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FINANCIAL MANAGEMENT
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Time:Three Hours Maximum Marks: 080
Minimum Passing Marks:
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Note: Answer from both section as directed. The figures in the right-hand margin indicate marks.

gus /SECTION-A [1X10=10]
1 g ool & w81 faweq gaaw forRkag—
Select and write the correct option of the following questions:-
(a) <M we= €~ Financial Management is:-
(i) fd= Science (i) FT Art (iii) @ell T fIsT= Science and Art (iv) @1 781 None of these
(b) YTl gofe ufshar UR™ 8Kl &— Capitatl budgeting process starts:-
(i) IoT @1 Sueterar @ With availability of capital
(ii) IR & FTiHT | With project evaluation
(iii) TRATTT BT IRERTHD THHRY & With knowledge of project identify
(iv) fFamaa9 & With execution
(c) 3R ANTd I~ BT 88— Implicit costs arise, when:-
(i) 919 e 3<Targ & There is cash inflow (ii) ST P BT SUART fHaT ST The funds are utilised
(iil) 519 Y UT<T fHY Y The funds are acquired (iv) I H ¥ P 8l None of these
(d) T HHIN T 100 F. AT 6% FOTTH 10% de IR e o § o 10 ad ae oeri 2
FOIH ol @ AT B
A company has issued 6% debentures of Rs.100 each at a discount of 10% repayable after 10 years
cost of debenture capital is :-
(i) 6% (i) 6.33% (iii) 7.37%  (iv) 7.00%
(e) oSl @7 31 ®— Leverage means:-
(i) ST &1 iR 9T Gear box of a car(ii) ISl @@ Capital structure
(iii) AM—8T Profit — Loss (iv) g¥aelierdr Effectiveness
(f) S=a g=iiRor &7 31ef BT 8~ High gearing means:-
(i) 9 sfergoll ReR <aroT ol A &H & Equity share capital is less than fixed interest bearing capital
(ii) |9 3fTYSlT AfSF 8 Equity are equal
(iii) M1 a=1@R € Both are equal
(iv) S=NHROT BT goil g A PIS A 8 B Gearing is not related to capital structure.
(g) “dN B Hog FuRer § anrer gafie T8 2 | e wa 87
“Dividend is not relevant in determining the value of the company” Who holds this opinion?
(i) 9.8, areex J.E. Walter (ii) TAS. =™ M.J. Gordon
(iii) SOIRT AT Ezra Soloman  (iv) AISIRerar T g fier Modiglliani-Miller
(h) /1 5 A B9 A greex died @Y qrgal T8l 2
Which of the following is not Walter’s model assumption:-
(i) BFT BT SR SrEiwpren a1 |ad 8 The company has a very long or prepetual life.
(i) ST 3 a1 1 gfeenRa wRe g # AR @ o € a1 ot @ w9 § faRa @
SIS All earnings are either reinvested internally or distributed as dividend.
(iii) ¥ & T DI Tt T 781 ® There is no floating cost for the company
(iv) 398 & ®1s 81 8 None of these




(i) srafde BRI Yol WAT 3:— Excess working capital is evidence of'-

(i) 31 I”g BT Advanced credit (i) ST &1 AFT BT Demand of the product
(i) FfFa PIet #7 Idle funds (iv) o H§ 9§ PIs 781 None of these

Q

C C
5 T ST DR @ forg— Q? is the formula for camputing:-

(1) Bt QST AT @1 Total ordering costs (i) TR AT ®I Opportunity costs
(ii1) T QTG AT @1 Total carrying costs (iv) Wﬁaﬁ 4T BT All of the above
2. FrfRad Y-SRI UeAl & Swk SIfoTg— [2X5=10]
Answer the following short-answer type questions:-
(a) TmTeT fAolg @ 87 What is divident decisions?
(b) RIS AT Yol @ AT & MY FIT FASKT &2 What do you mean by weighted average cost of
capital.
(c) AYFT SflavsT ¥ 3719 a7 FH9d 82 What do you understand by combined Leverage?
(d) 5@ ™I T @ QT o< g1y | State two essentials of a sound dividend policy.
(e) 9@ fHfST @ar 81em 82 What is Cheque Kitting?

§)

gvs /SECTION-B
fFrfoiad de—SaRg gedl & IR fRTg— [12 X 5 = 60]
Answer the following long-answer type questions:-
g1 / UNIT-I .
3. ORI gaE B AP TH— D QT DI Gl H AEIRT b Hog H MfSwdH gfg @1 Igewy
AP IUYHT © | BRI AR IuT HUA DI FAHIET BT |
“The objectives of Wealth — maximisation as a decision — criterion of financial management is superior
to the objective of profit. Maximisation critically examine the above statement.
3gdar/ Or
RIEeIM SR . A9 aRISET AB o C R fIaR &R 381 2| 970 dww H = favor 2—

Radhyashyam co.ltd. is considering three project A,B&C. Following are the particulars in respect of them-

