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CD-2047

B. Com. (Part IIT) EXAMINATION, 2020
(Old Course)
(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.
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“Finance is the lifeblood of Industry.” Elucidate this

statement with suitable illustration.
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Define Finance Function. Discuss its nature and scope.
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Define Capital Budgeting. Discuss its objectives and
importance.
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v 1 42,000 42,000
g 2 48,000 45,000
g 3 70,000 40,000
¥ 4 80,000 50,000
g 5 20,000 1,00,000
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Sunny Ltd. has to choose one of the following two
investment proposals. Both the proposals have to be
depreciated on straight line method. The tax rate may be
assumed to be 50%. The details are given below :
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Proposal 1 Proposal 11
®) ®)
Capital Cost 1,50,000 1,50,000
Cash inflows before tax and
after depreciation :
Year 1 42,000 42,000
Year 2 48,000 45,000
Year 3 70,000 40,000
Year 4 80,000 50,000
Year 5 20,000 1,00,000

Calculate Operating Leverage, Financial Leverage and
Combined Leverage from the following information and
also find new leverage if sales increase by 10% :

Which proposal should be accepted ? Use Pay-back
period as criterion for evaluation.
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Define Cost of Capital. How will you determine the cost
of capital from different sources ?
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Sales ¥ 2,00,000
Variable Cost 40% of sales
Fixed Cost % 60,000
10% Debenture $2,00,000
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What is the meaning of Capital Structure ? Explain the
theories of Capital structure.
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It is a proposal to start a business requiring capital of
% 10,00,000 and an assured return of 15% on investment.

Calculate the E. P. S. and suggest the best alternative if :

(1) The entire capital is raised by means of ¥ 100 equity

shares.

(i) If 50% capital israised from equity shares and

remaining 50% from 10% debentures.
Tax rate is 50%.
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Explain the meaning of working capital management.
Describe the various dimensions of working capital.
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A factory buys and uses a component for production at
% 10 per unit. Annual requirement is 2000 units. Carrying
cost is 10% p. a. of inventory and ordering cost is ¥ 40 per
order. The purchases manager proposes that as the
ordering cost is very high it is profitable to place a single
order for the entire annual requirement. He also says that
if we order 2000 units at one time we can get 2% discount
from the supplier.

Evaluate the proposal and make your recommendation.
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