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PART- A (10 × 1 = 10 Marks)
Answer any TEN questions.
1. What is the meaning of Business Finance?

2. What is the Rule of 69 used for?

3. Define risk in finance.

4. What is hedging in risk management?

5. Who are angel investors?

6. Mention one disadvantage of leasing for a lessee.

7. What is meant by the cash cycle?

8. What is factoring?

9. What is ABC analysis in inventory management?

10. What is capital rationing?

11. Name one technique used in evaluating multinational capital expenditure proposals.

12. What does Internal Rate of Return (IRR) indicate?

PART - B (5 × 5 = 25 Marks)
Answer any FIVE questions.
13.  Find the capital recovery amount per year for an investment of ₹50,000 to be recovered over 4 years at 8% annual interest.

14. Briefly explain the methods of managing financial risk. 

15. Explain the concept of angel investors and venture capital funds. How do they support startup businesses?

16. M/s Tubes Ltd. are the manufacturers of picture tubes for T.V. The following are the details of their operation during the year 2015:

	Average monthly market demand
	2,000 Tubes

	Ordering Cost
	`100 per order

	Inventory carrying cost
	20% per annum

	Cost of tubes
	` 500 per tube

	Normal usage
	100 tubes per week

	Minimum usage
	50 tubes per week

	Maximum usage
	200 tubes per week

	Lead time to supply
	6 – 8 weeks


Compute from the above:
(i)    Economic order quantity. If the supplier is willing to supply quarterly 1,500 units at a discount of 5% is it worth accepting?
(ii)    Maximum level of stock (iii)   Minimum level of stock (iii)   Re-order level

17.  Calculate economic ordering quantity from the following particulars:
	Annual requirement 
	1,600 units

	Cost of material per unit
	Rs. 40

	Cost of placing and receiving one order 
	Rs.50


Annual carrying cost of inventory, 10% of inventory value.


18. From the following information you can learn  after  tex and depreciation concept.

Initial Outlay                Rs. 1,00,000
Estimated life                 5 Years
Scrap Value                  Rs. 10,000
Profit after tax :
End of year  1                          Rs. 6,000
2                             Rs. 14,000
3                           Rs. 24,000
4                             16,000
5                            Nil


	Year
	1
	2
	3
	4
	5

	PV factor @ 10%
	0.909
	0.826
	0.751
	0.683
	0.621





19.  The initial of an equipment is Rs. 10,000. Cash inflow for 5 years are estimated to be Rs.3,500 per year. The management is desired  minimum rate of excess present value index.









PART - C (4 × 10 = 40 Marks)
Answer any FOUR questions

20. Mr. Arjun wants to accumulate ₹2,00,000 in 5 years for his child’s education. He plans to make equal annual deposits into a savings account that earns 9% interest compounded annually.
Calculate the annual amount he must deposit.
					
21. Discuss in detail the various measures of risk and how they are used in financial decision-making.


22. Define leasing and explain the types of lease agreements.

23. Two components A and B are used as follows: 
Normal usage        = 50 per week each
Re-order quantity  = A- 300; B-500
Maximum usage   = 75 per week each
Minimum usage     = 25 per week each
Re-order period:    A - 4 to 6 weeks; B - 2 to 4 weeks
Calculate for each component
(a) Re-order level; (b) Minimum level;     (c) Maximum level; (d) Average stock level.
24. Priya ltd ., has Rs. 80,000 to invest.  It has two attractive proposals at hand for consideration.  The alternatives are:
	
	Proposal X   Rs. 
	Proposal Y   Rs. 

	Investment outlay
	80,000
______
	80,000
_______

	Cash inflows: Year
	
	

	1
	32,000
	30,000

	2
	32,000
	30,000

	3
	36,000
	30,000

	4
	---
	10,000

	Total 
	1,00,000
	1,00,000


Required:    a) Which investment proposal would you recommend under pay-back method?
b) Would you decisions be different if proposal Y has Rs. 40,000 in the third year instead of Rs. 30,000 inflow?


25. A company is considering whether to purchase a new machine. Machines A and B are available for Rs. 80,000 each. Earnings after taxation are as follows:
	[bookmark: _GoBack]Year
	Machine A
	Machine B

	
	Rs.
	Rs.

	1
	24,000
	8,000

	2
	32,000
	24,000

	3
	40,000
	32,000

	4
	24,000
	48,000

	5
	16,000
	32,000


Required: Evaluate the two alternatives using the following: (a) payback method, (b) rate of return on investment method, and (c) net present value method. You should use a discount rate of 10%.







