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TILAK MAHARASHTRA VIDYAPEETH, PUNE 
MASTER OF COMMERCE (M.COM.) (EXTERNAL) 

EXAMINATION : MAY - 2015 
FIRST SEMESTER 

Sub: Financial Management (MCA - 112) 

Date: 19/05/2015 Total Marks :60 Time: 2.00 pm to 4.30 pm 

Instructions:    1) All questions are compulsory. 

 2) Figures to the right indicate full marks. 

Q.1 Answer the following questions. (Attempt any two)  (32) 

1 From the following budgeted data, forecast the cash position at the end of April, May and 
June 2014. 

Month Sales Purchase Wages Miscellaneous Expenses 
February 1,50,000 80,000 10,000 5,000 

March 1,60,000 1,00,000 12,000 6,000 

April 1,00,000 1,10.000 18,000 7,000 

May  1,20,000 1,16,000 10,000 6,000 

June    90,000    90,000 12,000 6,000 

Additional Information :-  

i) Sales :- 20% realised in the month of Sales, discount allowed 5% balance realized equally 
in two subsequent months 

ii) Purchased :- Paid in the month following the month of supply  

iii) Wages :- Paid in the following month. 

iv) Miscellaneous Expenses :- Paid a month arrears 

v) Rent :- Rs 1,000 p.m. paid quarterly in advance due in April 

vi) Income from Investments:- Rs 5000 received quarterly, i.e. April, July,  etc. 

vii) Cash in hand :- Rs  5000 on 1st April 2013. 

 

2 A firm has sales of Rs 20,00,000 variable cost of Rs. 10,00,000 and fixed Cost Rs 2,00,000. 
Capital of company is also consisting of debts of Rs 10,00,000 carrying interest rate of 10%. 

i) Calculate the operating , financial and combined leverage 
ii) If the firm wants to double earnings before interest and tax i.e. EBIT then how much rise 
in sales would be needed? 

 

3 XYZ Ltd has capital of Rs 50,00,000 consisting of shares and debentures. 

Particulars Book Value 

Rs 

Market Value 

Rs 

Equity shares 2,00,000 3,00,000 

Preference Shares  1,00,000 1,20,000 

Debentures 2,00,000 1,80,000 

Total 5,00,000 6,00,000 

 The following costs are incurred on the above mentioned issue of capital. Corporate tax rate 
is 50% 

 

C 
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i) Price of share is currently Rs 150 and rate of dividend Rs 8 per share which is expected to   
   grow at the end of the year by 7%. 
ii) Rate of Preference dividend is 11% and its market price is Rs 125 .  
iii) Debentures are carrying interest rate of 9%. 
Compute the weighted average cost of capital using. 
a) Book value as weights. 
b) Market Value as weights. 

4. Calculate the cost of capital of each component. 

i) Zara Ltd. issued 100, 15% debentures of Rs 100 each to be repaid after 10 years at 10% 
discount collection expenses are Rs. 500 Company tax sale is 30%. Calculate cost of 
debentures. 

ii) Finolex Ltd issued 15% irredeemable. Preference shares of Rs 100 each at 10%  
Premium. Calculate cost of preference shares.  

iii) Reliance Ltd issued 1000 equity shares of Rs 100 each at par Floatation cost of shares is 
5% of share price. Company is paying 10% dividend at an expected growth rate of 5%. 
Calculate cost of equity share capital. 

 

Q.2 Answer the following. (Attempt any one) (8) 

1 What are the cost of maintaining receivables?  

2 What are the financial and non-financial objectives of a firm  

3 Vicco Ltd has earnings before Interest and Tax (EBIT)  Rs 2,00,000. The company is in the 
30% tax bracket . Its capital structure consists of the following securities:- 

Particulars                                     Rs 

10% Debentures                           5,00,000 

12% Preference share capital       2,00,000 

Equity share capital of Rs 100 each 3,00,000 

You are required to calculate :-  

i) Firms Earning per share (EPS) 

ii) Determine the revised Earnings per share, if earnings before Interest and Tax (EBIT)  
     increases by 20%. 

 

Q.3 Write short notes. (Attempt any two) (10) 

1 Net Income Approach  

2 Credit Policy  

3 Short term sources of Finance  

4 Collection Programme  

Q.4 Select the Correct Alternatives (Attempt Any Ten) (10) 

1. ______________ of the following argues that the value of levered firm is higher than that of 
the unlevered firm. 

 

 a. Net income approach b. Net operating income approach  

 c. Traditional approach d. All of these 
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2. Cheapest source of capital is _____________.  

 a. Equity Shares  b. Preference shares  

c. Debentures d. None of the above 

3. Bad debts cost is not borne by factor in case of _______________.  

 a. Pure factoring b. Without recourse factoring  

c. With recourse d. None of the these 

4. Financial management refers to __________.  

 a. Management of current assets b. Management of all assets  

c. Management of Liabilities d. Financial decision making 

5. Operating leverage arises because of ______________.  

 a. Fixed cost of production  b. Fixed interest cost  

c. Variable cost  d. None of these 

6. Weighted average cost of capital is generally denoted by _______________.  

 a. Kd b. Ko  

c. Ke d. Kp 

7. ___________ Of the following cost of capital require tax adjustment.  

 a. cost of equity shares b. Cost of preference Shares   

c. Cost of debentures d. Cost of retained earnings 

8. ___________ is not a non financial objectives of a firm.  

 a. Employee welfare b. Paying taxes   

c. Society Welfare  d. Wealth creation 

9. Maximi Sation of wealth of shareholders is reflected in ______________.  

 a. Sales Maximi Sation b. No of Shares  

c. Market price of shares d. Sensex 

10. EBIT –EPS analysis is a method to study the effect of __________.  

 a. Inflation  b. Leverages   

c. Demand d. Variable Cost 

11. In MM model , irrelevance of capital structure is based on ___________  

 a. Cost of debts and equity b. Arbitrage process  

c. Decreasing overall cost  d. All of these 

12. Agency theory refers to ______________.  

 a. Inflation b. Demand  

c. Interest  d. Relationship between parties. 

 

--------------------------- 


