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INSTRUCTION: Attempt QUESTIONS TAND 2 N SECTION A AND ANY OTHER TWO
OUESTIONS INSECTION 1

Marks will be awarded Tur neat and orderly presentation of answers
SCLCTION A (Attempt all the Questions i this Section)
OUESTION |
& Read and 'ass Ple has 1,200,000 shares al current muarket price of #1135 pershare. The company nevds &5,
GUOLEND ta finance its proposed expansios projzet, The Boand of the eompany has decided 19 15sue Fighits for
rarsing the required money. Subscription price has been fixed at W60 per share: this is deliberately set below
tha ivarket price 1o ensure that the rights ssue is fully subscribed
Iequired:

What are the possible actions open 1o the investors of the company? (Ymarks) 2
b Datermine the effect of the rights {ssue on the wealth of a skareholdur holding just 4 shares urder 2o
L il e simtiams geailable 1o Bimg ey 4 e = - | =narlis) E
k- Dzvime Fiscal Polley? Discuss the effects of Fseal poliey on business Hinance m Nigeria 17 murky)

- b

OUESTION 2

d)  Bources o) capntal are the avenues availakle for eorporate business o obtain funds fo1 busingss

cperatons. Explain in details Gve medium-term sources of fund. (£ marks|
.

b} L.ist 10 suppart institutions created by governument to ease SMEs" access to Mnance (3 marks)

¢} Lsplain the factors affecting n company's cheice of Hnnce (5 marks)

SECTION I (Attempt any two Questions in this Scction)
QUESTION 3
oo [anksare generaily involved inthe act of borrowing short and lending long and as sueh there is the need for
adequate hgquidity Lo ke care of the possible mismiteh, As a student of {inaifve, avhat do vou think are the
otler reascns for Keeping sullicient lquid assets? (% marls)
. k. Most organizations find equity finaseing more attractive than any other corporate financing because it is
dilficult to extinguish in the capital structtre, On wiat ather grounds can Common Stack be considered ns
the mest dependuble corporate source of finunce?

{4 Inurk:i] &
) 5 u
; e it ¥
€. Wiite shorl note on the fallowing concepts: = e ]
. Capnal struciure - 7
4 i it =
i Pre-emptive rightss - o ™
i Convertible debenture «
. 20 ¥ =
. Currency risk 1
v.  Financial leverage 'i"l-'l it
v, Iisk transfer -
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QUESTION 4 ‘ ,
4 Lxpluin how preference share capital should be treuted in computation ol & cmmpatty s F;"'"““Lq R \
(5 anrhy i

; .

b The lollawing information relates o Alabi-Ade Limited [or the period entled 31" December 2017 ’ g~
M v
Sales == 50,000,000 i
vanable cost ] {20,000,050) '
Contribution 30,000, GO0 .
Flxed Oparatlng Cost [ 160,000,000} . Y
ERIT 20,000,000 '
Interest an Debt (5,000,000}
LBT 15, Co0, 000 .
Taxation | 6,000,000)
FAT 3,C00.000 .
iequired: 1 &
|, Determine the desrees of operating leveroge, fnancial leverape and combined leverape. Interpret your
results g (3 marls) '
il 1T sales rise by 40%, by what percentage would EBIT increase? {1 mark) _
- Discuss the clusses of investors in relarion to their different attitudes ta risk. (6 marks) 5 i fe
- 122 @&
QUESTION 3 J S
a1 Explain the following with clear illustrations: Lx_ it
. i bedomol Governinet sivings bone - = . = i
i, Lages State bond
iit.  Sukuk
. iv.  Equities .
v, Commercial paper. (10 mrks)
by With the afd of & diagram, illustrate the Nigerian capital marsel ecosystem, {3 marks)
Cuestion 6 . i
| a) Derive the money (depusit) ur credivmuluplier mathenmtically. {Assume that the reguired reserve i
i 5 the same for all deposit money banks and that banks hold zerv exeess reserves). (L0 murks)
| b) Discuss any five (3) roles of the banking system in the Nigerian economy. {3 marks)
i F s ™ .
i i
~ 3
b
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UNIVERSITY OF ILORIN, ILORIN
DEPARTMENT OF FINANCE
FACULTY OF MANAGEMENT SCIENCES
UNIVERSITY EXAMINATIONS 201872019 SESSION
BSc. (ACCOUNTING, FINANCE) DEGREE EXAMINATIONS

I LEVEL: 200 SEMESTER: IHIARMMATTAN
COURSE TITLE: RUSINESS AND CORPORATE FINANCE NO.OF CREDITS: 3
COURSE CODE: FIN 201 TIME ALLOWEID: 2/ HES

DATE: 05032019

INSTRUCTION: a) Attempt all the two questions in section A and any two question in
section B

b) Clear presentation and neat work required
¢) Avoid any form of cheating

SECTION A (Attempt all the Two Questions in this Section)
QUESTION 1 .~

a) Dave-Damola Ple. has just issued 107 convertible debenture stock with 2 right of
conversion into equity stock in 4 yvears® time. Each NIMD stock can be converied 1o 4
shares. The current market price of share is given as N2 with the annual gmwth rats of
2%. The current market value of loan stock is N110 (N100 nominal value plas 10%
interest).

Required:
Caleulate the conversion price, conversion value and conversion premium (5 marks)

b) ORE-OTA"s Company is having a capital structure that is made up of. Eguity Shars
Capital of N1.00D0O.OO at N2 each; 10%% Preflerence Share Capital of N300.000 ¢ %1
cach; §% Cumulative Preference Share Capital of N500.000. The company mads sales of
200,000 units @ the rate of N3 each. The following were other costt Fived cost
N150,000; Vanable cost: 40% of selling price; Tax rate: 30%

Required:
Determine the degree of operating. financial and combined leverages and commen: on
your result (5 marks)

€) A company announces a 2 for 5 rights issue at a price of N300 per share. The market
price aof the existing shures before the rights issue is N370.

