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INSTRUCTIONS

Answer question ONE and any other TWO questions. Each question carries [25 Marks]

Candidates are required to use relevant examples or case studies in answering questions.

1. (a). Huriva has $10 000 to invest in a project with an expected rate of return of 11
percent per year. The expected average inflows are: Yr 1- $4 500, Yr2- §7 200, Yr3 -
$6 100 and Yr 4 - $5 200. Use the IRR method to check if the project is
implementable. (10 marks)

(b). Kudzi Investment Pvt Ltd has the following as at 31*December 2017;

Cash $500, land $12 000, Trademarks $1 000, Furniture and Equipment $600, Prepaid
Expenses $800, Accounts Receivable $2 00, Treasury Bills $800, Buildings $2 000, and
Patents $400. Suppose the firm had equity of $1 700,

(b1). Compute the firm’s liability (5 marks)
(b2). Suggest ways of building assets without increasing liabilities of the firm

(5 marks)
(b3) Advise the firm on the importance of financial statements. (5 marks)

. Joy Joyce Pvt Ltd was established in 2016 by 20 shareholders with common stock of $7
000. In 2017 the firm sold goods worth $15 000. The cost of goods sold in the year was
$3 200. Notes payable stood at $ 920 and accounts receivable was $890. $1 300 went to
rentals. Inventories stood at $2 300. The firm paid $900 towards settlement of
Preference shares. Tax amounted to $ 935 and insurance was $600. Accounts payable
was $1 340 and accumulated depreciation was $200.




(1). Compute the firm’s Return on Equity (5 marks)

(11). Calculate current ratio of the firm (5 marks)
(1ii). Discuss the merits of gearing this firm? (10 marks)
(1v). Suggest ways of improving profitability of the firm (5 marks)

3. “The cost of capital in Zimbabwe is one of the most inhibiting factors in
entrepreneurship’. Discuss.

4. ‘Financial exclusion is responsible for rural poverty in Zimbabwe’. Discuss ways of
including the excluded for sustainable development in the country.

5. ‘The linkage between business success and failure is financial prudence.” React to this
assertion.




