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B. Com. (Part IIT) EXAMINATION, 2020

(Optional Group A—Finance Area)
Paper First
FINANCIAL MANAGEMENT
Time : Three Hours
Maximum Marks : 75
Minimum Pass Marks : 25
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Attempt all the five questions. One question from each

Unit is compulsory. All questions carry equal marks.
SHIE—1
(UNIT—1)
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What do you understand by Business Finance 7 Discuss
the functions of the Finance Manager of a large

organisation.
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“Financial Planning is the key to successful business

operations.” Explain and discuss the basic characteristics
of Financial Plan.

FPE—2

(UNIT—2)
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o= or | Wi F
SR e (aut %) 10 10
w0 @1 A (%) 3,00,000 | 3,00,000
TR F1 Jfafead arTd () 24,000 32,000
TG W ARG e (%) 14,000 22,000
gy #oigdl § SFAG §9q () | 1,38,000 | 1,79,000
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X Ltd. wants to purchase one machine out of two

machines A and B. Following information are available in

respect of these two machines :
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Machine A Machine B

Estimated life (in year) 10 10
Cost of machine (3) 3,00,000 3,00,000
Additional cost of

supervision (%) 24,000 32,000
Additional cost of

maintenance (%) 14,000 22,000

Estimated savings in wages
per year (3) 1,38,000 1,79,000

Explain which machine is to be purchased on the basis of
pay-back period.
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Discuss and explain the salient features of the following
methods for ascertaining the profitability of capital
expenditure projects :

(a) Pay-back period method
(b) Return on investment method

THIE—3
(UNIT—3)
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What are the components of cost of capital ? What is the
cost of retained earnings ? How is the cost of new equity
share issues determined ?
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What is financial leverage ? How is it calculated ?
Discuss its effects.

FIE—4
(UNIT—4)
4 (3) IrfdercH ol wRE @ fRvan asd |
Narrate the features of optimum capital structure.
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Current operating income of X Ltd. is ¥ 4,00,000.
The company has ¥ 10,00,000 debentures of 10%
outstanding. Its cost of equity capital is estimated to

be 15%. You are required to :

(1) Determine the current value of the company

under traditional approach.

(i1) Calculate overall capitalisation rule as well as
leverage ratio both types (a) B/S and (b) B/V.

(11i) The company is considering increasing its
leverage by issuing an additional ¥ 5,00,000
debentures and using the proceeds to retire that
much amount of equity. As a result of

increased financial risk, K, is expected to go
up to 12% and K, to 18%. Would you
recommend this plan ?
3ar
(Or)
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Explain the relationship between capital structure and

value of the firm.
TRHIE—5
(UNIT—S5)
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What is meant by dividend ? Explain the different forms
of dividends.
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PIREL]
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Ram and Shyam who are willing to purchase business,
have consulted you and one point, on which you are asked
to advise them, is the average amount of working capital
which would need to be employed in the first year’s
trading.

You are given the ahead estimates and requested to
add 10% to your computed figure to allow for
contingencies :
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{a) Average amount of stocks :
Finished Goods
Raw materials

(b) Average credit given :
Home sales 6 weeks

Export sales l% weeks

{c) Lagin payment of expenses :

Wages l% weeks

Other expenses including

materials (one month)

Per annum

9
50,000
80,000

3,12,000
7,80,000

26,00,000

9.60,000

3,700
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