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Note : This paper is of Seventy (70) marks divided into two

(02) Sections A and B. Attempt the questions contained

in these sections according to the detailed instructions

given therein. Candidates should limit their answers to

the questions on the given answer sheet. No additional

(B) answer sheet will be issued.
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Note : Section 'A' contains Five (05) long answer type
questions of Nineteen (19) marks each. Learners are
required to answer any Two (02) questions only.

(2×19=38)
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1. Define Financial Management. Discuss the main objectives
of Financial Management.
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2. ABC company provides the following information :

Sales 1000 units @1000 per unit,

Variable operating cost Rs. 300 per unit and Fixed operating
cost Rs. 3,00,000.

Capital structure:

10% Debentures Rs. 10,00,000; 8% Preference share capital
Rs. 5,00,000, number of equity shares 10,000 (face value
Rs. 100) and corporate tax rate 40% and corporate dividend
tax rate 10%.

Calculate operating leverage, financial leverage and
combined leverage.

K-862 / MCM-604/MCM-201 [ 2 ]



K-862 / MCM-604/MCM-201 [ 3 ] [P.T.O.

��
� ��� 
!���� ��!����
��  "���� ��#$�� 
����� %&'

��(��)*+++�,
�,����-� )*+++��	���,
�,.�
��/�� �*������.����#
 ���#��#�0�� -� 1++� �	��� ,
�,.�2�&�� �34��� 5��� -� 1*++*+++

�"����  ����� '

)+� �	������ 67�� �8�� -� )+*++*+++

9� �	������ �"��.��
��� 2���� �":��� -� ;*++*+++

 ���� 2������� 
��  ����� )+*+++� <2��
�� �"=�� -� )++>� ���

!���� 2��� 
�� 
�� /�� ?+� �	�����*� 
!���� #�������� 
�� 
�
/�� )+� �	�������  ���#�� �����#�*� ������� �����#�� ����  ���
�
�����#��
�� 07����
�����

3. Explain clearly the meaning of cost of capital. How is the
weighted average cost of capital is computed ? Explain with
example.
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4. What do you mean by dividend policy? Distinguish between
stable and irregular dividend policies. Explain various factors
influencing dividend policy of a company.
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5. A company is considering the purchase of a machine. Two
machines A and B are available each costing Rs. 50,000.
Earnings after taxation are expected to be as follows :

Year Cash flows in Rs.
Machine A Machine B

1 15,000 5,000

2 20,000 15,000

3 25,000 20,000

4 15,000 30,000

5 10,000 20,000

Evaluate the two alternatives according to the following :

1. The Pay Back period.

2. Return on investment method.

3. Net Present Value Method ( assuming the discount rate
of 10%).

Year Present Value of Rs. l at discount
rate of 10% (discounting factor)

1 .909

2 .826

3 .751

4 .683

5 .621
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1 15,000 5,000

2 20,000 15,000

3 25,000 20,000

4 15,000 30,000

5 10,000 20,000
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1 .909

2 .826

3 .751

4 .683

5 .621
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Note : Section 'B' contains Eight (08) short answer type
questions of Eight (08) marks each. Learners are required
to answer any Four (04) questions only. (4×8=32)
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1. Functions of financial management.
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2. Factors effecting capital structure of a company.
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3. Discounted cash flow techniques of Capital Budgeting.
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4. Difference between gross and net working capital.
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5. Sources of long term financing.
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6. Need and significance of inventory management.
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7. Mergers and Acquisition.
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8. International Financial Management.
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