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EXAMINATION, 2016

BUSINESS FINANCE
Paper-1
Time allowed : Three Hours

Maximum Marks : 100
Part A (@UE ‘A [Marks : 20]

Answer all questions (50 words each).

All questions carry equal marks.
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Part B (mz-: ‘| Marks : 50]

| Answer five questionsr(250 words each),
selecting one question from each Unit.

] All questions carry equal marks.
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Part C (@S 1=r') [Marks : 30]

Answer any two questions (300 words each).

All questions carry equal marks
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Part A (@UT ‘ar)
What do you understand by financial resources ?
forta @l @ o o wy ¥
What are preference shares ?
TR 3y 71 § 7
Discuss any two disadvantages of debentures.
RIGT & FE S AY e
Define cost_ of debt capital.
FASH A e A ¥ 2w

State fwo recommendations of Tandon Committee.

Emvﬁqﬁaﬂﬁfﬂwﬁﬁaﬁrsﬁl

Explain the meaning of cash planning.

"ﬂwsﬁ?ﬂmmanfmﬁﬁﬁr

What is desirable minimum rate of return,
AT = Ferr w3 = & 9
Why is Capital Budgeting needed ?
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@  Define dividend policy.
e i o R i |

() Make out any two differences between Cash

dividend and Stock dividend.
Wwﬂaww‘%wﬂﬁaﬁéawwﬁu
 part B (@US ‘&)

Unit 1 &G D

What do you understand by Finance‘ Function ? Describe

various finance functions.

ﬁ?ﬁawamwwﬂ%?ﬁfmﬁﬁﬂﬁ
F1 guiq hitsE |

Describe the various sources of short-term finance.

Wﬁ?ﬁﬂ%ﬁfwmﬁmaﬁhaﬁ%ﬁn
Unit 11 (FFE IN)

What do you un(}erstand by long-term capital ? Discuss
the factors to be taken into consideration while

determining the amount of long-term capital.

é]ﬁmﬁﬁ?uﬁﬁ@mwmﬁ%?mmﬁwﬁ

ﬁ‘—taa‘imfamﬁmm%?ammhﬁﬁﬁn
3 PT.O.




3841

- o PeRtlure does not matter.” Cntlcally
Pvaluate the statement in the broader context of the |
COI]tl'lbllthIl of Modigliani-Miller to the theory of cap1ta1

structure.

“ﬁﬁ?‘ﬂm%ﬁ'ﬂﬁ%i”ﬂ%ﬂ? aﬁlisﬁﬂm
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Unit III (313 111)

Bescribe various methods of calculating funds from

busmess operations giving examples,

Wwﬁmﬁmwﬁﬁfwﬁfw



Unit IV (3&TE 1V)

i

8. Calculate the average rate of return for project X and
Y from the following :
'ﬁw%rﬁaaﬁvﬁqﬁm‘m’am‘aé’ﬁmﬁw
TEE T w T i

Project X ‘Project Y
TREAT T afeier

Investment Rs. 40000 Rs. 60,000
Expected life 4 years 5 years
Salvage vallue Rs. 4,000 Rs. 8,000

Projected N et Income (After Interest, Depreciation and

Taxes)

YT & T (=, v F Ty
Year AT | '7 3 4 5
- Project X Rs. 4,000 3000 3,000 2000 _

------ “Project Y Rs 6,000 6000 14,000 2,000 2,000
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1If the required rate of return is 12%, which project should

be selected ?

aﬁa@ﬁuﬂm?{ 12uﬁm€l,ﬁrmqﬁ?ﬂﬂaﬁ

o1 < 2 '

Calculate Internal rate of return for Project ‘A’

e A & ST FEE T i
Initial cost = Rs. 10,107

Net cash inflow at the end of year 1 2,000

n » » T ow » : 9 4,000
” ” » » ” g 3‘000
” ; ” » » » 4 4,000

Unit V (3FE V)
What is Break-even point 2 Discuss the importance of
Break—éven' analysis in managerial decisions.
- faea fg @ ® 2 - Fare FargeraT B HEE
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What do you mean by dividend ? Examine critically the

‘Walter formula’ of dividend poh'cy.'

TS § 3197 3797 iy & ? T A & gty
AR T w wete i

Part C (@UT ‘¥
Explain in detail the investment decision, financing

decision and dividend decisions.

TR, fereert aen eeen ffel o foreae 2 e 3
What are the different methods of marketing of corporate
securities ? Point out the limitations of direct selling
of securities, |
Wuﬁ&ﬁrﬁ%ﬁmﬁﬁfwﬁfaﬁﬁ?—w
g7 ﬁW%maWﬁer

From the following information, calculate the net present
value of two projects and suggest which of the two projects
should be accepted assuming a discount rate of

10%.
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Project A  Project B

Initial investment 30,000 40,000
Estimated life 5 years 5 years

Scrap value ! 2,000 3,000

The profit before depreciation and after taxes (cash flows)

are as follows -

Year 1 2 '3 4 5
Project A Rs. 7,000 12,060 12,000 5,000 4,000
Project B Rs. 22,000 12,600 7000 5,000 4,000

What is working capital ? On the formation of a new

business, what considerations are taken into account in

estimating the amount of working capital required ?
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From the factory records you obtain the following

information :

T FEA B e § oy e e W

Fixed costs Rs. 20,000
Sales price per unit Rs. 20

Variable cost per unit Rs. 16

Estimate the impacts of the following on the Break-even
point :
ﬁﬂvﬁaﬁﬁwmwﬁﬁaﬁﬁmwﬁiww
ﬂf\ﬁ‘a: %

(@ 20% increase in fixed cost

() 10% increase in variable cost

(¢) 10% increase in fixed cost and 5% decrease in

variable cost

(d) 10% decrease in fixed cost and 20% increase in

variable coét



