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SECTION A

Answer all the questions.

D Define Financial Management.

2
2) What is finance and state its types?
3) State the kinds of capital expenditure decisions.
) What do vou understand by process of capital budgeting?
3) What is Cost of Capital?
6) Write a note on cost of equity capital.
7) : .
State various types of lease financing.
8) Write a note on financial leverage.
9) What do vou understand by working capital?
10) : .
What is cash budget”
SECTION B
Answer all the questions.
1) Explain ‘profit maximisation” in a firm.
a)
[OR]
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Whatis finance "fﬁnct_ion? Wliata:‘,ejit“é_.iﬁis,?.

-A project cost Rs.3, 00 000"and yxelds annually a proﬁt of Ks.80, 000 after _
deprecxanon at 12% p: a but before tax-of 50% Calculaté pay b back penod.

Initial Outtay Rs.50,000
foe of the asset §ears
Estimated Cash flow Rs.12,500

Calcnlate Intemal Rate of Return.

wJ'a.yant Iid Lssued 5.000-40%:prefererice- sha.res of, R.s 100 eachat-a premivin 6f"

10%.. The. shares are redéemablé after 10.years: Flotation costs are 4%..
'Calculate the effectxve cost of. redeemable pxeference capatal

Su:ya_ Ltd Jssyés: 2,00 000 8%: debenmres «of Rs: 100 each ofi 15t April 2019
The cost: of issiue Was Rs.. 23, 00, 000 The company ‘s ta.x Tate’is 35%. Detemune
the cost of debentures, [before as weéll as.after tax] is they were issued

(a) at'par (b) at a premium of, 10%

ARC- L1d Having the followmg projections:
,"Output 30,000 units.
Fixed cost (Rs) 35,000
Unit variable cost(Rs) I
Intetest expenses (Rs) 2,500
Unit selling price- (Rs) 3

CaIculate
( )  -Operitiveleverage
()  Financial leverage
("m) Combined lev erage-

“Whit are the essentials of'a'sound capital mix?

Azmual ‘demand 6, 000 units; unit cost Rs. 6 Inventory carmng%cost per udnit-per

- annum is 25% of average, mventory value - If the costrof procurement is. Rs “75:

Determine- (a) EOQ (b) Number of orders per.annum.

From the following balancé sheét compute:
{a). Gross Working Capxtal and (6)-Net Working Capnal
Balance Sheet as on'31.12.2005

Liabilities

Asséts

‘Share Capital 6,00,000 | Land & Buildings ' 73,00,000
Resérves 1, 00 000 | Plant & Machinery” 4,00,000
Débentures 3, 00 ,000 | Currenit:Assets: - )
Current Llabﬂmes -Cash 60 000 '
Bank Loan- 1,000,000 Investment 1,00,000 .
Creditors. 60,000 | Debtots 1,40,000-
Bills Payable 40,000 Inventory 2:00,000"

B 1 12:00:000 | 12,00,000
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SECTION C
Answer 3 out of 5 questions.
16) Discuss the significance of finance function.
17) A limited company is conmsidering investing in a project requiring a capital

outlay of Rs.2,00,000. Forecast of annual income after depreciation but before
tax is as follows:

| Year | Rs.

| 1 | 100000

i II ; 1,00,000
I 80,000

LIV | 80,000

v | 40000

Depreciation may be taken as 20% on original cost and taxation at 50% of net
income. Calculate

(a) Pav-back method.

(b) Rate of return on original investment

(c) Rate of return on average investment.

18) Mr Kannan has a perpetual bond of Rs.1,000. He receives an interest of Rs.90

annually. What is the value of the bond if the required rate of retum is 10%?

19) Two firm Dhana and Sekar are identical except in the method of financing. Firm
Dhana has no debt, while firm Sekar has Rs. 3,00,000 8% debentures in
financing Both the firms have a net operating income (EBIT) of Rs. 1,20,000 and
equity capitalization rate of 12%. The corporate tax rate is 35%.

Calculate the value of the firm using mm approach.

Discuss the various aspects or dimensions of receivable management.
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