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Riara School of Business
Nurturing business innovators
JANUARY APRIL  2024 TRIMESTER 
EXAMINATION FOR BACHELOR OF BUSINESS ADMINISTRATION
DAY PROGRAMME
[bookmark: _Toc305838627][bookmark: _Toc306263683] RFN 308: Entrepreneurial Finance and Investment Banking 
DATE: 	APRIL 2024 						TIME: 2 HOURS
GENERAL INSTRUCTIONS: 
Students are NOT permitted to write on the examination paper during reading time. 
This is a closed book examination. Text book/Reference books/notes are not permitted. 

SPECIAL INSTRUCTIONS: 
1 Write your REGISTRATION NO. Clearly on the answer booklet(s). 
2 Answer Question One and ANY other TWO questions.
3 Questions in all sections should be answered in answer booklet(s). 
4 Marks allocated to each question are shown at the end of the question. 
5 PLEASE start the answer to EACH question on a NEW PAGE. 
6 For the questions, write the number of the question on the answer booklet(s) in the order you answered them. 
7 Write your answers in paragraph form unless stated otherwise. 
8 Keep your phone(s) SWITCHED OFF at the front of the examination room. 

9 Keep ALL bags and caps at the front of the examination room and do not refer to any unauthorized material before or during the course of the examination. 
10 You are only allowed to leave the examination room 30minutes to the end of the Examination. 




QUESTION ONE (COMPULSORY – (30 MARKS)
a) Explain the Four soft considerations an entrepreneur should have in mind as he negotiates with the VC firms   				                          (10 marks)

b) Describe four types of intellectual property (IP) available to an entrepreneur in Kenya 
											 (8 marks)
c)  The following information relates to ABC Ltd. 
1. Adjusted net operating profit after tax (NOPAT) is Sh. 150 million
2. Total capital is sh. 850 million (no debt)
3. Closing market price per share is sh. 28
4. Total shares outstanding is 94 million 
5. The cost of equity is 15%
Required:
Calculate the following
i) Economic value added (EVA)						(3 marks)
ii) Market value added (MVA)							(3 marks)
d) Explain services provided by Investment banks in Initial Public Offerings (IPOs)        
										 (6 marks)
QUESTION TWO
a) Describe, by venture life cycle stage, the relevant types of financing and investors  											(10 marks)
b) Evaluate five differences between financing entrepreneurial and corporate firms  
									         (10 marks)

QUESTION THREE
a) Explain four applications of valuation of a company	                     (10 marks)

b) Sultana most recent FCFF is Ksh.5,000,000. KVW's target debt-to-equity ratio is 0.25. The market value of the firm's debt is Ksh.10,000,000, and KVW has 2,000,000 shares of common stock outstanding. The firm's tax rate is 40%, the shareholders require a return of 16% on their investment, the firm's before-tax cost of debt is 8%, and the expected long-term growth rate in in FCFF is 5%. 
Required: 
Calculate the value of the firm and the value per share of the equity                 (10 marks)
QUESTION FOUR 
a) The following information relates to Sumaya Ltd
1. Net profit margin is 20%
2. Sales in year 2021 are sh. 15million
3. Depreciation in year 2021 is sh. 5 million
4. Working capital investment as a percentage of sales is 8%
5. Tax rate is 30%
6. Fixed capital investment in year 2021 is sh. 4.5 million
7. Weighted average cost of capital (WACC) during the high growth phase is 20%
8. Weighted average cost of capital (WACC) during the high growth phase is 16%
9. Interest expense on sh. 20 million par value debt year zero is 11%
10. Net income, fixed capital investment, depreciation, interest expense and sales are expected to grow at a rate of 12% for the next 5 years and then stabilize at a long-term constant growth rate of 6%.          
Required:
Determine the value of Sumaya Ltd using free cash flow to the firm (FCFF) approach 
											(10 marks)
b) Describe five roles of investment banking in Mergers and acquisitions 		(10 marks)
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