-every-business
b) Brand dimension

¢) Arrangement of funds

d} All elements of acquiring and using means of financial resources for financial activities



SECTION B ANSWER ANY TWO QUESTIONS

QUESTION 2 [ 25 Marks]

2.1Explain and apply the fundamental principles of financial management  [10 marks]
2.2 Brigfly discuss capital budgeting and the steps of capital budgeting process. [ 15 marks]

QUESTION 3 [ 25 Marks]

The accounting clerk has extracted the following information for you of a small company
you are interested in buying.

My Small Company

R R
Sales 12 5007000 | Depreciaiion g00 000
Posiage and couriar 5 600 | Maintenance 180 000
£Xpenses
Rent paid 42 000 | Fuel 142 000
Telephones 104 000 | Fixed asseis 8 800 890
Cost of sales 4 900 000 | Account Payabie 1 200 D00
Advertising 360 000 | Printing 110 000
Waier & eleciriciiy 196 000 | inventory 1200 200
Account recgivable 1600 000 | Long term liabilities 1200 009
Cash 248 000 | Interest expense 18 000
Salaries 1 805 000 | Tax rate is at 30%
Insurance 125 000 | Capital 7 891 880

Required: Construct a siatement of comprehensive income and financial position using
the relevant information supplied above.

Question 4 [ 25 Marks]

a) Briefly discuss the five users of financial statements [10 marks]

b} What is the difference between a primary and secondary market [3 marks

c) The Balance Sheet of Punjab Aufo Limited as on 31-12-2002 was as follows:



Particular Rs, Particular Rs.

Equity Share 40,000 | Plant and 24,000
Capital Capiial 8,000 | Machinery 40,000
Reserve 32,000 { Land and 16,000
8% Loan on 16,000 ; Buildings 12,000
Mortgage Craditors 4,000 | Furniture & 12,000
Bank Fixtures 4,000
overdrafi 4,000 | Stock 12,000
Taxation: 4,000 | Debtors

Current 12.000 | Investments

Future (Short-term) T
Profit and Loss Alc 1,20,000 Cash in hand 1,20,000

From the above information, compute the following ratios:

Current-Ratio;—{3-marks]
Quick Ratio, [3 marks]
Gebi-Eauity Ratio, [3 marks]

Proprietary Ratio  [3 marks]

[12 Marks]




