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Financial Management

QUESTION ONE

FMA720S

[MARKS]
 

a. Write short notes on the following concepts/statements:

i. Balance Sheet preparation using the accrual accounting approach.

il. Time Value of Money Principle.

ii. Capital Budgeting Techniques.

b. Using the financial data provided below, complete the following balance sheet and

income statement:

Balance Sheet
 

Assets (N$ ‘000) Liabilities (NS 000)
 

Cash

Accounts receivable

Inventory

Net Fixed Assets

Accounts payable

Long-term debt

Commonstock

Retained earnings

400

200

 

Total Assets Total Liabilities and Equity   
Income Statement
 

(NS‘000) 
Sales

Net Profit 
Cost of goods sold

  
neonestan

 

Total Asset Turnover = 2 Quickratio = 0.8
 
Gross Profit Margin = 25% Inventory turnoverratio = 3
 
Debt ratio = 60% Return on Assets = 2%  

 Average Collection Period = 36.5 days (based on 365-day year)   

(5)

(5)

(5)

(10)
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Financial Management FMA720S

QUESTION TWO [MARKS]
 

a. Give a detailed description of the four key focal areas for evaluating the financial
(8)performance of any agribusiness.

b. The accompanying table showsthe balance sheets and incomestatement information

for an Agribusiness for the years 2016 and 2017.

 

 

Accounts Receivable 200 © 260 |

Inventory is 400 ~=~—— 480

Gross Fixed Assets at cost 1,200 | 1,400 .

Less: Accumulated depreciation 400 600

Net Fixed Assets 800 | 800.
Total Assets — 1,430 | 1,560

Accountspayable= «=|230, 300.
Accruals 200 210

Notes payable a 100 100.
Long-term debt 300 300

Commonstock 100 | 100 |

Retained earnings 92 FeBt a AEE OS” nee OF
Total Liabilities and Equity 1,430 | 1,560 |

Sales 4,000. 4,500.
Cost of Goods Sold 3,000 3,500

Net Profit | 200 300°

i. Compute andinterpret the following:

a) the currentratio of the agribusiness in 2017 (4)

b) the debt ratio of the agribusiness in 2016

li. Compute the Agribusiness’s DuPont ratios, in terms of ROE, for both years.

 

Based on the computed DuPont ratios, conduct a timeseries evaluation and (13)

identify the financial performanceareasthat influenced the Agribusiness’s ROE.

TOTAL MARKS [25]
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QUESTION THREE [MARKS]

Consider.ABC Ltd, a small enterprise, whose primaryactivities are the purchaseandretailing of

horticultural products. The companyhasreceived a large orderand anticipates the need to go to

its bank to increase its borrowings. As a result, it needs to forecast its cash requirements for

January, February, and March. The company’s actual sales in November and Decemberand

projected sales for January through April are as follows (in thousands):

Sales (Actual/Projected) N3$’000

November 200
December 600

January 400

February 800
March 900

April 750

All sales are credit sales. Typically, the companycollects 20 percentofits sales in the month of

sale, 70 percent in the subsequent month, and 10 percent in the second monthafterthesale.

The purchase of horticultural products is expected to 80 percent of the previous month’s sales.

Payments for these purchases is expected to occurin the monthafter the purchase. Laborcosts,

including overtime, are expected to be N$150,000 in January, N$200,000 in February, and

N$160,000 in March. Selling, administrative, tax, and other cash expenses are expected to be

N$200,000 per month for January through March. The ending cash balance for the month of

Decemberis expected to be N$50,000.

Onthe basis of this information, answerthe questions below:

a. Assuming that the company will have a cash balance of N$40,000 at the beginning of

January, prepare a cash flow budget for the months ofJanuary, February, and March. (21)

b. Interpret the cash flow budget you have prepared in part (a) and make recommendations on

the financial viability of the plannedactivities. (4)

TOTAL MARKS [25]
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QUESTION FOUR [MARKS]

a. Suppose a small-scale horticulture farmer in Okahandja Park you would like to investigate

the financial feasibility of producing bulb onions in the coming producing season. Suppose

further that the farmer approaches you for advice on the expected revenues,costs and returns

associated with bulb onion production. To aid your analysis, the farmer provides youthe

following scrambled information on bulb onion production and marketing.

Seeds NS1 10 x 250 sachets
Fertilizer NS40 8 x 50
Allocated interest N$1200/ha lha

Selling price N$40 10

Allocated O N$4,300/ha lha
Labor N$2/hr 1200hrs

ield hectare 10 tons/ha

Other onalcosts NS0.1

i. Using the information provided to prepare a bulb onion enterprise budgets, whose

base unit is per hectare. Is Bulb Onion productionfinancially viable? Explain your (16)

answer.

ii, Using the information contained in the enterprise budget you have prepared in part

(1) above, to estimate: (4)

a. the break-even price per 10 kg bag of bulb onion.

b. The shut-downprice per 10 kg bag of bulb onion

b. Consider a farmer who wants to borrow N$250,000 at 12% annualinterest. The loan has a

maturity period of 4 years. Supposethe loanis to be amortized into four equal annual end-

of-year payments. Prepare a loan amortization table showing the interest and principal (5)

components of eachofthe four loan payments

TOTAL MARKS [25]
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