1

l el Dl Al CAME RS
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Required:

Determine the ex-rights price, rights value and comment on your results (5 morks)

(totnl =15 marks)

Question 2 o~

a)  Define the term Risk. Discuss the different attitudes that can be exhibited towards risk

taking activities in business (8 marks)

b)  Government while pursuing its fiscal policy objectives may spend more than it raises in
taxes. When this oceurs, the difference might have to be borrowed.

Required:
i, Qutline the main sources of barrowing for government (3 marks)
il [dentify the eflects of fiscal policy on business finance in Nigeria (4 marks)

(total =15 marks)

SECTION B (Auempt all the Two Questions in this Section)
Question 3

Write short notes on the following sources of finance:

i.  Franchising {3 marks)
ii. Factoring (3 marks)
iti.  Trode Credit (3 marks)
iv. Commercial Paper (3 marks)
v.  Venture Capiral (3 marks)

(total =15 marks)

Question 4 v

a) Small businesses usually, find it difficult to access finance from formal financial
institutions like Deposit Money banks (DMDs) due to some reasons, Bricfly discuss of
the reasons behind their inability 1o get timely and adequate funding from such sources

(7 marks)
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b) Explain the treatment of preference share capital in the computation Gearing ratio

(¥ marks)
(total=15 marks)

Question 5

a) Liquidity management is a concept that is explained via some theories. Explain five (5)
theories, relevant 1o the management of liquidity in firms (10 marks)

b) Give five (5) advantages of Debenture as a long-term source finance for companies.
(5 marks)
(total =15 marks)

Question 6

a) List and explain the factors affecting a firm's choice of finance souree (12 marks)

b) Explain the reason why the theoretical ex-right price will be lower than the cum-ri ghts
price in Rights Issue (3 marks)

(total =15 marks)

(Total marks obtainable= 60)

BEST OF LUCK!!!
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29. Bukola Aremu Ade company is considering a project that calls for an initial cash outlny of ¥ 50000,
The expected net cash inllows from the project are N 7791 Tor ench 10 years, What is the IRR of the

project”?
A, bpercent K percem
B 7 percenmt 1 U percent

30 Abdulquddus 1s considenng an myestment that will cost N8SOOO and have auselul hife of 4 years
During the first 2 vears. the net incremental alter-tax cash Nows are M25000 per vear and for the last

two vears they are 320000 per vear, What s the pamvback period for tins investment?

A. 32veas C 40vears
B 35vears D Cannot bé determined from this
information

SECTION B (Attempt All the two Quesrions in this Section)

QUESTION
a) The prudential guidelings tor hanks in Nigeria tissued by the Central Bank ol Nigena) have more 1o

sav the on classification of nonperforming loans of Nigerian Banks Discuss the classilication and

identifs the objective and subjective enteria for each cliss (8 murks)
b) Discuss the factors influencing the working capital requurements ol o irm (7 murks)
QUESTION2

Financial admumistration can be defined as the management of the Tinances of an organization in other to

achieve the financial ohyectives of the organizativn

HRequired:
g) Explain the financial and non-linancial objectives of an organization (1 marks)
b) Identify the functions of financial admimistration (& marks)
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mu Ade company is considering a project that calls for an initial cash outlay of N 50000,

29, Bukola Are
d net cash inflows from the project are N 7791 Tor each 10 vears. What is the IRR of 1he

The expecle

project?
A. 6 percent C. B percem
B, 7 percent D. 9 pereent

10. Abdulguddus 15 considering un investment that u\'ﬂ}__t;ust ME0O000 and hove a uselul life of 4 years.

During the first 2 years, the net incremental afler-tax cash flaws are 25000 per vear and for the last |

two vears they are 220000 per year W hat i tre payback period for this investiment?

A. 3.2 years C. 4.0 yenrs

B. 1.5 years D. Cannot be determined from tins

information 4

SECTION B (Attempt All the hyo Questions in this Sccrion)

QUESTION |

a) The prudential guidclines far banks in Nigeria tissucd by the
gerian Banks. Discuss the classilication and ‘

Centenl Bank of Nigerin) haye more 10

say the on classification of nonperforming loans of Ni

identify the objective and subjective criterin for ea (8 marks)

ch class.

b) Discuss the factors influencing the warking capital requirements of a firm (7 marks) y

QUESTION?2
Financial adminisiration can be defined as the manngement of the i

nances of an organization in other 0

achieve the financia) objectives of the organization.
Rﬂil_lﬁrﬂ!:

% Expisin the financial and non-financial objectives of an organizalion.

A L= A

b)) Ve, ; .
R 2 *d-‘-““!a_'_u“? functions of financial administration.
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U Which of the following is least likely to be a reason for seeking stock markel floatation?

A, Improving the existing owners’ C. Enhancement of the company s
control over the business mige
B. Access 10 a wider pool ol finance D. Transker of capital to other uses

10. Which of the following sources of Finance to companies s the most widely used i practice?
A. Bank borrowmes C New share issues

B. Riglhts issues 1D Retained earmings
1. Which of the lollowing risks can be chmmated by diversification”

A. Inherent risk C. Market risk

B. Systematic nisk D. Unsystemalic nsk

12. When calculating the weighted average cost of capital. which of the following 1s the preferred
method of weightuing?
A. Book values debt and equity

B. Average levels of the market values of debi and equity (1gnoring reserves) over live vears

C. Current market values of debt s equily (IRIONNG rescrves)

D. Current market values of debt and couily (plus reserves)

13. In caleulating the proportional amaunt of equity linancing employed by i firm, we should use:

A. The common stock equity accaiint on the statement of financinl position

B. The sum of comman stock and preferred stock on the statement of firiieitlpEIEOT
. The sur

C. The book value of the firm -
; . oS liﬁ1‘ A
D. The | market price per share of conimon stock times number of shares pulsta
¥ Curren
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re capitul should be rrented In camputation ol 8 company’ s geatiig
(& marks)

