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B.Com. (Part - III)
Term End Examination, 2017-18

Group - A
Paper - 1

Financial Management

Time : Three Hours] [Maximum Marks : 75
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pete i
Note : Answer all questions. All questions carry equal
marks.
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Define Financial Management. Briefly discuss
the salient features and functions of modem

financial management.
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“Financial Planning is the key to successful

business operations.” Explain and discuss the
basic characteristics of a financial plan of a
joint stock company.
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Define Capital Budgeting and discuss its
scope and importance.
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Shivaji Company Ltd. is considering the
purchase of a machine. Management does not
want to purchase a machine if its pay back
period is more than 3 years and its rate of
Return on imvestment is less than 20%.
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Two machines A4 and B are under
consideration. Cost of each machine is

¥ 1,00,000 and working life is 4 years. Scrap
value is ¥ 12,000 and ¥ 4,000 respectively.

Annual cash inflows are as under :

Machine 4 Machine B

Year ®) ®)

First 20,000 30,000
Second 30,000 40,000
Third 40,000 50,000
Fourth 80,000 50,000

Evaluate the two proposals and suggest as to
which machine should be purchased ?
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Define ‘Cost of Capital’. How will you
determine the cost of capital from different
sources ?

37dr / OR

407 BSP (7) (Continued)



(3)

T HH % U A R A drerd ¥
% < § AN fodim ofilaksl @i IO
Hifew 3R gqe foaa=m +IfST :

X y z
foraxo (%) ) )
Al A9 g 40,000 20,000 60,000

=0 (T 10%) 40,000 60,000 20,000
HHe o (EBIT) 8,000 8,000 8,000

A company has a choice of the following
three financial plans. You are required to

calculate the financial leverage in each case
and Interpret it :

X y z
Particulars (%) ) )
Equity Share Capital 40,000 20,000 60,000

Debt @ 10% 40,000 60,000 20,000

Operating Profit

(EBIT) 8,000 8,000 8,000
g8 / Unit-IV
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Define Capital Structure. Explain the factors
affecting capital structure.
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What consideration are kept in view while
deciding the Dividend Policy of a company ?
Explain with illustrations.
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“Management of working capital is a constant

headache for the financial manager of a
company.” — Comment on this statement and
critically examine the role of working capital

in the area of financial management.
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What is the importance of Inventory

Management for a business ? Write a note on
operating control of inventories.
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