RIS
Project Project Project
A B C
AT (9t H) Cost (in Rs.) 2,00,000 3,00,000 3.00.000
Sg= &Tel (@1 #) Economic Life (in Yrs.) 10 12 10
aq1f¥e gaa (¥Uat H) Annual Savings (in Rs.)) 30,000 50.000 40.000

3R T &4 9 o §U 1 JA1T #_d 8Y S aRaer @ dwgfa Sifvig—
Ignoring income tax, recommend the best of these project using:-
(1) gogTadd J1afer  Pay — Back Period
(i)  YITgds A & d1€ BT o™ Post Pay — Back Profit
(i)  UTgad Ay B qIg B AT BT A<D Index No. of Post Pay — Back Profit
§18 / UNIT-II
4. o ) ANTT A Y FAT FASK &7 Yol B ARG AT AR DI TUFT FRA D FgT IUAAr 87
PT(~h IETERYT Tl BY [l el B Yol &1 WIRGad 3INd SIrTd ST Iy |
What do you understand by cost of capital? What is the utility of computing weighted average cost of
capital? Calculate weighted average ‘cost of capital on the basis of assumed figures.

3dar/ Or
forem f&1. 9 gA® 100%. 916l 4,000, 9% YAEGR fFr fifHd fod iR frsfoRaa aoa s fHa-
ST FHRM 2%, AT 1% AR I I 3,000%. Ig A gV & qalfrer st an
(i) I W (ii) 7% deC W (iii) 9% WA wR g fear Smar 8 4o &1 T
(@R A qd) B TUFET HITY, B B % 40% 2 |




Nisha Ltd. has issued 9%, 4,000 preference shares of Rs.100 each and has incurred the following
expenses:-
Under writing commission 2%, Brokerage 1% and other expenses Rs.3,000.
Calculate cost of capital (Before tax) assuming the preference shares is issued at (1) par (ii) 7% discount
and (iii) 9% premium, the tax rate is 40%.

§918 / UNIT-III
g '%m'wwwwzﬁwﬁmﬁwwm%‘!Waﬁ?u‘gmﬁf@nﬁq%m%aﬁ
TN SR Ao §h o weama @ o) o gy Ry B SraeR yeT et ) SYFT HIF P
faderTeTe e A |
“Leverage serves as a tool which cuts both ways. On the one hand it increases risk and on the other it
provides an apportunity to increase return on investment.” Critically examine the above statement.

3gar/ Or
FoITet . &1 1 5,00,000 $U B | aRadefe AT REY BT 40% 2 vl el uRere e

1,560,000 B9 © | STEBIT T IR TS 50,000 TG T |

o faciiy, ware qer AT aars @ T AR SR HET T SerERYT R wHeE af
Rl o 5% & gfy B |

Bajaj Ltd. has sales of Rs.5,00,000. The variable cost are 40% of the sales while the fixed operating cost
amounts to Rs.1,50,000. The amount of interest on long term defts is Rs.50,000.

You are required to calculate the financial, oprating and composite leverage and illustrate its impact of
sales increased by 5%.

§51g / UNIT-1V
U GG AR T & Taege dw a1 87 oI S9N g qa § wEiid 4R e
e & e uraem=r &1 qoie SR |
What are the essentials of a sound dividend policy? Mention the main provisions of Indian Companies
Act in respect of declaration and payment of dividend.
AYar/ Or
3R gUeRUTSOId & forg foret faaror Sueer -
The following particulars are available for Amar Enterprises:-
(i)  9fY 3 3T $.4.00 Earnings per share Rs.4.00
(i)  3fTenRAl gRT BT Y™ &) &% 15%  Rate of Return desired by share holders 15%
(i) fAfFT R g @ ) 18% afe yraE JUTT (1) 40% AT (ii) 50% AT (iii) 60% Bl o
qTeey HiSd B ITAR Uiy afer %oU T ENT? Rate of return on Investments 18%  What will
be the price per share as pe Walter’s model if pa-out ratio is (1) 40% or (ii) 50% or (iii) 60%
§91S / UNIT-V
mﬁaﬁaﬁmﬁmlmm%ﬂwﬁmmé?wa@w@ﬂﬁmmq
qofl 1 IR 591 g FeiRa &) e anfeg?
Define working capital. How will you classify it? How will you determine the amount of day to day
current capital in a large organisation?
391/ Or
U HEA S aifies eraeaesar @ forg vl awq 1 8,000 THIITT BT HU B & | GAdD gepre
BT ST 10%. B | A JF 30%. IRy e 2 SR aRor ar airag R @1 7.5% ufy ad @ |
(31) Facregdy s A FEiRa AIRTY ok @t TRt e s AR |
(a)wmaﬁaﬁﬁm4§mﬁmaémﬁwwﬁz%aﬁgamwﬁamm
el
A Company buys 8,000 units of an item for its annual requirements. Each unit costs Rs.10. The ordering
cost per order is Rs.30 and the carrying cost is 7.5% of the average inventory per year.
(a) Determine the economic order quantity and the total inventory cost.
(b) Should the company accept as offer of 2% discount in price on 4 bigger orders of quarterly
requirements of the material?