QUESTION 4

o Exploin haw preference shi

b, The following information relales ta Alabl-Ade Limited for the period ended 3" December 27

N
Sales 50,000,000
varlable cost (20,000,000
Contribution 30,000,000
Fixed Operating Cost { 10,000,000}
e ERIT 20,000,000
4:,.-""! interest on Cebt (5, 000,000)
<’ EBT 15,000,000
: Taxation {6,000,000)
PAT 9,000,000
Required:
i. Determine the degrees of operating leverage, fnancial levernge and combined leverage. Interprel your
results : (3 marky)
{1 murk)

i, If sales rise by 40%, by what percentage would EBIT increase?

to their different attitudes 1o risk. {6y muarks)
{ T
Pl LR A

r A Y

-

c. Discuss the classes ol investors in relation

JUESTION 5
‘a) Explain-the following witl: elearil

i Federal Government savings bond

ii, Logos State bond 7 - LS
iii.  Sukuk -
iv. Equities -~

v, Commercial paper. -

DT T Lo, | T —— *ﬁ‘l

(10 marks)
b) With the aid of a diagram, illustrate the Nigerian capital market ecosystem. (5 marks)

Question 6
a) Derive the money (deposit) or credit multiplicr paathematically. (Assume that the required reserve ratlo

i< the same for all deposit money banks and that banks hold zero excess reserves). (10 marks)
b) Discuss any five (5) roles of the banking system in the Nigerian economy. (5 marks)

e .
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DINIVERSTEY OF 110N, HOIUN
DEPAITAMENTD OF FINANUI
l:p\l'l*l.'l'\' ur ALANAGENIENT NUTENUES
INIVERSITY PNAMINATIONS i3 SEsSION
PN (TN AN T nEGuyE b NAMINATHINS )
LEVEL: 200 ' NINMENTT I HARMMATIAN
COURSE TITLE: HUSINESS AND CORPORATE FINAKNL | My O I'Il'F.IH"I_H] 3 . )
COURSE CODE: FIN 201 Timn ALLOWELD: 2% RS
DATI: U2 X7
INSTRUCTION: a) Attempt gl the fwo guestiins Iy section A and piy 11&-_-_1.1111'1!1!111! in aeetion B
b} Clenr presentation and peal wor
¢) Avold any form of cheating

1

ke required

SECTION A (X6 Murks)

Question |

nade up ol Fyuity Share Capital of
apital ol NSODOUD ol N1 ocach, B% Cumulative
¢ sules vl 200,000 units at the rate of N3 cuch.

A0 ol selling price; Tox rate: %

detvre that 18 1

a) ORE-OTA's Compiny is having o capital st
NIOn0000 ar N2 oeach; 10% Meterenve Shnre U
i'reference Share Capital of NS00,000, The vonnpuny i
(e fallowing were other cost: Fixed cost: N1 so 000 Virahle cost

RL“L]H.{F‘EI;{I
i) Find both gpernting and finaneal leverape pnd conument on your resull
i) Find the degree of your answer in (i above
i) Using the rvesult obwained in (Y above, 1 sales Inerense und decreases both by 20% and 40%,
what will b the effecton IV
W) Wit will be the efleet on EPS is sules inerensed and deereased as in (i) ubove nnd what general
comiment can veu deduce regitding all the above computations nnd results? (12 murks)

any Uiree (3] ways (3 marks)

Distinguish between institutional and private investors in

b)
c) Investors. institutional or private, exhibit three basic Atitudes towards risk. Critieally examine these
the saying “Don’t put all your egey bt ome hasket” (3 marks)

attitudes in line with

Question 2
In year 2000, Bola Lid issued N10 million of 100 per value 1% semi-annual convertible debentures

that come due in 2020. The carliest date for conersion is 8 years time at o rate ol 60 ordinary shares

i stock. The ordinary share was selling for N1.50 per share on a given date shortly
issued. Ordinary debentures in o similur risk cluss were yiclding 14% on

a)

per N 100 nominal lot
alier these convertibles were
that given date, The market price of the convertible was N8 per cent on that date.

Required: Caleulate the following:
Conversion value; — 1v) Conversion

i) Conversion ratio; i)
(10 marks}

) Conversion price;
Conversion premium in percentage

sremium in absolute amount; v)
) i) lucidate the problems facing the Agricultural business lnancing in Nigeria and provide
possible solutions to'the identified problem, (5 marks)

What are the prospecls ol altracting investors in to agricultural business? ' (3 marks)

it)
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DINIVERSTEY OF 110N, HOIUN
DEPAITAMENTD OF FINANUI
l:p\l'l*l.'l'\' ur ALANAGENIENT NUTENUES
INIVERSITY PNAMINATIONS i3 SEsSION
PN (TN AN T nEGuyE b NAMINATHINS )
LEVEL: 200 ' NINMENTT I HARMMATIAN
COURSE TITLE: HUSINESS AND CORPORATE FINAKNL | My O I'Il'F.IH"I_H] 3 . )
COURSE CODE: FIN 201 Timn ALLOWELD: 2% RS
DATI: U2 X7
INSTRUCTION: a) Attempt gl the fwo guestiins Iy section A and piy 11&-_-_1.1111'1!1!111! in aeetion B
b} Clenr presentation and peal wor
¢) Avold any form of cheating

1

ke required

SECTION A (X6 Murks)

Question |

nade up ol Fyuity Share Capital of
apital ol NSODOUD ol N1 ocach, B% Cumulative
¢ sules vl 200,000 units at the rate of N3 cuch.

