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lv semester B.B.A. Degree Examination, JtrnelJufly

(NEP Schenre Freshers and Repeaters)

BUSINESS ADMINISTRATION

Financial Management
PaPer : BBA 4.3

Maximum Marks : 60

should be written completely in Engtisk

SEGTION.A

Answer any Five of the following questions. Each question eanries 2 marks"
(5x2=10i

a) DefinefinancialPlanning'

b) Whatdo you mean bywealth maximization?

c) What is net presentvalue rnethod?

d) State the meaning of cost of capital"

e)Givethemeaningofoptimumcapitalstructure.

f)AprojectcostsRs.l,00,000andyieldsanannualcashinflowsRs'20'000for
I years. Calculate its payback period'

g) Explain the rneaninE of time value of money'

SECTION . B

AnsweranyThree questions. Each question carries 4 manks' (3x4=12\

From the folrowing information, calcurate operating Financiar and combined Leverages.

Sales Rs.5,00,000.

Variable cost 30%.

Fixed cost Rs. 1,00,000.

Tax rate is 50%.

12% debenture caPital Rs. 1,00,000'
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3. Fromthefollowing information. CalculateARR.

I nvestment Rs. 5,00,000.

Scrap vaiue 10%.

Working capital Rs. 75,000.

Working life 4 years.

Year1234
EAT/PAT 30,000 40,000 60,000 80,000

4" Calculate the future values at the end of five years of the following series of payments
at10o/o rate of lnterest.

Rs. 2,000 at end of 1't year.

Rs. 2,500 at end of 2"d year.

Rs.3,000 at end of 3'd year.

Rs. 3,500 at end of 4th year.

Rs. 4,000 at end of Sth year.

5. What do you understand byworking capital? Discuss the various sources of working
capitalfunds.

S. Analyze the factors which deterrnine the dividend policy.

SECTION . C

AnsweranyThree questions. Each question carries 10 marks. {3r10=30)
7. A company has EBIT of Rs. 2,40,000 and its capital structure consist of the following

securities.

Equity shares capital (Rs. 10 each) - Rs. 2,00,000.

12o/o preference shares - Rs. 3,00,000.

14.5% debentures - Rs. 5,00,000.

The company is facing fluctuation in the sales. Whatwould be percentage change in
EPS.

a) lf EBIT of the company increases by 25%.

b) lf EBIT of the company decreases by 25%.

c) The companytax rate is 35o/o.

(2)
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L Afirm whose cost of capital is 10% is considering two projects X and Y. The details of
which are.

Particulars Froject X (Rs) Project Y (Rs)
lnvestment 2,00,000 2,00,000
Cash inflow

1't year 40,000 90,000
2nd year 60,000 80,000
3'dyear 80,000 60,000
4th year 1,00,000 20,000
5th year 'tr,20,000 16,000

Compute lRR. for the two projects separately, project Xby 20% and 25% and project
Y by 1 0% and 1 4% .Use the following discount factor for calculating I RR.

Year FrojectX FrojectY
20% 25% 100/o 14%

1 0.833 0.800 0.909 A.87V
2 0.694 0.640 0.826 0.769
3 0.578 4.512 0.V51 0.674
4 0.482 0.409 0.683 0.592
5 0.401 0.327 0.620 0.519

L A company is considering an investment proposal to install a new machine. The
projectwillcost Rs. '!,00,000 and will have a life of 5 years and no salvage value. The
companies tax rate is 30%. No investrnent allowances allowed. The firm uses straight
line method of depreciation. The estirnated net income before depreciation and tax
are as follows.

Yeartr2345
Net lnconne before 20,000 22,000 28,000 30,000 50,000
Depreciation and
Tar

Cornpute the following.

a) Pay Back period.

b) NPV at 10% discount rate.

c) Profitability index at10%.

d) PVfactor at10% is 0.909,0.826, 0.751,0.683,0.621

r [P.T.O.
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10. What is financial management? Explain the goals of financial managerner':t"

11. Briefly explain the problems of excess and inadequate working capital faced by the

concerns.

SEGTION . D

Answer any One of the following questions. Each qulestion carries I marks.
(1x8=8)

12. a) prepareanestimateofworkingcapitalrequirementfromthefollowinginforrnatiorr.

customerTen weeks.

(oR)

b) what are the principles Governing good financial planning?
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