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SECTION A

Answer all the questions.

Define Financial Management. (2)

21
^  What is finance and state its types?

3)

(2)

St

7)

8)

(2)

(2)

(2)

ate the kinds of capital expenditure decisions. ^2)

What do you undorstaiui by procKS of capital budgeting?

What is Cost of Capital?

Write a note on cost of equity capital.

State various types of lease finandng. (2)

Write a note on rinandal leva:age. (2)

9) What do you undostand by working cajatal? ^2)

What is cash budget? (2)

SECTION B

Answer all the questions.

1  Explain 'profit maximisation' in a fimi.
(5)

a)

[OR] (5)
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."Wliat is finance faction? "Wliat areit aims?.

12)

a)

[OR]

b)

:A project cost Rs.5,06,066'anB yields annu^y. a pro£it-of Rs.80,00() after
depredation at 12®/^ p.a..l>ut before-tax of 50%! Galculate pay back poio'd.

Initiai (^ilay j^-SO^OOO
Life of.the asset 5 ye^s
Estimated Cash flow Rs.12,500
Cdculate Intdnal Rate of-Return.

(5)

(5)

13)

a)

[OR]
b)

14)

a)

JayantXYd i«ued^5,000 40%;prefefehce sh^es oLRsUOO a pfdhiuM^^
.10&. The shafea^eiededhable after; Ip.y^ Flotation costs are 4^.,
'Calcdate the effective cost.ofredednableprefereuce capital".

Suiya Ltd., Js^es 2,00;0p0 8?^ rdebentoesrof Rsl 100 each oh 15* April 2019..
The^cost of issue .was-Rs.;,5;60,000. '.1E cornp^y 'sYax iati^^^ D'etdihihe
'the.cosf of debentures.[before as.wdl as;after.tax] is they wa"e issued
(a); at par (b} at a premium of 10%.,

ARC-Ltd having riie'fbUowihg projection^
.'Output 3.0,000 units.
Fixed cost (RsJ) 35^000
Unit variable cost(Rs) !
Intdest expenses (Rs) 2,500

, Unit sdiing pribe-^s) 3'
Calculate

Q) Oporatiye levdage
01) FinancM leverage
011) Combined leverage'

(5)

(5)

(5)

[OR]
b) What are the essentids pf a sound capitalmix?

(5)

15)

a)

[OR]
b)

demand 6,000 umts- unit cpst Rs. 4 Ipventoiy carrymg^costpd rihit per
annmn is' 25%'/of aydage ihyditofy ydue.-If the cbsXdf prodn:
Determine (a) EOQ 03) Number of brders per annum;

From the foUp^ving-balahce sheet computer (5)
(a)„Gfoss Working Capital and 0)) Net Working Capital.

Balance Sheet as on 31.12.2005

Liabilities Assets

Share Capital 6.00,000 Land & Buildings Xoo.ooo
Reserves ■i.ob;ooo Plant, & Machiheiy" >4,00.000
Debentures 3,00.000 GurrehtAssets:
Current Liabilities:; Gash 60,000
Bank Loan- i.bb.ooo Invesrihent 1.00,000
Creditors 60,000 Debtors 1.40.000
BUls'Payable '40,000 Inyditpry. 2;00,oob"

■12i00i000 i2;oo;ooo^
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SECTION C

Answer 3 out of 5 questions.
16) Discuss the significance of finance function. (10)

17) A limited company is considering Investing In a project requiring a capital
outlay of Rs.2,00,000. Forecast of annual income after dq)redatlon but before
tax is as follows:

Year Rs-
'"""""1 1 1,00.000

11 l.OO.CKX)
III 80,0(K)
IV 80,000
V 40.000 i

(10)

income. Calculate
(a) Pay-back method.
(b) Rale of return on original investment
(c) Rate of return on average investment.

18) Mr.Kannan has a perpetual bond of Rs.l.CKK). He receives an interest of Rs.90
annually. What is the value of the bond if the required rate of return is 10%?

19) Two firm Dhana and Sekar are id^tical except in the method of finandng. Firm
Dhana has no debt, while firm Sekar has Rs. 3,00,000 8% debaitures in
finandng.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 finn uring mm approach.

(10)

20)
Discmss the various aspects or dimensions of receivable man^ement. (10)

-End-

https://examcloud.in/epn/reports/exam-qpaper.php 3/3


