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SECTION A – (10 X 1= 10)
ANSWER ANY TEN QUESTIONS
KEY ANSWERS
 1.Define Business Finance.   
   ANS:         The management of financial resources and funds within a business is known as Business Finance    
                          
2.Compute the Doubling Period under rule 72 if rate of interest  is a)9% b)8%   
         ANS:         Doubling Period
                      a)72/9 = 8 Years b)72/8=9 Years                                                         
3  What is Sharpe Ratio?
     ANS   :  Risk adjusted performance that evaluates the return of an investment compared
          to its  Risk.
4. Define Cross Hedging.
     ANS:   Refers to the practice of hedging risk using two distinct assets with positively correlated  price movements.

5. Who are Angel Investors?
     ANS:  Angel investors are typically affluent investors who have excess capital and are willing to invest in new businesses with the hope of receiving a high return.

6. What is Venture Capital?
     ANS:     A type of private equity investment,typically made in early-stage companies that show the potential for rapid growth.

7. Define Cash Management.
     ANS:Refers to to the strategies and processes an organization uses to manage its cash flow 
     effectively.

8. What is Miller-Orr model?
    ANS: This is adopted by firms which has fluctuating Cash Flows.

9. Write about Net Present Value.
      ANS:  One of the most widely used techniques in evaluating capital expenditure proposals.
10.Define Capital Budgeting.
      ANS:
        It is long term planning for making and financing proposed capital outlays.
11.List out the concepts of cash Management.
      ANS:
      1)Optimum cash decision 2)Lock box System 3)Cash Float 4)Concentration Banking
      5)Cash Budgets.

12.An Investment Proposal is expected ton result in an average annual income of Rs.8,00,000 
     Depreciation and Tax.If the investment needed is Rs.40,00,000 initially,Compute the ARR
    on original Investment.
            ANS:     20%

SECTION  B – (5 X 5 = 25)
ANSWER ANY FIVE QUESTIONS

13.Shri Sanjay invests in a savings bank Rs.20,000 at 8% interest Compounded 
     annually.compute the compounded amount at the end of the year.
       ANS:
                 
	Initial Amount
	I YR
	II YR
	III YR

	
	20,000
	21,600
	23,328

	Interest
	1,600
	1,728
	1,866

	Compounded Amount
	21,600
	23,328
	25,194



14.Explain the Key Characteristics of uncertainity in Business.
    ANS:1)Absence of historical data 2)Unforeseen and Unpredictable Events 3)Inability to assign probabilities 4) Complexity and Interdependence of Factors 5) Lack of Clarity in decision making 6)Diverging Expert Opinions and Forecasts 7)Potential for Unexpected Opportunities and Threats 8)Influence on Business Strategies 9)Psychological and Organizational Stress 10)Global Interconnectedness
15.Discuss the Indian Government Schemes for Start-up Finance. 
ANS:1Start up Scheme 2)Pradhan Mantri Mudra Yojana(PMMY) 3)  Atal Innovation Mission4)Fund of Funds For Start ups 5)Stand up Indian Scheme 6)National Initiative for Developing and Harnessing Innovations 7)Start up Capital Support 8)Strategic Partnerships and Corporate Investment                                      
16.  Find out the EOQ from the following:
       Annual Consumption :       90,000  Units 
       Cost Per Unit:                     Rs.50       
       Buying Cost Per Order:      Rs.10
       Cost of Carrying Inventory:10 %of Cost   
      ANS: 600 Units     
17.A Project Costs Rs.15,60,000 and yields annually a profit of Rs.2,70,400 after 
       depreciation  of 12% P.A  but before tax at 25%.  .  Calculate Pay Back Period    
               ANS:4 Years
18.Compute :
     a)Maximum Stock Level
     b)Minimum Stock Level
     c)Reorder Level
     d)Average Stock Level
      Minimum Consumption -      240 Units Per day
      Maximum Consumption -     420 Units Per day
      Re-Order Period             -      10-15 days
      Reorder quantity             -      1500 Units
      Normal Reorder Period   -      12 days
ANS;     a)Maximum Stock Level  --7,500 Units
     b)Minimum Stock Level        ----2,700 Units
     c)Reorder Level	----   6300 Units
     d)Average Stock Level	----5,100Units/4,500 Units

19.Compute: a) Debtor’s Turnover  Ratio b)Average Age of Debtors
     
	Particulars
	       2005(Rs)
	            2004(Rs)

	Net Sales
	18,00,000
	15,00,000

	Debtors at the Beginning
	172000
	1,60,000

	Debtors at the End
	2,34,000
	1,72,000


ANS:

	Year
	Dedtors Turnover Ratio
	Average Age of Drs

	2017
	9.036
	40 Days/1.33 Months

	2018
	8.87
	41 Days/1.35 Months





SECTION  C – (4 X 10 = 40)
ANSWER ANY FOUR QUESTIONS
                                                                                                   
20.Find out the future value of following payments at the end of 4 years with rate of 
       interest being 9%.
                            Value of compounded Factor
       P1  : Rs .4000    1.2950        P3:Rs 12,000     1.0900 
       P2 : Rs 8,000    1.1881         P4 :Rs 16,000   1.0000
ANS:
	YEAR
	NO.OF YEARS
	AMOUNT
	COMPOUNDED
	COMPOUNDED

	1
	3
	4,000
	1.2950        
	5,180

	2
	2
	8,000
	1.1881
	9,504

	3
	1
	12,000
	1.0900
	13,080

	4
	0
	16,000
	1.0000
	16,000



21.Compare and Contrast between Future and Forward Markets.        

