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Note : This paper is of seventy (70) marks containing
three (3) sections A, B and C. Learners are required
to attempt the questions contained in these sections
according to the detailed instructions given therein.
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Note : Section ‘A’ contains four (04) long answer type
questions of fifteen (15) marks each. Learners are
required to answer two (02) questions only.
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Critically examine the functions and importance of
financial management.
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The following is the capital structure of X Ltd. :

Sources 3 Cost
Debentures 3,00,000 4%
Preference Shares 1,00,000 9%
Equity Shares 6,00,000 12%

X Ltd. needs to raise ¥ 6,00,000 next year and its
retained earnings are expected to be ¥ 2,00,000. The
company proposes to raise funds roughly in
proportional manner. Assume that the company incurs
a floatation cost of new equity shares equal to 10%.
Find out weighted average cost and marginal cost of
capital.
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What is Capital Budgeting ? Compare and contrast
Internal Rate of Return and Net present value as
methods of capital Budgeting.
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What do you mean by ‘Gross’ and ‘Net’ concept of

working capital ? What factors should be considered
while estimating the working capital ?

SR Yol B Whe’  ‘YE' IRV Y AT Rl
wed & ? e GO @1 oAH o W fae
HRGT BT & § g1 MY ?

Section-B / Yvs—Y
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Note : Section ‘B’ contains eight (08) short answer type
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questions of five (05) marks each. Learners are
required to answer six (06) questions only.
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Briefly discuss any six of the following :
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Explain the essential elements of International
Financial Management.
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What are the various short-term sources of finance ?
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B Ltd. belongs to a risk class for which the appropriate
capitalisation rate is 10%. It currently has 1,00,000
shares selling at ¥ 100 each. The firm is contemplating
the declaration of ¥ 15 as dividend at the end of current
financial year. What will be value of share if dividend
is not declared ? What will it be if dividend is
declared ? Answer these on the basic of Modigliani-
Miller model and assume no taxes.
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Write notes on ‘Trading on Equity’ and ‘Capital
Gearing.’
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Explain the concept of operating leverage and financial
leverage.
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Explain the salient features of stable dividend
policy.
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What are the objectives of receivables management of
the firm ?
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Explain the various steps of cash management.
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(Objective Type Questions) / (@& T)

Note : Section ‘C’ contains ten (10) objective type

questions of one (01) mark each. All the questions
of this section are compulsory.
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Write True/False against the following.
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Financing decision is related to purchase of fixed
assets.
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The meaning of Capital Budgeting is planning and
control of capital expenditures.
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If earning per share on equity shares is 1.5 and market
value of share is ¥ 15, cost of capital will be 10%.
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Low gearing is justified during inflation period.
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Sound dividend policy is based on symmetry between
investment of profit and distribution of profit.
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Excess working capital is evidence of Advanced credit.
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Optimum working cash balance is one where
transaction cost is lowest.

el B Ahe AT BT 8; S8l FIgR AN
SERICIE BT




[7] M. Com-04

9. Overcapitalisation occurs when Actual rate of earning
> current rate.
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10. Motives for holding the cash in a business are
compensative.
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