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Note: No additional answer sheets will be provided.
Part – A 

Max. Marks: 10
Answer all the QUESTIONS
Define/Explain:
1. Time Value of Money

2. Capital Rationing

3. Operating Leverage

4. Gross Working Capital

5. Cash Budget

6. Stock Dividend

7. Motives for holding cash

8. Economic Ordering  Quantity

9. Average Rate of return

10. Dividends Vs Profit retention

Part – B 

Max. Marks: 50

ANSWER ANY FIVE. ALL QUESTIONS CARRY EQUAL MARKS.
1. Define Financial Management and discuss various decision functions of it.

2. Light Metal Ltd is considering two small investment proposals, A &B. The details are as follows:

	
	Proposal A (Rs.) 
	Proposal B (Rs.)
	PVF@12% per a rupee

	Investment Cost
	9,500
	20,000
	

	Estimated CFAT:
	
	
	

	Year 1
	4,000
	8,000
	0.893

	Year 2
	4,000
	8,000
	0.797

	Year 3
	4,500
	12,000
	0.712


Suggest the most appropriate project on the basis of NPV and Profitability Index, considering that the future inflows are discounted at 12%.

3. Sun Manufacturing Company has Equity share capital of Rs.5,00,000 (Face value @Rs.100 each). To meet the expansion programme expenditure, it wishes to raise Rs.3,00,000 and is having the following two options to raise the funds.

Option A: To have full money from the issue of Equity shares at the present face value.

Option B: To raise 10% debentures for the new finance as above. 

The company will have an EBIT of Rs.1,50,000 after expansion. If the company’s Income tax rate is at 50%, select the suitable plan to raise the required funds based on EPS at each option.

 P.t.o…

4. Explain the factors considered while determining the need for working capital requirement.

5. PQR Company is examining two credit policies. The proposals of credit and expected sales are given below:

	Policy
	Terms (days)
	Sales (Rs.)

	I
	90
	16,00,000

	II
	45
	14,25,000


The firm has a variable cost of 80% and a fixed cost of Rs.1,00,000. The cost of capital of the firm is at 15%. Evaluate the two proposals and recommend the better one. Year may be taken as 360 days for calculation purpose.

6. The following information relates to 3 companies. 
	
	A Ltd
	B Ltd
	C Ltd

	EPS  (Rs.)
	10
	10
	10

	IRR  (%)
	15
	10
	8

	K      (%)
	10
	10
	10


What is the Market value of the share under Walter’s Model if payout is Zero%, 40% and 80%? 

7.  Write short notes on the following: (5 marks for each)

a.
Write a proforma of EBIT/EPS statement with your own estimated figures. 

b.
Write the formulae of NPV and Profitability index and specify why profitability index is calculated as criteria to judge the viability of a project? 
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