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Instructions: l) AII Questions are compulsory.

Q.l State follox,ing statements are True or False (Any Five)

a) l) The goal ofthe firm should be to maximize eaminBs per l0
share.

2) The long-run objective oflinancial management is to
maxitDize retum on iuvestment.

3) The dividends are not cumulative for equity
shareholders, that is. they cafiiot be accumulated and
distributed in the later vcars_

Whcn Profitably index is gleater than zero the proiect
should be rejected
Time value ofmone), indicates that, A unit ofmoncv
obrained toJay:. $ol1t nore litan a unit ofnoney
obra'ned in lulure.
Ihe tirne value ofmoney is not a useful concept in
determiuing the value ofa bond or in capital inveslment
decisions.

b) Ansrver the short questions (Ary Five)
1) What is IRR?
2) Is there any cost ofRetained earnings?
3) Define W^CC?
,1) What is operating leverages?
5) Define NPV.
6) Meaning of Cornbined Leveragc?

Q.2 Ansx,er the following
a) The role offinance manager is changing rapidly, contrast with

traditionel vie\'?

OR

a) Discuss Wealth and Protjt maximization is the objectivc of lO L2

finance manager?

4)

5)

6)

col



IJ,

What is tho balance in an account at the erd of 1C years if Rs'

i.iiio i. J.r".n"o aoay and the account earns 47o interest if'

a) ComPoundedannuallY?

b) CornpoundedquarterlY?

OR
Roherrncecl. R'2a,000al th(cndof YcarT Roben $ill mc\e

."r"n"i'a-ot-r.", pulmenls uilh the nr'i na)nenl occurrlng

i'"" t'*t ,r",ial.'r.'i ou can treat thi' a' an arrnuit) and

""l"i,i",",fr" 
fv of,lis annuity at the end ofYear

Ans\Yer the following
whv i.irl" 

"upitur 
rruigeting process such an impo ant

pro;ess? Briefthe methods of it?
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( alculate Pa\ back Period from Projecls '11d 
Ci\e commenlsl

i'.".r",, t"t',".,ke choice berrneen Lrno Projecls namcl) A

ai.i,ii,i^'l in'".,*""1 ofR'.' i5'000rnd R1 2 40 000

OR

ivelv. The Annual income arc as follows

Prolect
Proiect B

1 60000

2 30000 84000

3 I32000 96000

4 84000 102000

5 84000 90000

10 co3

b)

b)

Conpare and contrast NPV & IIR mefiod of Investment

Decision?
OR

Calculate NlV. From Project A & B, and advice which project

has to accept. the company's cost ofcapitals 10% (Use Data of

Q.3a)

Answcr the follo\Ying ( any TNo)

A..mDan\ Fised prelcrerrce .h,{e cap:Elo|fu 1 00 000 b1 thc issueol
', 

0; 
" "[f.i"*.1"* ""n 

. 1 0 $ch' I ind oul re cosl ol nr:lercnce shart

".nruil 
*nen ir i. i. '','",1a ti l0o "prnturr.and ' 

iir ICPodr-ount

Why do .r" 
""1"u1u," "ompany's 

cost ofcapital? What are the

Llses and limitations of it?
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b)



c) ,{ film has the followjng capital structure and allertax costs for
thc difle.ent sources offunds used

Source of

n,'.

After-tox cost

%

Debt

Preference
Shares

Equity Shares

Retained
Eamings

Total

15,00,000

12,00,000

18,00,000

15.00.000

60,00,000

25

20

30

25

100

5

10

1.2

tl

You -are required to compute the weighted avemge cost of

Answer the follo.wing (Any Two)

What is meant by the term leverage? With what tlpe ofrisk is
leverage generally associated?

A film has sales of Rs. I 0,00,000, variable cost ofRs. 7,00,000
and fixed costs ofRs. 2,00,000 and debt ofRs. 5.00.000 at Ioot
rate .Jf inreresl. Calculate the opcr ing. financial and combined

6;-finlthe op"rating tevemge from the fotiowing data:Sales Rs. 50,000
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Q.s

c)

a) t0

b)

10

l0
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Variable Costs
Fixed costs

f.i 
r flld il-e financial ter erage rrorn ,nc follo\ ing daia:

Ner Wonh Rs.25_00 000
3/t
12%

60%
Rs. 12,000

Debt/Equity
inlerest rate

m


