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PART A

Answer all qleslions Each question cares 1 mark.

1. Whal do you mean by brslness iinance ?

2 What s Post Pay Back Period N4elhod ?

3. What is margina costoicapila ?

4 Whai is working caplal?

s. What is pay back perod ?

6 What Ls lnlernaL Fale ot Beturn ?

PAFIT B

Answer any six qleslions Each question cares 2 marks

7 What do you mean by iirancing decisions ?

8 A Ltd. lssles Fs 2,00.000 8'/. debeniures at par. The lax rate applicable to
the company ls 50'/" Compuie lhe cost ol debl

L The cunent rna*ei prce ol an equily slrare ol a company is Rs. 90. The
curenl divdend per share s Fs 4.50. ln case the dividends are expecled
to grow atlhe rale ol79i. calcr ate lhe cost ol eqr ly capital.
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(6x2=12)

1 0. Exp air the conseNal ve apprcach ol financing working cap tal.

11. What do you mean by slrelching accounls payable ?

12. Deterrn ne lhe pay back perod lor a projeal whch requires a cash oullay oJ

FIs. 40 000 and generates caslr nlows Rs 8,000, Rs. 16,000, Bs. 12,000

and Fs 8 000 in lhe lilsi second, th rd and loudh years respecliveiy.

13. The prdsent vahe oi cash nflows rrom a p roj€ct is Bs 1.20,000, nilia oulay
s Fs. 80,000. Wlrat w I be the projilabilily lndex ot the project ?

l4 whdi s aver.ge r.ieol relurn melhod 7

PART-C

A.swerany lour questions Each qleslon carries 3 ma*s

15. Whal are lhe drawbacks of profil rnaxirnlzalon objectlve ?

16 From lhe io low ng nformalion caculale

a) The cosl of equily capila us ng CAPII Nlelhod

Acq.-1kg a.ra \o.rat. 4 o

Flisk free rate ol return 11%

Bela coeilicient oi the i m 1.25

b) Whal would be the cosl oj equily ij beta rises lo I 75 ?

17 Whal s cosl ol rela ned earnrngs ? How il s caculated ?

1 I Whal are the d sadvanlages oi excess ve work ng capna ?

19 A prolecl requires a. investment ol Rs 2,50 000 and has a scrape val're of
Bs. l0 000 ailer ive years li s expecled lo yied prolils afler deprecalion
and raxes during lhe ive years amouning to Rs 20000, Fs. 30000,
Fs 35,000, Rs.25 000 and Fs 10.000 Cacu ate theaverage raleol return

on th-a investmenl
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20. For the following protect catc! ale
a) Pay back perod and

b) Post back proiilabilily

ln taroLriray FS.4,OO,OOo

Annua cash iniows (Alterlax bul beiore deprecarion) Rs BO,OO0

Esiirnated ile 8 years
(4:3=12)

PART D

Answe. any rwo quesl ons Each qlestion carries 5 marks

2l Expla n the sign iicance of cost ol captaland dflerent types ot cosl oi capila.

22. Whal sworkng capita ? Explain theiaclors determ ning the workingcapila
requnernentsolalrm

23 The cost sheel oi a company provides lhe io ow ng padicuars

lvaierals 40%
Dtecl labour 20%
Overheads 2a"/.
The lorowing padlcr ars are availabe:
a) lt is proposed lo mainla n a eve ol actvity ot4oooo0 uniis
b) Se nq prce is Bs. 12 per lnil
c) Raw male rials are expecled to remain nsroresloranaverageperiodol

d) l4alerals willbe in process, on average hai a month

e) Finshed goods are requ red lo be in siock toran aveEge period oione

f) Credil allowed lo deblors s two mo.ths
g) Credil allowed bv suppliers is one monlh.

Yo! may assume thal sal€s and prcduclion loltow a consislent paiiern

You are required to prepare a stalement oj work ng capitat requ remenrs
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24. A iirm whose cosi ol capital is l0% is consideing nvo mutually exclusive
proiecrs A and B, the cash llows ofwhich are given below:

Year P.V. Facior al 1 0'l' Proiecl A Proiecl B

Rs. Fs.

0 1 50.000 -35,000

1 0.909 40,000 30,000

2 A.A26 40,000 30,000

Sdqqesr w"ich projans shoulo be laler usr.g

a) Nel P ere.r Va ue Metl^od.

b) P,orrrabrhty lnde, [4erhod. (2x5=10)


