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Candidates are required to give their answers in
their own words as far as practicable

- COM-304.1

1. Answer any fwo questions from the follo-
wing : 2x2

(a) What is the relationship between Degree
of Operating Leverage and Margin of
Safety ? Explain the relationship.
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(2)

(b) How istotal leverage obtained from opera-
ting leverage and financial leverage ?

(¢) How is present value of Rel to be received
at the end of year 2, computed ? Are
discount rate and interest rate same ?

(d) Compare cash credit and bank overdraft.

2. Answer any fwo questions from the follo-
wing: ' 4x2

(a) Prove, for a company which does not
use preference share capital in its capital
structure, that Degree of Financial Leve-
rage is Earnings before Tax divided by
Earnings before Interest and Tax.

(&) Isthe cost of reserve zero ? Explain your
answer.

(¢} Aredeemable debenture has a maturity

of years, ‘T’ stands for corporate tax rate
and ‘t’ stands for time. Give a model for
determining the after-tax cost of debt (K,).
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(d) Discuss the scope of financial manage-
ment.

. Answer any one questicn from the follo-
wing : 8x1

(a) Evaluate Sharcholders’ Wealth Maximiza-
tion as an objective of Financial manage-
ment.

(b) Discuss in brief the different long-term
sources of finance to a firm.

COM-304.2

- Answer any two of the following questions :

2x2

=

(a) What is capital budgeting ?

(b) Distinguish between Gross Working
Capital and Net Working Capital.

(¢) What do you understand by dividend
policy ?
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(d) What is sundry debtor ?

S. Answer any two of the following questions4:
x2

(a) What is the net present value (NPV) of
a project ? Do you think that the NPV
method of capital budgeting is a rational
method of project selection 7

(6) What do you understand by Economic
Order Quantity (EOQ) ? What are the
different types of costs associated with
EOQ ?

(¢) State the features of capital budgeting
decision.

(d) What are the assumption of Walter model ?

6. Answerany one from the following : 8x1

(a) (/) What do you mean by operating
cycle ? Hlustrate with the help of a
diagram.
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(3)

(77) Determine total current assets and net
working capital of a business from
the following information :

I.  Stock:
Raw materials I20lac
W-I-P T101ac
Finished stock ¥S5lac
H. Debtors T15lac
II1. Cash in hand 0.501ac
-IV. Cash at Bank T1.501ac
V. Creditors I4lac -
VI. Salary outstanding <2lac
VIiI. Short-term loan T1lac
VIII. Long-term Bank loan ¥ 3 lac
IX. Net profit T 6 lac
X. Machinery T12lac

(b) Mr. Roy is considering one project in which
the required initial investmentis Rs.
16,00,000. The project has an estimated
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(6)

life of 5 years. The projected net cash
inflows for 5 years are as follows :

Year Project net cash
inflows(Rs)

4,00,000
6,00,000
5.00,000
4,00,000
5,00,000

h W BN e

The cost of capital of Mr. Roy is 10%.
Calculate the net present value (NPV) of
the project and state whether it is accept-

able.
P.V. of Rel at 10% rate :

yr-1 yr-2 yr-3 yr-4 yr-5
0.909 0.826 0.751 0.683 (.621

[ Internal Assessment — 10 Marks |
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