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SECTION - A

1. Define financial management.

Write a short note on profit maximization decision cri'teridh,_ S

w N

)

What is cost of cépital?'
. |

4. Define explicit cost.

Define capital structure.

What do you mean by mternal rate af;
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nt.
Give a short note on traditional approach of financial manageme _.

12. Distinguish between systematic risk and unsystdmatic risk. _

/3. What do you understand by ‘point of indifference’?
14. What do you mean by degree of financial leverage?
'45. What do you mean by floatation costs?

16. What are the |irﬁitations of Payback Period Method?
17. What are the merits of ARR?
~ 18. Write a short note on NPV.

19. Give any i assumptions of Miller and Modigliani ‘dividend irr
tl'leorem“? s

What is meant by stable dividend policy? _ S ;

: '(,f; Whatls gross working capital?
' do you unders;tand by ABC analy3|s?



26. A company issues 10, 000 10% Preference Shares of Rs.100 each. Cost of issue

2T

28.

29,

30.

31.

32.

33.

34.

is Rs.2 per share. Calculate cost of preference capital if these are issued :
(a) atpar, and
(b) at a premium of 10%.
(8 x 2 =16 Marks) .

SECTION-C

Answer any six questions in not exceeding 120 words. Each question
carries 4 marks.

What do you understand by financial decisions? Discuss the major financial
decisions. |

Write a short note on the sig'nifiﬁ:ance of cost of capital.

What are the essential features of an optimal capital mix?

What are the criticisms levelled against Walter's Model?

What are the majdr steps involved In capital budg.eting.

Name the various kinds of working capital.

Bring out the significance of adequate working capital for a business concern.

A simplified income statement of Blackberry Ltd. is given below. Calculate and
interpret its degree of operating leverage.

Income statement of Blackberry Ltd. for the year ended 31° March 2012

Rs.
Sales 10,50,000
Variable Cost 7,67,000
Fixed Cost 75,000
EBIT 2,08,000

3 M — 2696
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Rs,

e 7 hierest | 7 1,10,000 -
e Taxes (30%) 29,400
Net Income 68,600

35 A project requires an investment of’ Rs.5,00,000 and has a scrap va

Rs.20,000 after five years. It is expected to yield profits after deprec:atim
taxes during the five years amounting to Rs.40,000, Rs.60,000, Rs.70,
Rs.50,000 and Rs.20,000. Calculate the average rate of return on
investment. -

36. The following information relating to a typle of raw material is available: |
Annual Demand 2,000'units
Unit Price | Rs. 20

Ordering Cost per order  Rs. 20

Storage Cost 2% p.a.
Interest Rate 8% p.a.
Lead time Half month

Calculate Economic Order Q_l:lantity.

37. Calculate Debtors Turnover Ratio from the following information:

Sundry Debtors as on 1-1-2020 - ; 7,00;000 |
- Sundry Debtors as on 31;_-12-2_030' 9_(_-,'0'00._0 | e
Bills meab 2 o 2--36-;06Q fa




Ppepare an estimate of work"ihg cafmiéi Fﬁmﬁ ‘
uf a trading concern: |

(a) Pro;ected annual sales
(b) Selling price
Ac) % of net profit on sales |
(d) Average credit period allowed to customers . 8 V
(e) Averagé credit period allowed by suppliers s | | 4
() Average stock holding in terms of sales requirement 1 2wed

(g) Allow 10% for contingencies

SECTION -D

Answer any two questions in not exceeding 4 pages each. anh
carries 15 marks.

~ 39. Discuss in detail the scope and importance of financial manageme t
40. Discuss the factors détermining the capital e_:tructUre.-

 41. Calculate
A (a) the operating leverage and

(b) financial leverage from the followmg data ur r
ﬁnancnal plans, A and B. ' :




Financial Plaﬁ

A B
_ Rs.10,000 Rs.15,000
Debt ( 20% interest) : 10,000 5,000

20,000 20,000

42 A company has an investment opportunity costing Rs.40, 000 with the
- expected net cash flow after taxes and before depreciation.

Year Net Cash Flow e
Rs. ' :
7,000
7,000
7,000
7,000
7,000
8,000 :
10,000 e
15,000 LA
10,000
4,000
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3. T e EPS of Méssrs PP Ltd are Rs. 25 arid »fhﬁ 1 f
to the company is 14%. Rate of interest is 14%. Com _
~ company’s share if the payout 1850 ; -

 (a) 20%,
~ (b) 50% and :
(c) 70%. What is the optimum payout?

2 -.- "
&

el LY
e 4

_ months, April — June 2020. 5
2 Month Sales Purchases Wages Expe'nses e

e ML <l g
T £

(Rs.) (Rs.) (Rs.) (Rs.)
February ~ 7,00000  4,00,000 80,000 60,000
‘March 800,000 500000 80,000 70,000
April 9,20,000  5,20,000 90,000 70,000
May 10,00,000  6,00,000 1,00,000 80,000
June 12,00,000 500,000 1,220,000 90,000

Additional information:

(a) Period of credit allowed by suppliers is two months.

(b) 25% of sale is for cash and the period of credlt allowed'- '
credit sale is one month : : Bt
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PART - A

I. - Answer all questions in one or two sentences. Each questioh carries 1

1. Why is finance remarked as life blood of business?
2. - How finance is different from account? = - S
3. What is the operational meaning of cost_ of capital? | |
- What do you understand by cc_)_s.t of -equity? : |

5. What do you mean by cost of preference shares? i



.

12.
13,
14,
15.
16.

7.

18,

19,

: Zﬂ

wmes 2 marks. _ .

Deﬁne time value of money.

What do you mean by annUity‘?

Deﬁﬁe over capitalisation.

What do you mean by capital structure?
What is réalised yield method?

What do you mean by book value weights?
What is the decision rule in IRR? |

What is discounted payback period m_ethod?

_What do you mean by dlwdend dec:smns‘?

What is retalned earnrngs?

' Each
B Eiar any eight questlons not exceedmg one paragraph. 4




26.
27.
28,
29,

30.
31.

'-15marks

Mswer any six questlons not excuédlhg ol
4 marks. £rin ¢

Explain the valuation conceptg.
Explain the major classifications of nsks.

X Itd has issued 20000 equity shares of Rs. 100 each as fﬂ
market price of these shares is Rs.160 per share. The comp
dividend of Rs. 10/share. Find out cost of equity capital.

_Expla'in the objectives of optimum capital structure.
Explain the assumptions in net operating income épproach. .
Explain various traditional capital budgeting techniques.

A project with an outlay of Rs.12,000, Rs.2,000, Rs.3, 000 Rs.4,0
respectively in first, second, third and fourth year. Calculate payback

Explain various types of dividend policy.

Define the kinds of working'capital.

PART—Dl'I

Explam the functlons of financial manager