A0 ol selling price; Tox rate: %

detvre that 18 1

a) ORE-OTA's Compiny is having o capital st
NIOn0000 ar N2 oeach; 10% Meterenve Shnre U
i'reference Share Capital of NS00,000, The vonnpuny i
(e fallowing were other cost: Fixed cost: N1 so 000 Virahle cost

RL“L]H.{F‘EI;{I
i) Find both gpernting and finaneal leverape pnd conument on your resull
i) Find the degree of your answer in (i above
i) Using the rvesult obwained in (Y above, 1 sales Inerense und decreases both by 20% and 40%,
what will b the effecton IV
W) Wit will be the efleet on EPS is sules inerensed and deereased as in (i) ubove nnd what general
comiment can veu deduce regitding all the above computations nnd results? (12 murks)

any Uiree (3] ways (3 marks)

Distinguish between institutional and private investors in

b)
c) Investors. institutional or private, exhibit three basic Atitudes towards risk. Critieally examine these
the saying “Don’t put all your egey bt ome hasket” (3 marks)

attitudes in line with

Question 2
In year 2000, Bola Lid issued N10 million of 100 per value 1% semi-annual convertible debentures

that come due in 2020. The carliest date for conersion is 8 years time at o rate ol 60 ordinary shares

i stock. The ordinary share was selling for N1.50 per share on a given date shortly
issued. Ordinary debentures in o similur risk cluss were yiclding 14% on

a)

per N 100 nominal lot
alier these convertibles were
that given date, The market price of the convertible was N8 per cent on that date.

Required: Caleulate the following:
Conversion value; — 1v) Conversion

i) Conversion ratio; i)
(10 marks}

) Conversion price;
Conversion premium in percentage

sremium in absolute amount; v)
) i) lucidate the problems facing the Agricultural business lnancing in Nigeria and provide
possible solutions to'the identified problem, (5 marks)

What are the prospecls ol altracting investors in to agricultural business? ' (3 marks)

it)
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24, The demand and supply of cnpital murket funds come from the following sources

A, Individusls
n. Firms
C, Government

D. All of the nbove
& . , : 117
25. Which of the following types of invesiment carries the highest level of risk’

A Company lonn notes
B. Preference shares
C.Governmenl stock
D, Ordinary shares
26. Which of the following is popularly called ‘risk capital’

A. Ordinary share
B. Common stock
C. Bank overdrafl
D. Venture capital
27. All but one i‘s' not a systemalic risk
A Inierest rale
B.Financial risk
C.Currency risk
D.Markel risk
28.Onc ol the lellowing is not a risk inanagement technique in banks
A. Risk prevention
B Risk transfer
C. Risk retention
D. Risk avoidance
29, Retained profil as an intemnal finance source possesses the following features EXCEPT

A. No repayment is required

B. No interest payable
C. Nol available for a newly established firm

D. It is mostly used by co-operalive socielics
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I'| . {_[ of
BUSINESS AND CORPORATE FINANCE (FIN 201) CONTINOUS ASSESSMENT
QUESTION 1
a.  What is pre-emptive right of o sharcholder? . =
b. Gupta has issued 3,000,000 ordinary shares I N1 each, which are at present z.r.,lllnf,:,T far N4 per share. The
company plans to issue rights to purchase one new equily share at a price of N7.20 per share for every
three shares held. A shareholder who owns 900 shares thinks that he will suffer a loss in his personal

wealth because the new shares are being offcred at a price lower than market value. On assumption that

{1 mark)

the actual market value of shares will be equal to the theoretical ex-rights price, what would he the effect

on the shareholder’s wealth if:

; i.  He sells all the rights (3 marks)
ii. He exercises half of the rights and sells the other hall : (4 marks)
iii.  He does nothing at all? 3 marks)
QUESTION 2
a. Highlight any four(cl) characleristics of a finance lcase - (4marks) !

: b. Enumerate four (4) of those factors affecting the choice of debt finance by acompany (4 marks);

c. Outline any six (6) rights of an ordinary sharcholder

(6 marks)
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i i

h
vlnﬂ I'nﬂnl
iv.  75% of wages are paid in the curren! month and 23% the folloy

v, Owverheads are paid the month ufler they are incurred

vi  Dividends are paid threz months afier they are declared
vii.  Capital phptndllurc is paid Lwo nionihs after it is incurred, | Uﬂﬂ
viii,  Opening balance ol'ca::h for Julv 2016 was estimated as 3430,

