THE OPEN UNIVERSITY OF SRI LANAKA
MASTER OF BUSINESS ADMINISTRATION IN HUMAN RESOURCE
MANAGEMENT

FINAL EXAMINATION - 2022/2023

AFP9332 / MSPY9332 - MANAGERIAL FINANCE

DURATION - THREE (03) HOURS

Date: 02" April 2023 Time: 1.30 pm — 04.30 pm

Answer Five (05) Questions only.
All Questions carry equal Marks.
Use of a non-programmable caleulator is allowed.

Question No. 01

1.

Explain the main functions that a financial system performs in an economy? Use

relevant illustrations. ' (06 Marks)
Explain the role of Regulatory Authorities within the Sri Lankan financial system.
(06 Marks)

“Financial manager plays a role of an intermediary within an organization” Do you
agree? Explain with suitable examples. (08 Marks)

Question No. 02

L.

Explain the difference between aggressive working capital management and
conservative working capital management strategies. (06 Marks)

Differentiate between permanent and temporary working capital. Use relevant
illustrations. (06 Marks)

“Maintaining a good balance between liquidity and profitability is vital for any
business organization” Discuss. (08Marks)

Question No. 03

L.

If you have the option of receiving Rs. 100,000.00 today, or Rs. 100,000.00 a year
from now, which option would you select? Justify your answer. {05 Marks)

2. Harry has just bought a lottery ticket and won Rs. 120,000.00. He wants to finance the

future study of his newborn daughter and invests this money in a fund with a maturity
of 18 years offering an annual return of 8%.

a. What is the amount available on the 18" birthday of his daughter?

b. What is the annual effective rate of this investment if the interest is paid

semiannually.
(07 Marks)




3. Pete considers applying for a bank loan of Rs. 1,400,000.00 for his wedding. The
annual interest rate is 12% and the loan will be paid back in five (05) equal annual
installments.

i

What is the annual instalment.

ii.  Prepare a loan amortizations schedule.

Question No. 04

(03 Marks)
(05 Marks})

The financial statements of Lotus PLC for the year ended 31% December 2022 are given
below. Lotus PL.C has 6,000 outstanding commeon stocks, and the market price is Rs. 41.00.

Lotus PLC

Income statement
for the year ended 31* December 2022

Revenue

Less: Cost of goods sold

Gross profits

285,000
180,000
105,000

Less: Operating expenses

General & Administrative
Sales & Distribution
Depreciation & Amortization
Total operating expense
Operating profits

Less: Interest expense

Net profits before taxes.
Less: Taxes (35%)

17,000
12,000
11,000
40,000
65,000

9,100
55,900
19,565
36,335

Lotus PLC

Statement of financial Position
as at 315 December 2022

Assets

Cash 3800
Accounts receivable 46,000
Inventories 58,000
Total current assets 107,800
Land 340,000
Buildings 151,750
Machinery 125,000
Less: Accumulated Depreciation 55,350
Net fixed assets 561,400
Total assets 669,200
Liabilities and Equity

Accounts payable 58,000
Deferred revenue 62,000
Bank foan 180,000
Total Habilities 300,000
Common stock 255,000
Retained earnings 114,200
Total stockholders® equity 369,200
Total liabilities and equity 669,200

~ Calculate the following ratios and analyze the financial condition of Lotus PLC in terms of
liquidity, activity, debt, profitability, and market performance.

Current ratio, Quick ratio, Gross profit margin, Net profit margin, ROA, ROE, Inventory
Turnover, Average collection period, Debi ratio, Times interest earned, EPS, P/E ratio.

(20 Marks)




Question No. 05

. How does an investor determine the fair value of a bond? (06 Marks)

Bond X7 is an ‘AA’ rated bond which has 5 years to maturity. An investor is
considering buying this corporate bond. Face value of the bonds is Rs 1,500. 00 and
the coupon rate is 12% per year. If the required rate of return of the investor is 8%,
calculate the value of Bond “X”. (08 Marks)

What do you mean by agency cost? Why is it important? (06 Marks)

Question No. 06

- L

LHC PLC is financed with a mixture of equity and debt, It has just paid a dividend of
Rs. 0,70 and the market price of a common stock is Rs.5.25, The constant dividend
growth rate is 6%.

The Preferred Stock currently has a market value of Rs. 86 and the company pays Rs.
12.00 dividends per share. The corporation tax rate is 30%.

An extract from the statement of financial position given below.

Source of Capital Market Value (Rs.)
12% Bank Loan 525,000.00
Preferred Stock 375,000.00
Common Stock 600,000.00

You are required to calculate:

a. cost of debt, (03 Marks)
b. cost of preferred stock. (03Marks)
c. cost of common stock, (03Marks)
d. weighted average cost of capital. (03Marks)

2. Explain deferent types of sources which are available for Government and Corporate

Sector to obtain long-term and short-term funds. (08Marks) -

-All vights reserved-
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