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1.4/ (a)  Highlight five roles played by a finance manager in a business organization,
{10 marks)
(b)  Highlight five factors that should be considered when choosing a source of business
finance. (10 marks)
2. 4 f(a)  Highlight four ways in which cash disbursements in a business may be delayed. (8
marks)
(b)  Munube Traders borrowed Kshs 2,00,000 from a bank at an interest rate of 12% per
annum, The loan is to be repaid in 3 equal annual instalments.
(i) Determine the annual instalment.
(ii) Prepare a loan amortization schedule,
i 12 marks)
3 (a)  Explain five roles played by the Nairobi Securities Exchange. {10 marks)
(b}  MNandes Limited intends to invest Ksh 4 000,000 in a project. The project is expected to
senerate the following net cash inflows:
. Net cash inflows
- Ksh
1 1,500,000
2 <2000 ,000
3 2,800,000
4 1,000 000
» The company's cost of capital is 10%.
= The company's policy is to accept a projet with 2 maximum payback period of Z
VEdrs.
{i} Calculate the discounted payback period.
(i)  Advise the management on whether to invest in the project or nol.
{ 10 marks)
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4.+ {a)

Highlight four characteristics of retsined earnings as a source of business finance,

(8 marks)
(b} Jenga Limited intends to invest Ksh 5,000,000 in a project whose expected useful life is
4 years,
The expected net cash inflows and the corresponding certainty equivalent cosflicients
are as follows:
Year Net cash inflows  Certainty equivalent
{ksh) coeflicient
1 1000000 0.95
2 1,500,000 0.80
3 2 000 (0 0.70
4 2200 00 0.60
The risk free rate is 5%.
(1) Determine the Net Present Value (NPY) of the project.
(i)  Advise the management on whether to invest in the project or not.
(12 marks)
5. « (a)  Explain four economic factors that should be considered when forecasting foreign
gxchange rates. (& marks)
o) The following is the capital stracfure of Manuu Limited as at 31 December 2021.
Ksh ‘000"
2 00,000 ordinary shares @ Ksh 20 cach 40,000
8%, 1,000,000 preference shares @ Ksh 10 each 10,000
10%%, Debentures @ Ksh 100 each 10.000
50,000
Additional information:
(I}  The ordinary shareholders have just been paid a dividend of 1056, The
dividends are expected to grow at 10% per annum,
{II}  The market price of an ordinary share and a preference share is Ksh 40 and Ksh
20 respectively.
{Ill} The corporation tax rate is 30%%.
-1 fie ‘I
2906/306 2926/306 3 o ¥ L Turn over
29241306 a ':*'i
November 2022 o L g




Determine the:

(i}  component cost of each source of capital.

{iiy  weighted average cost of capital (WACC).
(12 marks})

6. {a)  Highlight four limitations of nsing ratios to analyse the financial performance of a
business. (% marks)

(b)  The ordinary shares of AK Brothers Limited are currently selling at Ksh 60 per share.
The company expects o pay 4 dividend of Ksh 6 per share at the end of the current

year.

The ordinary dividends for the past five years are as follows:

Dividend per share

Year Ksh

2021 550

2020 4.90

2019 468

2018 4.50

2017 4.40
The company intends to iS5ue DEW grdinary shares at a price of Ksh 58 .20 per share
after floatation cosLs.
Determine the:

i) growth rate in dividends
(i)  floatation costi percentage.
(iiy  costof retained eaming,
(ivy  costof new shares.
{12 marks)
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(b}  Lenga Limited is considering investin
information relates to the projects,

Probability

010
025
(.40
0,10
Ul5

{i) Calculate the:

-« la}  Explain four components of working capital.

Net cash inflows
Project A Project B
Ksh Ksh
3000000 3,000,000
3 500000 4 OO0 (00
4,000,000 5 000 000
4500 000 6,000,000
3,000,000 7000 000

expected net cash inflows for each project;

standard deviation;

co-efficient of varation.

