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Note : This paper is of eighty (80) marks containing three
(03) 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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Section-A / GUls—d

(Long Answer Type Questions) / (€78 IT<1I T2

Note : Section ‘A’ contains four (04) long answer type
questions of nineteen (19) marks each. Learners are
required to answer two (02) questions only.
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1.
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gl
Explain the role and organization of ‘Finance
Functions’ in a business concern.

e G| E £ | B G G D G | GG
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Critically examine the Net Income and Net Operating
Income approaches to capital structure.

0ol WRET & Pg A giedv qur uRdTed 3
gREHI0T T FHIETHS WIS DI |

The X Company is attempting to establish a current
assets policy. Fixed assets are ¥ 8 lakhs and the firm
plans to maintain a 50% debt-to-assets ratio. The
interest rate is 10% on all debts. Three alternative
current asset policies are under consideration—40%,
50% and 60% of projected sales. The company expects
to earn 15% before interest and taxes on sales of ¥ 40
lakhs. X’s effective tax rate is 30%. What is the
expected return on equity under each alternative ?
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4. Enumerate the various methods for evaluation of
capital expenditure projects.

P! Bl 7= BT
Section-B / Yvs—Y

(Short Answer Type Questions) / (FF{J; SN 79)

Note : Section ‘B’ contains eight (08) short answer type
questions of eight (08) marks each. Learners are
required to answer four (04) questions only.
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Briefly discuss any four (04) of the following :

ffoRed # 9 fgl IR (04) W Herd # =@l DI

1. Cost of liquidity and Cost of illiquidity.

TRl 1 ST T 3F-TRerdl Dl ol |

2. Inflation and Financial Management.

eI e faxiig gewe |

3. Determinants of Dividend Policy.

e Hifg & e |
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4. The following details of X Ltd. for the year ended
31-3-2017 are furnished :

Operating Leverage
Financial Leverage

Interest charges per annum

Corporate tax rate

Variable cost as percentage of sales

3:1
2:1
T 20 Lakhs
50%
60%

Prepare the income statement of the company.

31-3-2017 Bl FAG 9§ & forv v forfics @1 faavor
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5. ABC Ltd. estimates the cost of equity and debt
components of its capital for different levels of debt-
equity mix as follows :

3:1
2:1
320 g
50%

60%

Debt as % of Cost of Equity | Cost of Debt %
Total Capital % (before Tax)
0 16 12
20 16 12
40 20 16
60 24 20
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Suggest the best debt : equity mix for the company.
Tax rate applicable to the company is 30%. Show
workings in your answer.

Tl fofics o OOl # For-wwar () fem
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FOT
0 16 12
20 16 12
40 20 16
60 24 20
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Importance of adequate working capital.

o / aFa e GO a1 78 |

Importance of Economic Order Quantity.
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Features of Financial Management in a public sector
enterprise.
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Section-C / Yvs—TT

(Objective Type Questions) / (A& T)

Note : Section ‘C’ contains ten (10) objective type
questions of one (01) mark each. All the questions
of this Section are compulsory.

dlc . @ue v ¥ 79 (10) TS T A W g | I_e
T & forg Ua (01) 3 iR 81 39 wWve &
o g e €|
Indicate whether the following statements are True or False :
3T HIRTe 5 fr=feRad oM v & a1 oy
1. Baumol’s model of Cash Management assumes a
constant rate of use of cash.

Ahg JaT ®T dMIed Hied I8 AT © & Ads &
ST &) T ReR <X 2l 2

2. Risk in capital budgeting implies that the decision-
maker knows certainty of the cash flows.

Il goted & oifgw @ afm ? f6 folgedat @
RIbe Yarel @ ¥ 1 S 8T 2

3. Agency costs are those implicit costs which evolve out
of mismanagement of a firm.

Tol B o 98 Mfed MG € Wl Uh B @
GIIR W I BRll F |

4. Capital budgeting decisions are reversible decisions.

YT qoted fofy gfradt fofg 2 € 2
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Fill in the blanks :
R el @l qﬁ I

5.

The .......... of a company consists of time period
between the procurement of inventory and the
collection of cash from receivables.

foell dee @ 4 W Hg qul Uil
U be d GIIT S 9 GHY 37afe AlAferT B |

Finance which naturally arises in the course of
business is called as .............. :

o o W ©Y 9 a9’ & SRM A~ BT &
L) el Sl 2 |

Return on Capital employed is also known as ........... :

When an equity capital of a company exceeds its debt
capital, then such situation is called as .............. :

79 et R Bl 3t Yot 0T Yol @1 Tver Saret
Bl & af 99 Rafd @ Gl oIl 2 |

Indicate the correct answer-option :

IR B foly FEI fdded &1 AT DI -

9.

The efficiency of credit control procedures is indicated
by :
(a) Debtors Turnover Ratio
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(b) Bad Debts to Sales Ratio
(c) Creditors Turnover Ratio
(d) Fixed Assets Turnover Ratio

FO =T ufhanel @ qerd SRR ENE]
Bl & |

(8) <TRR aMad U

(@) oy Fo1 W [y SruTd

(@) oFER afad 3uTd

(€) vomdl gwfa fad U

Which of the following answer-option represents
maximization of Wealth of shareholders ?

(@) Sales maximization

(b) Increase in number of shareholders

(c) Market price of equity shares

(d) SENSEX

frfeiad § 4 dF-91 Aoy RSl & o7 @
AfpaH PR BT AN & 2

(@) faspa &1 e &

@ it @ der ¥ gfy B

(6) ¥ 3P @7 AR H e

(@) W
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