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University of Swaziland
Department of Accounting
Supplementary Exam Paper - Semester - I1

Programme of Study :  Bachelor of Commerce
Year of Study . Year Three / Level Five
Title of Paper :  Corporate Finance [
Course Code : AC 325/416

Time Allowed : 3 Hours.

Instructions: 1. Total number of questions on this paper is four (4).
2. Answer all the questions.

3. The marks awarded for a question / part is indicated at the end of each
question / part of question.

4. Where applicable, submit all workings and calculations on the answer
sheet alongside the case.

5. Calculations are to be made to two decimal places of accuracy unless
otherwise instructed.

Note: You are reminded that in assessing your work, account will be taken of accuracy of the
language and the general quality of expression, together with the layout and presentation
of your final answer.

Special requirement : Calculator & Present Value Tables

This paper is not to be opened until permission has been granted by the invigilator.



QUESTION 1:
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Timbali Swaziland Ltd., is planning to request a Line of Credit from his banker. As a result the

firm has estimated the following sales forecasts.

Month Sales
April E 80,000
May 50,000
June 100,000
July 110,000
August 100,000
September 120,000

Other data is as follows;

a.  Receivables and payables balances at the beginning of the financial year are E
52,000 and E 32,250 respectively
b.  The balances of other relevant assets and liabilities are:
Cash E 5,270
Inventory 48,750
Accrued sales commission 2,250
c.  Cash sales are 30 percent. Credit sales are collected in the month following sales
d.  Cost of sales is 62 percent
e.  The only other variable cost is 5 percent commission to sales agents
The sales commission is paid in the month after it is earned
f.  Inventory is kept equal to sales requirements for the next two months’ budgeted
sales
g.  Trade creditors are paid in the following month after purchases
h.  General and administrative salaries amount to approximately E 6,000 a month.
Depreciation charges are E 600 a month
i.  Monthly lease payments will be E 1,000 per month
j. A minimum cash balance of E 10,000 will be maintained through-out the cash
balance period
Required:
i) Prepare a purchases budget (7 marks)
ii) Prepare a monthly cash budget of the first four months starting from 1% April
2014 to 31% July 2014 (12 marks)
iii)  Prepare an estimate of the required financing (or excess funds) for each month
during that period (4 marks)
iv) Required maximum line of credit? (2 marks)

Total (25 marks)
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K P JJewellers is a leading Jewellery Mart in Mbabane. They are contemplating to consider the

following independent projects as a part of their expansion plan.

Year | Expected net cash flows
Project Y Project Z

0 E (100,000) | E(100,000)

1 40,000 0

2 36,000 0

3 28,000 0

4 24,000 144,000

The cost of the funds invested in the projects is 10 per cent.

Required:

i)
i)
iii)

iv)

Compute Discounted Pay Back Period for both the projects

Compute Net Present Value of both the projects

Compute Internal Rate of Return of both the projects

RangeY: 10% - 12%; RangeZ: 8% - 18%
Which project(s) should be accepted under each of the above techniques?

 QUESTION 3:

(6 marks)
(8 marks)
(8 marks)

(3 marks)
Total (25 marks)

A. You are the owner of a small business which has the following balance sheet:

Current assets
Net fixed assets

Total assets

$ 5,000
10,000

$15,000 Total

Accounts payable
Accruals .
Long-term debt
Common equity

$ 1,000
1,000
5,000
8,000

$15,000

Fixed and current assets are fully utilized, and the sales/assets and sales/spontaneous
liabilities ratios will remain constant. Next year you expect sales to increase by 50
percent. You also expect to retain $2,000 of next year's earnings within the firm. What is
next year's additional external funding requirement, i.e., what is your firm's AFN?

(10 marks)
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B. The following income statement information is relevant for Trepak in 2014,

Sales E 78,000
Cost of goods sold (75%) | (58,500)
Gross profit 19,500
Fixed operating costs (12,000)
EBIT 7,500
Interest (5,500)
EBT 2,000
Tax (30%) (600)
Net Income 1,400

i) Compute the degree of operating leverage (DOL), degree of financial leverage
(DFL), and degree of total leverage (DTL) for Trepak. (4.5 marks)
ii) Interpret the meaning of each of the numerical values you computed in part i)
(3 marks)
1ii)  If sales turn out to be E 93,600 rather than E 78,000 what will Trepak’s EBIT and
net income be? : - (2 marks)
iv) Considering the above expectation redo part 1) and ii) (3 marks)
V) ldentify the possible reasons for the change in the values of DOL, DFL and DTL.
‘ (2.5 marks)
Total (15 marks)
Grand Total (25 marks)
QUESTION 4:

Write short note on the following:

i)

ii)
iii)
iv)

v)

