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SECTION A: MULTIPLE-CHOICE QUESTIONS {50 MARKS]

1 The part of finance concerned with design and delivery of advice and financial products
to individuals, businesses and the government is called

1. managenal finance
2 financial advice
3 financial services
4, All of the above

2 Who is/are the true owner(s) of a business enterprise?

The board of directors
The chief executive officer
The shareholders

The creditors

LR RNV

3. What 1s the main function of a financial manager?

1 To prevent bad debts

2 To ensure hquidity and solvency

3 Toncrease the value of ordinary shares

4 To earn returns greater than those of the competitors

4 The prnimary goal of a publicly-owned firm interested in serving its stockholders should
be to

1 minimise the debt used by the firm
2 maximise the EPS

3 maximise the stock price per share
4. maximise the expected net iIncome

5. What financial securities are likely to be traded on the JSE Limited?

Ordinary shares
Treasury bills
Commercial paper
Company bonds

AWON =
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6 West Wing Limited has total habilities of R500 000 and owner’s equity of R250 000
The company’s total assets are

1 R250 000
2 R400 000
3 R750000
4 R950 000

7 Dunng the past year a firm received cash from clients amounting to R11 000 The firm
paid creditors and employees an amount of R3 900 Interest paid amounted to R1 200
No dividends were paid out The firm paid normal tax amounting to R500 The cash
flow from operations amounts to

1 R7100
2 R4 500
3 R4 600
4 R5 400

8 All of the following are examples of fixed assets, EXCEPT

1 Vehicles

2 Equipment

3 Marketable securities
4 Buldings

9 Atthe breakeven point  equals zero

1 fixed cost

2 vartable cost

3 sales revenue

4 earnings before interest and tax (EBIT)

10 If accounts recetvable increases by R300, inventory increases by R600 and accounts
payable increases by R200, net working capital would

1 decrease by R1 100
2 decrease by R700
3 ncrease by R700
4 Increase by R1 100

11 Operating profit i1s defined as

gross profit minus operating expenses
sales revenue minus cost of goods sold
earnings before deprectation and taxes
sales revenue minus depreciation expenses

HWN =
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Use the following information on Price Limited to answer questions 12 to 16

Total assets R500 000
Cost of goods sold R1000 000
Total asset turnover (per annum) 12 times
Net income after tax R300 000
Debt ratio 40%
Price/earnings ratio 9

Share price R45

12 The total sales for Price Limited are closest to ..

1 R 600000
2. R 1000000
3 R 6000000
4 R10 000 000

13 The gross profit margin for Price Limited 1s closest to

50%
63%
83%
100%

14 The net profit margin for Price Limited 1s closest to

2%
3%
4%
5%

AWN =

15 The earnings per share (EPS) for Price Limited are closest to

B WN —
- =& (O N

0
2
16 The number of shares outstanding for Price Limited 1s closest to
1 40 000 shares
2 60 000 shares

3 66 667 shares
4 96 667 shares

[TURN OVER]
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17 Which ratios are a measure of the speed with which various accounts are converted
into sales and cash?

1
2
3
4

liquidity
debt
profitability
activity

18 Which ratio 1s useful in evaluating credit and collection policies?

W=

average payment period
current ratio

average collection pertod
current asset turnover

19 B and C Limited extend credit terms of 43 days to Its customers lts credit collection
would Itkely be considered poor If its average collection period was

BN =

30 days
36 days
43 days
45 days

20 In general, a lending institution would consider a decrease in which of the following
ratios to be positive news?

B Wh =

interest coverage
debt to total assets
return on assets
current ratio

21 Current liabilities can be viewed as

AWM =

debts that mature in one year or less
debts that mature in more than one year
sources of cash inflows

irrelevant in calculating net working capital

22 A company has fixed operating costs of R4 500, the selling price per unit 1s R12 and its
vanable cost per unit1s R9 The company’s breakeven pointis  units

