


UGANDA INSTITUTE OF INFORMATION AND COMMUNICATIONS TECHNOLOGY
END OF SEMESTER ONE EXAMINATIONS AY 2025/2026  

DEPARTMENT	:	MGT  
YEAR OF STUDY	:	ONE
PROGRAM		: 	DBFT
COURSE		: 	INTRODUCTION TO FINANCE
COURSE CODE 	:	BFT 1101
DATE            		:  	WEDNESNDAY 10TH, DECEMBER, 2025
TIME      		:          9:00-12:00 HOURS
DURATION		:          3HOURS

INSTRUCTIONS: 
i. This paper consists of TWO sections, SECTION A & B
ii. Answer FOUR (4) Questions in all.
iii. Section A is COMPULSORY, Answer any THREE questions from Section B
iv. Credit will be given for the use of relevant examples and illustrations.
v. Mobile phones are NOT allowed in the exam room.
vi. DO NOT write anything on this question paper, rough work should be done in the answer booklet and cancelled through.
vii. Start a new number on a new fresh page.


SECTION A: (THIS SECTION COMPULSORY)
Question One
a) Tom said that there is no need of financial management in any business, that it is a waste of money. Do you agree with him? If yes, give your reasons. Otherwise, explain why financial management should be a requirement to any business in its operations                     					(07 marks)
b) Highlight any four roles of a Financial Manager in any business                               		(04 marks)                                         
c) With relevant examples, briefly explain any three of the five foundational principles of finance.                                                                                                         
(06 marks)
d) As a student of Business finance technology, explain to your group mates in your class the rationale of finance in business.                                                                                         			(07 marks)
e) In Uganda, the legal forms of business organization include Sole Proprietorships, Partnerships, and various types of Companies (such as private limited, public limited and statutory corporations), each falling under either unincorporated or corporate structures. In view of this; 
i) Highlight features of both a Sole Proprietorship and a Partnership        			(10 marks)
ii) Briefly explain the benefits of running a limited liability company in Uganda                 	(06 marks)

SECTION B (ATTEMPT ANY THREE (3) QUESTIONS FROM THIS SECTION)

Question Two
Business ethics refers to the moral principles and values that guide a company’s conduct. As a student of DBFT with extensive business finance knowledge;  
a) Explain the importance of business ethics in all business environments               		(05 marks)
b) Explain any (5) principles of business ethics that are fundamental in businesses operations  	(10 marks)
c) Highlight any five key aspects of Business Ethics in our business environment.                	(05 marks)      

Question Three
Net Present Value (NPV) is a financial metric that measures the profitability of an investment by calculating the difference between the present value of its future cash inflows and outflows. In view of this;
a) Explain the following circumstances to Henry when he came to seek guidance on the meaning of the following:
i) Positive NPV               									(02 marks)
ii) Negative NPV                                                                                                                	(02 marks)
iii) Zero NPV.                                                                                                                     	(02 marks)

b) Henry is proposing to expand his business by adding another product line. The investment will cost Ugx.150 Million and will realize the following cash inflows over a period of five years.
	Year
	1
	2
	3
	4
	5

	Cash inflows in millions
	20
	30
	70
	30
	80



Henry was advised to use a discounting factor of 8% for his investment. 
Required;
i) Determine the NPV of this investment and advise Henry whether to accept or reject this investment.                                                                                                                  
(10 marks)
ii) What are the advantages and disadvantages of this technique                                     	(04 marks)
Question Four
After graduating from UICT, Hannington was approached by a friend called Moses to guide him on stocks and their valuation businesses. Moses is interested in investing in this type of business. Therefore, before he invests his savings in this business, he needs your guidance on the following. Assuming you’re Hannington;
a) Explain him the difference between common stocks and preferred stocks                             (06 marks)
b) Highlight to him any four (4) Features of common stocks           				(04 marks)
c) Give any four (4) Characteristics of preferred stock and explain why investors like MOSES buy or should buy preferred stock in the promotion of his income.             				(10 marks)

Question Five
In a group discussion, Joshua said that a bond is a type of debt. Joshua further said that when you buy a bond from a company, you are a lender to that company. In view of this;
a) Do you agree with Joshua’s assertions?                                                                   		(04 marks)
b) In reference to (a) above therefore, explain the importance of Bonds in business organizations 
(04 Marks)  
c) Explain what is meant by Loan Amortisation in Finance.                                     		(04 Marks)    
d) Given the significance of loan amortisation in debt management, prepare a loan amortisation schedule for a company loan of UGX 10,000,000, at an annual interest rate of 12%, repayable in 4 equal years.                                                                                                                                 
(08 Marks)     
Question Six
A listed company on the USE, MTN Uganda, has released its annual financial statements showing:
· Net Income: UGX 200 billion
· Dividends paid: UGX 80 billion
· Depreciation expense: UGX 20 billion
· Increase in working capital: UGX 10 billion
· Purchase of new equipment: UGX 50 billion
Required:
a) Prepare the Statement of Retained Earnings.                                                          		(08 marks)
b) Calculate the Net Cash Flow from Operations.                                                       		(08 marks)
c) Explain how investors in the stock market would interpret this performance.        		(04 marks)

Question Seven
The cost of capital is heavily dependent on the type of financing used in the business. A business can be financed through DEBT OR EQUITY. However, most companies employ a mixture of equity and debt financing.  Juma has approached you to advise him on this issue because he wants to start a manufacturing business in MUKONO Industrial area. As an expert in business finance;
a) Highlight to Juma any four advantages and disadvantages he will get from financing his new business by DEBT alone.                                                                                                                      (10 marks)
b) Highlight to Juma any four advantages and disadvantages he will get from financing his new business by EQUITY alone                                                                                                                  (10 marks)


Present Value of 1 Table
	n
	1%
	2%
	3%
	4%
	5%
	6%
	8%
	10%
	12%

	1
	0.9901
	0.9804
	0.9709
	0.9615
	0.9524
	0.9434
	0.9259
	0.9091
	0.8929

	2
	0.9803
	0.9612
	0.9426
	0.9246
	0.9070
	0.8900
	0.8573
	0.8265
	0.7972

	3
	0.9706
	0.9423
	0.9151
	0.8890
	0.8638
	0.8396
	0.7938
	0.7513
	0.7118

	4
	0.9610
	0.9239
	0.8885
	0.8548
	0.8227
	0.7921
	0.7350
	0.6830
	0.6355

	5
	0.9515
	0.9057
	0.8626
	0.8219
	0.7835
	0.7473
	0.6806
	0.6209
	0.5674



**GOOD LUCK**
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