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K-1227

M.Com. Final Examination, 2022
(Group-B)
FINANCIAL MANAGEMENT
[Paper : Second (Optional)]
Time Allowed : Three Hours
Maximum Marks : 100
Minimum Passing Marks : 36

Note : Attempt all the five questions. One question from each

unit is compulsory. All questions carry equal marks.
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Unit-I / SHE-1

1. Define Financial Management and briefly discuss the
salient features and functions of modern financial

management. [20]
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X Ltd. is considering the proposal of buying a machine.
Two machine A and B costing ¥ 50,000 each are under
consideration. Earning after tax but before depreciation

are as follows :

Year Machine-A | Machine-B

1 15,00 5,000

2 10,000 15,000

3 25,000 20,000

4 15,000 30,000

5 10,000 20,000
Estimated life | 5 years 5 years

Valued both machine by following :
(a) Pay-Back period method

(b) Return on Investment method
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15,00 5,000
10,000 | 15,000
25,000 | 20,000
15,000 | 30,000
10,000 | 20,000
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2. What is meant by ‘Cost of Capital’? Explain how is it
calculated. [20]
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X Ltd. wants to issue 10% debentures of ¥ 1,00,000. Par

value of debentures is ¥ 100. Find out the cost of capital :
(a) At par
(b) At discount of 10%
(c) At premium of 10%
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Unit-I11 / SPE-111
3. What is meant by Leverage? What are the various types
of Leverages? Explain clearly. [20]
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The following estimates are given for a new product :

Break-Even Point - 10,000 unit
Variable Cost - T 45 per unit
Selling price - % 70 per unit

Calculate Operating Leverage from the above estimates
for a volume of 12500 units and 15000 units and draw
suitable inference from the difference in operating leverag

for the two output levels.
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4. What considerations are kept in view while deciding the
dividend policy of a company? Explain with illustrations.
[20]
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The following facts are available in respect of the

company :
Earning per share - X 20

Rate of Return on Investment - 15%
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Rate of Capitalisation in the market - 12%

In respect of Retention Ratio Managers have four options :
(a) 20% Retention Ratio

(b) 40% Retention Ratio

(c) 60% Retention Ratio

(d) 70% Retention Ratio

Assuming base of Gordon’s Model, calculate what will

be market value of firm’s share of these four options.
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(@)  20% JiERTT S
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(c)  60% JfERTT ST

(d)  70% SfEReT ST
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5. Define working capital and discuss determining factors.
[20]
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Forecast of sales for Parul and Co. Ltd. for the year 2020-
21 is for T ten lakhs. Forecasts for other parameters

available as follows :

Sales to Net worth 2.5
Resrve to Net worth 20%
Current debt to Net worth 25
Total Debts to Net worth 60
Current Ratio 3.6
Inventory Ratio 4 times
Average Collection Period

(360 days in a year) 36 days
Fixed Assets to Net worth 70%

On the basic of above prepare a projected balance sheet
for the company for the year ending March 2021.
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