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PART- A (10 × 1 = 10 Marks)
Answer any TEN questions.
1. List any two reasons why money has a time value    
2. Calculate effective rate of interest of a company offers 14 %
       annual interest on a fixed deposit which is compounded monthly?   
3.    Name any two measures of risks used in financial decision  
   making.
4. Explain the meaning of hedging in risk management.
5. Define start up financing.
6. Summarize the advantages of leasing .
7. Calculate optimum cash balance under Baumol model from the data 
Monthly cash requirement Rs. 30,000
Fixed cost per transactions Rs. 10
Interest rate on Marketable securities 20% p.a
8. Find out  the minimum operating cash if annual cash  requirement
        is Rs. 30,00,000 and cash turnover is 3 times
9. Find out the re-order level when maximum consumption is 840 units per week, Minimum consumption is 480 units per week and re-order period is 10 to 15 weeks.
10. Calculate gross profitability index and Net profitability index of the project when its initial investment is Rs. 10,000 and the present value of cash inflow is Rs. 11,235
11. Show how to calculate pay -back period of a project that requires an initial investment of Rs.6,00,000 and generate a cash flow after tax of Rs. 1,00,000 for 10 years.
12. Calculate the doubling period using Rule of 69 if the rate of
       interest is 12%.


PART - B (5 × 5 = 25 Marks)
Answer any FIVE questions.

13. G Ltd. issued 10% debentures for Rs. 20,00,000. It is to be redeemed after six years. How much should the company invest in a sinking fund earning 9 percent in order to be able to repay debentures?
14.  Differentiate between financial risk and business risk and analyse with examples and analyse how each influence a firm’s profitability.
15. List the advantages and disadvantages of leasing for a growing 
        firm
     16. Given ageing schedule of two companies ,analyse which company
           is managing receivable more efficiently & why?
Age Bracket		Co X (Rs)		Co Y ( Rs)
0-30 days		70,000			50,000
31-60 days		20,000			30,000
Over 60 days		10,000			20,000
17. From the following calculate a) Cash cycle b) cash turnover c) 
      Minimum amount of cash required to meet payments.
      Average age of account payable 30 days
      Average age of account receivable 35 days
      Average age of inventory 40 days
      Total annual outlay Rs. 10,00,000
18. The initial cash outlay of a project is Rs. 1,00,000 and it generate
      cash inflows of Rs.20,000, Rs. 30,000, Rs. 40,000 Rs.50,000 in 
      4  years. Apply profitability index method assuming 12 % rate of 
      interest.
           ( PV factor 1st year : .893 2nd year : .797 3rd year : .712 4th Year : 
           .636)

    19. Compare two alternative machines A & B which are available for 
          Rs. 80,000 and choose which one is preferable under payback 
          period when their earnings after taxation are follows
Year 		A		B
1	        24,000	        8000
2	        32,000	     24,000
3	        40,000	     32,000
4                  24,000	     48,000
5                  16,000	     32,000

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

  20. A  is expecting to receive Rs. 10,000 at the beginning of every year 
       for four years. What is the present value of this annuity if interest rate 
       is 6% p.a.
  21. Formulate a proposal to evaluate an investment under uncertainty  
        incorporating various risk measurement tools.
  22. Evaluate the effectiveness of different modes of startup financing. 
         Which mode you recommend for food and beverage? 
  23. From the following particulars.  Calculate the a) maximum stock 
        level b) Minimum stock level c) Re-ordering level d) Average stock 
         level.
           1. Normal consumption - 600 units per week 2.maximum 
           consumption 840 units per week 3. Minimum consumption 480 
           units per week   4. Re-order quantity 7,200 units 5. Re-order period 
           10 to 15 weeks 6. Normal re-order period 12 weeks
24.   A limited company is considering investing in a project requiring a 
        capital outlay of Rs. 2,00,000. Forecast for annual income after 
        depreciation but before tax is as follows
         Year  :		1	        2	       3	          4	5
          Rs.   :	      1,00,000	1,00,000  80,000   80,000     40,000
Evaluate the project under pay –back period method and Rate of return on original investment method.
25. A firm has sales of Rs. 5,00,000 . Average collection period is 60 days bad debt losses 5% of sales and collection expenses Rs. 20,000. The cost of funds is 12% p.a . The firm has two alternative collection programs. Evaluate which program is viable.
Particulars		Collection I 		Collection II
Average collection 
Period reduce to	 45 days		 30 days
Bad debts reduced to     3% of sales		2% of sales
Collection expenses         Rs. 40,000		Rs. 60,000
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