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INATION, APRIL 2008

MLLB. DEGREE 1l SEMESTER EXAM

SMI 2202 FINANCIAL MANAGEMENT

Time: 3 Hours

MIB.2/08.4

Maximum marks : 50}

Answer ARl Questions, Each Question carries equal marks.

I.A Mention the meaning of Financial Management and explain the functions of Fipancial Management.

OR
i.B. Foliowing is the Balance Sheet of ¥ Ltd.
Balance sheet as on 31" December 1978 o
Liabilities Amownt Assets Amount
Equity Share Capital 100000 | Cash in Hand 2000
6% Preference Share Capitai 100000 | Cash at Bank 10000
7% Debentures 40000 | Bills Receivable 30000
8% Public Debt 20000 | Investmenis 20000
Bank OD 40000 | Debtors TO000
Creditors 60000 | Stock 40000
Outstanding Creditors 7000.] Furniture 30000
Proposed Dividend 10000 | Machinery 100000
Reserves 150000 | Land&Building 220000
Provision for Taxation 20000 { Goodwill 35000
P&L a\c 20000 | Preliminary expenses 10000
Total 567000 | Total 67000

During the year provision for taxation was Rs. 20000 Dividend was proposed at Rs. 10000 Profit
carried forward from the last year was Rs 15000, Y ou are required to cafculate:
. Current Ratio 2 Liquidity Ratio 3 Debt Equity Ratio 4 Fixed Assets Ratio

5. Fixed Charge Coverage Ratio.

IL A Driscuss the importance of cost of capital and weighted average cost of capinal

OR

ILB A choice is to be made between two competing proposals which require an equal mvestment of
Rs.50000 and are expected to generate cash flows as under:

Ist Year
2 Year
3" Year
4" Year
5% Year
6™ Year

25000
15000
10000
Nit
12000
BOOO

Project I
10000
12000
18000
25000

8000
4000

Project II

The cost of capital of the company is 10%. The following are the present value factors@10% per

ATNMmu.

1* year 0.909, 2nd year 0.826, 3™ year0 751, 4® year 0.683, 5™ year0.621 and 6 year 0.564.

Which project proposal should be chosen&why? Evaluate the project proposal under:

1. Pay back method

2. Discounted cash flow method, pointing out their relative merits and demerits.
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