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SECTIONA
Answer all Questions In Ihis Secllon (1.5 Marks each)

I The real owners of any business are 1 e sharcholders,
2. A marke! where (Inanclal Instruments are resold among fyaston 15 knowmn o

.................... markel,

L

Financial markels can be classified In ferms of cash markels and . markets

4. A technique in capital budgeling that uses the scrap value 1o rescue o projecl while:
calculating ils payback is known as payback With ..o

5. An investiment proposal Is being considered by Davld Global venlures Migy, Lich, The
invesiment will cost N125000 with an annual end-of-year cash llov/ of 1400000 lor four
(4) years al 10% annuadl rate of return, Defermine the NPV of this Investment projecl
as a criterion for the acceplance of olherwise of the project, Approdmale your
answer to the nearest fen..............

6. A method by which all cash flows affer the inffial investment are converled, by
assuming that the cash flows can be reinvested al the cost of capltal, lo a single cash
inflow at the end of the project's life is known ds ...

To coivvisiassiemmuses is the sector of the financial marke! that includes linancial instruments
with a maturity or redemplion dale one year o less at the lime ol issuance

B, o is the seclor of the financial marke! where financial Instruments

(that take longer than a year to malure) issued by corporalions and qgovermmenlts 15

fraded.

9. The rale that equates the PV of all cash inflows with The PV of all cash oulllows Is
known as 1he .......ccen

10. The method thal examines investment opporlunities for Ihe purpose of making the
best decision iS.....c e

11. The market for frading short-term financial instruments is

12. The «eiviiiien debenlure is not given any security on the assels of a company.
18: convememiie Shares do not have malurity dales in which they could be redeemed,
14, iiiseiswivins shares have fixed dates of maturity,

1




15 Inthe evanl ol boankroplcy, 2 Chyeses ciim enfilifleed 1y Thei figtl bevemsshenandy

18 verersvrrn . re profils accumulalnd by a company ovel the yean W (o
specilicaly sel aside 1o be vsed lor any luture copate Fese i el

SECTION B

Answer Question one (1) and any ofher lwo (2) Questions lrom this seclion

Question 1 (16 Marks)

a  Ballimore Mig, Plc s 1o exnf ule a project with the clerle) boeslevas Agapstcaise thie ficaqeset

using the payback period with o baloul (7 Marks)

YEAR OUTLAY (M) CASH FLOW (N) SCRAF VALUE (M)
0 | (100,000)

] 30,000 0,000

2 30,000 14,000

3 30,000 |7, 000)

4 40,000 -

5 20,000

b, An investmenl proposal is being considered by David Global vantures Mig. Lid, Tre
investment will cost b125,000 wilh an annuol end-ol-year cenh Nove ol Wa00,000 Tor four
(4) years at a 10% annual rate of teturn. Delamming the NPV of 1his invasiment project
as a criterion for the acceplance of othervwlse of the projacl (9 Mar.ts)

QUESTION 2 (15 Marks)

Businesses ge! finance from different sources; axplalin Ihe |

a. equily,
b. preference shares; and
c. debenture sources of finance. (5 Marks each)

QUESTION 3 (15 Marks)

a. A company has 2 invesimen! proposals to choose from, use the ARR tachnigue o
determine which investment proposal 1o choose using the inforrmation glven in the

table below. (15 Marks) |
Proposal 1 Proposal 2 .
i Automalic Machine | Ordinary Machine
Cost . »220,000 MN60,000
Useful life 5.5 years 8 Years B
TEslimated annual Sales | N150,000 N150,000
Costs: Materials N50,000 N50,000
Labour 12,000 60,000
Varable Overheads 24,000 20,000




QUESTION 4 (15 Marks)
Explain the following terms as they relate to finance

Financial assels
Money market
Capital market
Primary markel
Participaling preference shareholders (3 Marks each= 15 marks)

®000g

QUESTION 5 (15 Marks) r

a. Finance is an important tool in achieving the objectives of businesses and countries.
Explain this concepl with its features. (8 Marks)
b. Explain the Ihree areas in the field of finance. (7 Marks)



