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Q.1 State following statements are True or False (Any Five)
a) 1) The goal of the firm should be to maximize earnings per 10 L1 CO1
share.
2) The long-run objective of financial management is to L1 CO1
maximize return on investment.
3) The dividends are not cumulative for equity L1 o))
shareholders, that is, they cannot be accumulated and
distributed in the later years. Ll
4) When Profitably index is greater than zero the project CO2
should be rejected
5) Time value of money indicates that, A unit of money L] O3
obtained today is worth more than a unit of money
obtained in future.
6) The time value of money is not a useful concept in L1 co3
determining the value of a bond or in capital investment
decisions.
b)  Answer the short questions (Any Five) 10
1) Whatis IRR? |3 CO4
2) Is there any cost of Retained earnings? Ll CO4
3) Define WACC? L1 COS5
4) What is operating leverages? L1 CO5
5) Define NPV. L1 CO6
6) Meaning of Combined Leverage? L1 CO6
Q.2 Answer the following
a)  Therole of finance manager is changing rapidly, contrast with o L2 CO1

traditional view?
OR
a)  Discuss Wealth and Profit maximization is the objective of 10 L2 COl

finance manager?
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b)

b)

b)

a)

b)

What is the balance in an account at the end of 10 years if Rs.
2,500 is deposited today and the account carns 4% interest if.

a) Compounded annually?
b) Compounded quarterly?

OR
Robert needs Rs.24,000 at the end of Year 7. Robert will make
seven end-of-year payments, with the first payment occurring
one year from today. You can treat this as an annuity and

" calculate the FV of this annuity at the end of Year

Answer the following
Why is the capital budgeting process such an important
process? Brief the methods of it?

OR
Calculate Pay back Period from Projects and Give comments?
A company has to make choice between two Projects namely A
& B. Initial Investment of Rs.1,3 5,000 and Rs.2,40,000
Respectively. The Annual income are as follows

Project )

Year A Project B
N 60000
\ 30000 84000

[ 5 | 84000 | 90000 o

o

2
! 3 \ 132000 )‘ 96000 \
4 | 84000 | 102000

Compare and contrast NPV & TIR method of Investment
Decision?

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

has to accept. the company’s cost of capitals 10% (Use Data of

Q.3a)

Answer the following ( any Two)

A company raised preference share capital 0f Rs.1,00,000 by the issue of
10% preference share of Rs.10 each. Find out the cost of preference share
capital when it is issued at (i) | 0% premium, and (if) 10% discount

Why do we calculate company’s cost of capital? W hat are the
uses and limitations of it?
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c)

A firm has the following capital structure and afier-tax costs for 10

the different sources of funds used

Source of Arntount Proportion | After-tax cost
Funds Rs. 5 o

Debt 15,00,000 25 5
Preference 12,00,000 20 10
liares 18,00.000 30 12
Equity Shares 15.00.000 25 T
Ié:;iiﬁ‘;i 60,00,000 100

Total

You are required to compute the weighted average cost of
capital.

Answer the following (Any Two)

What is meant by the term leverage? With what type of risk is 10
leverage generally associated?

10
A firm has sales of Rs. 10,00,000, variable cost of Rs. 7.00,000
and fixed costs of Rs. 2,00,000 and debt of Rs. 5,00,000 at 10%
rate of interest. Calculate the operating, financial and combined
leverages.

10

(i) Find the operating leverage from the following data;

Sales Rs. 50,000
Variable Costs 60%
Fixed costs Rs. 12,000

(ii) Find the financial leverage from the following data:
Rs. 25,00,000

Net Worth
Debt/Equity
interest rate

3/1

12%
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