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A. Instructions: 

 
1. Put your name/class/student number on all answer sheets. 

2. Read all questions carefully before answering the question. Answer all questions.  

3. The answers must be completed within the allotted time. 

4. Only blue or black ink is allowed for assignments on regular answer sheets. 

5. It is not allowed to use Tipp-Ex (or other correction resources) in your exam. 

 

B. Extra instructions: 

Click here to add text. 

 

  

p.t.o.  

 

 

 

 



Participation in this exam means the student is aware of the applicable rules for participation in exams 

as set out in the “Regulations of the Exams Office” and the applicable rules regarding irregularities and 

fraud during exams and review sessions as set out in the “Regulations of the Board of Examiners”. 

Both regulations are included in part 2 of the Degree Statute, which can be consulted via Insite FEM.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

 



Case study Howden 

 

Supplier development  
 
The business actively engages with smaller enterprises comprising both current 
and prospective suppliers with the aim to assist those entities to become 
sustainable businesses. Assistance provided is both in the form of operational and 
financial assistance. 
 
Suppliers are critical to the success of our business 
Careful selection and monitoring of our suppliers has ensured our customers 
receive sustainable value. By communicating with suppliers and service providers, 
we set expectations about how we do business, which influences their practices. 

Source: Howden Integrated Annual Report 2016 

 

1. How can Howden provide operational and financial assistance to its suppliers. 

Explain your line of reasoning, you are allowed to answer with an example! (10 

points) 

 

2. Sustainable value is an important value driver for Howden. How can Howden 

create sustainable value for its customers, using their suppliers as an important 

value driver (2 examples)?  Explain your line of reasoning. (10 points) 
 

 

Howden’s continuing focus on sustainable working capital management has 

resulted in a satisfactory cash fl ow performance in 2016. Cash generated from 

operations for the year was R216.2 million and cash and cash equivalents are 

R909.3 million (2015: R730.2 million). 

Source: Howden Integrated Annual Report 2016 

 

3. Cash flow is one aspect of (sustainable) liquidity, mention and explain the two 

other ways to measure liquidity in Supply Chain Finance Theory. (10 points) 

 

  



Risk, capacity, appetite and tolerance  
 
Our risk capacity is to maintain short and long-term liquidity. Available cash and 
loan facilities shall be in place to ensure that the business does not experience any 
long-term liquidity issues. 
Our risk appetite is focused on ensuring that the business is sustainable. This 
includes achieving annual growth through the strategic plan and supporting 
initiatives, avoiding negative impact on brand reputation and mitigating any 
negative market conditions that could significantly impact our financial 
performance. 
Our risk tolerance is defined as operational. Our tolerances help ensure that the 
business does not breach its risk appetite. This is completed by setting limits and 
monitoring, mitigating and giving frequent feedback on performance 
Managing risk is critical to the success and sustainability of Howden as it is faced 
with a wide variety of risks, which can have a strategic, financial, operational and 
reputational impact. Effectively managing risk through a consistent process also 
supports the delivery of Howden’s strategic objectives. 
 
Risk, capacity, appetite and tolerance  
 
Our risk capacity is to maintain short and long-term liquidity. Available cash and 
loan facilities shall be in place to ensure that the business does not experience any 
long-term liquidity issues. 
Our risk appetite is focused on ensuring that the business is sustainable. This 
includes achieving annual growth through the strategic plan and supporting 
initiatives, avoiding negative impact on brand reputation and mitigating any 
negative market conditions that could significantly impact our financial 
performance. 
Our risk tolerance is defined as operational. Our tolerances help ensure that the 
business does not breach its risk appetite. This is completed by setting limits and 
monitoring, mitigating and giving frequent feedback on performance 
 
 
There is a risk that industrial action both in-house and at our subcontractors could 
result in significant disruption to our supply chain and result in contract penalties 
and reputational damage. 
 
Source: Howden Integrated Annual Report 2016 

 

4. Explain the concept of risk appetite. You may use an example to explain your line 

of reasoning. (4 points) 

 

5. Outsourcing to sub-contractors is risky for Howden.  Mention two operational and 

two  strategic risks for Howden. (6 points) 

 

  



From the 2016 annual report of Howden the following data are retrieved: 

 2016 
(in R 1,000) 

2015 
(in R 1,000) 

Revenues  1,604,535 1,483,276 

Costs of Sales 1,176,761 1,071,717 

Gross Profit 427,774 411,559 

Net Profit 218,421 215,553 

Equity  1,254,917 1,039,207 

Assets 1,861,040 1,584,370 

Inventories 332,166 235,163 

Accounts Receivables 351,195 284,901 

Accounts Payables 416,019 380,277 
Source: Annual report Howden 2016 

 

