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Financial Management & Policy
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ENGLISH VERSION

Instructions : (1) Figures to the right side indicate marks.

(2) Marks of each question are equal.

(3) Give answer for any four questions.

What is financial management ? State the importance and

scope of financial management.

Explain the role of finance manager and write a note on

Agency Theory.
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Ram Ltd. provides the following information. 17.5

No. | Particular Rs.
1 Totalinvestment 4,16,000
2 Scrap value 32,000
3 Estimated life 4 Years
4 Method for depreciation | Straight —line method
5 Tax rate 50%
6 Discount rate 12%
The earning before depreciation and taxation :
Year Rs.
1 1,28,000
2 |1,60,000
3 |1,92,000
4 {2,40,000

Evaluate the project with the following methods :

(1) Net Present Value Method

(2) Profitability Index Method

(3) Internal Rate of Return Method (12% and 15%)
Present value of Rs. 1 is as under :

Year 1 2 3 4
12% | 0.893 | 0.797 | 0.712 | 0.636
15% [ 0.870 | 0.756 | 0.658 | 0.572

Explain the various methods of capital budgeting with an 17.5
example.

What is cost of capital ? How would you compute the cost 17.5
of short term and long term debt ?

Explain the Net Income Approach and Net Operating 17.5
Approach of capital structure with an example and also explain
difference of both.

What is dividend policy ? State the factors affecting to 17.5
dividend distribution.
What is stable and flexible dividend policy ? State the 17.5

advantages and disadvantages of both.
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