
This question paper contains 8+4 printed pages]

l'our Roll No.

t275

B.Com./lIl

Paper Code : C-l18

Paper XVI-A-FINANCIAL MANAGEM ENT

Time '. 3 Hrnrs Maximum ltlarks '. 55

(ll'rite !\nr Roll .\o. on lhe lop iilmediutelr on reL'eipt of this question paper.)

({s vs"r-c,{ * fiTdA tl sm Rq 'rq ft$lf|Td rern qt erc-{r 3r-{s'ci6 frfisq t)

GI

Nole '.-

ft:qufr :

Nole :-*
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but the same medium should be used throughout the

paper.
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The maximum nrarks printed on the question paper are

applicable for the students of the regular colleges

(Cat. 'A'). These marks will. however, be scaled up

proportionately in respect of the studelrts of SOL at the

tirne of posting of arvards for compilation of

result.
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(2)
Attentpt all the ./ile questions.

l// questions carry equal marks.

Use of simple calculator is allowed.
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€rfi drq svq 61flEA I

€S eFit * ein €qH t I

€rsRq frrEo-{t 61 sq{fur qq t I

I' what are the major types of financial management decisions that

business firnrs make ? Describe each one of them. il

qfr qd * gru fdq qri qT-A ffiq y*sr fuq *
Tgq rFR eiTfr t ? T+lf * ei+fi *.i fqR-R t
futuq I

Or

(3T?IE[)

How the goal of wealth maximization is a better operative

. criterion than that of profit maximization ? 6

grqET s1 oTfsrsf,q q-ti or rtra ,etsr o{ierfinq

5sf ' * TRq-q € eqrwq 6q i er.=n i.,
+0?
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(3)

(h) "Cash tlorvs occurring at different points of time are nor

comparable"' 
Explairr the reasons and how can they be

nrade cotrrpalable 
?

" 3411q-+Td{ €{q q{ gtq Ai erfli {6E 9-qE

{fl-{I-?iriq 
c-fi t l" 6ru q-dr{q' 3tR q6 $ {dr{q'

t{ 3-{-+1 gfl-{l-dFq *Q q-rTql q1 sfi-dl t ?

2. What is nreant bY capital budgeting decisions ? What are its

rnain feature' ': e*ptuin the payback period method and

protitability index method of capital budgeting' 
ll

{d{qfinT.Y-JTil*ffi
TffiT-:"*'** tqru er f+KR t qdq

dfqq I

(h

(3rerar)

(cr) Machine 
'A' costs Rs' 1'00'000 payable imnrediately'

Machine 
'B' costs Rs' I '20'000 

half payable immediately

and half payable in oue yeai tirne' The cash receipts

expected are as follows : P.T.o'



Year (at the end) A (in Rs.)

20,000

60.000

40,000

30,000

20.000
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B (in Rs.)

60,000

60,000

20.000

B (5'.)

60,000

CI.000

20,000

(4)

With 7o/o cost of capital' which machine should be

selected t 6

qfi q{frr 'e' fir*r+1 €rrRT 1,00,000 F' grfr iq
t I q*1q ,8, fiilss1 EFa t,20.000 F. siTsfr {rRr

!F< iq t eii{ 3Tlefr {rfu gd' qKT q & t I

A (F.)

20.000

60.000

40,000

30,000

20,000

tqi ft1 etFkT 7% t, A+ ii t ffi rmft-q m.r glrq

fi-rfl qRq ?
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(b) ABC Ltd. is evaluating a proposal to install a new machine

costing Rs. 50'000 with a life of 5 years and no salvage

value. The follorving cash flows before depreciation and

taxes (CBDT) have been calculated :

Years Cash Flow

Rs. 10,000

Rs. 12,000

Rs. 13,000

Rs. 15,000

Rs. 20,000

The firm provides depreciation as per straight line method

and is strbjected to tax at 'l0ozo' Find out the :

(t) PaYback Period

(,r) NPV @ l0%. 5

ABc Lrd. \1+. Ti qefiq fa€d ?ttrkl s0'000 F' t frsfr'l

**r*'re s qtfi t 31h fiilsffi frKKor {fr {'q
P.T.O.
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t, *] €rTqTi * vsrq qr fqqn e-t € t I a€

aqr HT t q6d ltrE eqr€ frq t '
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r0.000 t'.

r2.000 {.

| 3.000 d.

