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QUESTION ONE(COMPULSORY) 

a) Discuss FOURmanagerial functions of a Tour and Travel finance 

manager.         (4 marks) 

b) Explain any FOUR agency costs incurred by shareholders in an effort to 

control agency risks        (4 Marks) 

c) Explain how a ranking conflict between the Net Present Value(NPV) and 

Internal Rate of Return(IRR) can be resolved   (6 marks) 

a) A common investment product of a life insurance company is a 

guaranteed investment contract (GIC). With this investment, an 

insurance company guarantees a specified interest rate for a period of 

years. Suppose that the life insurance company agrees to pay 6% 

annually for a five-year GIC and the amount invested by the policyholder 

is Ksh.10 million. Determine the value of amount of the liability in five 

years (Future value).       (6 marks) 

 

QUESTION TWO 

a) Advise a client on the steps to take in order to do a financial planning 

for a Hospitality firm that want to venture in Tour and Travel 

company for the year 2024.     (10 marks) 

b) Explain FIVE factors that should be taken into account by a 

businessman in making the choice between financing by short term 

and long-term sources         (5 Marks) 

 

QUESTION THREE 

a) Joyce Mathya has borrowed Ksh2,200,000 from a bank to start a 

hospitality venture. The amount is payable at 12% compounded 

annually to be repaid in six equal annual installments. These payments 

are to be sufficient to repay the principal amount together with interest. 

Prepare a loan amortization schedule.    (10 marks) 

d) Discuss FIVE features of capital budgeting decision  (5 marks) 

  



 3 

QUESTION FOUR 

a) Explain FOUR purposes of financial ratio analysis and why a careful 

reading of financial statements is not enough.   (4marks) 

b) Waridi ltd is analyzing two mutually exclusive project detailed as 

followsin Kenya shillings. 

YEAR   PROJECT A  PROJECT B.  

1  3,000,000  6,000,000  

2  1,000,000  5,000,000  

3  4,000,000  4,000,000  

4  5,000,000  3,000,000  

5  6,000,000  1,000,000  

 

Additional information  

1) The above cash flow has been stated on after-tax basis   
2) Each of the project will cost Ksh.10, 000,000 at commencement.  
3) The company intends to raise this finance through an issue of 

debentures at interest rate of 10% per annum.   
Required  
Advice the management of WaridiLtd on which of the projects to 

undertake using: 

i) Payback period     (2 marks) 

ii) Discounted Payback period   (3 marks) 

iii) NPV       (4marks) 

iv) Profitability Index     (2 marks) 
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