'Wl“
' show that seie
- erieeee o - The man aglnn ﬂIrECLUTJE p'lcasl:d_mﬁ: the abave F'l"l*.l'f'-‘-"t"-"ﬂs as.lh;-)' vo achi lc?t this,.
v increase by more than 100% in the ]:-tnﬂd-uﬂd':r reyiew. In ﬂrqf;ndsfc Li'll.': II-"I\\:I ca£t'ﬂ
arranged a-bank oy erdrafi with d tuhng [ §100, 11'-'3"‘ e
_mvenmr) ll:w:'ls and wage ’m'l'l fnr oy t:r'l:lm" wa) B '?-"-‘55"".: "*“: L
| -a,;d* Décember
; chmrr.d Prepare a Cash buug,-*i l'i:-r i+ -‘*"‘1 “"““E" F":””d I_:"IWEF” ’FUH s
2016 2 e A _‘. . rs..-_,'- Ny r - fm m:l‘ J'
| - e - n_-m.-n}' explain any five: l'actnr:. at'l'n:*:i.u'wT wnrkmg n:aplla! rnqmrtmcnls of a f'rm
SO Al L) : : " (5, marks)
QUESTION b T
s a) Exn'am fi:nu._xusut'cmmn f'ar Lhe ﬂppmpnaltnﬁaﬁ' ofprul';,rnaxmuzaucn nbjecnvc
S RURERS e S G marks)
3 b] Discuss the limitatjons uf'prui‘h '11I'|EL'<:.l::;lj;u,[i,:,ljl “b__itcﬁﬁ . 1- b H-{q mnr}ﬁ)
_ 1:] Explam the ﬂbjEGﬂ'\I’E ufprul' mulmmnhan m the |‘f:‘.nll::u.|.|r1-,,-lE Way.;- .
_ _ Rlsk fa:lur AN ak ___' ' i
Sz Al e :LI"--:-A —- """M "‘_""'1:4"";-:“‘”‘:';* r-::‘.'!."‘JI*"L-";TﬂT'r “_*'_ _‘”.__.:' ST ‘ o -'. ]
T d) En_n._lmemt: the ﬁ.lncuuns bfl'nanr.lai admlmstmu.un PRl .
" .I.__.'I_l_,_ » _.1 E.‘.__ _-.l :_-.:::- i
e H__A.QUES’U P R g S Al T IAe
.__. S ) F' m:rm:mg apprﬂuphes avar:zbk'mrf Fms depend Eeneraﬂr“ﬁﬁ‘-‘ the" pi ﬁf_s h Gt
ferm .murcr: of Ju —D u 'n i
and feng f fund”- Demonstrate your understand mg of this cIu
with clear dlﬁ*—r‘-.‘ﬂnmallﬂ pr:sr:ntauuns {5 olal.u:-
m
(L)List any six(6) ratios for financial plannin arks)
. ' g and’ '“-“Blj'ms With el
computational formulae Televen;

(3 ma rks)
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SECTION C (Attempt. only one Question in this Scction)
QUESTION 3

Taditionally. busi i : on
Uraditionally. business has been considered as an economic institution. As such, it has developed & comm

-y 0 % I’ T . = 1 i f'ﬂ
measurement of efficiency through profit. 1t is. therefore, rational 1o assume profit maximization as a natire

business objective,
Required:
i, Justify the appropriateness of prolit maximization vbjeclive. (4 marks)
b, What are the limitavons ol prolit maxmization objective (4 marks)
c. Explaim the objective ol profit maxmmization in the following ways:
i, Time aclor (1 mark)
i Risk {aclor (1 mark)
Discuss the superiority of wealth maximization over prolit maximization objective.
{5 marks)
QUESTIONA | .
a) LCxplain the [ollowing in relation 1o the secunity seement of the capilal markel:
i.  Primary operalors (1 mark)
i1, Issuing houscs {1 mark)
jii.  Underwriters (I mark)
jv.  Marketing agents (1 mark)
v, Investment advisers , _ (1 mark)
b) Identily the institutions and instruments traded in the non-security segment of he capital marke(
(10 marks)
:
e ;_:
stmil s & m' o tay il B ]

- B L - J =
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¢ following WO uld be consistent with amure nggressive npproach to linnneing working

{8, Which of I
copital’?

chort term needs with ¢, Finanemng seasonnl necds wilh |

A, Finmcing
ghort tlerm Tunds

short term funds
B. Financing permanent inventory 0. Financing some long-lerm needs

puildup with long term debt with short term funds

19. In deciding the approprinte level of current assets for the firm, mnnagement 18 ¢on lronted

WL ceveeeinrrees
A. A trade-ol¥ between prolitability and risk

8. A tmde-ol¥ bewween liquidity und marketahilit
|

C. A trade-off benwveen equity ond debl

D. A trade-off between short term and long term borrowing

20, Spontaneous financing includes:

A. Accounts receivable C. Shorn n:!m lonns

B. Accounts payable D. A line of credil

21. Which of the following is # basic principle of finanee ns il relates o the manngement of working

capital?

A. Profitability varies inversely with C. Profitnbility moves logether with
risk risk

B. Liguidity moves together with risk D. Profitability moves together with
liquidity

L _
22. Which of the following marketable sccurities is the obligation of a commercial bank?

w A, Commercial paper C. Repurchase agreement

- B. Negotiable certificate of deposil D, Treasury bills
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13 ........measures financial risk in terms of profits rather than in terms of capiy)

values
14 A N31.000.000 loan is taken by a firm at a rate of 12% over 5 years. What is the annua)

repayment?
....... arc bonds issued at a discounl to their redemption value, and on which

7

no interest is payable.
16. The Nigerian Stock Exchange is a good example of money market. True/ False

17. A company’s shares have a nominal value of N1 per share and market value of N3. [n a

rights issue, one new share would be issued for every three shares at a price of N2.60. What
i5 the theoretical ex-nights price?
18. The cost of a commercial paper comprises the coupon rate and.................

19. What 1s call moneyv?
20. Equity holders hope 1o receive their return in the form of dividend as well as .. .. ..

21. Which of the following is least likely to be a reason for seeking a stock market floatation?
A. Improving the existing owners’ control over the, business
B. Access to a wider pool of finance
C. Enhancement of the company’s image

D. Transfer of capital to other uses
22, Convertible secunities are fixed retum securities that may be converted into

A. Zero coupon bond
B. Ordinary shares
C. Preference shares
D. Debentures
23. Which of the following is not true of a rights issue by a listed company?
A. Rights issues do not Tequire a prospectus
B. The rights issyes price can be at a discount to markel price
C. If shareholders do not lake up the rights, the rights lapse

D. Relative vorine ri
oting rights are unaffected if sharcholders exercise their rights
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b. Discuss the factors afiecting a firnt’s choice of finance source.

QUESTION 3

- & r
a. The following information relales fo ABC Limited for

{he period ended 20" Seplember 2012
.

