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

EXAMINATION : APRIL/MAY - 2015    
FIRST SEMESTER 

Sub:  Financial Management (MCA -106/ MCA - 112) 

Date: 9/5/2015 Marks: 60 Time: 10.00 am to12.30 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. You are required to prepare a cash budget for the company for three months from July to 

September. 

Month Sales Purchases Wages Expenses 

April 40,000 60,000 10,000 3,000 

May 50,000 60,000 9,000 4,500 

June 60,000 70,000 9,000 6,000 

July 70,000 60,000 11,000 5,000 

August 80,000 70,000 10,000 6,500 

September 70,000 90,000 10,500 7,500 

Cash balance on 1
st
 July is expanded to be Rs.5000. 

(i) 20% is cash sales on which 5% discount is allowed. Balance amount is collected in 

two installments in the following months. 

(ii) 50% of purchases are paid in following months and remaining 50% in the second 

month following. 

(iii) Under H.P agreement Rs. 8,000 is to be paid in respect of machinery already hired. 

(iv) 2% commission on sales is to be paid in following months. 

(v) Income tax: - Rs. 25000 is to be paid in August. 

(vi) An application for Loan of Rs. 20,000 has be made and it is expected to be received 

in September. 

(vii) A provision of Rs. 10,000 should be made in August in respect of asset to be 

acquired. 

(viii)  Wages and Expenses are paid in following month. 

 

2. Sales                                                                Rs.12,00,000 

Variable Cost                                                   40% of sales         

Fixed Cost                                                        Rs.2,00,000 

Interest                                                              Rs. 20,000 

 

C 
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Following are the figures related to Tata Ltd. & Company:-          

Calculate operating, financial and combined leverage. Also state the change in above 

leverage if selling price is increased by 20%. 

3. ABC Ltd. has the following capital structure on 31
st
 March 2014. 

Particular Amount Rs. 

Equity  share capital 

(20,000 equity shares) 
20,00,000 

14%preference share 

 Capital    
10,00,000 

6% debentures 20,00,000  

Total 50,00,000 

                                                                

The company is paying 10% dividend on equity  shares you are required to:- 

(i) Compute a weighted average cost of capital of existing capital structure. 

(ii) Compute a revised weighted average cost of capital if company raises an additional Rs.  

     20,00,000 debt by issuing 7% debentures.  

 

4. Infoyses 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. 

Particular Amount 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%.   

(iii) Determine the revised Earnings Per Share, if Earnings before Interest and Tax (EBIT)  

 decrease by 20%.   

 

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

 1. Explain in detail the various variables associated with credit policy.  

 2. What do you mean by Factoring? Explain the factoring process.  

 

3. Calculate the cost of capital of following components. 

(i) Reliance Ltd. issues 5000 equity shares of Rs. 100 each at par floatation cost is 5% 

of share price. Company is paying 15% calculate cost of equity share capital. 
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Q.3 Write short notes. (Attempt any two) (10) 

 1. Motives for holding cash  

 2. Agency Theory   

 3. Non – Financial objectives of firm.  

 4. Collection Programme.  

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

 1. --------------- of the following is not a variable of credit policy.  

 
a) Collection policy b) Credit terms 

 
c) Cash discount terms  d) Sales price 

 2. Net income approach and traditional approach are based on -------------------- of a firm.  

 
a) loans  b)capital structure 

 
c) leverage  d) EBIT 

 3. -------------- is a cost of maintaining receivables.  

 
a)  Variables cost b) Fixed cost 

 
c) Operating cost d) Defaulting cost  

 4. Bad debts cost is not borne by factor in case of factoring.  

 
a) Without recourse b) Pure 

 
c) With recourse d) None of these 

 5. Financial leverage arises because of  

 
a) Fixed cost of production b) Interest cost 

 
c) Variable cost d) None of these  

 6. Cost of issuing new shares to the public is known as -------------------.  

 
a) Cost of equity  b) Cost of capital  

 
c) Floatation cost d) Marginal cost of capital 

 7. ---------------- of the following represents the financing decisions.  

 
a) Designing optional capital structure b) Declaring dividends 

 
c) Paying interest on loans  d) None of these  

 8. Debt financing is a cheapest source of financing because of --------------------.  

 

a) Time value of money b) Rate of interest 

 c) Tax deductibility of interest d) Dividends not payable to lenders 
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 9. Operating leverage is calculated as --------------------.  

 
a) Constitution / EBIT b)EBIT / EBT 

 
c) EBIT/Interest d) EBIT / TAX 

 10. Maximisation of wealth of shareholders is reflected in -------------------.  

 
a) Sales maximisation b) No. shares. 

 
c) Market  price of equity shares d) Sensex 

 11. Weighted average cost of capital is denoted by.  

 
a) kd b) ke 

 
c) kp d) ko  

 12. ------------- is a primary objective of financial management.  

 
a) Social service b) Wealth maximization 

 
c) Profit making d) Paying taxes  

 

 

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


