Week one tutorial questions


Question one - Disposal of surplus assets
'The financial manager should identify surplus assets and dispose of them'. Why?

Question two
Earnings per share (EPS) is widely used as a measure of a company's performance and is of particular importance in comparing results over a period of several years. A company must be able to sustain its earnings in order to pay dividends and re-invest in the business so as to achieve future growth. Investors also look for growth in the EPS from one year to the next.

Walter Wall Carpets made profits before tax in 2008 of $9,320,000. Tax amounted to $2,800,000.

The company's share capital is as follows.
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Calculate the Earnings Per share (EPS) for 2008


Short answer questions
1. Give a definition of financial management.
2. In the context of managing performance in 'not for profit' organisations, which of the following definitions is incorrect?
(A) Value for money means providing a service in a way which is economical, efficient and effective.
(B) Economy means doing things cheaply: not spending $2 when the same thing can be bought for $1.
(C )Efficiency means doing things quickly: minimising the amount of time that is spent on a given activity.
(D) Effectiveness means doing the right things: spending funds so as to achieve the organisation's objectives.
3. Identify five types of financial intermediaries.
4. For short-term borrowing, a company will go to the money markets/capital markets. (Which?)
5. Is the Stock Exchange a money market?
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