1 1000
2 1333
3 1500
4 2500

[TURN OVER]
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23 A company has fixed operating costs of R6 000, the selling price per unit 1s R13 and its
vanable cost per units 1s R9 Calcuiate the company’s breakeven point

t R 7800
2 R24 000
3 R19 000
4 R19500

24 Reterning to question 23 above, calculate the marginal iIncome for the year if the
company sold 900 units for the year

i H 2800
2 R 3600
3 R 4000
4 R11700

25 Sharewealth Limited has fixed assets worth R600 000 and current assets worth
R240 000 The company owes R250 000 on a mortgage bond and money owed to
creditors amounts to R100 000. Owners’ equity equals

R380 000
R420 000
R490 000
R570 000

AW =

26 A toothpick wholesaler has sales of 15 000 000 units annually The purchase price per
toothpick for the company 1s R0,10 Placing an order with the company's suppiler
carries a fixed cost of R250 The carrying costs for inventory expressed as a
percentage 1s 20% Calculate the economic order quantity for the company

1 490 units
2. 12247 units
3 17321 units
4 612 372 units

27 If 1t takes nine days from placing an order untl stock ts delivered and a firm sells 825
units a day, what is the firm’s reorder point?

1 92 units
2 816 units
3 834 units
4 7425 units

[TURN OVER]
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28 A firm has a cash conversion cycle of 90 days, an average payment period of 15 days
and an average collection period of 30 days What 1s the firm’s average age of

inventory?
1 35 days
2 45days
3 75days
4 135 days

29 Anncrease In the financial leverage of a firm will lead to

BWh =

a decrease In the value of the firm

an increase of the cost of capital for the firm
a decrease in EPS for the firm

a decrease of the cost of capital for the firm

30 Which source of funds are very small firms most hikely to rely on?

£ WON =

long-term debt
equity

preference shares
short-term debt

31 Which stakeholders have the first claim on assets if a firm enters bankruptcy?

A WON -

creditors

the owners
debtors
shareholders

32 A business has financed 45% of its assets through an 11% after tax cost of debt loan
The remainder of its assets are financed through equity The firm’s required return on
equity 1s 16% What s the firm’s weighted average cost of capital (WACC)?

1
2
3.
4

13,25%
13,75%
28,50%
43,56%

33 A frm has a loan with an interest rate of 12% The firm I1s subject to a tax rate of 28%
What 1s the firm’s after tax cost of debt?

1
2
3
4

3,36%
8,64%
11,28%
12,72%

[TURN OVER]
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34 The payback period should ideally be

longer than the duration of the project
as long as possible

as short as possible

as long as the duration of the project

N

35 If R50 000 was invested in a fund offering a rate of 15% per year, approximately how
many years will it take for the investment to reach R100 0007

1  4dyears
2 bSyears
3 7 years
4 13 vyears

36 If you were to borrow R300 000 over three years at an annual interest rate of 10%,
what would the repayment on the principal amount of the loan be in year 27?

R 90634 44
R 99 697 89
R109 667 67
R120 634 44

B WN =

37 Calculate the present value of the following streams of cash flow
Year Cash flow

1 R21 000
2 R22 000
3 R24 000
4 R19 000

Assume a discount rate of 8% and work to the nearest rand

R63 213
R71 323
R76 754
R77 029

AWM =

38 What I1s the present value of an annuity that pays R25 000 In seven equal annual
payments assuming a discount rate of 13%"?

R 10626 52
R 74 385 61
R110 565 26
R124 938 75

AWM=

[TURN OVER]
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39 What is the future value of R20 000 invested today at an annual interest rate of 14%
over a period of 16 years, assuming that interest 1s compounded semi-annually?

