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SECTION A

Answer all questions in this section (1.5 Marks each)

1. The real owners nl any Business are tht.ces wess shareholders.

p SO S y S o PV «eivv.... shareholders can be paid arrears of
the dividends entitled lu Lhem in subsequent periods where pPOFlt
is made by the company. ’ - -

- 3. Preference shareholders that can 5L111 be entitled to share from
extra profit left after the equity shareholders have been catered
for are known as ........... preference shareholders.

4. A “legal document which acknowledges the indebtedness to the

company”™ is KNOWN A8 ...vumesvnrs s

. A technique in capital bLudgeting that uses the scrap value to

rescue a project while calculating its payback is known as

paybhack With: swei i soee sl faivs o o

6. The algebraic sum of the present value of all the cash inflows

“associated with the project less the net cash outflow of the
HPOTEEE A5 "KAONH T cets sevwman Suss

7. An investment proposal is being considered by David Global
ventures Nig. Ltd. The investment will cost N125000 with an
annual end ol year cash flow of N4000OO for four (4) years at
10% annual. rate of recturn. Determine the NPV of this investment
project as a criterion for the acceptance or otherwise of the
project. Approximale your answer 1o the nearest tep.

8. Is this project in quesltion 7 above viable?

9. A method by which all cash flows after Uhe initial 1nvestment
are converted, by assuming that the cash flows can be re-invested
at the cost of capital, lo a single cash inflow at the end of
the project’s life is known as S

18. The ratio that measures (he ability of a business to
short-term liahilitics a= [hey fall
assels dis known as

[
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11. The ratio thal measures Lthe velocity in number of Limes per
period at which the aveprage- figure of trading stock is being
sold (turned over) is known as

12. The

samounl of Lime it takes a firm Lo’ receive paymenls owed by
its

customers or clients in terms of accounls receivable 15 known

as

------------------------

13. The rate that equates Lhe PV of all cash inflows with the PV of
all cash outflows is known as the

14. In profitability index, a project will be accepted if the PI is
greater than or equal Lo i

15. The process of selecting alternative long-term investment
opportunities is known as

16. The ratio that measures the financial leverage of a firm is the

17.A ratio used in assessing the profitability and capital
efficiency of a firm is called '

18. The formula for calculating currenl ratio is given as

.........

19. Preforence shares with a Fixed date of maturity is called
20. Another name for founder shares is ...

SECTION B

Answer question 1 and any other two

Question 1 (20 Marks)

KB International plc manufactures and sells a range of machine tool accessories.
The company is considering an investmen! of N12.0 million in new production plant
and machinery for the product. The new facility is Lo be operalional from 1 January

2022. It will have a Llife of five years and at the end of its life it will have a

residual value of N1.® million. Tt is expected that the facility will have

signilicant benefits. Firstly, il will increase JKBs® production oulput of diamond

milling Lools by 10%. Tolal contribulion from new sales is expected Lo be N2,865,000
in 2022 increasing annually by 5% per anoom oonlil 2006, Secondly, it will reduce
the producl’s direct laboinr and direct malerilal costs by 20% per unit which will

resultl in savings of "£1L,680,000 on exisUing productlion in 2022. Having made these
2

cosl savings, Lhe company expecl cosls Lo remain constant Lo 2026 due to continual

efficiency improvements. JKN pays corporabion tax al the rate of 20% on its taxable

profits which is paid one year in arrears. (Assume Lhal nel cash Flow is the

same
as taxable profit)

+ Glven a cost of capital equal Lo 11.3%, Use Lhe NPV approach 1o
prepare a reporkt on the viabilily of Lhe project and advise Uhe company



Question 2 (10 Marks)

Oduduwa Nig. Plc. is Financed by N6Om NI ordinary shares currently

valued at 1561k per share. The resulls of

are as follows:

Year tarninﬁs (N)
B i e
2003 18m

2002 1om.

2001 15.4m

2000 13.9m

Calculate the company’s cosl of capital

Question 3 (10 Marks)
Briefly discuss the following raltios

1. Current ratio

2. Relurn on capital employed
3. Quick ratio

A. Gearing ratio

. EFarnings per share

Question 4 (10 Marks)

Fhe last five financial years

Dividend (N)

15.6m
15m
13.2m
1.2.3m

11.0m

The Niperian financial market has been Lransformed with the emergence

of financial Lechnology (fintechs) companics.

Discuss the implication

of their activitics on Lhe Nigerian financial market and economy.



