
 

  

 

 

M.Com. DEGREE EXAMINATION – 
JANUARY 2015. 

Second Year 

FINANCIAL MANAGEMENT 

Time : 3 hours Maximum  marks : 75 

PART A — (3 × 5 = 15 marks) 

Answer any THREE questions. 
1. Write any two methods employed in the valuation 

of equity shares. 
 ÷|ºø© £[S •uø» ©v¨¤k® ÁÈ•øÓPøÍ GÊxP. 

2. What are the factors that effect capital investment 
decisions? 

 •u½mk •øÓ°À HØ£k® PõμoPøÍ öuõSzx GÊx. 

3. A company has a choice of the following two 
financial plans. Calculate the financial leverage in 
each case and interpret the same. 

 X Y 
 Rs. Rs. 

Equity Capital 2,000 1,000
Debt 2,000 3,000
Operating Profit (EBIT) 400 400
Interest on debt is 10% on all cases   
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 J¸ {Ö©® RÌUPsh {ø»°À {v vmh® JßøÓ 

÷©ØöPõshx. {v }m] •øÓ°À CÆÂμsiØPõÚ 

©õÖ£õmøh PshÔP. 

 X Y 
 ¹. ¹. 

÷|ºø© £[S 2,000 1,000

Phß 2,000 3,000

C¯UP C»õ£® ((EBIT) 400 400

Ámi 10% AøÚzx {ø»PÎ¾®   

4. What are about the factors determining the 
working capital requirements of a business? 

 |øh•øÓ •u¼øÚ PshÔ¯ ÷uøÁ¨£k® 

PõμoPøÍ GkzöuÊxP. 

5. What is venture capital? What are its 

characteristics features? 

 Á¸Â¯ •uÀ GßÓõÀ GßÚ? Á¸Â¯ •u¼øÚ 

PshÔ²® Snõv\¯® ¯õx? 

PART B — (4 × 15 = 60 marks) 

Answer any FOUR questions. 

6. Define Financial Planning. Explain the 
importance and basic characteristics of a good 
financial plan. 
{v vmh¨£mi¯À C»UPn® u¸P. Auß 

•UQ¯zxÁ® Snõv\¯[PÒ ©ØÖ® vmh 

÷©»õsø© £ØÔ GÊxP. 
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7. Initial investment Rs.20,000. Net cash inflows  
1st year, Rs.2,000, 2nd year Rs.2,000, from 3rd year 
to 10th year Rs.2,500 each. 

 Work out Net present value with a discount rate 
at 10% and find out whether the investment will 
be worthwhile. 

 The present value factors at 10% are : 
Years : 1 2 3 4 5 
P V Factor : .909 .826 .751 .683 .621
Years : 6 7 8 9 10 
P V Factor : .565 .513 .467 .424 .386

 •u½k ¹.20,000&ß {Pμ öμõUP öÁÎ Jmh® 1&Áx 

¹.2,000, 2&Áx ¹.2,000, 3&Áx – 10&Áx ¹.2,500 

JßÔØS {Pμ C»õ£ •øÓø¯²® uÒÐ£i 10% GßÓ 

Ai¨£øh°À •u½miß «x PshÔP. 

Bsk : 1 2 3 4 5 
Põμo : .909 .826 .751 .683 .621
Bsk : 6 7 8 9 10 
Põμo : .565 .513 .467 .424 .386

8. What are the factors determining the capital 
structure of a firm? 

 •u¼Ú Aø©¨¤ß PõμoPøÍ £ØÔ GÊxP. 

9. Discuss the advantages of having adequate 
working capital and dangers of inadequate 
working capital. 

 |øh•øÓ •u¼ß ÷£õv¯ ©ØÖ® ÷£õuõ {ø»°ß 

|ßø©, wø©PøÍ ÂÁ›UP. 

10. Describe various types of dividend policy. 
 £[Põuõ¯ ÷Põm£õmiß ÁøPPøÍ ÂÁ›UP. 



WS 20
 

 PG-246 4

11. From the following capital structure of a company, 
calculate the overall cost of capital using book 
value and market value weights. 

Source Book value Market value
 Rs. Rs. 

Equity share capital 45,000 90,000 
Retained earnings 15,000 – 
Preference share capital 10,000 10,000 
Debentures 30,000 30,000 

 The after tax cost of different sources of finance is 
as follows : 

 Equity share capital : 14%, Retained earnings : 
13%, Preference share capital : 10%, Debentures :  5%. 

 {Ö©zvß •u¼Ú Aø©¨ø£U öPõsk Auß 

A[Põi ©v¨¦ ©ØÖ® ¦zuP ©v¨¦ {ºn¯zøu PshÔP. 

 ¦zuP ©v¨¦ A[Põi ©v¨¦

 ¹. ¹. 

÷|ºø©£[S •uÀ  45,000 90,000 

ö£ØÓ £[S 15,000 – 

•ßÝ›ø© £[S •uÀ 10,000 10,000 

Phß£zvμ® 30,000 30,000 

 Á›US¨ ¤ß EÒÍ ÷uøÁ ÷ÁÖ£õmiøÚ 

RÌUPshÁõÖ ©v¨¤h»õ®. 

 ÷|ºø©£[S •uÀ 14%, ö£ØÓ Á¸Áõ´ 13%, 

•ßÝ›ø© £[S •uÀ 10%, Phß £zvμ® 5%. 

12. Explain the various methods of appraisal of 
capital investment proposals. 

 •u¼Ú ©v¨¥mk •øÓPøÍ öuÎÁõP 

ÁøP¨£kzxP. 

————————— 


