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Explain four ways in which non-bankmg financial institutions may participate in
the economic development of a country. (€] marks)

The following information was obtained from the books of Ram Limited for the year
ended 31 December, 2010.

Estimated sales for the year 50,000 units @ ksh 50 per unit.
Variable cost per unit ksh 10.
Fixed costs ksh 1,000,000.

Calculate:

@ total contribution;

(ii) contribution ratio;

(iii)  break-even quantity;

(iv)  margin of safety ratio;

(v)  sales in units required to earn a profit of ksh 60,000;

(vi)  the net profit if the selling price and sales volume decrease by 5% respectively.

(12 marks)

Explain four principles of a co-operative society. (8 marks)
A debenture was quoted in a stock exchange market as follows:

Nominal value ksh 5,000,000.

Coupon (half-yearly) 15% per annum.

Interest dates 15 March and 15 September.

Maturity date . 15 March 2016.

Yield to maturity 18% per annum.

Settlement date 15 March 2012.
Calculate the price of the debenture on 15 March 2012. (12 marks)

Outline five benefits that may accrue to an organisation that prepares a statement of
cash flow.

Muthura Limited issued 200,000, 15% preferences of ksh 15 each.. The shares are
redeemable at par over the next 3 years. The dividend yield of similar preference shares
is at 10%.

Calculate the price of the preference shares after the 3 years. (10 marks)
Explain four internal factors that may influence payment of dividend to the
shareholders of a company. (8 marks)

(10 marks)

1
P s S8, g e e A WA




e Ay R g

®

(@
(b)

(@)

Lunga Limited intends to buy a ntw machine to increase production as a result of
increased demand for her products.
Details of the machine are as follows:

. Purchase price - ksh. 450,000 :
. Expected useful life 4 years E
Scrap value ksh. 50,000

The new machine is expected to increase the revenues by ksh 480,000 per year and
fixed costs are expected to increase to ksh 200,000 per year, which includes the
depreciation. The company’s cost of capital is 12%. Corporation tax rate is 30%.

@) calculate the Net Present Value (NPV) of the machine;

(ii)  advise the management whether or not to buy the machine.
(12 marks)

Explain four advantages of operating a partnership as a form of business. (8 marks)
Nadi Limited has invested ksh. 100,000 in machine DX. The machine is expected to

produce 50,000 units per annum over a period of 10 years. The following information
was extracted from the books of the company for the year ended 31 December, 2010.

Ksh.

@) Standard cost of production :
Raw materials 12
Direct labour 4
Overheads 8

(ii)  Raw materials on average take;

* 6 weeks in stock

* 4 weeks in processing
(iii)  Finished goods on average take 8 weeks in stock.
(iv)  Credit terms are as follows: A

» allowance by creditors - 6 weeks

* allowance to debtors 12 weeks
(v)  Delay in payment of wages take 3 weeks
(vi)  Cash in hand is expected to be  ksh 200,000.

Production is carried out evenly throughout the year and a standard of 50 weeks
production per annum is set.

Determine the estimated working capital requirements for the company. (12 marks)

Outline four circumstances under which short-term financing may be preferred to
long-term financing. - (8 marks)
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 Prepare a production budget for the year ending 31 December, 2012.

The following information was extracted from the books of Bingwa Limited on 31
December, 2010.

1 Jan 2010 31 December 2010
Ksh. Ksh.
Purchases _ - 450,000
Stock 55,000 85,000
Debtors 65,000 95,000
Creditors 45,500 75,500
Additional information: }
® Gross profit percentage on sales is 40%.
(i)  25% of total sales were in cash.
(iii)  50% of all purchases were on credit.
(iv)  Bingwa uses an average of 365 days in a year.
Determine:
0) the rate of stock turnover;
(ii)  debtors collection period in days;
_ (iii)  creditors payment period in days.
(12 marks)

Maga Limited manufactures and sells products D,C and F. The following information
relates to the year ending 2012.

D C F
Sales (units) 50,000 5,000 80,000
Finished goods units
(1 Jan 2012) 4,000 800 30,000
Finished goods units
(31 December 2012) 2,000 . 200 50,000
Standard cost per unit ksh.20 ksh. 450 ksh.2.50

(8 marks)

Takana Limited has invested ksh. 520,000 in a project. The expected cashflows are
shown below.

Year Cashflows
0 (520,000) ‘
1 200,000 _
2 200,000 y
3 150,000
4 80,000

Determine the Internal Rate of Return (IRR) using 8% and 10% respectively.
' ) ' (12 marks)
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Table A Present Value of Sh 1 Received at the End of n Periods:
PVIF, = 11+ = (1 407"
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