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Question 1

ABC mine has a debt of $ 5000.00 at 15% in its capital structure. The firm is expecting operating earnings of $3000.00. The overall capitalization rate, the WACC for the firm is 20%
(i) Calculate the value of the equity










[5]
(ii)
Calculate the net income       










[5]
(iii) Calculate the required rate of return on equity. If the firm increases the amount of debt to $8000.00, ceteris paribus, what would be the required rate of return on equity               








[6]
(iv) Comment on your answer in part 9iii)    







[4]
Question 2
(a) Why is the NPV regarded to be superior to the IRR?

   



[5]
(b) At what simple interest should $7000.00 be invested for a period of 9 months to accumulate to $7630.00?                                


[5]
(c) XYZ mine invests $50 000 in new equipment that will be depreciated at $5 000 per year. The firm has $ 20 000 in earnings before depreciation and taxation is 40%. Determine the cash flow.











[5]
(d) Discuss the payback method in terms of project evaluations.    


[5]
Question 3

(a) 
You have been tasked to work as a consultant at a new mining company.

(i) Discuss any five sources of investment fund.






[10]                       
(ii) Advise the company on the risks involved in the industry.

 
[5]
(b) Explain the Monte Carlo simulation in terms of the sensitivity of a mining project. Give practical examples. 











[5] 
Question 4
(a) 
Discuss the different project planning activities that one goes through when setting up a gold mine                    







[10]
(b) Discuss the key project execution activities.    







[5]

(c) 
Discuss the key project closedown activities.   







[5]
Question 5
(a) With the aid of diagrams discuss how the GANTT CHART differs from PERT/CPMs when presenting and/or scheduling projects work. You have been tasked to work as a mineral economist, which method would you prefer and why? 




















[15] 
(b) 
Explain the different types of feasibility studies.







[5] 
END OF QUESTION PAPER
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INSTRUCTIONS


 Answer all  Questions 


Total marks 100


All questions carry equal marks
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