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SECTION - A

AnswerallqueStionS.EachqueStioncarrieS1mark.

1. What is financial management?

2. What is time value of money?

3. Define lRR.

4. What is capital budgeting?

5. What is benefit cost rhtio?

6. How payback period is computed when cash inflows are uniform?

7. Define cosl of capital.

8. What is financial leverage?

9. What is gross working capital?

'10. What is dividend?
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SECTION _ B

Answei any eight questions. Each qilestion carries 2 marks.

11. Explain the different types of financial decisions.

12. What is capital gearing?

13. State the difference between NPV and Pl.

14. What are the approaches of finance fuhction?

15. What is discountinq?

16. Calculate p-ayback period when the co6t of a project
annual cash flows is Rs 12500?

IS

17. What is a growth firm?

18. Whal is the concept of leverage?

'19. What is stock dividend?

20. State the objectives of cish management.

21. . Distinguish belween component and coirposite cost of capital.

22. What is cost of equity?
(Bx2=16

sEciloN - c

Answer any six questions. Each question canies 4 marks.

What are the concepts of working capital?

Explain the impo(ance of capital budgeting.

What are the different types of dividend?

Rs.1,00,000 and the

Marks)

23.

24.

25.
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m. Explain the functions of a finance manager.

27. What are the fuctors afFecting the capital structure?

28. Explain the techniques of inventory management,

29. State the advantages of NPV method.

30. What are the motives of holding cash?

31. A company issued 1000, 7yo prcfercnce of Rs. 100 each at a premium of 10%
redeemable after 5 years at par. Calculate cost of preference shares.

(6x4=24Marks)

SECTION _ D

Answer any two questions. Each question carries 15 marks.

32. Explain the objectives of financial management.

33, What are the factors affecting the working capital requirements?

34. A mmpany is considering two projects X and Y. Cest of capital of the mmpany is
1O%. Project x costs Rs 1,00,000 and Project Y costs Rs 70,000. The cash

Years
. Projects 1 2

x 80000 80000

Y 60000 60000

Present values O.9Og 0.826
@1ov.

Suggest which proiect should be accepted by using :

(a) NPV Method.

(b) Pl Method.

J - 289I)3



.

35. AB Ltd is considering the purchase of a new machine which will carry out some
operations performed by manual labour. Damsel and Shylock. are the two
altemative models. From the following information, you are required to prepare a

. profitability statement and work out the payback period in respect of each asset.

Damsel Shylock

Estimated life (Years) 10 12

Cost 300OOO 5O0OOO

Cost of indirect materials 12000 16q00 
.

Estimated savings in scrap 20000 30000

Additional cost of maintenance 14OOO 22OOO

Additional cost of supervision ,24000 32000

- Estimated savings in direct wages :

Employees not required 150 2OO

Taxation is to be regarded as 50% of profit. Which model can be recommended
for ourchase? Give reason for your answer.

(2 x 15 = 30 Marks)
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