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SECTION A – (10 × 2 = 20 marks)
Answer any TEN questions

1. Define  financial management.
2. What are the assumptions of MM theory?
3. Define  cost of capital.
4. What  do you mean by retained earnings?
5. What do you mean by capital budgeting?
6. What  do you mean by internal rate of  return?
7. What do you mean by dividend?
8. What is meant by stable dividend  policy?
9. Define  the  term working capital.
10. What  do you mean by fixed working capital?
11. Define  the  term capital structure
12. What do you mean by financial leverage?

SECTION B – (5 × 5 = 25 marks)
Answer any FIVE questions

13. Explain the  objectives of  financial management
14. Find out the degree of operating leverage from the  following data
	EBIT (2005) `40,000		sales (2005) 20,000 units
	EBIT(2006)  ` 50,000		sales (2006)  28,000 units
15. Explain the  significance of  cost of  capital
16. What are the advantages of  capital budgeting?
17. A projects costs `20 lakh  and  yields a profit of `3 lakh after depreciation at 12 
      1/2%  but before tax at 50%  calculate pay back period
18. Explain the factors that influences the dividend policy of the firm
19. From the following information extracted  from the books of  manufacturing  company , compute operating cycle in days Period  covered :365 days
Average  period of credit allowed  by suppliers 16 days
	
	`

	Average  total of debtors outstanding
	4,80,000

	Raw material consumption
	44,00,000

	Total production cost
	1,00,00,000

	Total  cost of sales
	1,05,00,000

	Sales for the year
	1,60,00,000

	Value of average stock maintained
	

	Raw materials 
	3,20,000

	Work-in-progress
	3,50,000

	Finished  goods
	2,60,000


 				
 (
[P.T.O.]
)

SECTION C – (2 × 15 = 30 marks)
Answer any TWO questions

20. What are the various functions of  financial manager? explain 
21. Explain the different types of  cost of  capital

22.  X Ltd has equity share capital of  `12,10,000 divided into shares of  `100 each. It wishes to raise further `6,00,000 for expansion. It has the following options:
Option A: By issuing equity shares only
Option B: `2,00,000 by issuing equity shares and `4,00,000 though Debentures @ 10% p.a 
Option C- `2,00,000 by issuing equity shares and `4,00,000 through preference shares.
Option D – by raising loan only @ 10% p.a. Estimated EBIT ` 2,25,000 suggest the best alternative.

23. Project X has an initial investment of  `3 lakhs. Its cash flows for five years are `90,000, `1,08,000, `90,000 `79,200 and `72,000. Discount rate is @ 10% 
Find (a) Discounted pay back period
	 (b) NPV 
	 (c) Profitability Index.
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