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48 07 BBA/BBA(BTM) : FINANCIAL |ANAGEI\IENT

PART,A

Answer allquestons. Each qLreslon carries 1 mark

I Define FinancLa Manaqement.

2. Whar s exp icil cosl 01 capila ?

3. Whai s gross working capiia ?

4 Whal s iixed working captal?

5 What is captalbudgeting ?

6 What isiermlnalvalLe melhod ? (6'1=6)

PAFT - B

Answer any six qlestions. Each question catres 2 marks

7 Whai do yoL mean by nvestment decision ?

L Delerm ne the payback perlod iora prcteclwhich requires a cash oullay ol
Fs.lo.ooo and qenerates caslr inlows oi Fs. 2 000 Fs. 4,000, Fs 3,000
and Fs.2.000 in the filst, second, third and lourlh year respeclvelv

9. A company issues'i000 equlty shares oi Fs 100 each at a prernium oj 10',l
. The companv has been payinq 20% divdend loequ ly shareho ders lor the

pasl ijveyears and expeclslo mairlaif the same in the iuiure a so. Compuie
the cost ol equily capital.



K21U 1062 lt [[M fllt![
r0 A Ltd. ssres Rs.1,00,000. 8?', debeniurcs at a discounl ol 1Q%. The tax

rate s 50o/o compute lh€ cost oi debl capilal

11 What is work ng capilalcyce ?

12. Whai do you mean by ploughing back ol prolls ?

13 The present vaue oi cash nilows lrom a projeci s Fs. 4.50 crore, lnilia
oullay is Fs. 3.75 crore what w be the prolilability index ol lhe proiect ?

14 What is profltabilty index? l6x2=12)
PAFT C

Answeranv four questions Each queslon carries 3 rna*s.

15 Breily expaln lhe scope ofJinancia management.

1 6. Whal is realized yie d melhod ot ca culal ng cosl ot equily cap tal ? What are

ts assumpl ons ?

17. From lhe Io ow ng iniorrnalion ca culale

a) The cosl ol equily captalusing CAP|,I [rethod

Assuming a markei retum oi 154/o nexlyear.

Riskiree rale oi reiurn I l%
Beia coeiiicienl ofthe firm 1 25

b) Whal would be lhe cosi oi equ iy il bela rlses to 1 .75 ?

i I Whal are the adlantages ol maintain ng adequate work ng capila ?

19. Forlhe lollowng prolecl caculale

a) Pay back period and

b) Posi back proiilabi iy

lnilalouilay Rs.1,00,000

An nua cash ini ows (Ailer tax but beror€ deprec ation) Fs. 20.000

Estimated te I yea.s

20. A project cost Rs.1,OO,OOO and yieds afnually a prolt of Bs.16,OOO ailer
deprec atlon@12% p.a. bul belore 1ax ol 50%. Calculale the pay back
period. l4x3-12)
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Answer any two questons Each quesiion carres 5 marks

21. Explain the diiterenl melhods used iorcalcuating cosl oi eqoity share

22 Whal is work ng cap tal? Explain lheiaciors delerm ning the working caplat
requirements ol a lirm.

23. The cosl sheet oi a company provides the iollowing padiculars

Elements of cost
Mat€ra s 4Qr"

D recl abolr 2O/.

Oveheads 2O/"

The iollowlng padiculars are ava able

a) ll s proposed lo ma ntair a ievelol activty o12,00,000 units.

b) Se liig price is Rs.12 per !nil.
c) Baw.naledas are expecled 10 remain in stores tor an average perod

d) l,4a1er als will be in processj on average ha i a monlh

e) Finished goods are required to be in stockioran average period olone

l) Credil alowed lo deblors is hvo months.

O) Credil allowed by suppliers is one monllr.

You may assume that saes and producilon iollow a consstent

You are required lo prepare a slatemenl oi working capilal

24. The nilalouilayoiaproleclisRs.l 00 000anditgeneraiescashinilows
oi Fs 40,000, 8s.30 000 Bs. 50,000 and Fs. 20.000 in lour yearc.
Presenl vaue ol Fe 1 @10./, - First year 0.909, Second year 0.826,
Th rd year 0.751 and n the Fo!rih year 0.683. Caculale
a) Net presenl valre
b) Profilab lily ndex

c) Net prclitablity ndex. (2x5=10)