6. Calculate the following sub-questions for 2015 and 2016 (show your 

calculations!): 

a. The decomposition of the ROE according the DuPont formula 

i. Net Profit Margin (1 point) 

ii. Total Asset Turnover (1 point) 

iii. Equity multiplier (1 point) 

b. Net working capital (SCF definition). (2 points) 

c. Day’s sales in receivables (DSO). (2 points) 

d. Day’s purchases in payables (DPO). (2 points) 

e. Inventory turnover period (DIO). (2 points) 

f. Cash to cash cycle. (2 points)   

g. How do you interpret the over-all outcome of your calculations? Explain 

your line of reasoning, use for that the calculated ratios. (2 points) 

In the 2016 annual report of Howden the following additional data were found: 

Company Beta (β) 1.04 

Risk free interest rate (RRF) 2.1% 

Required market return shareholders (RE) 6.4% 

Corporate tax rate (τ) 30% or 0.30 

Cost of debt (RD ) 4.6% 
Source: Annual report Howden 2016 

7. Calculate the WACC for Howden. Show your calculations. (5 points) 

 

“SCF aims at the optimisation of the flows and allocation of financial 
resources in a supply chain, requiring the collaboration of at least two 
primary supply chain members, with the aim to improve*: 

 Efficiency (financial performance), 

 Effectiveness (delivery performance); 
 Sustainability (social performance). 

Source: De Boer, R., van Bergen, M., & Steeman, M. A. (2015). Supply Chain Finance, its 

Practical Relevance and Strategic Value. 



 

 

8. Mention a strategic, a tactical and an operational supply chain finance instrument. 

(5 points) 

 

9. According Professor Steeman et al., the three ultimate goals of Supply Chain 

Finance are: Increase of EVA, increase of liquidity and mitigating risks. Explain 

how operational Supply Chain Finance instruments have a contribution to those 

three goals. (5 points) 

 

An important aspect of implementing Supply Chain Finance is a good 
and independent performing IT platform.  

 

10. Explain why a good performing IT and independent platform is so important for 

implementing Supply Chain Finance. Explain your answer. (5 points) 

 

11. A firm offers terms of 2.5/10, net 90 ( Customers have 90 days to from the invoice 
date to pay the full amount; however, if payment within 10 days, a 2.5 per cent cash 
discount can be taken). What is the effective annual rate (EAR) of paying after: 90 
days or paying within 10 days? Show your both calculations. (5 points)  

 

12. You participated in the supply Chain Finance simulation: The Cool Connection.  

a. What was your job / role in the game?  

b. What was your learning experience in terms of single loop and double loop 

learning? (20 points) 

 

 

The End of the Exam! 

 

  



Appendix Some financial formulas 

 

𝑅𝑂𝐸 =  
𝑁𝑒𝑡 𝑃𝑟𝑜𝑓𝑖𝑡

𝑅𝑒𝑣𝑒𝑛𝑢𝑒𝑠
∗  

𝑅𝑒𝑣𝑒𝑛𝑢𝑒𝑠

𝐴𝑠𝑠𝑒𝑡𝑠
∗  

𝐴𝑠𝑠𝑒𝑡𝑠

𝐸𝑞𝑢𝑖𝑡𝑦
 

 

𝜀 =  
𝐸𝑞𝑢𝑖𝑡𝑦

𝐴𝑠𝑠𝑒𝑡𝑠
 

 

𝜆 =  
𝐷𝑒𝑏𝑡𝑠

𝐴𝑠𝑠𝑒𝑡𝑠
 

 

𝑊𝐴𝐶𝐶 = 𝑅𝐸 ∗  𝜀 +  𝑅𝐷 ∗ 𝜆 ∗  (1 −  𝜏) 

 

𝑅𝐸 =  𝑅𝑅𝐹 +  𝛽 ∗ (𝑅𝑀 −  𝑅𝑅𝐹) 

 

𝐸𝑉𝐴𝑇𝑀 = 𝑁𝑂𝑃𝐴𝑇 − 𝐶𝑎𝑝𝑖𝑡𝑎𝑙 𝑒𝑚𝑝𝑙𝑜𝑦𝑒𝑑1 ∗ 𝑊𝐴𝐶𝐶 

 

 

 

 

                                                           
1 Capital Employed = Assets – Current Liabilities = Equity + Long term liabilities = Fixed Assets + Net 
Working Capital 


