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Paper First
FINANCIAL MANAGEMENT

Time : Three Hours] [Maximum Marks:100




Notes: Attempt all the five questions. One question
from each unit is compulsory.  All questions
carry equal marks.

I/Unit - I

1. 



P.T.O.
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"The goal of profit maximization does not provide an
useful criterion for measuring the success of business
operations." Explain the above statement in the con-
text of the basic objectives of financial Management.

/OR


A BRs. 1,50,000 
8% 


Asian Paints Ltd. is considering the purchase of a
machine. The machine A and B are available each
costing Rs. 1,50,000. 8% Discuount Rate is to be
used. Earning after taxation are expected to be as
follows:

  Cash inflow (Rs.)

Year Machine A Machine B

1 37500 25000

2 50000 62500

3 50000 50000

4 37500 50000
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5 25000 12500

 8% 


Indicate which machine would be more profitable?
Apply formula to get disconting factor @ 8%.

II/Unit - II

2. 


Define "Cost of capital". How will you determine the
cost of capital from different sources?

/OR




Following is the capital structure of Shyama Ltd. on
its basis compute weighted Average cost of Capital:

  

(Source) Amount (Rs.) Cost of Capital (Rs.)

(Debenture) 5,00,000 12%

P.T.O.
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(Preference shares) 8,00,000 8%

(Equity shares) 12,00,000 15%

(Retained Earning)5,00,000 15%

III/Unit - III

3.    


What do you mean by capital structure? Discuss the
factors influencing the capital structure of a company.

/OR







 

 

 

The installed capacity of a factory is 1600 units.
Actual capacity used is 800 units. Selling Price per
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unit is Rs. 10, variable cost is Rs. 6 per unit. Calcu-
late the operating leverage in each of the following
three situations:

(1) When fixed costs are Rs. 800.

(2) When fixed costs are Rs 2000.

(3) When fixed costs are Rs. 2400.

IV/Unit - IV

4. 


What are the essentials of an equitable dividend
policy? Briefly explain the various types of dividend.

/OR




Explain relevant and irrelevant concept of dividend
policy with adequate example.

V/Unit - V

5. (Explain the following)

P.T.O.
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Cash Management and its various steps.

 

Various technique of inventory management

/OR




  

  

  



(i) 




(ii) 


(iii) 
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(iv)  



(v) %






The following data have been taken from the financial
records of Meenakshi Company Ltd.-

Raw material Rs. 40 per unit

Direct Labour Rs. 20 per unit

Overhead Expenses Rs. 5,40,000

The following additional information are also available:

(i) The management of company is planning to
manufacture 1,00,000 units in the coming year. The
selling price per unit will be Rs. 125. There is perfect

P.T.O.
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harmony between output and sales of the company
which is maintained throughout the year.

(ii) The average storage Period is 40 days for raw
material and 30 days for finished goods.

(iii) The company sells goods to its customers on 30
days credit and purchases raw material on 60 days
credit from its suppliers.

(iv) The duration of the production cycle in the com-
pany is 20 days and the needed raw material is is-
sued to the production department at the beginning of
each production cycle.

(v) 20% of the average working capital is kept as
extra cash from contingencies.

Assuming 360 working days in the operating
period, workout an estimate of the total requirements
of working capital for the company, using operation
cycle method.


