IFM MINI MOCK 2 
There are three (3) questions on this paper. 
All questions are compulsory. 
Please attempt all questions.
Q1) (30 marks) 

















Q2) F plc has £5 million to invest. There are three projects available. The projects are divisible (meaning that part of a project can be done). Project details are as below:
	Project 
	1
	2
	3

	Cash Investment (£m)
	3
	2
	1.5

	NPV (£m)
	1.7
	1.1
	1.0


 
Requirements:
Rank the projects by 
(i) NPV (5 marks)
(ii) PI (5 marks) 

(iii) Provide recommendations to the BOD as to which projects should be carried out. Justify your project choice (20 marks) 


Q3: PLG wants to invest in a project with a cost of £200000. The asset is depreciated over a 5-year term at 20% per annum. The company’s cost of capital is 10%. 
Project cashflows are below 
	Year 
	Cash inflow 
	Cash Outflow 

	1
	75000
	30000

	2
	90000
	40000

	3
	100000
	45000

	4
	100000
	50000

	5
	75000
	40000




Required;
(I) Calculate the accounting rate of return for each year (10 marks) 
(II) Calculate the ARR over the five years (5marks) 
(III) Calculate the payback (10 marks) 
(IV) Calculate the NPV (10 marks) 
(V) Compare your results and advice the board CEO (15 marks) 
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The amount of working capital required by a company can be estimated from infor-
mation on the value of relevant working capital inputs and outputs, such as raw
material costs and credit purchases, together with information on the length of the
components of the cash conversion cycle. Assume that Carmed plc expects credit sales
of £18m in the next year and has budgeted production costs as follows:

£m
Raw materials 4
Direct labour 5
Production overheads 3
Total production costs 12
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Raw materials are in stock for an average of three weeks and finished goods are in
stock for an average of four weeks. All raw materials are added at the start of the pro-
duction cycle, which takes five weeks and incurs labour costs and production overheads
at a constant rate. Suppliers of raw materials allow four weeks’ credit, whereas custom-
ers are given 12 weeks to pay. If production takes place evenly throughout the year,
what is the total working capital requirement?
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mation on the value of relevant working capital inputs and outputs, such as raw
material costs and credit purchases, together with information on the length of the
components of the cash conversion cycle. Assume that Carmed plc expects credit sales
of £18m in the next year and has budgeted production costs as follows:
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Raw materials are in stock for an average of three weeks and finished goods are in
stock for an average of four weeks. All raw materials are added at the start of the pro-
duction cycle, which takes five weeks and incurs labour costs and production overheads
at a constant rate. Suppliers of raw materials allow four weeks’ credit, whereas custom-
ers are given 12 weeks to pay. If production takes place evenly throughout the year,
what is the total working capital requirement?