Sal 50,000,000 -
dies i
00,000)

Variable cost [ESE]DUGD i
Contribution ’ d

5 ' 00
Fixed Operating Cost (10,000,000)
EBIT 20,000,000
Interest on Debt (5,000,000)
EBT 15,000,000
Taxation (6,000,000)
PAT 9,000,000

Required,

. . : ined leverage.
I Delermine the degices of operating Iverage financial leverage and combi

Inlerpre! your results
i M sale rises by 409, by what percent wouid EBIT
B M Adeolu Jahnzon, an investor has approaclied yo
Delenture stock:

i LT N S S A P S T
L e — I e T T =

Joluion cpproutiaici,

QUESTION 4

4. From which sources de companies obtain their medivm-—term capilal?

QUESTION 5

a Enumerate five (3) problems of formal credit sources for Agriculture,

b Write short notes on the followings.

I Comunercial Paper

i Debt Facloring

s Iformal credit sources
. Trade credi

v Intemal finapce source

Page 7 of 2

(4 marks)
(1 mark)

increass?

P = A

i for advice on the benefits of holding a

|'i W Tigriss)

T o
HilnmJLLLﬂi;ﬂh

(8 marks)
(7 marks)

(5 marks]

(2 marks)
(2 marks)

(2 marks)
(2 marks)
(2 marks)

[

li'l'.-

-
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rural develapment [inance
as CBMN, 40%

30.Bank of Agricultuie is Nigeria's premicr agriculiural and
instirution  wholly owned by the federal government  structured

AN e e e cenen omees G098,
A. Federal Ministry of Agriculture
B. Federal Minisiry of Finance .
C. Ofice of the Accountant General of the Federation
D. Debt Managemeni Office

SECTION B

——
QUESTION I _

a. ISHOMAAD PLC has issued 3,000,000 ordinary shares of B1 cach. which are af present
selling for ¥4 per share. The company plans ta issue rights to purchase one new equity share ot
a price of ¥3.20 per share for every Ihree shares held. A sharcholder who owns ?ﬂl’] shares
thinks that he will sufler a loss in his personal wealih because the new shares are bcl!lg offered
at a price lower than market value, Assuming that the achuml markel value of shurl:.s, is equal
the thearetical ex-nghts price, what would be the effect on the sharcholder’s wealth il

i. e sells all the rights (3 marks)

i, e excreises half of the rights and sells the other hall (4 marks)

iii.  He docs nothing at all? (3 marks)

b. Highlight any five (3) features of debenture stock capital (5 marks)

Total marks=15 marks

QUESTION 2
Generally, hanks are viewed to be in good position to provide credit Tacilities to the small scale
farmess in the bid to enhancing their agncultural productivity. In the effort to obtain the credils
however, certain negativities set in which makes it difficult, 1f not almost impossible for the farmers
to uccess loans from formal credit insitutions The farmers knowing this fact have no other choice
but to resert to the available informal sources which provide relutive advantages despite the
altendant costs
Reguired:

a. Dehne the term “Agricuttural Credn” (1 mark)

h. [hscuss the financial problems small scale larmers with regards to the instiutional credits

_.:/ source (9 marks)

€. Outhine five (5) major benefits that may accrue to the small scale business owners/farmers
from informa! finance sources. -{5 marks)
Total marks=—
QUESTION 3 5=15 marks
Write short notes on the following sources of finance
I.  Bankers Acceptance

ii.  Preference Shares - (3 marks)
. Hire Purchase - (3 marks)
iv. Lease Finance (3 marks)
v.  Venture Capital E; markki;

mar

Total marks=15 marks
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UNIVERSITY OF 1HLORIN, [ ORIN
DEFPARIMENT OF FINANCE

FACULTY OF MANAGEMINT S (1.NCES
UNIVERSITY LXAMINATIONS 2006/2017 SESSTON

B.5¢. (FINANCE) DEGREE EXAMINATIONS

SEMESTER: HARMMATT A
ANO.OF CREDETS:
TIME ALLOWED: 2. J{ts

LEVEL: 200
COURSE TITLE: BUSINESS AND CORPORATE FINANCE
COULRSE CODE: T'IN 20]
DATE: 06022017
INSTRUCTION: a) Attempt all the two questions in section A and any two gucstions in section B
b) Clear presentation and neat work required
¢) Avoid any form of cheating

SECTION A (36 Marks)

Question 1

d) ORE-OTA’s Company is having a capital structurc that s made up of: Equity Share Capits
NLOOOOOU at N2 each; 10% Preference Share Capital of NSO0,000 at N) each. 8% Cumuls

Prcfe_rcnu: Share Capital of N500,000. The company made wales of 200,000 units at the rate ¢f N3 ¢
The following were other cost: Fixed cost: N150,000, Vanable cost: 40% ol selling price; Tax rate; 3

Required:
N I'ind bath aperating and financial leverage and comment on vour resull
1) Find the degree of your answer in (i) above

i) Using the result obtained in (1) above, if sales increase and decreases both by 20% and &
what will be the effect on EBIT?

5 Whar wiil be the cffect on [PS ie wlee irppnr ol e 3 7 connéadiay o il above and what gene
comment can you deduce regarding all the above cormputations and results? (12 ,m;ﬁ,}
b) Distinguish between institutional and private investors in any three (3) wavs (3 marksi
c) Investors. institutional or pnivate, exhibil three basic attitudes towards risk Critcally examine these
attitudes in line with the saying “Don’t put all your eggs in one basker ™ (3 marks)

Question 2

a) In ycar 2000, Bola Ltd issucd N10 million of N100 per value 10% semi-annual convertible debentures
that come due in 2020, The earhiest date for conversion is in § years ime al a rate of 60 ordinary shares
per N 100 nominal loan stock. The urdinary share was selling for N1 50 per share on a given d..;;r; &..".lrr’.:-
afier these convertibles were issued. Ordinary debentures in a similar risk class were vielding [ 4% o |
that given date. The market price of the convertible waus Nug per cent on that date. - i .