1 R144 11519
2 R16274499
3 R174 30542
4 R180 805 81

40 What is the growth rate of the following streams of cash flow?

Year Cash flow
2013 R 8567
2012 R 7489
2011 R 6589
2010 R 5656

10,94%
14,84%
16,50%
51,47%

N =

41 What would R15 000, invested today at 9% compound interest per annum be worth in
seven years' ime? Round your answer off to the nearest rand.

1 R 8206
2 R 9450
3  R27 421
4 R32578

42 What amount would you have to invest today at an annual interest rate of 12% to have
R165 000 saved in 11 years’ time?

R 15000 00
R 47 433 56
R 7112069
R573 960 75

BN =

43 If you were to take out a loan of R310 000 today at an annual interest rate of 11% and
you have to pay off the ioan over four years, how much will your equal annual
payments to repay the loan be?

1 R 6582117
2 R 8602500
3 R 9992117
4 R11160000

[TURN OVER]
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44 A company sells MP3 players for R500 each Varnable costs per player amount to
R280 and the company has total fixed operating costs of R125 000 What is the
company’s breakeven point in units?

1 160 units
2 250 urnts
3 446 units
4 568 units

45 If a company expects to sell 400 000 units of canned meat in a year, what will the
company’s margin of safety ratio be if the company’s breakeven volume 1s 285 000

units?
1 29%
2 40%
3 71%
4 140%

46 Which one of the foliowing 1s not an exampie of vanable costs?

packaging matenals
building rent
shipping costs

raw materals

B WON -

47 A markup percentage of 167% translates to a gross profit margin of

1 40%
2 67%
3 160%
4 249%

48 costs are a function of volume, not time

1 Fmixed financial
2 Vanable

3 Fixed operating
4 Semi-vanable

49 A company changing its credrt terms for customers from 2/15 net 60, to 3/10 net 30,
will likely expernience .

higher net income

a decrease of cash in hand

an increase In the average collection period
a decrease In the average collection period

W =

[TURN OVER]



11 FIN2603
MAY/JUNE 2017

50 A firm 1s offered payment terms of 3/15 net 60 by a supplier Calculate the cost of
giving up the cash discount Assume a 365 day year

15,05%
18,81%
25,09%
113,00%

W =

[TURN OVER]
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[10 MARKS]

The forecasted sales for G&P Limited for January to Apnl are supphed in the table below

Month

January

February

March

April

Sales (R)

50 000

60 000

80 000

100 000

e The company receives 40% of all sales in the month of sale 25% Is received one

month later, while the remaining percentage Is received two months after the month of

sale

e Purchases for each month are displayed in the table below

Month

January

February

March

April

Purchases (R)

R10 000

R13 000

R12 000

R9 000

The following cash receipts and cash disbursements should also be taken into account
o Rental income for January and February amounted to R20 000 each, while a

10% increase for March and April is forecast

o Telephone expenses vary each month The telephone costs for February, March

and Apnl were R500, R1 600 and R2 000 respectively

o Salanes are paid as commission, which s calculated at 15% of each month’s

sales value

o G&P Limited funded a local chanty event in Apnl that amounted to R5 000

o The opening cash balance for February is R15 000.

[TURN OVER]
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1 1Prepare a cash budget for the months of February, March and April
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February (R)

March (R)

April (R)

Opening cash
balance:

Cash receipts:

Total cash receipts

C a nts:

Total payments

Netto cash surplus

(shortage)

Beginning cash

balance

Minimum cash

balance

Closing cash

halance:

[TURN OVER]
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ROUGH WORK
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QUESTION 2 [10 MARKS]

Beach Ball Limited is attempting to evaluate the feasibility of investing in a new machine to
speed up the production of beach balls The cost of the new machine i1s R300 000 The cost
of installing the new machine amounts to R15 000 The financial manager has estimated the
cash inflows associated with this investment as follows

YEAR Cash inflow
R20 000
R50 000
R100 000
R150 000
R170 000

WM —

The firm has a cost of capital of 12%

21 Calculate the net present value (NPV) of the proposed investment 4)

(TURN OVER]
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22 Calculate the internal rate of return (IRR) of the proposed investment, rounded off to
the nearest whole percentage (4)

