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SARDAR PATEL UNIVERSITY
B Com (V - Semester) Examinaiion
Friday, 12" April, 2019
10.00 am - 12.00 pm
HBROECCOMI0 - Financial Management

Notes: Figures to the right indicate mafks.

Total Marks : 60

Q.1 Define Financial Management and discuss in detail Managerial Finance

functions and routine finance functions.

OR
Q.1

(a) Explain the importance of Financial Management.

(b) Explain in brief Profit Maximisation and Wealth Maximisation objectives

of Financial Management.

Q.2

(a) What do you understand by Financial Pianning ? Discuss the factors

affecting Financial Planning.
(b) Explain the Limitations of Financial Planning.

OR

Q.2 What is Over-capitalisation ? Discuss its causes, effects and remedies.

Q.3 Explain the following sources as a long term source of finance.
(a) Equity Share (b) Debenture

OR
Q.3 Explain the following sources of Finance. ..
(a) Internal Financing {b) Foreign Capital
(¢} Public Deposits
Q.4
(b) Explain in brief types of Capital Budgeting decisions.

OR

(a.) What is Capital Budgeting ? Explain the significance of Capital Budgeting.
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Q.4 X Company is examining two mutually exclusive proposals for new
capital investment. The data on the proposals are as follows:

(a)
(b)
(c)

' . Proposal 'A' Proposal 'B'
Capital Investment Rs. 880000  Rs. 1100000

Salvage Value Rs. 80000 Rs. 100000
Estimated Life 4 years 5 years
Depreciation Straight line Straight line
method method
Rate of Income tax 50% 50%
Cost of Capital 10% 10%
Earnings before depreciation & tax:
1st year Rs. 240000 Rs. 280000
2nd year Rs. 280000 Rs. 320000
3rd year Rs. 320000 Rs. 360000
4th year Rs. 440000 Rs. 440000
5th year - Rs. 400000
Using:

Pay-back period Method
Average Rate of Return Method and

Net Present Value Method Calculations, you are asked to advise

which proposal would be financially preferable ?
The discounting factors @ 10% are as follows :

0.909, 0.826, 0.751, 0.683 and 0.621
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