Hl:quirml: Calculate the following:

1) (Conversion price, 1) Conversion ratio, 1i) Conversion value, nj
premuum Ln ahselulye amount; V) Conversion premiam i rerienlags
b 1) | lucidate the problems facing the Agnicultural busines., fisancing i Nigeria and]

possible solutians 1o the identified problem

gl What are the prospects ol allracting Imvestors in lo agnuitural bainness
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UNIVERSITY OF ILORIN, ILORIN
DEPARTMENTS OF FINANCE

FACULTY OF MANAGEMENT SCIENCES
UNIVERSITY EXAMINATIONS 201372014 SESSION

B.Sc. (FINANCE) DEGREE EXAMINATIONS
SEMESTER: HARMATTAN

LEVEL: 200

COURSE TITLE: BUSINESS AND CORPORATE FINANCE NO. OF CREDITS: )
COURSE CODE: I'IN 201 TIME ALLOWED: 2% HOURS
DATE: D4/02/2015

INSTRUCTION: Anempt all the Questions in Section A and Qu_:aupg_l__ﬂllmtl_th_tr_tm}ﬂ:ﬂﬂ in
Scction . Each question from 1-20 carrics 1%mark and 21-30, 1 mark each

SECTION A
1. ooioveeieeieeeeeo. is the potential variobility of eamings caused by the nature and type of

business operations,

2. A risk-loving investor is nlways mohvated by the commensurately high

3. For o hundred percent equity financed company, camings per share is computed

before interest and tax
5. Financial leverage of a company will most likely impact favourably on EPS and ROE only

measures the sensitivity of Farnings per share to changes in eamings

when the ROI exceeds
6. The markel value gearing is theoreucally supenor 1o us hook value counterpan

because. ... ...
7. ... (3 GC coiiien o serves as the anex repulator of the Nigerian capital market

8. One of the main advantages of debenture to the company 1s that interest paymenls are

ax..A\@ ducon(e,

9. The right of sharcholders to purchase new shares in the same proportion as their current

ownershipistermed... ...
10, Who is responsible [or the servicing of a leased assel n the case of operating lease?

I ooceiiiiiiieeeeennn oo refers 1o the ability of a firm 10 meets its financial obligations as and

when due.
12. .....................slipulates that since banks can buy all funds required, there is no need for

storing liquidity on the asset side of their statements of financial position,
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Cﬁ Iy Re )I’c Neen pracr el pPet e an
(1)

UNIVERSITY OF ILORIN, ILORIN © wlsd
FACULTY OF MANAGEMENT SCIENSES v
DEPARMTENT OF FINANCE =
11.Sc. (FINANCE) DEGREE PROGRAMME [
2017/2018 SESSION EXAMINATION
COURSE TITLE: Corporate and Business Finance #lE;;EI;\:EE‘:J“'ED: s -

COURSE CODE: FIN 201

DATE: 1770472018 ‘ ,
INSTRUCTION: Attemp! QUESTIONS 1 AND 2 IN SECTION A AND ANY OTHER TWO
k [

QUESTIONS IN SECTION B

Marks will be awarded for neat und orderly presentation of answers
SECTION A (Attempt all the Questions in this Section)

QUESTION | ny needs M18,
. qee Ple 200,000 shares it current markel price of 8115 per share, The company fie® -
Read and Pass Ple fas 1,200 - é ny has decided to issuc nghts lor

000.000 1o finance ils proposed expansion project. The Board of the compa NE - 1 elow
raising the required money. Subscription price has been fixed at M60 per share; this is deliberately set be
the market price to ensure that the rights issue is fully subscribed.

.

Required: . , 3 i)
i, What are the possible actions open to the investors of the company: BN bt T ,
ii. Determine the effect of the rights issue on the wealth ol 2 shareholder holding just 4 5 aE_ i
' . - - " 5 mar
of the options available to him/her.” o ‘
i i ' irance in ! arks
b. Define Fiscal Policy? Discuss the effects of fiscal pelicy on business lirance in Nigena Ly (7Tm i
e 1
QUESTION 2 o N
a) Sources of capital are the avenues available for corporate business 10 obtain lunds for business N
] " = I " [} 5 * q :.
operations. Explain in details five medium-term sources of fund. ;‘i-* i (5 marks)
. b1 List 10 support institutions created by government 1o ease SMEs" access 1o finance (5 marks)
J: Fudy p b e
(5 marks)

¢) Explain the factors affecting a company's choice of hnance £i-4

SECTION B (Attempt any two Questions in this Section)
QUESTION 3
@ Banks are generally involved in the act of borrowing short and lending long and as such there is the need for

adequate liquidity to take care of the possible mismatch, As a student of finance, what do you think are the

other reasons for keeping sufficient liquid assets? (5 marks)

b.  Most organizations find equity financing more attraclive than any other corporate [inancing because it is

difficult to extinguish in the capital structure, On what other grounds can Common Stock be considered as

the most dependable corporate source of finance? (4 marks)

¢. Write short note on the following concepts:
). Capital structure ( oateiLution Slhes 2
£ . — —— ka
'l Pre-emptive rights — f b A

iii.  Convertible debenture ot
v, Currency risk E:'IEE_"

1-.- Finaneija| leverage

Y. Risk transfer o - o L i
3 - - = B r ’
S
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18, Which of the following would be consistent w it n more aggressive npproach t finmneing working

capital?
A Financing short term needs with ¢ Fmancing scasonal needs with
short term funds short term Tunds
B Fmancing permanent imventorny () Fmanging some long-lerm needs
bpunldup with long lerm deln wilh shwt lerm fumls

19 In decrdmg the approprinte fevel of qurrert assets for the firm. management s confronted

with
A A trade-of) between profitability il 11sh
B A trade-ofl between lgudity and marketabiliy
C A trade-ofY bemween equity and deb

D A trade-ofT between short ferm and long term borrowing

20 Spentancous financing includes

A r\c::ﬂuntﬁ recenuble C Short term loans

B Accounts pasable [ A ling of credit

2 Which of the Tollowing s a hisic prmerple vl finanee as i relates w e g enient ol working

captal”?

