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M.Com. DEGREE EXAMINATION, May 2015
(FIRST YEAR)
120: FINANCIAL MANAGEMENT

(New Regulations)
[Common with M.Com. BIM (NR) / M.Com. Computer Applications (NR) /
M.Com Accounting & Finance (NR) / M.Com Education Mgt. (NR)]

Time: Three hours Maximum: 100 marks

SECTION - A
Answer any FIVE questions (5 x 8 = 40)

What are the functions of Finance management?

“Retained earnings are free of cost” comment.

What are mutually exclusive and mutually inclusive projects?
State the features of sound capital structure.

Sate the demerits of ARR and payback period methods.

What is dividend irrelevance theorem?

How do you estimate working capital?

® N s b=

State the cost of currying and ordering and ordering cost in regard to inventory.

SECTION - B
Answer any THREE questions (3 x 20 = 60)

9. Explain the composition and determinants of working capital.
10. Explain the interface between finance and other functions.

11. Explain NI and NOI theoriser of dividend.

12. Compute the overall cost and capital from the following:

Sources & Capital | Pre-tax cost % Magke(t: value | Book value
-Crs - Crs

Equity share 19% 400 300

Retained Earnings ? ? 100

Debt (Tax rate 40%) 12% 400 400

Preference shares 13% 800 800

1600 1600

Additional Information: (1) floatation Cost is 10% (2) marginal tax rate 30%
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Compute NPV of the projects at appropriate discount rates, given the following.

Year Project- I | Project- II

Cash outflow: (Beginning) | I 800 lakhs | 31200 lakhs
Cashinflow: Year 1 ¥ 400 lakhs | 600 lakhs
Year 2 % 400 lakhs | ¥200 lakhs
Year 3 %400 lakhs | 3900 laksh

Project with high risk must be judged at higher discount rate of the given Tax rates.

PVIF details. | Year1 | Year2 | Year3
8% 0.926 | 0.857 | 0.794
10% 0.909 [ 0.826 | 0.751

Choose the better project.
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