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M. Com. (Fourth Semester)
EXAMINATION, MAY-JUNE, 2022

(Optional–Specialization)
[Optional Group (B) : Management]

Paper B – I
FINANCIAL MANAGEMENT

Time : Three Hours] [Maximum Marks : 80

    
Note : Attempt all sections as directed.


(Section-A)

 
(Objective/Multiple Choice Questions)

(1 mark each)
    

Note- Attempt all questions. Each question carry 1 mark.

  

Choose correct answer.

P.T.O.
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1. 

(A)  

(B)  

(C)  

(D) 

Financing Decision is related to -

(A) Capital Structure

(B) Purchase of fixed assets

(C) Dividend distribution

(D) maintenance of accounts

2.   


(A)  

(B)  

(C)  

(D)  

Financial management came into existence as a sepa-
rate field of study from

(A) 19th century

(B) 21th century

(C) 20th century

(D) None of these
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    

(A)    

(B)    

(C)     

(D)  

Capital budgeting process starts

(A) With availability of capital

(B) With project evaluation

(C) With knowledge of project identity

(D) With execution

4.      

(A)  

(B)     

(C)    

(D)  

Which of the following is not a capital budgeting deci-
sion?

(A) Expansion Programme

(B) Acquisition of long term assets

(C) Replacement of an existing asset

(D) Inventory control

P.T.O.
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5.   

(A)   

(B)  

(C)   

(D) 

High cost of capital is the evidence of

(A) Low income of the business

(B) Too much risk

(C) Unbalanced capital structure

(D) All the above

  

(A)  

(B) 

(C)   

(D)  

Cost of capital refers to 

(A) Flotation Cost

(B) Dividend

(C) Minimum required rate of retrun

(D) None of the above
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7.    

(A)    

(B) 

(C) 

(D)  

The function of financial leverage is

(A) Effect of equity share capital on profits

(B) Analysis of effect of fixed charges bearing sources
of capital on profits

(C) Debt redemption

(D) Financial arrangement

8. 


(A)  

(B)  

(C)  

(D)   

The relationship between the operating income and earn-
ing per share is known as

(A) Financial leverage

(B) Operating leverage

(C) Composite leverage

(D) Working capital leverage
P.T.O.
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9.  

(A)  

(B)   +  

(C)   

(D)  

Financial structure means

(A) Long term fund

(B) Long term fund + current liabilities

(C) Excess of liabilities over assets

(D) None of these

10. 

(A)   

(B)  

(C)   

(D)  

Low gearing is justified

(A) During inflation period

(B) During trade recession

(C) During depression period

(D) None of these
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11.          
     

(A) 

(B) 

(C) 

(D) 

If equity share capital is Rs. 2,00,000, preference share
capital is Rs. 50,000 and debt capital is Rs. 50,000, it will
be called as

(A) Low gearing

(B) High gearing

(C) Normal gearing

(D) None of these

12.    100%  


(A) r > k

(B) r = k

(C) r < k

(D) 

According to Walter, firm should pay 100% dividend if

(A) r > k

(B) r = k

(C) r < k

(D) None of these
P.T.O.
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13.         
   

(A)   

(B)  

(C)   

(D)  

The dividend irrelevance theorem to share valuation was
propounded by

(A) James E. Walter

(B) Myson Gordon

(C) Modigliani and Miller

(D) None of the above

14.  

(A)   

(B)    

(C)  

(D) 

Which one of the following are sources of dividends?

(A) Current year's profits

(B) Past year's profits

(C) Money provided by the government

(D) all of the above
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15.    

(I) 

(II)   

(A) I

(B) II

(C) III

(D) III 
Dividend policy of a company mainly concerns with
I dividend payout and/or
II Stability of dividend

(A) Only I is correct

(B) Only II is correct

(C) Both I and II are correct

(D) Both I and II are incorrect

16.          


(A)  

(B) 

(C) 

(D) +
Net current assets method of estimating working capital
is based on

(A) Cash cost

(B) Credit policy

(C) Credit sales

(D) Borrowing + Rate of interest

P.T.O.
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17.       

