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 Note: No additional answer sheets will be provided.

Part – A 

Max. Marks: 10

Answer all the QUESTIONS
Define / Explain the following:
1.   Scope of Financial Management.

2.   Payback period.

3.   Cash Budget.
4.   Cost of capital.

5.   Operating leverage.

6.   EPS.

7.   Gross working capital.

8.   Operating cycle.

9.   Inventory Management

10.   Cost of Equity

Part – B 

Max. Marks: 50

Answer any Five. All questions carry equal marks.
1. How do you organize finance function in a firm. 

2. Calculate  NPV at discount rate of 10%.
	Investments
	Project A 20000
	Project B 30000

	Life
	5yrs
	5yrs

	Scrap value
	1000
	2000


Project net income before depreciation and after taxes
	Years
	Project X
	Project Y

	I
	5000
	20000

	II
	10000
	10000

	III
	10000
	5000

	IV
	3000
	3000

	V
	3000
	2000


3. Estimate the working capital requirements for the following:
	Elements of Cost
	Amount per unit

	Material
	80

	Direct Labour
	30

	Overheads
	60

	Total Cost
	170

	Profit
	30

	Selling Price
	200


1. It is proposed to maintain a level of activity of 1,04,000 units  selling price 12/- per unit

2. Raw materials are expected to remain in stores for and average period of one month

3. Material will be in process on average half a month 

4. Finished goods are required to be in stock for an average period of one month

5. Credit allowed to debtors in 2 months 

6. Credit allowed by suppliers is 1 month

7. lag in payment of wages is 1 ½ weeks

8. lag in payment of overhead expenses is one month

9. Cash in hand and at bank is expected to be 25,000

4. State different methods of measuring leverage of a firm.
5. A 5 year 100 Debenture of a firm can be sold for a net price of 96.50. The coupon rate of interest is 14% p.a. and the debenture will be redeemed at 5% premium on maturity.  The firm’s tax rate is 40%. Compute the after tax cost of debenture.

6. “Efficient cash management will aim at maximizing the cash inflows and showing cash outflows” Discuss.

7. What is meant by Inventory Management? Why is it essential to a business concern?
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