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Note:    a)  No additional answer sheets will be provided.

          

b)  All sub-parts of a question must be answered at one place only, otherwise it will not be valued.

          

c)  Missing data can be assumed suitably.

ANSWER ANY 5 OUT OF 8 QUESTIONS. EACH QUESTION CARRIES 14 MARKS.

Bloom's Cognitive Levels of Learning (BCLL)

	Remember
	L1
	Apply
	L3
	Evaluate
	L5

	Understand
	L2
	Analyze
	L4
	Create
	L6


	
	 
	
	BCLL
	CO(s)
	Marks

	1.
	a)
	Explain the role of financial manager in firm’s decisions in relation to the present economic conditions.
	L3
	CO1
	[7M]

	
	b)
	Why the wealth maximization objective is considered as superior to the Profit maximization objective? 
	L5
	CO1
	[7M]

	
	
	
	
	
	

	2.
	a)
	Identify the steps in Capital Budgeting Process.
	L2
	CO2
	[7M]

	
	b)
	A manufacturing company is considering the establishment of new plant with Cash outflow of Rs 500000. Expected Cash flows before tax(CFBT) are Year 1 Rs 150000 Year 2 Rs 200000 Year 3 Rs 200000 Year 4 Rs 150000 Year 5 Rs 125000. Scrap value will be zero after its life of 5 years. The company follows straight line depreciation method and pays corporate tax of 25%. Its cost of Capital is 8%. Evaluate this proposal by using IRR technique.
	L3
	CO2
	[7M]

	
	
	
	
	
	

	3.
	a)
	What is Degree of combined leverage? How it is calculated?
	L2
	CO3
	[7M]

	
	b)
	A 5 year Rs 100 bond of a firm sold for net price of Rs 95. The rate of interest is 12 % per year. The bond redeemed at par on maturity. The firm tax rate is 30%. Compute the after tax Cost of bond.
	L3
	CO3
	[7M]

	
	
	
	
	
	

	4.
	a)
	Explain about Permanent and Variable Working Capital.
	L2
	CO4
	[7M]

	
	b)
	What are the components of Working Capital Cycle?
	L1
	CO4
	[7M]

	
	
	
	
	
	

	5.
	a)
	Prepare a Cash Budget with a suitable illustration.
	L6
	CO5
	[7M]

	
	b)
	Estimated Annual requirement of materials is 10000 units. Order cost per order is Rs 900. Carrying cost per unit is Rs 2. Calculate Economic Order Quantity (EOQ) and number orders required per year.
	L3
	CO5
	[7M]

	
	
	
	
	
	

	6.
	a)
	What are the forms of Dividend? Explain the advantages of Bonus Shares.
	L2
	CO6
	[7M]

	
	b)
	Explain the factors influencing the dividend policy of a firm.
	L2
	CO6
	[7M]

	
	
	
	
	
	

	7.
	a)
	 What is Annuity? How do you use Compound Value Factor for an annuity?
	L4
	CO1
	[5M]

	
	b)
	Compare the advantages and disadvantages Traditional and Discounted cash flow methods of Capital Budgeting. 
	L5
	CO2
	[5M]

	
	c)
	Define the Capital Structure. What are the elements of Capital Structure?
	L2
	CO3
	[4M]

	
	
	
	
	
	

	8.
	a)
	Briefly explain the factors influencing the size of working capital.
	L4
	CO4
	[5M]

	
	b)
	What is an Optimum Credit Policy? Explain the objective of Credit Policy.
	L2
	CO5
	[5M]

	
	c)
	EPS of a company is Rs 15. It has internal rate of return of 18% and the capitalization rate of its risk class is 12%. What would be the price of share as per Walter’s Model when the optimum payout is zero. 
	L3
	CO6
	[4M]
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