(A)  

(B) 

(C)   

(D) 

Short term source of financing of working capital is

(A) Trade credit

(B) Reserves

(C) Issue of shares

(D) All of the above

18. 

(A)  

(B) 

(C) 

(D)  

Optimum working  cash balance is one where

(A) Transaction cost is lowest

(B) Opportunity cost is highest

(C) Total cost is minimum

(D) None of these
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19. 

(A)  

(B)  

(C)  

(D) 
Which of the following is not the purpose of holding
inventory?

(A) Reduction in ordering cost

(B) Benefits of cash discount

(C) Benefits of quantity discount

(D) All the above

20.    
       
 

(A) `

(B) `

(C) `

(D) 
Given: Total quantity required 8,000 units, quantity per
order 1,000 units, ordering costs Rs 40 per order, hence
total ordering cost will be

(A) `

(B) `

(C) `

(D) None of these

P.T.O.
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 

(Section- B)

 

(Very Short Answer Type Questions)

(2 marks each)

     
  

Note : Attempt any eight questions in maximum three
sentences. Each question carries 2 marks.

1.     

Define finance function.

2.      

Define cost of capital.

3.  

What do you understand by financial leverage?

4. 

What do you understand by capital Gearing?

5.  

What is Walter's formula?
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6.       

What are the main components of working capital?

7.   

What is the concept of 'time lag' in Cash Budget?

8. 

What is ordering cost?

9.      

Explain the Net Present Value method

10.    

State two essentials  of a sound dividend policy.

(Section - C)

  

Short Answer Type Questions)

(3 marks each)

          
  

Note : Answer any eight questions in about 75 words
each question carries 3 marks.

1.    

P.T.O.
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What is the modern approach of finance function?

2.  ` `
 `%
  

Cost of machine including installation charges `30,000,
old machine costing `8,000 was sold for `4,000 tax rate
50%. The amount of net investment, what will be?

3.     

Explain the formula of financial leverage.

4.   

What is optimum capital structure?

5.    

What are the assumptions of capital structure theories?

   ` 
    

If operating expenses are `1,80,000 and operating cycle
in a year is 2.25 then what will be the working capital?

 `
 

Given: Cash Turnover 6, Annual cash operating expenses
`1,80,000. What will be minimum cash balance required.
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    

Explain the A.B.C. Analysis.

        

Explain the relevance concept of dividend policy.

  `% 
 `


A company has issued 1,000, 7% debenture of `200
each. Cost of issue is `20 per debenture. Calculate cost
of capital.



Section D

  

(Long Answer Type Questions)

(5 marks each)

          
   

Note : Attempt all questions. Write answer in 150 words.
Each question carries 5 marks.

 


P.T.O.
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What should be the basic objective of financial manage-
ment in this modern era of corporations and companies?

    `6,00,000

  5 years

       `1,50,000

 30%

   

Cost of machine `6,00,000

Working life 5 years

Annual income before dep. & after tax `1,50,000

Rate of Tax 30%

Calculate Pay-back period.

   `   %   
  ` 


Ishani Ltd. wants to issue 8% debentures of `4,00,000.
Facevalue of debentures is `100. Calculate cost of capi-
tal after tax if issue of debenture at par.

      

Describe the pattern of leverage.
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 

What do you mean by low and high capital gearing?

       

Explain the Modigliani-Miller approach.

            
     

 `

 `

    %

 %

From the following information of A Ltd. determine the price
of equity share using Walter's Model.

Earning per Share `15

Dividend per Sahre `8

Cost of Equity Capital 15%

Required Rate of return an investments 20%

P.T.O.
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 
    

   

    `

   `

  

 `3

From the following information, find out the Economic
Order Quantity and the number of orders placed in the
year

Annual Consumption 6,250 units

Buying cost per order `60

Price per unit `10

Storage and carrying cost as a
percentage of Average Inventory `3