15.000 F.

20.000 F.

q-C aq €ifi tgr frfu t sn-fi t 3+R or e1

Er +ox t r Fr*rfuq '

(/) erq€ 3rqlq ftftl gtl-irn

(ii) {e e-dutq T@ @ tovo I

The cost of preference capital is generally lower than the

cost of equity. state the reasons. 5

{-dffiffiTt 3iyii 61 drrrfl, qq61 sffi t qrq: 6q

T6fr t, q.Rq Eff{q I

qd
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(b)

(7)

I'he lollowing intbrmation

sheet of a colllpan-v :

1296 debentures

l8-9'o ten.lr loan

I 175

is available ti'or.rr the balance

Equity share caPital 8000 shares

' of Rs. 100 each 8'00'000

8.00.000

24,00.000

40.00.000'fotal

f)etermine the rveighted average cost of capital of the

company. lt had been paying dividends at rate of Rs' 20

per share' Income tax rate is 40%' 6

\rfi q.q-fi * fiPlfd f{E{q 4i qqrd FTqfd n

(,.

qq6 sTql 3s6s sifl

qfd sitT loo {.

t2% fs+q{

t*90 qqa Eut

8.00.000

8,00.000

24.00,000

40.00.000

P.1'.O
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qm' *urfi q1 qrR?{ 3fud {fr €Fkl {ld qifrq t

6qii zo F. qfr 3i{r 6i Er t ere{ivr sr 5qffi

qr ra fi r qr q1 <+oxt I

Or

(s{sqD

Explain the concept of financial leverage' Examine the impact

of financial leverage on the EPS' Does the financial leverage

ll
ahvays increase the EPS ?

ffiq tr{q el ff6n t qor+q r vfr e+ql eTrq q{

ffi-q rffiq fi IFTI eqrq q.sdl t qcn-* ? wr ffiq

€Rq EPS dt ttw e-6rdT t ?

Explain briefly'the lactors which intluence the dividend

polic-v of a firnr. What is the advantage of stable dividend

il
policy ?

\rfi s'C q1 crqivr {Tfr q} qunFdd fii eTd fqfrFT

6€1 q] ri*c i qdr{q I qs ftefi €rqifl ffi * wt

s.Iqat ?
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(3{f{r)

flre tbllorving informations are available about a company i

lS/o

Cost of caPital

Rate of return on investrxent 
15%

Rs' 5

Earning Per share

r o^ I Q eaCh' Use

The company has l0 lac eqtrity share oI n)' I

Walter's model to tletermine the value of the firm in each

case :

(l) l00o/'o retentlon

(ii) 509"o retention

(t,,) No retention'

q4. q-e-fi d fiq {d*q sqear t :

{fr at ena

ffidFit t qrq 31rq 41 q{

qfr 3iql snrq

lS/o

t5%

5F.

P.T.O.



q-qi] * qm to Rfq eisr t, e-Ss_ ereT

10 F. qt t I wol,"r" Model E-l 9r{lrt s--ft gq Sd

sr s-+s' *s ii {-q nTd qifsq qR :

(i) gk too",.; Er

(ii) {fu -s6"" 5}

(iii) qlE gk q d I

( t0 )

The follorvins infbrrnafion

'x' Ltd. :

EPS

Rate of return

And required rate of return ol-

equity irrvcsrrnent (ke.)

t: /j

is available in respecr ol.

Rs. l0

2()%

t6%

(b)

Find out the market price of the share under Gor<Jon Model

if the firn follorvs a payout of :

(i) s0%

(ii) 250,6.
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l0 F.

20%

l60/0

ll

? srfYfid tS qi
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sq-ttt 3ivr q{ qifuf, sTrq 61 (t (ke)

cordon Modet* qR{fl wi * eiqii m,T qtm {€

an e1Frq, qR *rfrr :

SoY" d
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What is the importance of rvorking capital managcrnent ? Explain

the factors to be considered while determining the need for

(i)

(ii )

working caPital'

+.d fd tS e'-q-"i * wr Ere{ t

sTH{{fidI f{qiRf, q-Et qrrq foq

qrdr t ?
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(u) What are the objectives of irrventorl, tnanagement ? How

are they sirnilar to objectives of cash management ? 6

Fr+€* qq+t * gtsq eqr t z a T*q yq;rr *
Bt{q + HqT-{ +d t ?

What are the techniques of control of receivable i) E.xplain

the "Aging Schedule... 
s

(h)

'gtq' si frq+l ii
qfq'r *qd sqi t

*-{i qi ilqi{r* ffi t
) edr{q I
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