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Cand/dates are requ:red to give their answers in

their own words as faras pract/cable
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1. State whether the following statemvent's'are True’

~ or'False’: . 0 Ix6=5
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(a) Financial Management and Financia]
Accounting are same. | |
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() A perpetuity is an annuity for an infinite

number of years.
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(c) Capital Budgeting decisions are long-term

decisions.
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(d) Weighted Average Cost of Capital (WACC)

is the overall cost of capital of the firm.
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(¢) Dividend is a part of retained Earnings.
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What are the functions of Financial Manage-
“ment ? . -5
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What are the qualities of Optimum Capital

" Structure ? 5
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Answer any four questions of the following :

SR 15x4 = 60
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“Finance is the life blood of industry.” Explain this

statement in the context of the importance of

finance in business.
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ABC Ltd. is considering the purchase-of Machine.

" Two Machines X and Y are available inthe market -

- each costing ¥ 6,00,000. lnlcomparing the
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profitability of machines discount rate of 10%isto
be used. Profits after tax and before depreciation

are expectéd to be as follows :
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Year Machiné X Machine Y
Ei (wef= X)  (mEEY)
3 T
1 1,50,000 80,000
2 2,50,000 1,20,000
3 2,00,000 2,50,000
4 2,00,000 3,00,000
5 1,50,000 2,20,000

Calculate NPV of both machines and suggest
which machine would be more profitable

investment. The following are the present value

- factor @ 10% -

HD - 10413

(4)

Contd.
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Year Discounting factor

o @10%
1 0909
2 082
3 0.751
4 . 0683
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6. A company fssues 50,000, 73%, debentures.of
%100 each at a discount of 5% to be redeemed
after 10_ years ata premlum of 10%. The cost of

- issue a.mou.n;ts. t0¥ 50,000 Calelate cost of debt
be%ore tax and after tax assuming tax rate at 50%.
e ot 2100 SR 350,000, 7% T 5% T
w Frffir el 2 | T MR 10 7€ F T2 10%.
fiftrem w e s} | Frfr e = 350,000
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Mr. X deposits Z 1,00,000 in a cumulative deposit

scheme of a public limited cuompanyr,‘ The

interest is compounded half yearly @ 12%. The

duration of depositis 3years. You are required\to , :

calculate compounded value of deposit on

maturity.
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What the meaning of term ‘Dividend’ ? Mention

different types of dividends paid by the . :

companies.' ‘ )
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9. What is the meahing of Wor'king Capital ?
" Explain the factors affecting the working capital
requirement of a business.
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