A Profitabiliny vanes msersels w ih ¢ Profitability moves together wilh
risk sk

B Liguidity moves orether with risk [y =g rofitability eses towether with

ity

22. Which of the following murketahle securities 15 the abligation ol a comimercial bank?

A. Commercial paper ' Repurchine agreement

H. Negotinble certificate of deposit 0 Treasury bills

-
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L ATEO =360 units,

T Cosis e N per orde
USARe 1n unire?

r.amd carying costs are N 20 per umit, what is the

A 129600 unis

C 25920y
B 2592 ys

D 18720 Lmits
24 OO s the order Quanitiy ‘thy

s et our planning horjzon

AL Minimzes, Wal ordenng eosts

€. Minimezes ol mventory costs

B Minmizes otal corry ing eonts

D The required salety stck
25 The 1 tlwe

Proportwen of camimges tha arne
Torm o a cash diy ileng

Pad W commuon shareholders m the

A Retentwon rane | L CGrowth rane

B 1 pls the retennon rae D Dividend payout rare
=t Which group of nios Meistres how effectinveds the flim o Us I its pssels?
A Laquidits ranos C. Activity ratios

B Debi raties D Profitbility ratios

27 Which of the tollowing s not e atwout serall sl e seale ENTLTPRAes”

A Contrihute 1o domestse capinl

C Fmplovinem 1:1::1-:1.t||='|u/
UL TVRIRTE ]

I Nobilizing public am s g
1 Stmuting Cntrepreneunsd g harnessimg them for productine

espectally i the cowntry -side PTG

28 A merchant pays 3 TR For cerbam quaniity of cocna and it 1 certmn that it ¢an be resold at the

end ol year 1 loe s 32000 18 the rate of interest is 10%s, whiat is the present value ol the

investment”
g ¥
54 20000 C, N45200

] 5
3. N 32000 13 N 15000
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SECTION C (Attempt only one Queestion in this Section)
QUESTION 3

Tradinonally. business has been considered ns an cconomic institution. As such, it has developed a common

measurement oF elTiciency through profit It is, therefore. rational 1o assume profit maximization as a natural
business objective

Reguired:

a Justfy the appropnateness of profit maxunization ubjective, (4 marks)
b What are the himnations of profi mixmmzation ohjective (< marks)
“

Explam the ohjective of profit maxmmization n the following WIS,

1 Time lactor

{1 mark)
1" Risk factor {1 mark)
d. Iiscuss the supenonity of wealth m-.mnn:mrmlmlr profit maximuzation objective.
{ (5 marks)
OUESTION 4 -
Ay Explann the following moretation 1o the seeurits sepment of the capatal man ket :‘
| I'rimary operators (1 mark) Tta
" Issuing houses i1 mark)
11 Underwrniters (F mark)
e Markehing agents (1 mark)
' bovestmen uwds jsers

{1 marki

by Identify the imstitutions and instruments traded i the tom=secunty segment of the capital market

(10 marks)
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29. Bukola Aremu Ade company is considering a project that calls for an initial cash outlny of ¥ 50000,
The expected net cash inllows from the project are N 7791 Tor ench 10 years, What is the IRR of the

project”?
A, bpercent K percem
B 7 percenmt 1 U percent

30 Abdulquddus 1s considenng an myestment that will cost N8SOOO and have auselul hife of 4 years
During the first 2 vears. the net incremental alter-tax cash Nows are M25000 per vear and for the last

two vears they are 320000 per vear, What s the pamvback period for tins investment?

A. 32veas C 40vears
B 35vears D Cannot bé determined from this
information

SECTION B (Attempt All the two Quesrions in this Section)

QUESTION
a) The prudential guidelings tor hanks in Nigeria tissued by the Central Bank ol Nigena) have more 1o

sav the on classification of nonperforming loans of Nigerian Banks Discuss the classilication and

identifs the objective and subjective enteria for each cliss (8 murks)
b) Discuss the factors influencing the working capital requurements ol o irm (7 murks)
QUESTION2

Financial admumistration can be defined as the management of the Tinances of an organization in other to

achieve the financial ohyectives of the organizativn

HRequired:
g) Explain the financial and non-linancial objectives of an organization (1 marks)
b) Identify the functions of financial admimistration (& marks)
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9 Which of the following s least likely 10 be n reason for seeking stock market Nontation”

A Improving the exisling owngrs.~ C Enhancement of the company’s
control over the business inmige
[
B Access 10 a wider pool of linance 13 Transfer of ¢apial b other uses

10. Which of the following sources of finance to companies is 1he most widely used i proctice”
A, Bank borrowmgs U Sew share vsies
B Righis issies D Hetaned eamings
T Which of the followimg risks ean be ehimmnated by dinersification”
A Inherent rish U Market nisk
B. Suystematic nisk 13 Unssstermistic rish

12 When calculating the werehited merape cost of capital, which of the followimg 1s 1he preferred

method of weighting?

A Book values debl and equity
B Aserage levels of the market values of debt and cquily Hignonng reservesh over five veurs
O Cutrent miarket salues of debt amd eguns Dgmenng nescr es)
[ Current market values of debtand cquity (plus reservest

13 In caleulatmg the propertonal amount of eguits Tmanging emplosed by a B we should wse
A The commun stock equity sccount on the statement of Binancal pasition
[ The sum of commuon stock amd preterred stok v e stisterent of fimaneul position
U The book value of the Tirm

D. The curment markel price pet shgre ol commen stock times number of shares putstinding

[EFR T =

=

1
—
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