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PART-A

Answer any Five Questions 5 x 3 =15 Marks

Each Question carries Three (3) Marks
Each Answer should not exceed One (1) page

Objectives of Financial Management
Time Value of money
Operating cycle
EOQ Model
Rates of Return
Cost of capital
Retained Earnings
Low pay out and High pay ocut
PART-B
Answer afl Questions

Each Question carries Fiffeen (15) Marks
Each Answer should not exceed six (6) pages

4 x 15=60 Marks

What is capital Budgeting? Explain about the discounted cash flow techniques.
(OR)

Ambience company has to select one of the following two projects (Rs)

Cost Project A

55,000

Project B
50,000

Cash inflows
Year 1
2
3
4

30,000
10,000

5,000
25,000

5,000

5,000
10,000
50,000

Using the Internal Rate of Return method suggest which project is preferable.

What is working capital? Explain about various determinants.
(OR)
The Finance Department of Modern Textile Corporation gathered the following
information:
(a) The carrying costs per unit of inventory are Rs.10.
(b) The fixed costs per order are Rs. 20.
(¢) The number of units required 30,000 per year.
(d) The variable costs per unit ordered is Rs. 2.
(e) The purchase cost price per unit is Rs. 30.

Determine economic order quantity, total number of order in a year, the time gap
between the two order and total costs of ordering and carrying the inventory.
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| 3. Differentiate between operating and Financial Leverage.
(OR)

14. What do you know about financing decision? Differentiate between relevance and
irrelevance approaches.

15. Pullman Engineering Company is planning to float equity shares worth Rs. -

5,00,000. The Company’s equity shares are presently selling at Rs. 40 a share. The .

Company has been paying dividends during the last five years at the foilowing

rates:

Years Dividend (Rs.)
2001 5.50
2002 5.90
2003 6.20
2004 6.50

| 2005 7.00

Determine the growth rate in dividends and calculate the cost of equity capital.
(OR)

16. Differentiate between Walter and Gardon models of dividend decisions.




