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The figures in the right-hand margin indicate marks.

Candidates are required to give their answers in their
own words as far as practicable.

1.  Answer any ten questions: 1x10=10
@~ WS eeas Ted wie ¢
a)  What do you mean by cost of capital?
T T TS (R 2
b)  What is meant by trading on equity?
337307 Tofa N Fece @RI

c)  What is variable working capital?

ARREAR FRFT oA F1 2
d) What is Accounting Rate of Return?

Accounting Rate of Return f?
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g)

h)

i)

k)

D
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What is debenture?

Yelofg 52

What is Profitability Index?
PRIRIRIRIC S

What is price-earning ratio?
PGIECIRESE SRS

What is pay-back period?

oM S ARG TS 2
What is net present value?

Net present value JeTCo J @RI?
What is negative working capital?
HSE PR L 00 (@RI
What is primary financial market?
g i qeE e

What do you mean by risk?

A @IS N @RI2

What is over-capitalisation?
e e

When a firm is considered growth firm?

U G0 T ST oI T 2
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Answer any five questions:

What do you mean by average investment?
sfe Rfaaiel w@ice I @Rie
2x5=10

@~ oo amF Tex wie ¢

a)

b)

g)

h)
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What do you mean by optimal capital structure?
I e O FIe I @RI

What do you mean by capital employed?
RiF@ifee e we @RI

What do you mean by Tax shield?

T4 eferaly 7l T0e @RI

What 1s cash dividend?

M TR e

What is Financial Management?

wifd R Fe

What is retained earnings?

SRCe SR S @R

What is Weighted Average Cost of capital?
RIS T YA T e

What is cash inflow from a project?

@IEN 28FF (A 9% 9L &9iE @0 F QR
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Answer any two questions:

5x2=10

@~ wfo deaw Ted wie ¢

3.
a)
b)
c)
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Explain briefly the relevance of time value of

money concept in financial management.

oifdF AT GIFE TRAET AP
HCFCo I /AN

Distinguish between NPV and IRR method.
NPV ¢ IRR “&fex sy Al ey w1

Xavier Ltd. has Net Operating Income of
Rs.3,60,000. Its total investment in assets
Rs.20,00,000. If the Co. desires to raise debt
than cost of debt will be 12% p.a.

Using Net Operating Income (NOI) approach
compute the (i) Total value of the firm; (i1) Value
of shares; (iii) the cost of equity under the

conditions of—
1)  There is no debt
i1)  There is debt of Rs.6,00,000

overall capitalisation rate is 15%.

(FUE oM wB4y) |
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4.  Answer any one question: 10x1=10

@@ @6 AEF Ted wie ¢

a)

b)

660/Comm

Discuss the Gordon's model relating to

Dividend decision.

e A AE® Gordon's WCTHAT  SCEAIBI
4|

Data of two companies engaged in the same line

of business are given below:

A Ltd. B. Ltd.
Sales 6,00,000 13,00,000
Variable cost 3,00,000 5,00,000
Fixed cost 2,50,000 5,00,000

You are required to calculate the degree of
operating leverage for the two companies, also

make comments.
(3Gl oM wea) |

Rustam Ltd. wants to purchase to a new machine
costing Rs.1,00,000 the scrap value of which
will be Rs.10,000 after 5 years. Expected sales

and other expenses are:
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Year | Sales Variable Fixed Expenses
Expenses excluding
depreciation
Rs. Rs. Rs.

1 50,000 20,000 5,000

2 40,000 16,000 5,000

3 60,000 24,000 5,000

4 70,000 28,000 5,000

5 50,000 20,000 5,000
Calculate cash inflows for 5 years and NPV
when cost of capital is 10%.

Year 1 2 3 4 5

P.V. factor at 10% [0.909 |0.826| 0.751| 0.683 [0.621
(B & wE) | 7+3=10
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