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(1)  All questions in Section-I carry equal marks.

(2) Attempt any two questions in Section-I.

(3) Q.5 In Section-II is Compulsory.

SECTION -1

Write a short note on “Objectives of Maximization of Wealth.”

Explain the role of Financial Manager.

Explain Financial Risk and Business Risk.

Write a short note on “Bond Market.”

[Max. Marks :

Delhi University wants to purchase a Xerox Machine from two below mentioned
machines, each costing ¥ 50,00,000. An estimated life of each machine is 5 years.
There is no scrap value. Expected rate of return is 10%. The expected earnings

after depreciation and taxes for the Xerox machines are as follows :

Net Cash Flow

Year | Samsung Xerox | Canon Xerox | Present Value
Machine Machine @ 10%
1 600000 400000 0.9091
2 800000 800000 0.8264
3 400000 1400000 0.7513
4 3600000 3000000 0.6830
5 1000000 800000 0.6209

With the help of following methods, which Xerox machine would you advise to

purchase ?

(a) Net Present Value
(b) Profitability Index.
(B) Write complete note on Optimum Working Capital.
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4. (A) Taral Ltd has given the following information : 10

(B)

Type of Capital Book Value| Market Specific
®) Value ) Cost
Debenture 12,00,000 10,80,000 6%

Preference Share Capital 8,00,000 9,20,000 9%

Equity Share capital 16,00,000 24,00,000 14%

Retained Earning 4,00,000 6,00,000 10%

40,00,000 | 50,00,000

From the above information, find out the weighted average cost of capital using :
(1) Book Value Weight

(2) Market Value Weight

The following information has been given from the book of Pranjal Ltd :

Sales ¥ 60 Lakhs, Variable cost 70% and fixed cost ¥ 12 Lakhs includes 15%
interest on ¥ 30 lakhs debt. 10

Calculate : (1) Operating Leverage
(2) Financial Leverage
(3) Combined Leverage

Determine the additional sales to double its EBIT.

SECTION - 11

5. Choose the correct option (Any ten) : 10

(1)

ME-101

The formula of Return on investmentis .
(a) Net profit (before tax)/Total Investment
(b) Net profit (after tax)/Total Investment
(c) Total Investment/Net Profit

(d) None of the above
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Retained earnings is a fund without
(a) Discount (b) Interest

(c) Cost (d) None of the above

The only feasible purpose of Financial Management is

(a) Profit Maximization (b) Wealth Maximization

(c) Both (a) and (b) (d) None of the above

Higher the discount rate, the present value of future cash flow.
(a) Higher (b) Lower

(¢) Fixed (d) None of the above

The relation between profitability and risk is
(a) Positive (b) Inverse

(c) Absent (d) None of the above

Current Yield is equal to

(a) Interest/Price (b)  Annual interest/Price

(¢) Interest/Yield (d) None of the above

Minimum proportion of the current assets is known as working capital.
(a) Regular (b) Flexible

(c) Seasonal (d) None of the above

is long term planning for making and financing proposed capital outlay.
(a) Planning (b) Leverage
(c) Working capital (d) Capital budget

A project costing % 2,00,000 and having annual cash inflow of ¥ 40,000 for 8
Years. Its payback period is .

(a) 3 Years (b) 4 Years
(c) 8 Years (d) None of the above
7 P.T.O.



(10) Net Income approach is presented by
(a) M.J. Gorden (b) Modigliani miller
(c) Elli Swartz (d) David Durand

(11) Walter’s dividend model suggests for 100% DP Ratio when
(a) Ke<r (b) Ke+1
(c) Ke=r (d Ke>r

(12) The function of Financial Manager is
(a) Procurement of finance (b) Estimate needs for Finance

(c) Distribution of the Finance (d) All of the above
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