The Business of Engineering (I) - MSE 300
Mid-Term Exam - June, 22nd, 2018

Student Name:
Q1Part 1:
Consider the following financial data for Corporation ABC:
Cash and marketable securities, $100
Total fixed assets, $280
Annual sales, $1200
Net income, $358
Inventory, $180
Current liabilities, $134
Current ratio, 3.2
Average collection period, 45 days
Average common equity, $500
Earning per share, $6
Price per share, $75

Student Number:
(25 Marks)

On the basis of these financial data, determine the firm's:
(a) Return on (common) equity.
(b) Current assets
(c) Quick ratio
(d) Receivables
Part 2:
You are looking to buy stock of Corporation ABC. Which of the following ratios best indicates the
company's growth potential and how much is that ratio?
(a) Debt ratio
(b) Price-to-earnings ratio
(c) Profit margin
(d) Total asset turnover

Q2- Find the equivalent equal payment series (A) using an A/G factor such that the two cash flows are
equivalent at 10% compounded annually.
(25 Marks)

Q3 - Consider the accompanying cash flow diagram, which represents three different interest rates applicable over
the five-year time span shown.

(a) Calculate the equivalent amount P at the present time.
(b) Calculate the single-payment equivalent to F at n = 5.
(c) Calculate the equal-payment-series cash flow A that runs from n = 1 to n = 5.

(20 Marks)

Q4 - A house can be purchased for $155,000, and you have $25.000 cash for a down payment. You are
considering the following two financing options:
• Option 1. Getting a new standard mortgage with a 7.5% (APR) interest and a 30-year amortization.
• Option 2. Assuming the seller's old mortgage, which has an interest rate of 5.5% (APR), a remaining
amortization of 25 years (the original amortization was 30 years), a remaining balance of $97,218, and
payments of $593 per month. You can obtain a second mortgage for the remaining balance ($32,782)
from your credit union at 9% (APR) with a 10-year repayment period.
(a) What is the effective interest rate of the combined mortgage?
(Note: If you ever need to interpolate the nominal interest per month, try between 0.4% and 0.5%)
(b) Compute the monthly payments for each option over the life of the mortgage.
(c) Compute the total interest payment for each option.
(30 Marks)

Good Luck - Sam Behfarshad