The main differences between the forward and futures markets are:
Trading: Forward contracts are traded over-the-counter (OTC) and are private agreements between two parties, while futures contracts are traded on an exchange and are standardized. 
Regulation: Futures contracts are regulated by the Commodity Futures Trading Commission (CFTC), while forward contracts are privately negotiated and have little oversight. 
Risk: Forward contracts have more counterparty risk than futures contracts because they lack a central clearinghouse. If one party defaults, the other may face losses. 
Price: Forward prices remain fixed until the contract is executed, while futures prices change daily due to market fluctuations. 
Deposit: Investors need to put down an initial deposit, known as the initial margin requirement, to trade in the futures market. There is no deposit required for signing a forwards contract. 
Flexibility: Forward contracts are more flexible to meet the needs of both parties. 
Transparency: Futures are a more transparent option for traders and hedgers.
                           
22.Discuss the Merits and Demerits of  Bootstrapping.   
   ANS:MERITS
            1)Ownership &Independence    2)No Repayment Pressure 3)Flexible Decision making 4)Focus on Profitability
DEMERITS:
          1)Limited Capital 2)Personal Financial Risk 3)Slower Growth 4)Resource Constraints               
23. Kuberan &Co makes both cash and credit sales   .
      
	Particulars
	Amount(Rs)

	Total Sales
	2,00,000

	Cash Sales
	40,0000

	Sales Returns
	14,000

	Debtors(31.12.21)
	18,000

	Creditors(31.12.21)
	20,000

	Provision for Bad Debts(31.12.21)
	2,000

	Bills Receivables(31.12.21)
	4,000


	Calculate Average Collection Period.
ANS:Net Cr.Sales Rs.1,46,000;Accounts Receivables Rs 22,000;
Drs Turnover Ratio 6.636 ;  Average Collection Period   55 Days or 1.81 Months


24.Draw a Cash budget for the 3 months commencing 1st June,when the bank balance was 
     Rs.1,10,000.
      
	Month
	Sales
	Selling overheads
	Purchases
	Wages
	Factory Overheads
	Administrative overheads
	Research Expenditure

	
	Rs.
	Rs.
	Rs.
	Rs.
	Rs.
	Rs.
	Rs.

	April
	88,500
	3,250
	37,000
	8,000
	5,680
	2,500
	2,400

	May
	84,000
	4,100
	40,000
	8,400
	5,920
	2,760
	2,400

	June
	93,000
	3,710
	39,060
	8,800
	5,440
	2,480
	2,400

	July
	72,000
	3,210
	39,900
	6,000
	5,880
	2,600
	2,400

	August
	82,500
	3,600
	35,000
	9,600
	6,000
	2,520
	2,600



A sales commission of 5% on sales due 2 months after sales, is payable in addition to the above selling overheads. Capital expenditure: Plant purchased, June Rs. 38,000, payable on delivery, building purchased June for Rs. 80,000, payable in two half yearly instalments, 1st in July and 1st January of next year.
A dividend of Rs. 20,000 will be paid in October. Period of credit allowed by suppliers and to customers - 8 weeks. Lag in payment as to the following are to be taken into account:

Wages					1/8th month
Factory overheads			4 weeks
Administration overheads		4 weeks
Research expenditure			4 weeks
Selling overheads			4 weeks
ANS: Closing Cash Balance June 95,145;July Rs 75,565;Aug Rs.1,00,615 
           Payments June Rs 1,03,355;July  Rs Rs.1,04,580;Aug Rs 66,950

25.Calculate Internal Rate of Return(IRR)by trial and error method from the following:
     Initial Investment  Rs.60,000
     Life of the asset   = 4 Years
     Estimated Net Annual Cash Inflows  :
	1stYear
	Rs.15,000

	2Nd Year
	Rs.20,000

	3rd Year
	Rs.30,000

	4th Year
	Rs.20,000




    The Present Value Factors for Re.1 for ‘n’ number of years as follows:
	
	Year
	12%
	14%
	15%

	I
	0.909
	0.877
	0.869

	II
	0.826
	0.769
	0.756

	III
	0.751
	0.674
	0.657

	IV
	0.683
	0.592
	0.571



    ANS:P.V Of Cash inflows at 14% =Rs.60,595;
              P.V Of Cash inflows at 14% =Rs.59,285
            I.R.R =14%+60595-60000    X  1
	60595-59285

	I R.R =14.45%
