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M. Com. (Fourth Semester) (Main/ATKT)
EXAMINATION, 2020
(Optional—Specialization)

[Optional Group (B) : Management]

Paper B—I
FINANCIAL MANAGEMENT
Time : Three Hours ] [ Maximum Marks : 80
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Attempt all Sections as directed.
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Attempt all questions.
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In Financial Management focal point is :

(a) Increasing sales of the firm

(b) Creating shareholder’s value

(c) Increasing profit

(d) Increasing market share
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‘Time value of money’ is considered in calculating :
(a) Net present value

(b) Pay-back period

(c) Accounting rate of return

(d) None of these
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X Ltd. has issued 9% 4000 preference shares of I 3.75 per
share. Cost is the following :
(a) 9.35%
(b) 15.58%
(¢) 10.20%
(d) 8.50%
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Which of the following has the highest cost of capital ?

(a) Equity share
(b) Loans
(c) Bonds

(d) Preference shares
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Firm’s cost of capital is the average cost of :
(a) All sources

(b) All borrowings

(c) All share capital

(d) All bonds and debentures
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Operating Leverage arises because of :
(a) Fixed cost of production

(b) Fixed interest cost

(c) Variable cost

(d) None of these
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Financial Leverage is zero if :

(a) EBIT = Intrest

(b) EBIT =Zero

(¢) EBIT = Fixed Cost

(d) EBIT = Preference Dividend
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Determinants of capital structure are :
(a) Flexibility

(b) Nature of Business

(c) Cost of Capital

(d) All of the above
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Generally ideal ratio for debt equity is :
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Which of these is/are factors determining dividend policy ?
(a) Liquidity of funds

(b) Nature of business

(c) Both (a) and (b)

(d) None of these
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‘Bird in hand’ argument is given by :
(a) Walter’s model

(b) Gordan’s model

(¢) M. M. model

(d) None of these
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Which of the following is the reason behind adopting
irregular dividend policy ?

(a) Excess of liquid resources
(b) Shortages of liquid resources
(¢) Regular income

(d) None of the above
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Agency cost arises due to :

(a) Increases in production cost
(b) Hiring more employees

(c) Increase in debt

(d) Sales decline
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The classification of items in A, B, C analysis is made on the
basis of :

(a) Investment value of material
(b) Consumption value of material
(c¢) Quantity of material consumed
(d) All of the above
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In which part of cash budget, depreciation on assets in

&

shown ?

(a) Receipts

(b) Payments

(c) Both of the above
(d) Neither
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Which of the following are the components of credit policy ?

(a) Credit standard
(b) Credit terms
(c) Collection policy
(d) All of the above
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Cash Budget does not includes :
(a) Dividend payble
(b) Capital expenditure
(c) Issue of capital

(d) Total sales figure
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Float management is related to : Yues—9
(a) Cash management (Section—B)
(b) Inventory management aifar g IR T
(c) Receivable management (Very Short Answer Type Questions)
(d) Raw material management e 5 o6 v & SR A A A et F G| TdS
19. AQ TR FEREN T 70,000 B & TA KA A FHRAN U 2 il o 7 |
% 1,00,000 31 §, 79 i @f ARY EFAY Attempt any eight questions in two or three sentences.
(@) T 10,000 Each question carries 2 marks.
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(@) % 1,70,000 What is Financial Management ?
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If liquid assets are ¥ 70,000 and the total current assets are of
7 1,00,000, then amount of stock will be : State the nature of Financial Management.
(@) 10,000 3. Ul aied &1 R HEw & ?
(b) 30,000 What is the i t f Capital Budgeting ?
(©) 170000 at is the importance of Capital Budgeting ?
(d) None of these 4, W UGl R @1 © ?
20. Ahd HRIY q\\_rﬁ ENEEE What is explicit cost of capital ?
(@) o W 5. -Gl &I 2 7
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Gross working capital is equal o : What do you understand by ‘Trading on Equity’ ?
(a) Total assets 7. QMR % YHRI B G HIRC |
(b) Total liabilities Discuss the types of Dividend.
(c) Total current assets 8. & CANEIG q\sﬁ BT 31 gV |

(d)  Total current liabilities State the meaning of Net working capital.
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State the objectives of Cash Management.

10. EOQ @1 € ? &I ARIa §arsy |
What is EOQ ? Give the assumptions.
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Answer any eight questions in about 75 words. Each
question carries 3 marks.
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What are the steps involved in Financial Planning ?

2. UGl gofed ol ARl & qHsisy |

Explain the limitations of capital budgeting.
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How in Net present value calculated ?

4. N SAG T4 “aRdTed SAle # SR 9a1gy |

Distinguish between ‘Financial leverage’ and ‘Operating
leverage’.

5. TSl XA & g1 @ el I JaTsd |

Explain the factors influcing capital structure.

6. 9N 3N & flH & @ 9aTgy |

State the advantages of issuing bonus shares.

(B-19) P. T. O.

7.

8.

9.

[12] D-120
“FeaT Yol AT 2T © |7 a0 IR |

“The equity capital is cost free.” Explain.
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Explain the danger’ of excess inventory.
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Explain the Re-order point.
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What is Cash Planning ?
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Attempt all the four questions. Word limit 150 words.
Each question carries 5 marks.
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“The scope of financial management is broadening

continuously.” Do you agree ? Explain with reasons.
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1 0.909
2 0.826
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The Management of Shri Narayan Co. Ltd. wants to invest
¥ 20,000 in a project which will give earnings for five years.
The earnings will be ¥ 5,000 in the first year; I 10,000 in the
second year; ¥ 10,000 in the third year; ¥ 5,000 in the fourth
year and ¥ 2,500 in the fifth years.

Suggest management whether this project is worth while to
be taken; if management has suggested 10% discount rate

for the present value. The discount factors at 10% are :

Year Factor

0.909
0.826
0.751
0.683
0.621
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Shri Ram Ltd. issued a new 10% debentures of ¥ 1,000 face
value to be redeemed after 10 years. Debentures have been
issued at par. However, floatation costs amount to be 4%.

Find out the cost of capital. Assume 50% tax rate.
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The installed capacity of a factory is 1600 units. Actual
capacity used 800 units. Selling price per unit ¥ 10, variable
cost is T 6 per unit. Calculate the operating leverage in each

of the following three situations :
(1) When fixed costs are I 800.
(1) When fixed costs are ¥ 2,000.
(i11) When fixed costs are ¥ 2,400.
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Calculate the debt equity ratio from the following Balance
Sheet :

Balance Sheet

Liabilities Amount
®)
Share capital 1,60,000
Reserves 1,60,000
Long-term Liabilities 60,000
Current Liabilities 20,000
4,00,000
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Amount
Assets ®
Fixed Assets 2,40,000
Current Assets 1,60,000
4,00,000
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How does dividend policy affect the value of the firm ?
Explain.
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“A company should neither have more equity capital nor
more debt capital. It should have an ideal mixture of two.”
Elaborate the statement clearly.
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Discuss the role of Finance Manager in respect of inventory
management.
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