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PART A — (5 x 3 = 15 marks)
Answer any FIVE questions.
Each question carries 3 marks.
Each answer should not exceed 1 page.

What are the limitations of profit maximization?

e

Discuss the concept time value of money.

'What is capital rationing?

 Discuss the ARR method.

I—I‘my— &o you measure the cost of Debt?

Distinguish speciﬁc cost from overall cost.

‘What is operating cycle?
. Discuss the Walters dividend model. -

PART B — (4 x 15 = 60 marks)
"~ Answer ALL questions:
Each question carries 15 marks.
Each answer should not exceed 6 pages.

* Discuss the meaning, scope and functions of Financial Ma_nage'ment.'

Or .
Explam why the obJectlve of wealth max1m1zat10n is superior the profit maximization
objective.
Discuss the NPV and IRR methods w1th acoeptance criteria.

Or

A company is faeed with the prbblem of choosing between two. mutually exclusive projects
Project X requires a cash outlay of Rs. 1,00,000 and cash running expenses of Rs. 30,000 per
year. On the other hand project Y requires a cash outlay of Rs. 1,50,000 and running
expenses of Rs. 20,000 per year. Both the projects have a eight year life. Project X has a

- galvage value of Rs. 4,000 and project Y has Rs. 14,000. The company’s required rate of
' return is 10%. Assume the corporate tax rate is 50% and the depreciation of the project ia on
~ straight line basis. On a differential basis which project should be accepted?
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What is leverage and how do you compute the different leverages.

Or
Reliance manufacturing company has the following _capifal structure. |
200000 Eqﬁity gshares - 20,00,000 ‘
Reserves o 10,00,000 L
' 15% debentures 15,00,000 e
10% Preference capital 5,00,000 |
' | 50,00,000

o Compute WACC based on existing capital structure. The market price of the companies

15.

-16.

share is Rs.60. The company is to pay .a dividend of Rs. 4 per share next year and the

: d1v1dend will grow at 10% per year. The tax rate is 50%.

What are the types of dividends and dxscuss the factors of d1v1dend pohcy of a ﬁrm"

-

Or

A proforma cost sheet of a company provides the following particulars.
Elements of cost Amount per unit.

| Rs.
Raw materials 60
Direct labour 40
Overhead _ 80 _ o
, Total cost o180 e
. Profit /Y S 4
- |  Selling price 200 |

- The fo}lowmg further partxculars are avaﬂable

Raw materials are in stock, on average, one month; Materials in process (completmn stage,

- 50 per cent), on average, half a month; finished goods in stock, on average, one month.

Credit allowed by supphers is one month; Credit allowed to debtors is two months, Average
time - lag in payment of wages is 1.5 weeks and one month in overhead expenses; one-fourth
of the output is sold against cash, cash in hand and at bank is expected to be maintained at
Ra. 3,00,000. : :

You are required to prepare a statement showing the workmg capital needed to ﬁnance a

level of activity of 1,04,000 units of production. You may assume that production is carried on

. evenly throughout the year, and wages and overheads accrue sxmxlarly




