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END OF AUGUST SEMESTER 2011 EXAM
DEV 320 X, M – FINANCIAL MANAGEMENT FOR DEVELOPMENT
Instructions: answer questions one (compulsory) and any other two questions.
Q1. .
a. Financial management is a subject area concerned with decision making in the areas of investment, financing, and dividends. Discuss these decisions and the goal of financial management in development.							(10 marks)
b. Accounting principles are a body of doctrines commonly associated with the procedure of accounting. Discuss at least five accounting principles known to you.		(10 marks)
Q2.
 Following is the trial balance. Prepare a trading profit and loss account and a balance sheet for the year ended 31st December, 2011.
						Bank loan			 4,400
Building 		24,000			Creditors			11,600
Debtors 		17,000			capital				32,000
Machinery		10,000			sales				130,000
Drawings		 4,000			discount			      400
Purchases		90,000			purchases returns		     800
Insurance 		15,000			commission			     750
Trade expenses		 1,500			provisions for bad debts		     400
Sales returns		   600			bills payable			 2,000
Salaries			 8,200
Carriage inwards	 1,250
Bad debts		   300
Bills receivable		 4,500 
Stock 			16,000		

Cash			 1,400								
			182,350						182,350
Following are adjustment:-
i. Closing stock 12,000.
ii. Interest on capital 5%
iii. Outstanding salaries 800
iv. Prepaid insurance 150
v. Depreciation : building 2%; on machinery 10%
vi. Make provision of 5% on bad debts
vii. Commission accrued and receivable 200.					(20 marks)

Q3.
a. One of the tools used to analyse the financial performance of organizations is with the help of ration analysis. Discuss giving relevant examples how the liquidity ratios and profitability ratios related to sales in a given organization are computed.				(10 marks)
b. State the importance and limitations of ratio analysis.				(10 marks)
Q4.
a. Discuss how an organization of your choice would undertake the process of fundraising as a source of financing.								(10 marks)
b. What factors are put into consideration while choosing a source of financing for trading organization?									(10 marks)
Q5.
The following complaints are made about budgets in different organizations. How would you assess them in terms of organizational culture and management theory?
i. We know what management wants to see. The only purpose of the budget is to provide some numbers to back that up.						(5 marks)
ii. Our manager always sets tough budgets and then complains because we could not meet the targets.									(5 marks)
iii. The budget process takes such a long time nearly all the staffs are involved in one way or the other and we have meeting after meeting.				(5 marks)
iv. We always make sure there is slack built into the budget so that we don’t have trouble keeping within it.								(5 marks)												
