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Final Assessment FMAQ1A1

June 2019
Question 1 (5 marks)
1.1 What is the prime objective of the Financial Manager of a business? (2 marks)
1.2 How does the Financial Manager achieve this objective? (3 marks)
(5 marks)
Question 2 (35 marks)

Part A

An investor is considering making the following investments:

2.1 AR175 000 lump sum at a simple interest rate of 7,75% per annum for 4,5 years.
2.2 AR600 000 lump sum at a compound interest rate of 8% per annum for 3 years.

2.3 Anannuity of R25 000 per annum at the end of each year for 4 years at compound
interest rate of 8% per annum.

Required:
A1. Draw and label a time line for each of the investments. Determine the future value of the

investments under consideration for 2.1; 2.2 and 2.3.
(15 marks)

Part B
An investor is expecting the following returns on investments made today:

24 Alump sum of R750 000 payable at the end of 3 years assuming a rate of return of 7%
per annum.

2.5 Anannuity of R240 000 payable annually in arrears for 5 years assuming a rate of return
of 6% per annum.

Required:

B1. Draw and label a time line for each of the investments. Determine the present values
(PVs) of the expected returns on each of the investments made for 2.4 and 2.5.
(10 marks)
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Question 2 (continued)

PartC

2.6 A father has decided to make an investment in order to provide for his daughter’s tertiary

education. He is expecting her to require funding for four years of tertiary education. He
expects that R300 000 per annum will be required for each of the four years. He wishes to

make the same lump sum deposit each year from the beginning of 2020 up until and

including the beginning of 2028 in an investment eaming compound interest of 6% per
annum . At the end of 2028 the investment will be realised and the amount accumulated
will be invested in an annuity at compound interest of 7% per annum, paying R300 000
per annum from the end of 2029 until the end of 2032. His daughter is expected to start

her tertiary education at the beginning of 2030 and complete it at the end of 2033.

Required:

C1. Draw and label a time line for the above investments (Either individually or combined).
Determine how much the father has to invest in the annuity so that he can provide for his

daughter's tertiary education. (10 marks)
(35 marks)
Question 3 (60 marks)

CapVest (Pty) Ltd is considering expanding its operations and will need to make a capital

expenditure decision. The following information relates to three possible capital expenditure

projects. Because of capital rationing only one project can be accepted.

Project
X
Initial Cost R400 000
Expected life 5 years
Scrap value expected R20 000
Expected Cash Inflows: R
End Year 1 150 000
2 130 000
3 125 000
4 110 000
5 100 000

The company'’s cost of capital is 14%.

Required:

3.1 Calculate the Payback for each project.

3.2 Calculate the Accounting Rate of Return for each project.
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Project
Y

R460 000
5 years
R30 000
R

190 000
130000
90 000
90 000
90 000

Project
Z

R360 000
4 years
R16 000
R
100 000
110 000
170 000
190 000

(9 marks)

(9 marks)
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June 2019

Question 3 (continued)

3.3 Calculate the Net Present Value of each project (20 marks)
34  Calculate the Internal Rate of Return of each project (18 marks)
35 Give reasons for deciding which project should be accepted. (2 marks)
3.6 Explain the factors management would need to consider in addition
to the financial factors before making a final decision on a project. (2 marks)
(60 marks)
[100 marks]

END OF PAPER
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