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UNIVERSITY EXAMINATIONS

2022/2023 ACADEMIC YEAR
THIRD YEAR, SECOND SEMESTER EXAMINATIONS

SPECIAL / SUPPLEMENTARY EXAMINATION

FOR THE DEGREE IN BACHELOR OF COMMERCE

COURSE CODE: BCF 321/BCF321/BBF322

COURSE TITLE: FINANCIAL STATEMENT ANALYSIS

DATE: 10™ AUGUST,2023 TIME: 8.00AM —10.00AM

INSTRUCTION TO CANDIDATES
i.  Answer question ONE and any other TWO questions

ii. Do not write on the question paper.
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Shs. 000 Shs. 000
Cash 10,000 Accounts payable 30,000
Receivables 50,000 Accruals 20,000
Stock 150,000 Long- term debt 40,000
Net fixed assets 90,000 Retained Earnings 10,000

Common equity 200,000

. Total assets 300,000 Total liability & equity | 300,000

Other data; market value of equity = 250,000,000

Using the Edward Altman model of ,Z-Score = 1.2X4 + 1.4X2 + 3.3X3 + 0.6X4+ 1.0Xs5,
describe whether the firm is in financial distress or not 7 (10 Marks).

[TOTAL = 20 MARKS]

QUESTION FOUR.

(a) Looking beyond ratios, state and explain FIVE qualitative factors that might diagnose

business failure. (10 Marks).

(b) State and explain some of the options available to businesses in dealing with financial
distress. (10 Marks).

[TOTAL =20 MARKS]

QUESTION FIVE:

The following is the balance sheet of Eldoret Stecl Mills Ltd as at 31% December, 2021.

Shillings ‘000”

Net Fixed Assets 300
Current Assets 100
400
Financed by:
Ordinary Share Capital 100
Retained Earnings 70
10% debentures 150
Trade Creditors 50
Accrued Expenses _30
400
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Additional Information.

L.

[\

('S

The sales for the year 2014 amounted to shillings 500,000.The sales will increase by 15%
during the year 2015 and 10% during the year 2016.

The after tax return on sales is 12% which shall be maintained in future.

The Company’s dividend payout ratio is 80%.This is to be maintained during the forecasting
period.

Additional financing from external sources will be effected through the issue of Commercial
paper by the company.

Required.
(a) Determine the amount of external finance for 2 years up to 31 December, 2021.
(10Marks).

(b) Prepare a proforma balance sheet as at 31* December, 2021. (10 Marks).
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