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INSTRUCTIONS: 1. Afttempt question Number one (1) and any other two (2).
2. Question number 1 is compulsory and carries 30 marks, while
the other questions carry 20 marks each

3. Present all your points in coherent and orderly manner

1. JKB International plc manufactures and sells a range of machine tool accessories. The
company is considering an investment of N13.0 million in new production plant and
machinery for the product. The new facility is to be operational from 1 January 2022. It will
have a life of five years and at the end of its life‘it will have a residual value of N'1.0 million.
It is expected that the facility will have significant benefits. Firstly, it will increase JKBs’
production output of diamond milling tools by 10%. Total contribution from new sales is
expected to be N2,865,000 in 2022 increasing annually by 5% per annum until 2026.
Secondly, it will reduce the product’s direct labour and direct material costs by 20% per unit
which will result in savings of N1,680,000 on existing production in 2022. Having made
these cost savings, the company expect costs to remain constant to 2026 due to continual
efficiency improvements: JKB pays corporation tax at the rate of 20% on its taxable profits

which is paid one year in arrears. (Assume that net cash flow is the same as taxable profit).

a. Given a cost of capital equal to 11.3%, Use the NPV approach to prepare a report on
the viability of the project and
b. Advise the company appropriately. (30 marks)




2. To determine how the number of housing starts is affected by mortgage rates, an economist
recorded the average mortgage rate and the number of housing starts in a large county for the
past 10 years. These data are listed here.

[Rate [8.5 [7.8 [7.6 |75 180 |34 88 [89 ]85 [80
Starts | 115 | 111 | 185201 [ 206 | 167 | 155 | 117 | 133 150 |

a. Determine the regression line. 15 Marks
b. What does the coefficient of the regression line tell you about the relationship
between mortgage rates and housing starts? 5 Marks

(Total = 20 marks)

3. The table below represents the various activities needed to accomplish a water factory
construction in Ikoyi.

[_Task Precedence Duration
relationship (in months)
A 4
B A 3
C A 2
D B 4
E C 1
| _F D,E 4
G A 6
H F.G 4
I H 3

You are required to:
a. Draw a Network diagram to represent the various tasks and the earliest and latest start and

finish time. 14 Marks
b. Determine the Critical path. 4 Marks
€. Determine the minimum time needed to accomplish the project. 2 Marks

(Total = 20 marks)

4a.Inan A P., the 8™ and 12® terms are 130 and 166 respectively. Find the following:

i.  I"term
ii.  Nth term, and
iii.  Sum of the first 6 terms. 10 Marks

4b. An investment is estimated to grow at the rate of 15% per annum. If the investment worth
N850000 now;

L. What will its worth be in the 6 year?
li.  What is the percentage increase in its worth after 6 years?
iii.  Inwhat year will the investment worth N3.28 million? 10 Marks
(Total = 20 marks)