23 Evaluate the acceptabiiity of the proposed investment based on your calculations of the
NPV and IRR. What recommendation would you make regarding the implementation of
the project? (2)

[TURN OVER]
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ROUGH WORK
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Appendix A: Interest tables

Table 1- Future-value interest factors for R1 compounded at k per cent for n penods-
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Future-value interest factors for a R1 annuity compounded at k percent for n

penods

n

FVIFAw= Y (1+k J'
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Table 3 Present-value interest factors for R1 discounted at k per cent for n perods
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Table 4 Present-value interest factors for a R1 annuity discounted at k per cent for n pernods
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MARK READING SHEET INSTRUCTIONS

Your mark reading sheet 1s marked by computer and should therefore be filled in tharoughly and
correctly

USE ONLY AN HB PENCIL TO COMPLETE YOUR MARK READING SHEET
PLEASE DO NOT FOLD OR DAMAGE YOUR MARK READING SHEET

Consult the illustration of a mark reading sheet on the reverse of this page and follow the instructions step by
step when working on your sheet

Instruction numbers @ 10 @ refer 1o spaces on your mark reading sheet which you should fill in as
follows

o Write your paper code in these eight squares, for instance

P|{SIY|1|0fO0]-]|X

®

The paper number pertains only (o first-level courses consisting of two papers

WRITE | 0 | 1 | for the first paperand | 0 | 2 | for the second If only one paper, then leave blank

Fiil in your imtials and surmame
Fill in the date of the examination

Fill in the name of the examination centre

Q000

WRITE the digtts of your student number HORIZONTALLY (from left to right) Begn by filling in the
first digit of your student number in the first square on the left, then fill in the other digits, each one in a
separate square

In each vertical column mark the digit that corresponds to the digit in your student number as follows
i-]
WRITE your unique paper number HORIZONTALLY

NB Your unique paper number appears at the top of your examuination paper and consists only of digits
(e g 403326)

®

@ In each vertical column mark the digit that corresponds to the digit number 1n your unique paper
number as follows [-]

1) Questron numbers 1 to 140 indicate corresponding question numbers in your examination paper The

five spaces with digits | to 5 next to each question number indicate an alternative answer to each
question The spaces of which the number correspond to the answer you have chosen for each question
and should be marked as follows {-]

’ For offictal use by the invigilator Do not fill i any information here
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Aegstel UNISA

universi
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attendance register

Batch No
28092015MC0

s IETHIRER

Examination period

Student number L | I | | | I | | | !

Sumame

First Names

Subject
Code of paper [ - Nurnber of paper
Centre Date

This 1s to certify thal | have read the rules governing the examinations as sel out on the inside
cover of this examination answer book and in the examination instructions

That the mformation supplied by me In this answer book 1s correct and valid

tundertake o adhere to the procedures, rules and regulations of the University of South Afrca as
pubbshed in the official brochures

Signature of candwdate

owvameer || [ ] [ [ T T T T T T 1]

Signature of invigilator Ll 1 1 I I I l |

UNISA invigilator’s personnel number
NOTE Not a vaiid document if not completed by the Inwigilatar
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Batch No
28092015MCQ

[IRUERERDA

Examination penod

Student number [__i l I l | ] l

Surname

First Names

Subject

Code of paper Number of paper

Centre Date

This s 1o certify that | have read the rules goveming the examinations as set out on the inswde
cover of this exammation answer book and m the examination instructions

That the information supphed by me in this answer book 15 comect and valid

I undertake 10 adhere to the procedures rules and regutations of the University of South Afnica as
published in the official brochures

Signature of candidate

owever || [ [ [T T [T T T T]

Signature of invigiator LI l l I ] J l l

UNISA invigitator s personnel number
NOTE Not a valid document If not completed by the Invigitator




