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INSTRUCTIONS

The Paper contains four (4) Questions

Answer all four (4) questions

All questions total ninety (90) marks.

DO NOT repeat material.

Write legibly. Write your answer clearly. Use numbered headings or 

subheadings to show which part of your answer refers to which 

question.  Example: Question 2 (a)



Question 1
This semester you were requested to choose any listed firm of your choice.  With reference to

this particular firm:

a) Who are the top shareholders of your firm? [7 Marks]

b) What  are  the  potential  conflicts  of  interest  that  you  see  emerging  from  this

shareholding structure?           [10 Marks]

c) Discuss any external measures of the quality of corporate governance of your firm? [8

Marks]

d) Discuss any tangible evidence that your board acts independently of management? [7

Marks]

[Total 32 Marks]

Question 2

You borrow $10,000 today and will repay the loan in equal instalments at the end of the next

4 years. 

a) How much is your annual payment if the interest rate is 9%? [4 Marks]

b) Draw up a loan armotization model to service this debt? [8 Marks]

[Total 12 Marks]

Question 3

You can buy a property today for $3m and sell it in 5 years for $4m . (You earn no rental

income) 

a) If the interest rate is 8% what is the present value of the sales price? [4 Marks]

b) Is the property investment attractive to you? Why or why not? [3 Marks]

c) Would your answer to (b) change if you also could earn $200000 per year rent on

the property? [4 Marks]

[Total 11 Marks]
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Question 4

The expected cash flows of three projects are given below. The cost of capital is 10 per cent.

Period Project A

$

Project B

$

Project C

$
0 (5000) (5000) (5000)
1 900 700 2000
2 900 800 2000
3 900 900 2000
4 900 1000 1000
5 900 1100
6 900 1200
7 900 1300
8 900 1400
9 900 1500
10 900 1600

a) Calculate the payback period, net present value, internal rate of return and return

on capital employed of each project. [30 Marks]

(b) Show the rankings of the projects by each of the four methods and comment on

your findings. [5 Marks]

[Total 35 Marks]

END OF EXAM

LIST OF FORMULAES

IRR (%)  =   A + [ (B-A) * (a / (a+b))  ] 
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A.R.R. = ROCE  =  Average profits
                Average Investment
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	Average Investment

