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   CO BL 
Q.1(a) Give the scope of Financial Management highlighting the decisions of Finance 

Department of an organization 
[5] 1 1 

Q.1(b) Profit Maximization or Wealth Maximization? What is preferred objective of financial 
management and why? 

[5] 1 2 

     

Q.2(a) Prepare a Hypothetical Cash flow statement of  a company highlighting the treatment 
of Proposed and Interim dividend and transfer to General reserves under the respective 
activities.  

[5] 2 6 

Q.2(b) ABC Ltd has made the following estimations for the next year 
1. Total Assets employed =Rs. 10lakh 
2. Borrowed Capital =Rs 4 lakh     
3. Interest rate on borrowed capital =10% pa 
4. Gross Profit Ratio= 25% on sales 
5. Direct Costs =Rs 100000 
6. Other operating expenses= Rs 50000 
7. Sales Revenue= 350% on direct cost 
8. Number of equity shares are 6000 of Rs 100 each.  
9. Tax rate =30% 
Compute 
1. Net Profit Margin 
2. Asset Turnover ratio 
3. Return on Assets 
4. ROE 
5. EPS  

[5] 2 3 

     
Q.3(a) Explain the major determinants of working capital  decisions of the firm?  [5] 3 2 
Q.3(b) What is Operating cycle? What are its components and how is it computed?  [5] 3 3 

     
Q.4 A Co. is considering an  investment proposal to install a new machine of  Rs. 50 Lakh 

having a life expectancy of 5 years and no scrap value. Tax rate is 30 percent. Straight 
line method of depreciation is allowed. The following cash flows occur at the end of 
each year for five years 

Year Cash Flow before Depreciation and Tax 
1 1000000 
2 1069200 
3 1276000 
4 1346200 
5 2038500 

Compute: Payback period, ARR , NPV @10 required rate of return and Profitability 
Index.  
Which of them are modern techniques and what are their benefits over traditional 
techniques. Which technique will you prefer from above  to make a final choice had 
there been another choice of machine having a positive NPV?  

[10] 4 3,5 

     
Q.5(a) Discuss types of leverages and their Causes and Importance.  [5] 5 2 
Q.5(b) Differentiate between Net Income and net Operating Income approach of capital 

structure decision.  
[5] 5 4 
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