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PART- A (10 × 2 = 20 Marks)
Answer any TEN questions.

1. Define Financial Management. 
2. What do you mean by financial leverage?
3. Define cost of debt. 
4. What are the sources of finance?
5. Explain the meaning of dividend. 
6. What is working capital? 
7. The cost of capital and the rate of return of investment of 
R Ltd. are 10% and 18% respectively.  The company
Has 5 lakh equity shares of RS.10 each outstanding and earnings per share are Rs.20.  Compute the market price per share and value of firm under Walter model, if the results as NO RETENTION.
8. What is meant by trading on equity?
9. What is under capitalization?
10. What is optimum capital structure?
11.   A project has an initial investment of Rs.2,00,000.  It will produce   
  cash flows after tax of Rs.50,000 per annum for six years   
  Compute the payback period for the project.
12. Name the various kinds of working capital.











PART - B (5 × 5 = 25 Marks)
Answer any FIVE questions.

13. Explain the objectives of financial Management?
14. The Project Y has an initial investment of Rs.5,00,000.  Its cash  flows for 5 years are Rs.1,50,000,Rs.1,80,000,Rs.1,32,000 and Rs.1,20,000. Compute payback period.
15. Describe the importance of cost of capital. 
16. From the following information Compute:
       a). Operating cycle,  
       b).Average working capital required, If annual cash operating   
        expenses are Rs.150 lakh.
Stock Holding- Rawmaterial-2 months,W.I.P-15 days, Finished goods – 1 month, Average debt collection period- 2 months Average payment period- 45 days.
17. The earnings per share of a company is 6. The cost of equity capital 
       is 10%. The rate of return on investment is 15%. Compute market  
       price per share under Walter model, if the payout ratio is 50%.
18. Explain the role of Financial Manager?
19. From the following information you required to estimate its    
      working capital requirements.
	Projected annual sales – Rs.9,00,000, percentage of net profit to    
       cost of sales - 20%, Average credit allowed to debtors – 1 month, 
       Average credit allowed by creditors – 2 months, Average stock 
       carrying(in terms of sales requirements)- 2.5 months.  Add 10%. to 
       allow for contingencies.









PART - C (3 × 10 = 30 Marks)
Answer any THREE questions
     20.   Explain the Importance of Financial Management?
     21.  Given below is the data of two companies: 
Particulars		 A Ltd. 		B Ltd.
Sales 			8,00,000 		7,00,000 Variable cost 		40% of sales 		40% of sales Fixed cost 		50,000 		60,000 Interest 		2,80,000 		1,60,000 Calculate operating leverage, financial leverage and total leverage of both the companies.
22.  You are required to follow the Net present value method if the     
        investment of Rs.10,000 (having scrap value of Rs.500) yields the   
        following returns 
	Year
	1
	2
	3
	4
	5

	CFAT
	4,000
	4,000
	3,000
	3,000
	2,500


The cost of capital is 10 % and assuming the P.V. factors for 1st,2nd,3rd,4th,and5thyear-0.909,0.826,0.751,0.683,0.620 respectively.

   23. The earnings per share of a company is Rs.14. The cost of equity 
        capital is 15%. The rate of return on investment is 20%. Compute 
        market price per share under Gordon’s model, if the payout ratio is
a) 40%  b) 60%  c) 20% 

  24.  You are required to forecast the working capital requirements from 
         the following information 
Annual sales 				13,00,000 
Net profit to cost of sales 		  	  25% 
Average credit allowed to debtors 		10 weeks 
Average credit allowed to creditors 	  4 weeks
Average stock carrying (in terms of sales requirements) 8 weeks 
Add 20% to allow for contingencies.
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