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SECTION A – (10 X 1= 10)
ANSWER ANY TEN QUESTIONS

1. Define Business Finance.                                        
2. What do you know about time value of money?                                                                 
3. Define the term Risk.
4. What is Hedging of currency risk
5. Write the meaning of start-up financing.
6. List down any 3 advantages of leasing in business.
7. Define Factoring. 
8. What is Re-order level in inventory management?
9. Define the term IRR
10. What is payback period?
11. Who is an Angel investor?
12. State any two reasons for treating idle cash as an evil.


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

13. Show the minimum amount which a person should be ready to accept today from a   debtor who otherwise has to pay a sum of Rs.10000, 12000, Rs.16000, Rs.18000, Rs.20000 at the end of year 1,2,3 and 4 respectively from Today. The rate of interest may be taken as 14%.

14. Explain the various measures of Risk.

15. Critically examine the financial aspects of leasing.

16. Prepare a cash budget from the following information for the month of April and May 2009.
Room coolers assembled during the month of February, March, April and May are 2000, 2500, 3000 and 3500. Manufacturing cost per cooler is Rs.1000 and selling price is Rs.1500. 20% of the sales is on cash basis subject to 10% cash discount. Debtors’ collection period is 2 months. Entire cost of production is paid in cash. Office overheads are Rs.15000 per month. Cash balance on April, 2009 was Rs.20,000. Assume that the coolers assembled are sold in the same month. 

17. The cash flows from two exclusively projects X and Y are as under:
	Year
	Project X
Rs.
	Project Y
Rs.

	0
	(-) 44,000
	(-) 54,000

	1-7 (annual)
	12,000
	14,500

	Project life
	7 years
	7 years


Calculate profitability index at 15% discount rate and suggest which project is profitable.

18. Following information relating to a type of raw material available:

	Annual Demand
	2400 units

	Unit Price
	Rs.2.40

	Ordering coast per order
	Rs.4.00

	Storage cost
	2% per annum

	Interest rate
	10% pa

	Lead time
	Half-month



Calculate EOQ and total annual inventory cost in respect of the particular raw material.

19. Project X has an initial investment of Rs.5,00,000. Its cash flows for 5 years are Rs.1,50,000, Rs.1,80,000, Rs.1,50,000, Rs.1,32,000 and Rs.1,20,000.
Determine the payback period.



SECTION  C – (4 X 10 = 40)
ANSWER ANY FOUR QUESTION

20. Find out the present value of the following:
(a) An annuity of Rs.1,520 starting after 1 year for 6 years at the interest rate of 12%.
(b) An annuity of Rs.11,000 starting in 7 years time lasting for 7 years at a discount rate of 10%.

21. Explain the various methods to hedge currency risk.

22. Classify the various source of startup financing.

23. A firm sells 40,000 units of its product per annum @ Rs. 35 per unit. The average cost per unit is Rs.31 and the variable cost per unit is Rs.28. The average collection period is 60 days. Bad debt losses are 3% of sales and the collection charges amount to Rs.15,000. 
The firm is considering a proposal to follow a stricter collection policy which would reduce bad debt losses to 1 % of sales and the average collection period to 45 days. It would, however, reduce sales volume by 1000 unit and increase the collection charge to Rs.25,000.
The firm required rate of return is 20%. Would you recommend the adoption of the new credit policy? Assume 360 days in a year for the purpose of your calculation.


24. Calculate IRR from the following data:
Initial Investment 	: Rs.1,20,000
Life of the asset	: 4 years

Estimated net annual cash flows
1st year	Rs.30,000
2nd year	Rs.40,000
3rd year	Rs.60,000
4th year	Rs.40,000

25. Ajith Metals Ltd is considering two different investment proposals X and Y. The details are as under.
	
	Proposal X (Rs.)
	Proposal Y (Rs.)

	Investment Cost
	1,90,000
	4,00,000

	CFAT (cash inflows before dep. And after tax)
	Year 1
	80,000
	1,60,000

	
	Year 2
	80,000
	1,60,000

	
	Year 3
	90,000
	2,40,000



