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M.Com. oegree ICBSS - R6CJSuppl. (lncluding Mercy
chanceylrnp.) Exaniii[iion, rpiii zo)t

(2014 Admission Onwards)
COM2ClO - FINANCIAL MANAGEMENT

SECTION - A

Answer anyfour qrestions in this Seclon. Each queslon cames 1 markiorPad (a),

3 markslor Pad(b), and 5 markslor Pad (c). (4x9:36)

1 a) Exp ain weahh maximi2alion wilh rele.ence lo soc ety.

b) Whai are the luncllons ollinarce nranager ?

c) What are the assumpllons and mp calions ol Ni apprcach ? ls lhere an
optima capilalslruclure as per Nl approach ?

What is oplirnal capila slrLrciure !
Diilerentiale belvveen ihe business risk and iinanclng rsk ol a lnm. How
are they measured by the everage ?

Whal is combined leveraoe ? Examine ls sianiiicance in i nancal

2a)
b)

planning oi a firm

3 Wrile short noles on l

a) Walleas Approach lo divdend porcy.

b) Gordons Approach to reevance ol divdend decision.
c) Fesiduals iheory ol dividend

4. a) Whal is adequacy oi working captal?

b) Whal is ooerat no cycle concepl ?

. c) Examine the mportance oi lrade credii and accrued expenses as a source ol
worknqcapilal iinancinq
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5. a) Whal s Concentralon banking ?

b) What are ihe motives ior hold ng cash ?

c) Explain the EOQ modeloi inv€nlory contro Whal are ils shoncom ngs.

6. al What are lh€ cosls assocated wilh recevabies ?

b) What ar€ Crediilerms ? Expla n the role of credil terms in a credit poiicy.

c) Average age of recevables is an imporlant yardsi ck oi tesl ng lhe elllciency
of receivables managemenl Expain

SECTION B

Answer the lwo quesl ons ln lh s Seclio. Each qleslion carries 1 2 mai<s (2x 1 2=24)

7 a) Fromthelollownq luslration exlracled from the books ol the manuiacluing
concern. compute lhe operal ng cycle n days

Perlod covered 365 days

Average perlod ol credil a lowed by suppliers 16 days

({'000)

Averaqe tota of d€blors oltstandirg 480

Faw maleria consumption 4 4OO

lo" proo r lol.osl 10000

Tolalcosl oi goods so d ior the year 10 500

sales ior ihe year 16 oo0

Value ol Average slock maintained I

Baw malerials 324

Work n progress 350

Fnislred qoods 264

OR

b) Deline the lerm working capilal Whai laciors would you lake nio
consideralon in €slimaling the working capLlalneeds ol a concern ?
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8. a) lhe jollow no inlormaiion is available n respecl oi lhe rale ol relurn on
inveslmenl(r), lhe cosl oi capltal(K) and earning per share (E) oIABC Ltd.

Faie oi return on inveshen(r) = (i) 15 % ; (ii) 12% : (iii) 10%

Deierm ne lhe value of ils share us ng Gordon s l4odelassuming tlre iolowing:

= lk) 12%

=(E)t10

o/p ralio (1-b)

a) 100

b) 80

c) 40

OR

b) There is slrong view prevalent among financialexpeirs lhatthe irrelevant
hypolhesis unde ylng lhe [,f[4lheory of dividend dislibul]on is orldated
and unsu ted lo presenl condilions. Do you agrce wlh lh s view ?
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