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SECTION A – (10 × 2 = 20 marks)
Answer any TEN questions
1. Define financial management.
2. What do you understand by investment decisions?
3. What is an optimum capital structure?
4. Write a note on overcapitalisation.
5. What is cost of capital?
6. Give the meaning of stock dividend.
7. Explain the term  discounted cash flow techniques.
8. What do you know about time value of money?
9. Write a note on sensitivity analysis.
10. What is required rate of return?
11. Define the term working capital.
12. Explain the concept operating cycle of a business.
SECTION B – (5 × 5 = 25 marks)
Answer any FIVE questions
13. Write a short note on functions of Finance manager.

14. List out the objectives of financial management.

15. What is EBIT-EPS Analysis?

16. A company issued 1000 shares of Rs.100 each, the floatation cost is expected to be 5%. The company pays dividend per share at Rs10. It is expected the growth rate will be 5%.  Calculate the cost of equity.

17. Suguna Ltd. earns a profit of Rs.5 per share. The rate of capitalization (K) is 12% and the productivity of retained earnings ® is 10% using Garden’s model, determine the market price per share when the pay out is 20%.

18. What are the different types of risk?

19. Explain the various method of evaluating capital expenditure decisions.

SECTION C – (2 × 15 = 30 marks)
Answer any TWO questions
20. 
 Evaluate “Maximisation of Profit” and “Maximisation of Shareholder’s wealth” as the objective of Financial Management.

21. From the following information available for 4 firms, calculate the EBIT , the Operating   leverage and the Financial leverage:

	
	Firm A
	Firm B
	Firm C
	Firm D

	Sales (in units)

Selling price per units(`)

Variable cost per units(`)

Fixed cost (`)

Interest (`)

Tax (%)

Number of Equity shares
	20,000

15

10

30,000

15,000

40

5,000
	25,000

20

15

40,000

25,000

40

9,000
	30,000

25

20

50,000

35,000

40

10,000
	40,000

30
25

60,000

40,000

40

12,000


22.  A  limited company had the following capital structure:
Equity share capital ( 2,00,000 shares)
`40,00,000
6% preference shares



`10,00,000
8% Debentures



`30,00,000
 The market price of the company’s equity share is `20.  
             It is expected that company will pay a current dividend of  `2  per share which grow at 7                       

             per cent for ever.  The tax rate may be presumed at 50  percent.  You are required to        

             compute a weighted average cost of capital.
23.  Prepare an estimate of working capital requirement from the following information of a  trading concern.
a) Projected annual sales 1,00,000 units

b) Selling price per unit `8                            

c) percentage of net profit on sales 25%

d) Average credit period allowed to customer – 8 weeks.
e) Average credit period allowed to suppliers – 4 weeks
f) Average stock holding in terms of sales requirement -12 weeks
g) Allow 10% for contingencies.
——————
[P.T.O.]








2