(8 marks)

£ in either Project A or Project B, The following

(it} Using the result in [T above, advise the management on the project to inves:

Y

(1D)

(1)

in.
2906/306 2926/306
2924/306 o
Nevember 2022 g it

P =g5u e

p_‘l:'r

(12 marks)




B A TS
Tabls A

Present Value of Sh 1 Received at the Fnd of n Perfods:
FWFM: ) 1."[-1 + 'r'_]p""’ {1 ‘|'.|",|-1|I

Poriad 1% 2%

%

4%

5%

6%

Lk

B%

8%

10%

12%

14%

18%

16%

18%

20%

4%

it

2%

El S0

L. I S PR Y

BE&E=ER

ol
803
a706
8510
8818

842D
i
8236
43
8053

B33

AE574
BraT
A7
8513

8528
Adal
8360
i)
8135

J798
J418
BT
&080
SEDL

-1
B612
473
4138
BLaT

-
B0
8635
iz
H203

8043

B85
1]
7519
J430

J 284

747

7002
o84
BT30

8035
5821
4528
a718
3048

AT
9426
-EL L
JBE8E
BE26

3375
i3t
(TEG4
1884
a4t

JI24
J04
BB
HEN
B41%

&332
80850
SEM
5703
&1

4TI
A120
6
L1281
1687

9615
9248
BE30
8548
8219

1903
888
Jaa7
026
756

B35
B245
006
S5
5553

B:%et
5134

4746
A5

751
2083
a3
1407
085

534
4070
2638
i vk
JHIS

TG
J07
f7E8
B4
B138

5847
5508
5300
5081
4810

3551

A6

ATES
JeEd
37e8

28E3
2ha
RE i
LE72

5434
Ba0
B3%6
JE21
4T

Jasd
51
B4
£819
E5Ed

vl

4370

Ages
!
4173

05
14
L
3305
3118

fraie
A741
Lz

346
B34
B163
7825
X

eI

B2I

S8
5438
5083

4751

4150
2878
2

3387
166
2358
I765
J58d

842
1314
06e8
0339
s

S8

T8
7350
[BEOE

302

Bt

2318
s
2502
ani
JH4R

JEBT
i
DaB]
0213
0033

ATE
BatT
aTa
(T84
B438

962
5470
3018

4226

3875
5585
326
2332
2745

2215
s 3l
na
124z
i78d

1160
754
ekl
a4
0057

i)
HaEs
7813
230
209

5345
2132
A5EE
A3ay
355

~188
oich
S633
2394

2178

1878

1728
835
4B8

tam
fte
Bz

0033

B84
7872
J1a
f355
BE74
5086
4523
A035
608
3220

2B75
L56T
2092
2048
827

831

< 145E

1300

1

Ja7
[EEs
.-{HD.'I'

A011

B
_7a0g
BT50
BE
5744

4358

2300
3075
2T

ok
2%
A8
1sgy
S

B
078

ot
Rar:

LA
0136

0053

aga
00k

2561
575
ol
a7

£33
3758
fors:)

2543 .

2472

;2139
1BES
i [ivis
1413
1225

1088

D80B
JLI0d
SEN

e
51
L7
0pa
0002

BEZ!
743l
G407
S5
A7E1

A4
A58
030
2267

1354
A8ES
1482
1252
A

a3
L5
L5id
0245
D118
005
LN

BATS
Az

E158
A3Tt

AT
o) &
A5E0
v 4=
R

JETS
A3
JHED
o 1o

e
0800
0508
Q4
0385

o180
KHIpH
0013
0003

B33

a7E7
vk
A0E

2343
A1
2326
1338
d615

1345
N2z
1.5
i
0543

L5417
s
il
£33
g251

o10s
0042
ooar
Lam

AnE5
504
5248
230
3411

byl
2218
478
443
S

J[g38
757
0810
Dag?
cich

LAz
28

D163
nas

L0184

PR
B0a
A7EE
b L]
910

2174
A6
1388
10g4
L T

0582
L517
e
A28
Q247

.01

a0

Fui::

[0a2
L0

0ol

006

ocm

T
e

2254
2495

1850
4432
i [ 21
o2

0473
357
A
0205
|[HE'5

0118
I8
Rl

Aot
002

7353
a0y
875
2913
£143

J580
1162
SiB5d
628
452

(30
M350
aiad
015s

e i)

LT3
[ase
Q033
O3
e i

0005
aoan

THIS 1S THE LAST PRINTED PAGE.

2006/306 2926/306

2024/306

MNevember 2023




