
Answer all the Questions. (Word Limit-3000-3500 words) Question 1
See Appendix 1 BHP Plc 2021 Financial Accounts
a. Calculate the following ratios for 2021 and 2022:
· Net Profit Margin
· Gross Profit Margin
· Debtor (Receivable) Days
· Creditor (Payable) Days
· Debt Equity Ratio
· Return on Capital Employed
(10 marks)
b. Based on the ratios calculated above comment on the financial performance of BHP over two years.
(10 marks)
Question 2
Critically evaluate and explain the primary objective of financial management, also consider what other objectives may be important from a shareholder perspective.
(10 marks)


Question 3
Jumeriah Comms is considering several options for its investment strategy as it expands 5G mobile phone network infrastructure.
You have the following estimations of the revenues and expenditure.

Initial Investment AED 10,000,000 Sales AED 7,000,000 pa
Direct Costs AED 1,600,000pa Administration AED 700,000pa
Jumeriah Comms has a cost of capital of 10%. Ignore taxation
Jumeriah Comms believes the machinery will have a six-year life before the next generation upgrade.


a. Calculate the:
Expected payback period	(3 marks)
Accounting Rate of Return	(6 marks)

1

Net Present Value	(6 marks)
Internal Rate of Return	(5 marks)

b. Explain and evaluate which method calculated above is most reliable, which would a firm calculate in practice?

What are the challenges of conducting investment appraisal analysis?
(10 marks)

Question 4
Alternatively, Jumeriah Comms is also considering investment into 5G technology via leasing or buying the phone masts.
The purchase price is AED 11,000 and the machine has a 5-year life. If it buys the machine Jumeriah Comms will need to fund it using capital that costs them 8% per year.
Alternatively, the lease payments will be AED 2,500 per year for 5 years with rentals payable at the start of each year.
a. What are the respective present value costs of purchasing the machine or leasing it?
(5 marks)
b. Explain the reasoning for the differences in cost linking to fundamentals of finance theory.
(5 marks)
c. Critically evaluate the key differences between funding a project via debt or equity finance, from the perspective of the company directors.
(10 marks)
d. At a recent board meeting one director proclaimed the company should fund all projects with internal sources of financing as they are essentially ‘free’ using logical arguments and finance theory explain why this statement is incorrect. Clearly explain the cost of each type of finance relative to the risk.
(10 marks)
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Link to BHP annual report
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Financial

Statements
3.1.3 Consolidated Balance Sheet
as at 30 June 2021
2020
2021 US$M
Notes US$M Restated
ASSETS
Current assets
Cash and cash equivalents 20 15,246 13,426
Trade and other receivables 8 6,059 3,364
Other financial assets 23 230 84
Inventories 10 4,426 4101
Assets held for sale 31 324 N
Current tax assets 279 366
Other 129 130
Total current assets 26,693 21,47
Non-current assets
Trade and other receivables 8 337 267
Other financial assets 23 1,610 2522
Inventories 10 1,358 1221
Property, plant and equipment n 73,813 72,362
Intangible assets 12 1,437 1574
Investments accounted for using the equity method 31 1,742 2,585
Deferred tax assets 14 1,912 3,688
Other 25 43
Total non-current assets 82,234 84,262
Total assets 108,927 105,733
LIABILITIES
Current liabilities
Trade and other payables 9 7,027 5,767
Interest bearing liabilities 20 2,628 5,012
Liabilities directly associated with the assets held for sale 31 17 -
Other financial liabilities 23 130 225
Current tax payable 2,800 913
Provisions 4,15,19,26 3,696 2,810
Deferred income 105 97
Total current liabilities 16,403 14,824
Non-current liabilities
Trade and other payables 9 - 1
Interest bearing liabilities 20 18,355 22,036
Other financial liabilities 23 1,146 1414
Non-current tax payable 120 109
Deferred tax liabilities 14 3,314 3779
Provisions 4,15,19,26 13,799 1,185
Deferred income 185 210
Total non-current lial 36,919 38,734
Total liabilities 53,322 53,558
Net assets 55,605 52175
EQUITY
Share capital - BHP Group Limited mm 1m
Share capital - BHP Group Plc 1,057 1,057
Treasury shares (33) )
Reserves 17 2,350 2,306
Retained earnings 46,779 43,396
Total equity attributable to BHP shareholders 51,264 47,865
Non-controlling interests 17 4,311 4,310
Total equity 55,605 52175

The accompanying notes form part of these Financial Statements.

The Financial Statements were approved by the Board of Directors on 2 September 2021 and signed on its behalf by:
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3.1 Consolidated Financial Statements

3.1.1 Consolidated Income Statement
for the year ended 30 June 2021

2021 2020 2019
Notes Ussm Us$M Us$M
Continuing operations
Revenue 2 60,817 42,931 44,288
Other income 5 510 777 393
Expenses excluding net finance costs 5 (34,500) (28,775) (28,022)
Loss from equity accounted investments, related impairments and expenses 31 (921) (512) (546)
Profit from operations 25,906 14,421 16,113
Financial expenses (1,378) (1,262) (1,510)
Financial income 73 351 446
Net finance costs 22 (1,305) 1) (1,064)
Profit before taxation 24,601 13,510 15,049
Income tax expense (10,921) (4,708) (5,335)
Royalty-related taxation (net of income tax benefit) (229) (66) (194)
Total taxation expense 6 (11,150) (4,774) (5,529)
Profit after taxation from Continuing operations 13,451 8,736 9,520
Discontinued operations
Loss after taxation from Discontinued operations 29 - - (335)
Profit after taxation from Continuing and Discontinued operations 13,451 8,736 9,185
Attributable to non-controlling interests 2147 780 879
Attributable to BHP shareholders 1,304 7,956 8306
Basic earnings per ordinary share (cents) p & 2235 157.3 160.3
Diluted earnings per ordinary share (cents) 7 223.0 1570 159.9
Basic earnings from Continuing operations per ordinary share (cents) 7 2235 157.3 166.9
Diluted earnings from Continuing operations per ordinary share (cents) ¥ 223.0 1570 166.5

The accompanying notes form part of these Financial Statements.
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3.1.2 Consolidated Statement of Comprehensive Income
for the year ended 30 June 2021

2021 2020 2019
Notes Us$M Us$M US$M
Profit after taxation from Continuing and Discontinued operations 13,451 8736 9185
Other comprehensive income
Items that may be reclassified subsequently to the income statement:
Hedges:
Gains/(losses) taken to equity 863 (315) (327)
(Gains)/losses transferred to the income statement (837) 297 299
Exchange fluctuations on translation of foreign operations taken to equity 5] 1 1
Exchange fluctuations on translation of foreign operations transferred to income statement - - )
Tax recognised within other comprehensive income 6 (8) 5 8
Total items that may be reclassified subsequently to the income statement 23 (12) (25)
Items that will not be reclassified to the income statement:
Re-measurement gains/(losses) on pension and medical schemes 58 (81 (20)
Equity investments held at fair value 2 [¥)] 1
Tax recognised within other comprehensive income 6 (20) 26 19
Total items that will not be reclassified to the income statement 36 (57) -
Total other comprehensive income/(loss) 59 (69) (25)
Total comprehensive income 13,510 8,667 9160
Attributable to non-controlling interests 2,158 769 878
Attributable to BHP shareholders 1,352 7,898 8,282

The accompanying notes form part of these Financial Statements.




