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NOTE: Q.1 is compulsory, attempt any four questions from the remaining. All questions bearing equal marks. Phones and other Electronic Gadgets are not allowed.
   
Q.1 
Select the right answer from the following MCQs.
1. Which of the following is a special case of annuity, where the stream of cash flows continues forever?
A. Ordinary Annuity
B. Special Annuity
C. Annuity Due
D. Perpetuity


2.  You just won a prize, you can either receive Rs. 1000 today or Rs. 1,050 in one year. Which option do you prefer and why if you can earn 5 percent on your money?
A. Rs. 1,000 because it has the higher future value
B. Rs. 1,000 because you receive it sooner
C. Rs. 1,050 because it is more money

D. Either because both options are of equal value

3.  Which of the following ratios are particularly interesting to short-term creditors?
A. Liquidity Ratios
B. Long-term Solvency Ratios    C. Profitability Ratios    D. Market Value Ratios


4.  AST Company has a current ratio of 4:3. Current Liabilities reported by the company are Rs. 30,000. What would be the Net Working Capital for the company?
A. Rs. 40,000


B. (–Rs. 40,000)
C. Rs. 10,000


D. (–Rs. 10,000)


5.  In which form of Business, owners have limited liability.
A. sole proprietorship

B. partnership

C. joint stock company
D. none of the above
6.  Which of the following item provides the important function of shielding part of income from taxes?
A. Inventory


B. Supplies

C. Machinery


D. Depreciation

7. The process of determining the present value of a payment or a stream of payments that is to be received in the future is known as:
A. Discounting

B. Compounding
C. Factorization
D. None of the given options
Q.2  

	ABC PLC
Statement of Financial Position as at 31st December 2014

	
	2014

	
	USD

	ASSETS
	

	Non-current assets
	

	Property, plant & equipment
	130,000

	Goodwill
	30,000

	Intangible assets
	60,000

	
	220,000

	Current assets
	

	Inventories
	12,000

	Trade receivables
	25,000

	Cash and cash equivalents
	8,000

	
	45,000

	TOTAL ASSETS
	265,000

	EQUITY AND LIABILITIES
	

	Equity
	

	Share capital
	100,000

	Retained earnings
	50,000

	Revaluation reserve
	15,000

	Total equity
	165,000

	Non-current liabilities
	

	Long term Loan
	15,000

	Deferred tax
	8,000

	Finance Lease Obligation
	12,000

	Current liabilities
	

	Trade and other payables
	35,000

	Short-term borrowings
	10,000

	Current portion of long-term borrowings
	15,000

	Current tax payable
	5,000

	Total current liabilities
	65,000

	Total liabilities
	100,000

	TATAL EQUITY AND LIABILITIES
	265,000


Calculate debt-to-equity ratio of ABC PLC.

Q.3
Define Cost of Capital, Discounts Rates, and the required Rate of Return.

Q.4.     Calculate the return on debt if you know the following information:

Coupon = 10% semiannual; 

Face = $1,000

Price = $1,081.44; 

Maturity = 15 years

Q.5
Calculate the return on preferred stock if you know the following information:

Price =$112.5; 
Dividend Yield = 9%;

Par=$100;

Q.6
Johnson & Co. has just obtained a new AC plant for $29,000/-. The salvage value for computing depreciation and the estimated liquidation value of the asset at the end of three years are zero. The future cash flow and profit generated by the AC plant are:
	Year
	Cash flow($)
	Profit  ($)

	1
	11,000
	3,000

	2
	11,000
	3,000

	3
	11,000

	3,000

	4
	11,000

	3,000


Compute: IRR

Q.7 
Write down the main difference between Business Finance & Financial Mgt with 
examples.
Q.8
Write short notes on any three of the following:

i.  Flexible Budget

iii. Aggregate Debt

v. Mergers & Acquisitions
ii. Agency Cost

iv. Dividend Policy
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