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M. Com. (Final) EXAMINATION, 2021
(Optional Group—B : Management)
Paper First

FINANCIAL MANAGEMENT
Time : Three Hours ] [ Maximum Marks : 100
Al gl Ul gl b IR QAN | Ui §HIE W Uh U BRAl
ARl 2 | |l URAl o 3 FHA g |
Attempt all the five questions. One question from each

Unit is compulsory. All questions carry equal marks.
sh ?3—1
(UNIT—1)

1. o a1 o gRumr | fa erl @ gefa der e @l
AT DI |

Define Finance Function. Discuss its nature and scope.

P.T.O.



[2] E-3081
3rerar
(Or)
Wl TS T UG WA @ Y @ R o) @) | &1 A
O TA T [AD B AT T 50,000) SUAE 8| P B TG

Mg P 3 e §

7 4 7o 9

G
®) ®)

1 15,000 5,000
2 20,000 15,000
3 25,000 20,000
4 15,000 30,000
5 10,000 20,000

QM fadedl a1 qeaied B :
(i) U-d® DRFS A & AR
(i) fa RfE R e 40 & SR |

Mehta & Co. is considering the purchase of a machine. Two
machines A and B are available each costing ¥ 50,000.

Earnings after taxation are expected to be as under :
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Machine A Machine B
Year
®) ®)
1 15,000 5,000
2 20,000 15,000
3 25,000 20,000
4 15,000 30,000
5 10,000 20,000

Evaluate the two alternatives according to :

(i)

Pay-back period method

(i)  Return on investment method (average investment).

TPhIE—2

(UNIT—2)

T IE B FHT DR 8g U SR BT FET o) BTel 8

gl ¢ | 3! Yol GRe feaq o

4

(i) | 9% Fo 6,00,000
(i) | 7% qai@R afw 2,00,000
(ifi) | T 39T (24000) 6,00,000
(iv) | ufaenRa ema 4,00,000
18,00,000

P.T.O.
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T 3 BT IR oI T 40 B | T 4 U 3 B R A AR
TR 8| FHAT @ AERT BRI TR 50% T | HEE DI
YRIfhd 3N NI B 0T HIFTT |

A company was recently formed to manufacture a product.

Its capital structure was as under :

3
(i) | 9% Debentures 6,00,000
(ii) | 7% Preference shares 2,00,000
(iii) | Equity shares (24000) 6,00,000
(iv) | Retained Earnings 4,00,000
18,00,000

The market price of equity shares is ¥ 40. A dividend of
T 4 per share is proposed. The company has a marginal tax
rate of 50%. Compute the weighted average cost of the
company.

3T

(Or)
@) ffEm ge=l fog od 99 o GO @ ara fed

JHR W A FEHd € ?

How do you measure the cost of capital in making

investment decisions ?
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I T TN A D U R A § ?

What is weighted average cost of capital ? What is the
rationale behind the use of weighted average cost of
capital ?

IPE—3

(UNIT—3)

AT R AR & g & ARAT DT | Y§= & folv gdd]
ST &1 9o BT iR gaa el R garRT Sifery |

Explain the principle of Trading on Equity. Discuss its utility
to the management and point out its limitations.

SVEH

(Or)

(@) foxig offavsr @1 8 ? g9 TUET b @ ol g ?

gdd YA 9gdigy |

What is Financial Leverage ? How is it calculated ?

Discuss its effects.

P.T.O.
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ffoad qalgae X @en Y &rfal 9 awie @

X Y
S1E U fagpa (5o 4) 40000 | 50000
IRad-eed o (R 397) R) 4 3
Rer @ma ) 1,20,000 | 1,25,000
EARNCICCIKING) 60,000 | 25,000
faspa 7o (fr 397E) @) 10 8
IqT D B MR W f=feiRad oM Sifo
(i) uRdTe i
(ii) fa<ir effawsr qon
(iii) FgF ol |
The following projections are related to companies
XandY:

X Y
Output and sales (units) 40000 50000
Variable cost (per unit) (%) 4 3
Fixed costs (}) 1,20,000 | 1,25,000
Interest burden on Debt () 60,000 25,000
Selling price (per unit) (%) 10 8
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[7]
On the basis of the above data, compute :

(i) Operating Leverage
(i)  Financial Leverage
(iii) Combined Leverage

IPIE—4

(UNIT—4)
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A AR B ARIT B U GReR AR AT B

IS Tedl BT MATIHD UG BITTY |

Explain the meaning of term ‘Dividend Policy’. Critically

examine the essentials of a sound dividend policy.

3Ferat
(Or)
@) frafaied w W fewfrt fafy
(i) @ ame
(i) GReR A AT & T
Write short notes on the following :
(i)  Stock dividend

(if) Essentials of a sound Dividend Policy

P.T.O.
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yed HfRad gaaT @ dlee] Aisd @ AR Ud
B P gHAT AW P Aglad aoR e iR

DI :

B D AT % 15 o
TR T 359
3T 3 DI T 100000
ESRRIRREIN] 10
fAfFRINT W 3 & R 12%

THH @ Fre] A T | @ M W 2 7 afe T,

I 9 AMel H S oMIEl A U @l B

a1fey ?

From the following information supplied to you,
determine the theoretical market value of equity shares

of a company as per Walter’s model :

Earning of the company
Dividend paid

No. of shares outstanding
Price-earning ratio

Rate of return on Investment

¥ 15 lakh

% 5lakh

100000
10
12%

Are you satisfied with the current dividend policy of
the firm ? If not, what should be the optimal dividend

payout ratio in this case ?
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(UNIT—5)
5. AR o, ‘T’ a%g @1 AT Fell § SR SHd Fedl ArTd
EERRISCREE

i 3T

®)

el el 160
LRI 60
IURY 120
ESACIEN| 340
A 60
EERIE 400

faRed e

(i) @ A G RIE A TF AR BT g |

(i) @re B AR ST AIE BT B € |

(i) NIR A BT Tih I Th 718 T 2 |

(iv) TSRl §RT Ued WRg Uh Al 3R EHl Bl ol
T g &1 A D 7 |

(v) WO @ PTaE H faew 11 g qo1 e @y
& T H TP AE B T

P.T.O.
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(vi) ST BT UH-AIATS 9N ThS S Ol € |
(vii) B T H T 50,000 ST B |
52000 SHIZAT & IcUIeT TR DI A gU BRI Yol B

HATRIDAT PT AFHTT T |

Shashi Ltd. manufactures product ‘X’ and a pro forma cost

sheet of it is as under :

per unit

®)

Raw Materials 160
Direct Labour 60
Overheads 120
Total Cost 340
Profit 60
Selling Price 400

Additional information :

(i) Raw materials are in stock on average for one month.
(i)  Works-in-progress on average half a month.

(iii) Finished goods are in stock on average for one month.

(iv) Credit allowed by suppliers is one month and that

allowed to customers is two months.
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(v) Lag in payment of wages is 1% weeks and in payments
of overheads is one month.

(vi) One-fourth of output is sold against cash.

(vii) Cash in hand is estimated to be ¥ 50,000.

Assuming a level of activity producing 52000 units, prepare

an estimate of working capital requirements.
JIdT
(Or)
@) @R GO0 @ e dH AGURT B AR DI |
S SarevT AR |

Explain the ‘Operating cycle concept’ of working

capital. Give suitable examples.
@ e ol & yawr &l He darsy |

Explain the importance of working capital

management.
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