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SECTION - A

Answer any five questions in this Section. Each question carries 3 marks.

1. Define "Financial Management".

2. Lay down the characteristics of P2P lending.

3. Projects X and Y are having initial investments of T 50,000 and T 1.00,000
respectively. Their present values of cash inflows are { 60,000 and { 1,12,000.
Determine ihe profitability indices of both projects. Advise which is the best.

4. State the assumptions of the Pecking Order Theory.

5. Define "cost of capital". State its significance.

, 6. Annuity received t 5,000 p.a. Calculate the present value of the annuity received
tor 4 years: if the discount factor is 6%. (5x3=1S)

SECTION _ B

Answer any three questions in this Section. Each question carries 5 marks.

7. Distinguish between systematic risk and unsystematic risk with examples.

8. Define "Crowd Funding". Discuss its need and significance.

9. What were the assumptions of Walter's dividend model ?

P.T.O.
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Original cost

Additional investment in net working capital

Estimated life in years

Estimated salvage values

Average income tax rate
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Machine A (T) Machine B ({)

56,125 56.125

5,000 6.000

55

-2,

10. Determine the ARR from the following data of 2 machines A and B.

3,000

55%

3.000

55%

36,975
Total income for 5 years (after Depreciation and rax) 36,g75

Depreciation has been charged on the straighi-rine basis arreadv.

11' A 5 yeart 100 debenture of a firm can be sold fora net price of T g6.50. Thecoupon rate of interest is 14"/o p.a. and the debenture will be redeem ed @ 5./"premium on maturity' The firm's tax rate is 4a%. Compute the after-tax cost ofdebentures. '- -'-- -' 
(3x5=15)

SECTION - C

Answer any three questions in this Section. Each question carries 10 marks.

12' Define "optimum capital structure". Elaborate on the factors influencing thecapital structure of a firm.

Differentiate between profit maximisation and wealth maximisation in detail.

Define'working capital". State its importance. Summarise the factors influencing
the working capital need in a firm.

15' What are the advantages of a stable dividend policy ? ouline the factorsdetermining the 'dividend decisions, oi a firm.

13.

14.
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'1C Determine the ARR f rorn the ioilo'a;ing iata of 2 machines A and B

Machine A (t)
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Machine B (ii

56, i 25

6,000

tr
J

3,00G

55o "

36.875

Origina! cost

Additional investmert in "ei \,vorKirlg 3aCttal

Esiimated life in years

Estimateci salvage val..res

Average Inccrne tax rate

56,1 25

5.C00

6

3 000

55'.

Totai rncome for 5 years (after Depreciation and Tax) 36.875

Depreciation has been charged on the straight-line basis alreacly.

1i. A 5 year t 100 debenture of a firrn can be sold for a net price of ? 96.50. The
coupon rate o{ interest is 14% p.a. and the debenture wili be redeemed @ 5o''5

premium on maturitv. The iirm:s tax rate is 40%- Cornpute the after-iax cost of
debentures.

SECTTON _ C

. rswer any three questions in this Section. Each

12. Define "optimum capital structui'e". Eiaborate
caoiiai structure of a firm.

(3x5=15)

13. Differentiate bet'oreen profit maxirnisation and u;ealth maximisation in detail.

14. Define ''r,vorkino capital". State its imporlance. Sumrnarise the factors influencing
ihe u.rork!ng capital need in a firm.

15. What are the advantages of a stable dividenc pclicy '/ Outiine the factors
determining the 'dividend decisicns' of a firm,

questicn carries 10 marks.

on tlie factcrs influencing the


