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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 
Write your REGISTRATION NO. Clearly on the answer booklet(s). 
Answer Question One and ANY other TWO questions.
Questions in all sections should be answered in answer booklet(s) 
PLEASE start the answer to EACH question on a NEW PAGE.
For the questions, write the number of the question on the answer booklet(s) in the order you answered.
Write on both sides of each leaf and indicate number of each question at the top of each page.

Write the answers in a paragraph form unless stated otherwise. 
Marks allocated to each question are shown at the end of the question. 
All rough work must be done on the answer booklet and crossed through!

Use supplementary pages only when you have exhausted those in this book

Fasten the supplementary pages to the inside back cover of this booklet

QUESTION ONE (Compulsory)

Case Study

Financial Planning, Housing and Savings at Family Level

Mr. Hassan and Ms. Joyce have been married for 25 years. They have 2 children (Sophia and Yusuf) who both live with them in their rented house along Thika road, Nairobi metropolitan region (with monthly rent expense being sh. 28,000). They opted to rent a house despite owning a 2-bedrom house in their neighbourhood which they opted to rent for sh. 20,000 monthly. Sophia is a 2nd year student in a private university unlike Yusuf who is barely 2 years old! The family operates a small-scale retail shop (in their estate) where both Mr. Hassan and Ms. Joyce are directly involved in operating the shop. Though their monthly sales collections are about sh. 800,000 on average. The family often operates on a budget deficit since their monthly expenses are about sh. 930,000! Much of the sales collection goes to maintaining an expensive family lifestyle that includes monthly entertainment expense of about sh. 150,000! 

The family is struggling with savings, debt management and housing decisions. The household can barely save sh. 5,000 per month despite making good sales occasionally! Ms. Joyce has sh. 750,000 in her bank account but she is unsure of how to invest the money. Mr. Hassan is unsure of whether to continue renting a residential house for his family or move the family into their house! Ms. Joyce feels that the family spending (on entertainment and food items) is too high hence the need to ‘check’ their spending! Mr. Hassan is seeking for financial literacy advice on how to improve his family budget, make a good housing decision and how to do good savings for his wife’s sh. 750,000 to earn the family some good interest income. Having gone through a Financial Literacy class, Mr. Hassan approaches you for financial education. 

Having read the case study above, you are required to:

Examine any TWO key financial literacy practices that the family should adopt as part of their financial wellness improvement 

                               (5 marks)

Describe THREE accounting/financial controls that Hassan and Joyce should adopt to safeguard their small-scale business in addition to TWO risk management practices 


    


       (5 marks)

Examine any TWO housing decision factors that the family should consider before moving from their rental house into their own house

       (5 marks)
Examine TWO savings options (for Ms. Joyce’s sh. 750,000) that the family could consider in the money markets 

   

                   (5 marks)
QUESTION TWO

Mr. Zachary is highly indebted to various individuals despite earning a salary of sh. 120,000 and having no family to support financially! Recommend any THREE debt management principles that he should embrace to deal with his debts
       (6 marks)
Discuss THREE investment practices that Ms. Halima should adopt in her planning for retirement which is due in three years time 




       (3 marks)

Examine THREE healthcare financing options (for medical care) that a family should consider taking into account that the household head is not employed    
       (6 marks)

QUESTION THREE

Ms. Maimuna Simiyu has just received her pension benefits amounting to sh. 2,500,000. Advise her on any THREE investment options that she could adopt to generate good/positive returns on this pension benefit




       (6 marks)
Mr. George has just joined a Microfinance Bank for investment purposes. The bank’s investment scheme requires clients to invest sh. 200,000 in 1 month upon joining the scheme, sh. 300,000 after 3 months and sh. 100,000 after 6 months. The scheme promises a return of 12% per month. 
Required: 

i) What is the future value of the entire scheme at the end of the 8th month?       (5 marks)

ii) What is the present value of the entire scheme at its beginning/commencement?            









       (4 marks)

QUESTION FOUR

Mr. James got employed by an insurance firm (in Nairobi City) with a salary of sh. 70,000. He lives in a 2-bedroomed apartment in Ngara shopping centre. Mr. James and Ms. Hawi intends to marry by year end!  Mr. James’ pays monthly rent of sh. 30,000 though he intends to take a mortgage loan of sh. 4,000,000 to buy a residential house.
Additional information for Mr. James:

Mr. James is currently enrolled for a professional course where he pays sh. 10,000 fees every term for the next two years. 
Personal loan of sh. 50,000 to buy a Fridge- repayment of sh. 4,500 monthly.
Online writing income- an average of sh. 1,000 per week.
Support for parents (black tax) - sh. 1,500 for each of his two parents.
Medical treatment and purchase of food- sh. 10,000 monthly.
Overtime income from employment- an average of sh. 5,000 per month.
Electricity and water- sh. 4,000 per month; airtime purchase- sh. 2,000 per month. 
Car maintenance expenses and fuel cost- an average of sh. 15,000 per month.
Transportation cost to work- an average of sh. 14,500 per month.

Required: i) Using the information provided above, develop a personal monthly budget for Mr. 
        
         James 








     (7 marks)

     ii) Recommend any 3 budget readjustments to improve James’ budget        (3 marks)

 Mr. Mohammed has just been employed on a salary of sh. 93,000 upon graduating with a Bachelors degree in Communication. He intends to buy a Car as a matter of priority within the next two months of being employed! Examine TWO advantages and THREE disadvantages of him purchasing a car in his current circumstances
                   (5 marks)

QUESTION FIVE

Describe THREE functions/mandate of commercial banks in Kenya                  (6 marks)


Discuss two broad functions of regulatory agencies (operating as government agencies) in the financial sectors in Kenya 





       (4 marks)
Ms. Triza has just sold her piece of land for sh. 850,000. Recommend any TWO savings options that she could utilize to generate some interest income from the money (5 marks)


