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Notes: 

(a) This is a closed book examination – No material may be brought into the examination. 

(b) The use of Personal Computers, Laptops, PDAs with Excel, etc. is NOT PERMITTED. Only a 
conventional calculator, scientific, or financial, may be used. 

(c) Candidates are advised to set out their work clearly, concisely and logically. Marks will be deducted 
for incoherent and/or untidy work. 

(d) Only work written on the lined pages will be marked. 

(e) This question paper consists of 4 questions. You are required to answer a total of 3 questions; any 2 
questions from Section A (Questions 1 - 3), and the single question from Section B (Question 4). 

(f) Clearly mark the question number on each page used and at the end of the exam number the pages 
in the correct order and bind them with the pin provided. 

SECTION A (ANSWER ANY TWO OF THE QUESTIONS FROM THIS SECTION) 

QUESTION 1 

Cloete (2006) describes various ways of optimizing the financial return on a property 

development project when conducting a financial viability study. List and discuss in detail the 
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various adjustments referred to by Cloete, in order that the return on investments can be 

increased.    

Use worked examples wherever possible to illustrate the issues being discussed.  

(Source: Cloete, C.E. (2006) Feasibility studies: principles and practice. Chapter 5 – 

Principles of the financial feasibility. Published by the South African Property Education 

Trust.) 

          
Hint: Candidates should list describe in detail each of the potential factors, providing worked 

examples to illustrate typical applications.    

  

[30] 
 

OR 

 

QUESTION 2 

Discuss the relative merits of using the NPV and the IRR evaluation methods as investment 

criteria. Which method would you recommend? Why?  

     
Hint: Provide details of the formulae / ways of application. Provide detailed comparisons of 

the two approaches using worked examples under the headings of (a) the re-investment rate 

issue, (b) multiple rates of return, (c) mutually exclusive investments, (d) initial investment, 

and size differences between investments – all as covered by Cloete in the prescribed 

readings.       

[30] 
 

OR 

 

QUESTION 3 

 In order to undertake a financial feasibility study, it is important to firstly consider a number 

of factors contributing to an evaluation of the total capital costs likely to be incurred on a 

project. These may include the calculation of total capital costs, land, and the return on the 

investment. However, a further important consideration is to make allowance for expenditure 

incurred in terms of anticipated total operating costs.  

Discuss the typical component parts of operating cost that would typically have to be 

considered, explaining through the use of either actual or hypothetical examples their 

composition and the ways in which they may significantly affect the outcome of the project”s 

financial viability. 

 

Hint: Use the structure of the Study Guide contents and prescribed material to formulate the 

framework of the answer.    
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          [30] 

 
 
SECTION B 
 

QUESTION 4 

Cloete (2005) describes various phases of the South African real estate cycle by means of 

discussion of the characteristics of market activity during periods of varying supply and 

demand forces. In addition, the important relationships between the supply and demand 

forces that affect real activities are discussed in detail.   

Using diagrams wherever possible, describe the characteristics of the phases which typically 

comprise a full cycle, together with an explanation of the forces affecting the cycle as a 

whole. 

(Source: Cloete, C.E. (2005) Property Investment in South Africa. Chapter 3 – Investment 

time horizons. Published by the South African Property Education Trust.) 

          
Hint: Candidates should firstly list and briefly describe the forces affecting the real estate 

cycle, providing examples of each ‘force’ from actual ‘real life’ situations in South Africa over 

the past 12 to 15 years. Once these forces have been covered, candidates should provide 

an overview of the nature of the typical real estate cycle over the growth and recession 

phases of activity, detailing the typical visible characteristics that apply to each phase.   

  

         
[40] 


