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n B Answer any THREE (3) questions from this section.

3. This examination paper carries a total of TOONMarks.
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Current Situation:

Cash Position: GlobalTech has sionificant cash balances in the United States and Japan

l.
a liquidity shortfall in its Furopean operations.

but has
the EUR/USD exchange rate has been highly

> Currency Fluctuations: Recently,
The JPY/USD exchange rate has also

volatile due 10 cconomic uncertainties in Furope.
shown some fluctuations due to changes in Japanesc monetary policy.

Investment Needs: The European division requires €30 million for a new R&D project.

which is expected to enhance product development and m

2J

arket competitiveness.

4. Debt Obligations: Global Tech has an upcoming debt repayment ol $20 million in the

United States, due in three months.

5. Regulatory Environment: Different regions have varying regulations on capital

movements and currency conversions.
Required

As the Treasury Manager,

ows and foreign exchange risks o ensure liquidity
across regions, fund the new R&D project in Europe, and mect the debt repayment
obligations in the United States? [20Marks]

b) Describe the strategies and financial instruments you would use o optimize the

company's treasury operations in this context. [20Marks]
| Lotal: 40N larks|

a) How would you manage the cash fl
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B: Answer any THERELE (3) questions from this section.

QUESTION Tw(

Imagine Youare a Tre
The comp
The he

Manag

' asurer for a multinational corporation that operates in various countrics.
any has multiple subsidiaries. cach with its own cash balances in different currencies.
adquarters of the company is in the United States. and your primary responsibility is to
¢ the company's alobal cash positions cfficiently.

a)

(‘I'I\'CH the diverse locations of vour subsidiaries and their varied cash balances in
different currencies. explain the concept of cash pooling. How can cash pooling be
beneticial to your organization's cash management strategy’, and what are the potential
challenges or risks associated with implementing cash pooling? [3Marks]|
b) Discuss the different tvpes of cash pooling structures available. such as notional
pooling. zero balancing. and physical pooling. What are the advantages and
disadvantages of cach type. and under what circumstances might you choose one over
the other? |3Marks|
¢) Suppose one of vour subsidiaries is located in a country with strict currency controls
and regulations. How might these regulations impact your ability to implement cash
pooling. and what alternative cash management strategics Or structures could you
consider in this situation? [SMarks]
d) Your company aims to optimize its liquidity and minimize borrowing costs. Explain
how an interest optimization technique. such as target balancing. can be integrated into
a cash pooling strategy. Provide an example of how this technique could work in
practice. [SMarks]|

cE [Total:20Marks]|
QUESTION THR

Suppose you are the Finance manager of a small manufacturing company that produces
customized widgets. Your company uses a specific type of raw material, which is essential for
widget production. You have a steady demand for this raw material, with an average
requirement of 200 units per week. The cost of placing an order for the raw material is K30 pt:r
order. and the cost of holding inventory is K5 per unit per year. The company has a lead time
of Sdays

Required:
a) Calculate the Economic Order Quantity (EOQ) for the raw material in this scenario

[SMarks]
b) How many orders per year will you need to place to meet vour demand?

. ‘ o ‘ [SMarks]
c) Whatis the reorder point it you want to maintain a safety stock of 20 unirs?

[>Marks]
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inventory cost?

[SMarks)
[ Total:20Marks|

QUESTION FOUR

ABC Corporation ostimates its annual cash usage at K12.000.000. The company -
e of K100 every time | - S ompany neurs a
(ransaction cost of K100 every time it transfers funds from investments to cash. The annual
. . .. . . ' * : ¢ ‘
interest rate on s marketable securities is 3%. .

Required:
a)  What is the optimum amount of cash to be invested in each transaction”? [oMarks|
. . . - . ‘ ) v
h) How many transactions W il arise cach vear? [6Narks]
A MRS
[4Marks]

¢) What is the costof making those transactions per annum?
10 cash idle per annum’! [4Marks]

d) What is the opportunity cost of holdin
[ Total:20Marks]

QUESTION FIVE
a) Explain the concept of treasury management. What are the kev objectives and
responsibilities of a treasury department within an oreanization” l‘n;\ idc~c.\;lm|\lc\ (o
illustrate your points. [3Marks]
b) Imagine you arc the treasurer of
steps you would take to assess and man

you ensure the company has adequate liquidity to meet its short-term obligations?
[3Marks|

a medium-sized manufacturing company. Describe the
age the company's liquidity risk. How would

¢) In the context of treasury operations, discuss the differences between money market

instruments and capital m
when a company might choose to use one over the other. [3Marks|

d) Discuss the importance of compli
ide examples of relevant regulations that treasuries need to adhere to,
department can ensure compliance while

[3Marks]

Lot et wte Provide ev: > '
arket instruments. Provide examples of cach and explam

ance and regulatory considerations in o treasuny
operations. Prov X
and explain how a company's treasury
executing financial transactions.

| Total:20Marks|

END OF EXAMINATION
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