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- PART ~ A.. | |

Answer all 'questi/ons in-one or‘two senfeﬁces each. Each que_stidn_ carries 1 mark.
1. What do you understand by tradi.ng oﬁ' équity?
2.- What do you r'ﬁe'_an;by cost of fetained earhings?
| 3.. What is optimal oapitai‘s'tfucture? -
4, What .is dpefating iéveragé? |
5. What do you Uﬁderstand by ‘point of.inkdifference’?
6. - What is meant by scrilp dividend? |
| 7. | Define capital budgeting.

8. Whatis payback period methqd?

. P.T.O.




9.

10,

‘What is trade credit?

Name any two constituents of current liabilities.
| (10 x 1 = 10 Marks)
PART - B |

7 Answer any e:ght questlons in not exceedmg one paragraph each Each questlon
carries 2 marks » ,

11.
12,
13.

14.

© 15
6.
17.
18,
19,
20.

21,

22

: What' are the objectives of finance function? -

Give a brief account of the significance of cost of capital. -
Distinguish between explicit cost and implicit cost..

Give any -two assumptlons of Mrlfer and Modlg!rani *dividend irrelevance
theorem”? ‘

What do you mean by JIT inventory control system?
What do you understand by ABC analysis? |
What are the various purposes for holding inventories?

erte a short note on: ‘operating cycle method’ of- estlmatlng worklng capital
requwement

What do yOu mean by commercial paper?
What is Lock Box System? | | , ,
X Ltd. issues Rs. 50, 000 8% debentures at par. The tax rate appllcable to the

: company is 50%. Calculate the cost of debt capital.

A company issues 10,000 10% Preference Shares of Rs. 100 each Cost of issue
is'Rs. 2 per share. Calculate cost of preference share capltal if these shares are
issued at par. :

(8x2=16 Marks)
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PART - C

Answer any six questions in not exceeding 120 Words Each question carries

4 marks

23,
24,
25.

26.
27.
28,
29.

30.

31,

What are the functions of a finance manager?
Name the various kinds of working capital.

What do you understand by ﬂnanc;lal decisions? Discuss the major financial
decisions. : ‘

Explain the Net Income Approach Theory of capital structure,

What are the assumptions of Gordon's valuation model?

What are the motives for holdlng cash?

Ericson Ltd. had 50,000 equity shares of Rs. 10 each outstandrng on January 1.

- The shares are currently being quoted at par in the market. In the wake of the

removal of dividend restraint, the company now infends to pay a dividend of
Rs. 2 per share for the ‘current calendar year. It belongs to a risk class whose
appropriate capitalization rate is 15%. Using MM model and assuming no taxes,
ascertain the price of the company’s share as it is likely to prevail at the end of-
the year (a) when dividend is declared, and (b) when no dividend is declared, =~

A Lid. has equity share capital of Rs. A5 00,000 divided into shares of Rs. 100
each. It wishes to raise further Rs. 3,00,000 for expansion cum modemrzatlon
plans. The company plans the followmg two schemes

(a). All common stock; and

| b) - Rs. one lakh in common stock and Rs. two lack in 10% debentures. The
(

company's expected earnings before interest and tax (EBIT) are .
- Rs. 1,50,000. The corporate tax rate is 50% -

You are reqwred to determine the earnlngs per share (EPS) in each plan
Compute the Economlc Order Quantlty from the following parhculars
Annual usage ‘ o - : 6,000 units

Cost of matena_ls per‘uni_t. ' © :Rs.20 . _
Cost of placing and receiving one order : VRS 60 »
| Annual carrying cost of one unit o 10% of mventory value
| _ C (6x4=24 Marks)
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- | PART-D

Answer any two questlons in not exceedlng four pages each. Each guestion carries
15 marks. : : :

32,
33,

34.

35

Define financial management Discuss the scope and significance of financial
- management

What is meant by cap|tal structure? DISCUSS the factors determmlng the cap|tal
structure. = :
DiScuss the v‘arlious types of dividend policies |
From the following details you are reqwred to make an assessment of the
average amount of work:ng capltal requ;rement of XYZ Ltd.
‘ ‘ ltems . Average penod of credit Rs._‘
Purchase of material _ ' 7 - 6 weeks 26,00,000
Wages EER 1% weeks  19,50,000
Overheads : o | | | ) o
Rent, rates etc | B & months 1,00,000 -
Salaries ‘. o " {month 8,00,_000 |
O_ther overheads ' 3 2 months 7,50,000
Sales (Cash) - | - 200000
Sales (Credity ~ 2months  60,00,000
Average amount of stock and Work-théprogress SR 7 4,00,000
'Averageamount of undrawn profit =~ : 3,00.,000

It is assumed that all expenses and income were made at even rate for the year.

(2 x 15 = 30 Marks)
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