Line of credit and Revolving credit

Briefly explain the capital budgeting process

Cash flow versus Accounting income .
Relationship between operating leverage and operating break-even point
Distinguish Discount interest loan and Instalment loan with add-on interest

(5*S = 25 marks)

End of exam question paper
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26 227952 20.1210 17.8768 15.9828 143752 13.0032 11.8258 10.8100 9.9290 9.1608 84881 7.8957
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r,
]
Present Value of an A:;nuity of $1
. Interest rate (i
Fe(r:;ds 13% 14%  15% 16% 17% 18% 19% 0% 215;4 0232:7 0283:0 oﬁ:s
. 08772 0.8696 08621 08547 0.8475 0.8403 08333 082 ) ;
B R Rl R
3 23612 23216 22832 22459 . . . 20739 2042 204 1o
2 29745 29137 28550 27982 27432 26901 26386 25887 25404 2493 24483 24003
"5 35172 34331 33522 32743 31993 3.1272 3.0576 2.9906 29260 2863 28033 27454
6 39975 .3.8887 37845 3.6847 35892 34976 34098 33255 3. 31669 30023 30208
22883 41604 40386 39224 38115 37057 36046 35079 3.
33 :’;gzsg' 46389 24873 43436 42072 40776  3.9544 38372 37256 36193 3.5173 ggg_é
9 51317 49464 47716 46065 4.4506 4.3gic1> 2.;223 2.%;2 3’8(5]31 g.gggg g.%ga 35635
10 54262 52161 5.0188 4.8332 46586 4. . ) 4041 352 iR e
11 56869 54527 52337 5.0286 ' 4.8364 46560 4.4865 43271 1769 40354 39018 27757
12 59176 56603 54206 51871 49884 47932 46105 44392 4.3624 41274 3982 38514
13 61218 58424 55831 53423 51183 49095 47147 45327 2.431? 42028 40530 39124
14 63025 60021 57245 54675 52293 50081 4.8023 46106 4317 42646 41082 35616
15 64624 61422 58474 55755 53242 50916 48753 46755 3‘5364 4312 41530 40013
}g ‘ g'gggi §;§§§; g'gi% ggi‘gg 21332 gig :'3257;; ::%ﬁg 45755 4.390§l 3};3? 2.33319
: ’ : : 4418 y
18 68399 64674 6.1280 58178 55339 52732 50333 4.8122 4.5012 44187 42431 40738
19 69380 65504 61982 5.8775 55845 53162 5.0700 48435 4.2_3‘67 44215 42677 40567
20 70248 66231 62593 59288 56278 53527 51009 4869 4. 4503 42785 41103
6.6870 63125 59731 5.6648 53837 5.1268 4.8913 4.6750 447 . .
g ?zﬁ:g;g 67429 63587 60113 56964 54099 51486 49094 4.6900 4.4882 4.3%; 2.}.;3?
23 72297 67921 63988 6.0442 57234 54321 51668 - 4.5245 47025 4.49% ng 41371
5o fmopim e the tes aml dm UM UG G Lo
. 6.4641 60971 5, . . 9476 4. ; . .
gg 3"33?3 ' g.?o%% 64906 6.1182 57831 54804 52060 49563 47284 45196 43278 4.151;
57 74086 69352 65135 6.1364 57975 54919 52151 49636 47342 45243 43316 z.;gés
28 74412 69607 65335 6.1520 5.8099 55016 52228 4.9697 4.73%0 4.5281 453;(1; 41566
29 74701 69830 65509 6.1656 5.8204 55098 52292 49747 47430 45312 4 3371 41585
30 74957 70027 65660 6.1772 G5.8294 55168 52347 49789 47463 45338 2.3407 41601
31 75183 70199 65791 6.1872 5.8371 5.5227 52392 49824 47450 45359 4. 407 41614
32 75383 7.0350 65905 6.1959 5.8437 55277 52430 49854 47512 45376 4.34 21 41624 >
33 75560 70482 66005 62034 5.8493 55320 52462 4.9878 47531 45330 4. 431 41632 R
34 75717 7.0599 66091 62098 58541 55356 5.2489 49898 47546 45402 43 0 41639 %
35 75856 7.0700 66166 62153 58582 5.5386 52512 49915 47559 45411 43447 4. s
& 75979 70790 66231 62201 58617 55412 52531 49929 47569 45419 43453 41649
3 . : ] ; ) ) 47 49941 47578 45426 4.3458 4.1652
37 76087 7.0868 66288 62242 58547 55434 5.254 :
61 485951 47585 45431 43462 4.1655
38 76183 7.0937 66338 62278 5.8673 5.5452 525 -
2 48955 47591 45435 43465 4.1657 e
39 76268 7.0997 6.6380 62309 G5.8695 5.5468 5.257 465 41657 B
20 76344 71050 66418 62335 58713 55482 52582 49966 47596 45439 43 .




