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Question 1 
  
Tokyo Ltd is considering investing in the following projects.    
   
The company has recently commenced on an expansion strategy and is considering two 
projects. The company is considering raising some capital and has provided you with the 
following cost of capitals:   
   
Equity: £2 million Cost: 10%   
Debt: £4 million Cost of debt 8%   
  
In addition, you are told the corporation tax rate is 30%.  
 
 The company anticipates a start-up investment cost of £1,200,000 for Project C and 
£1,500,000 for Project D. Both will have a lifespan of 5 years. The net after tax cash flows of 
the projects are as follows:- 
  
The expected cash inflows for the projects are as follows: -   
   

Years   Project C (£)   Project D (£)   

1   450,000   750,000   

2   450,000   400,000   

3   450,000   300,000   

4   300,000   300,000   

5   300,000   300,000   
  
  The company has a target cost of capital of 10% which it uses to evaluate all new projects.  
    
Calculate:  

a) Weighted Average Cost of Capital                                                        (5 Marks)   
b)  Net Present Value Project C and Project D                                           (10 Marks) 
c)  Based on your calculation recommend the best investment                  (2 Marks)  
d) Critically evaluate the Payback period method of Investment                (3 Marks)            

 (20 marks)  

PLEASE TURN THE PAGE 
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Question 2:  

Winchester Ltd produces three products X,Y,  and Z. The costs and selling prices are 
shown below.  

   Product X Product Y Product Z  

Direct material @ 
£2 per kg   

4 8 6 

Direct Labour @ 6 
per hour  

6  18 12 

Variable overheads  2 4 5 
Selling price  16 35 30 

  

Sales demand for the coming period is expected to be as follows:  

Product X           3000 units  

Product Y           7000 units  

Product Z           5000 units  

 

The supply of materials is limited to 50000 Kg during the period and labour hours are 
limited to 28000 hours. 

        

a) Identify the scare resource/limiting factor                                     (2 Marks)  
      

b) Calculate the optimal production plan                                          (10 Marks)  
   

c) Calculate the maximum contribution.                                             (2 Marks)  
 

d) Under what circumstance linear programming method is useful? Demonstrate the 
steps involved in linear programming                                              (6 marks) 

  
  
                                                                                                                    (20 Marks)  
 

PLEASE TURN THE PAGE 
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Question 3:  

 

a) Why costing is essential for any business and how it affects the decision-making                 
process                                                                                                     (5 marks)                       
 
 

b) Discuss the concept of budgeting and how the budgetary control can be used for 
decision making and control                                                                 (15 marks) 

     (20 Marks) 

Question 4:  

a) Evaluate the difference between the internal and external sources of finance 
available to UK business  

  (4 Marks) 

b) Discuss the following long-term sources of finance: 
• Ordinary shares (4 Marks) 
• Preference shares (4 Marks) 
• Debentures (4 Mark) 
• Loan capital (4 Marks) 

 (20 Marks) 

 Question 5:   

a) Outline 5 Pillars of Corporate Governance and discuss their implications to the 
practice of corporate governance in United Kingdom.  
 (10 Marks) 
 

b) Discuss the role and responsibilities of the Board of Directors                  (5 Marks)  
   

c) Compare and contrast the roles of the Executive Directors and Non-Executive 
Directors   
                                                                                                                    (5 marks) 

 
 (20 marks) 

END OF QUESTIONS 
PLEASE TURN THE PAGE 
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