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PART A — (10 X 1 = 10 marks)

Answer ALL questions.

shoose the correct answer :

“he primary goal of Financial management is

1) Sales maximization
b) Profit maximization
2) Assets maximization

d) Wealth maximization

What do debentures indicate?

(a) Long term borrowings of the company
(b) Short term borrowings of the company
(¢) Director’s share in the company

(d) Investment of equity shareholders

Dividend declared by a company must be paid in
(a) 20 days (b) 30 days

(c) 32 days (d) 42 days

The word dividend is derived from Latin term
(a) Dividendum (b) Dividen

(¢) Divium (d) Divien

Prepaid expenses should appear in
(a) Assets (b) Liability

(¢) Revenues (d) Expenses

Any difference in trial balance transferred to
(a) Capital Alc (b) Suspense Alc

(c) Current A/c (d) Trade A/c
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11.

12.

13.

14.

The financial statement that provides details
about the financial position is

(a) Balance sheet (b) Income statement

(¢c) Cash flow statement(d) Fund flow statement

EOQ stands for

(a) Economic Order Quantity
(b) Equipment Order Quantity
(c) Essential Order Quantity

(1) Enlist Order Quantity

Working Capital Ratio

(a) Working capital / Sales
(b) Working capital / Assets
(¢c) Current Assets/ Sales

(d) Current Assets / Current Liabilities

Capital Structure is mentioned in the company’s
(a) Trading account

(b) Profit and Loss account

(c) Balance sheet

(d) Profit and Loss appropriate account.
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PART B — (5 x 5 = 25 marks)

Answer ALL questions, choosing either (a) or (b).

Each answer should not exceed 250 w.ords.

(a) State the  importance of  Financial
Management.
Or
(b) Define  Capital budgeting. Give  its
significance.

(a) State the differences between gross working
capital and net working capital.

Or
(b) Define current assets and current liabilities
with suitable examples.

(a) Distinguish between Shares and Debentures.

Or

(b) Furnish the meaning and features “of

debentures.

(a) Give a brief note on dividend policy.

Or

(b) Write' in brief any two types or forms of
dividend.
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15. (a) Mention the importance of Break-Even
analysis.

Or
(b) Bring out the advantages of Ratio analysis.
PART C — (5 x 8 = 40 marks)
Answer ALL questions, choosing either (a) or (b)
Kach answer should not exceed 600 words.
16. (a) Explain the Capital budgeting techniques.
Or

(b) (1) Write a note on the concept of Cost ol
capital.
(i) A project requires an outlay of Rs. 50,000
and vields annual cash inflow
Rs. 12,500 for 7 years. Calculate the
payback period for the project.
17. (a) Discuss the various factors affecting working
capital.
Or
(b) Calculate the economic order quantity from
the following information :
Consumption of materials per

annum = 10,000 kgs

Order placing cost per order = Rs.25

Cost per kg. of raw material = Rs.2

Storage costs = 4% on average
inventory
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18. (a) Explain in detail any two theories of capital
structure.

Or
(b) State the advantages of debentures.

19. (a) Explain the factors affecting the dividend
policy of a company.

Or

(b) Explain in detail the Modigliani and Miller
(MM) approach.

20. (a) Write in detail any two types of profitability
and Turnover rations.

Or

(b) (i) Calculate the Gross Profit ratio from the
following figures :

Rs. Rs.
Sales 1,00,000 Purchases 60,000
Sales returns 10,000 Purchases returns 15,000
Opening stock 20,000 Closing stock 5,000

(i1) A company declares dividend at 20% on
its shares, each having a paid-up value of
Rs. 8 and market price of Rs. 25.
Calculate the dividend yield ration.
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