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Annual Examinations — 2006

Paper BBAD - 402
Financial Management

Time allowed: Three hours Maximum Marks: 100

Attempt all sections as per instructions

SECTION -1 Marks

Q1. Attempt all questions. 1X20=20
a) The term permanent working capital also referred as
1) Fixed Working Capital 11) Variable working capital
iii) Core Current Assets iv) Services of Fund

b) The technique of long term planning for proposed capital outlays and their

c)

d)

€)

f

g)

financing is known as !
The minimum rate of return expected of a capital investment project is called
as _ :

One of the following is not a mutual fund generator

a) ONGC b) L1C ¢} UTI d) SBI
Where is the Head office of National Stock Exchange (NSE)
Karta is head of'a

i) Family i1) Hindu Undivided family iii) Company iv) Firm
The traditional approach of financial management is mainly focused on

i) Business Finance ii) Corporate Finance
ii1) Industrial Finance 1v) General Finance
Financial management is refers to

1) Branch of finance ii) Applied Economics

i11) Branch of investment iv) Branch of Business

Financial management is the applications of’ ) principles
to particular financial operations.

1) General Management 1) Productions Management

ii1) Marketing Management w)Export Management

The functions of finance is to make ‘utilization of funds
i) Effective it) Proper
1) Both 1) and i1) ) None of these



k) Which of the following is the simplest technique of capital budgeting

i) Pay Back Method ii) Average rate of return
1ii) Internal rate of return iv) Net Present Worth
I) Cash Working Capital is measured on the basis of
i} Profit and loss account ii) Costing Profit
1i1) Revaluation Account iv) Retained Earming Account
m) is the most inexpensive method of acquiring funds.

s the allocation of capital to capital budgeting proposal where
benefits are derived in future.

o) The after — Tax cost of debt equalsto K__ (1- )

p) Working capital is often classified as , ,and

q) Current Assets are A 2 5 A

r) A restrictive Policy is associated with higher ~___and higher

s) The working capital cycleisthe __ between a company’s paying for
material entering into stock and receiving the inflow of earth from sales.

t) The is defined as a point where the total costs of restocking and
carrying costs are the lowest.

u) and developed the dividend irrelevance theory.

v) as an alternative to paying cash dividends, a company may
distribute income to its share holders by repurchasing its own share.

SECTION =11

(2. Answer any six of the following questions in about 100-150 words. 5X6=30
i) Why should we understand Finance and Accounting?
i) What ethical issues might accreting professional fuce in dealing with

confidential information?
i) What are the important assumptions of the cost of capital model”
iv)  What is Venture Management”
V) What is Working Capital Management”

vi)  Define Working Capital Cycle.

vii)  Define Inventory Management.

viii)  What is Economic Order Quantity?

ix) Describe Gordon and Lintner's Bird — In — The — Hand theory.

X} What is Buyback of shares? Give a suitable example Lo support your answer.

xi)  Define Pledge and lien.
xit)  What is Public Deposits?



SECTION - 111

Q3. Attempt any five questions in about 300-400 words. 5X10=50

i)

i)
iii)

1v)
Vi)
vii)
viil)
ix)

X)

How does Financial Information helps other departments to carry out their
task?

Describe in detail about Project Evaluation under risk and uncertainty.

Shell Corp. is considering buying a machine with an initial cost of Rs.
1,50,000 and an economic life of three years. The machine is expected to
allow the firm to increase production so that sales revenue will rise by Rs,
1,20,000 per year and operating expenses by Rs, 35,000 per year. The firm’s
marginal Tax — Rate is 40% and its cost of capital is 18%. The machine will
have a zero market value after 3 years. IT the Firm depreciation the machine
for Tax purpose on a straight line basis to a zero salvage value over its three
years life, what is the incremental operating cash {low for the project? What 1s
the project’'s NPV?

Describes the differences between two discounted methods of evaluation?
Describe in detail about the importance of short term Funds management?
What are the important factors which influences the working project?

What are the factors which affects the Dividend Policies?

Write down the advantages and disadvantages of share repurchases?

What are the commonly used sources of short — term borrowings? What are
the inherent risks faced by Banker's and what safeguards do they employ 1o
ensure recovery of their dues?

Rupesh, credit manager of X company is considering a change in the
company’s credit terms from net 60 to net 30. X company has daily credit
sales of Rs, 50,000 and its variable cost ratio is 15 %. Tightening credit
standards would reduce the average collection periods from 15 to 40 days,
reduce daily sales by Rs. 2,000, and lower had debts from 5% of sales to 3%
of sales. The company marginal Tax rate is 40% and its uses an after tax
discount rate of 12% to evaluate accounts receivable policy changes. How
would the change in credit terms affect X company’s after — tax income”?



