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INSTRUCTIONS TO THE EXAMINEE

1. The Question-cum-Answer Booklet comprised
of 40 Questions and each Question carrying
1 (one) mark.

2. Each Question possesses 4 (four) Answer
Options (A), (B), (C) and (D) of which only one
option bears Correct Answer.

3. Completely darken the respective circle for your
response as shown below— —

Correct method ‘ Wrong method @ ® 0

4. Each Correct Answer will be credited with
1 (One) Mark.

5. If an Examinee attempts more than one Option
for a Question, the attempt will be considered as
WRONG Answer.

6. No Mark will be deducted for attempting Wrong
Answer or Incorrect attempts.

7. Only Blue/Black Ink Pen is to be used for
Answering Question.

8. No Electronic Gadget (Calculator, Mobile
Phone, Laptop, [-Pad, Camera etc.), Papers
(Other than Admit Card) will be allowed inside
the Examination Hall.

9. No Loose sheet will be provided for scribbling
and No Paper is to brought in this purpose. Any
Examinee found with incriminating Documents
in his/her possession— he/she will be Expelled.

10. All rough work mtust be done in the page
provided in the Question-Answer-Booklet, and the
said Page of the Booklet must not be torn out.

11. No Examinee will be allowed to leave the
Examination Hall until an Hour has elapsed from
the commencement of the Examination.

12. As per order of the Executive Council all Answer
Scripts will be preserved for one year from the
date of Publication of Results.
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1. The term ‘working capital’ implies.
Pl T T 2o I |
(A) the amount of fund required to meet
day-to-day operating expenses.
(B) the amount of long term funds.

(C) the amount of capital invested in the
business.

(D) the amount of fund used in long term
assets.

2. What is the main objective of financial
management?
Sffe RN o Srrs e
(A) To maximize shareholders’ wealth
(B) To reduce taxes =

(C) To minimize operating costs
(D) To increase employee satisfaction

3. What does ‘Time Value of Money’ mean?
SR AT S TS (RN 2

(A) Money losesits value over time due to
inflation.

(B) Money has aconstant value regardless
of time.

(C) One rupee today is more valuable
than one rupee to be received one year
hence.

(D) Time and money are unrelated.

4. Whatis the future value of an investment of
% 10,000 at an annual interest rate of 10% for
2 years?

2 qEFF GRAIM 10% IS I T 10,000
RiFciss eRkare 71 Fo2

(A) 10,000
(B) ¥ 11,000
(C) % 12,100
(D) % 13,000

(3)
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5. Costof capital implies the minimum rate of
return that a firm must earn on investment so that
the market value of the firm

T R e I G fomicrd 29 @
a5 WW%‘WWW DIt
e 5l

(A) increases.

(B) decreases.

(C) remains unchanged.
(D) remains stable.

6. Which of the following is a short-term
source of finance?

R @I SR @ FEeE Sere
(A) Equity shares

(B) Debentures

(C) Trade credit

(D) Bonds

7. ‘Capital Budgeting’ deals with
AL AL TS 9F AMA—
(A) day-to-day financial transactions.
(B) long-term investment decisions.
(C) cost analysis for raw materials.
(D) managing employee compensation.

8. TheIRR isthatrate of discount at which the
NPV of the project is

IRR 20 G (12 9 @A S4@EF NPV

A

W
(A) positive.
(B) negative.
(C) exactly equal to zero.
(D) exactly equal to one.
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9. Which of the following is related to capital
budgeting decisions?
R @A e @ Prares A
TGS ?
(A) Hiring new employees
(B) Investing in a new machinery
(C) Paying monthly utility bills
(D) Offering trade discounts

10. The Payback Period Method of capital
budgeting emphasizes on

TR DR (PSR %S WG Sl
I

(A) cash inflows over the investment’s
life.

(B) the time required torecover the initial
investment.

(C) the profitability index of the project.
(D) the risk involved in the project.

11. Dividends are paid
Tofieet gnis 3 =W
(A) out of revenue.
(B) out of net profit after tax.
(C) out of issued capital.
(D) out of fixed capital.

12. Which of the following methods of capital
budgeting takes into account the time value of
money?

o Acaie-ad s safoufs T
@G SR T Fores Kol T 2

(A) Accounting Rate of Return (ARR)
(B) Net Present Value (NPV)

(C) Payback®Period

(D) Cost-Benefit Ratio

(4)

13. Positive NPV of a project indicates
«f5 2R «es NPV o 6
(A) the project is unprofitable.
(B) the project should be rejected.
(C) the project adds value to the firm.
(D) the project has no impact on wealth.

14. Which of the following approachesis widely
used in capital budgeting decisions under certainty?

RRceeR SRIE JoE eos Faie @
ol FrFSIR IS BX?

(A) Payback period
(B) Dividend discount model
~ (C) Retained earnings analysis

(D) Debt-equity ratio calculation

15. What does ‘Capital Structure’ mean?
TG PG TS @RI 2
(A) Allocation of profits to dividends

(B) The combination of sources which
have been used for the creation of
pool of funds

(C) The structure of an organization’s
hierarchy

(D) The financial status of competitors

16. Which of the following is considered as a
key factor in calculating the present value of future
cash flows?

A5 @A SRE 75 2RI TEAH I
e 1y R Rejr Rabe =2
(A) Deflation rate
(B) Inflation rate
(C) Compounding rate
(D) Discounting rate



17. An optimal capital structure maximizes
G A e T i <O
(A) employee satisfaction.
(B) Shareholders’ wealth.
(C) total debt levels.

(D) sales revenue.

18. Which of the following factors affect capital
structure?

v (e RS Jerde PO T 2o
&2

(A) Profit margins

(B) Tax benefits of debt
(C) Employee turmover

(D) Office infrastructure

19. The term ‘levered firm’ refers to a firm
which
Frorge T i @ 93 AT
QR
(A) has only equity financing.
(B) uses both equity and debt financing.
(C) has no long-term liabilities.
(D) is highly profitable.

20. Which of the following is not considered as
a determinant of capital structure of a company?

Siva @ @3 ARG A PG
e Rota Reabs = e

(A) Cost of debt

(B) Market conditions

(C) Management experience

(D) Business risk

(5) COMM3031

21. Positive working capital indicates—
I PR T o] T—
(A) That current assets exceed current
liabilities
(B) Short-term financial resources
available to a company

(C) That current liabilities exceed current
assets

(D) Total assets

92. Which of the following is along-term source
of working capital finance?

LA B ?
(A) Trade credit
(B) Bank credit
(C) Retained earnings
(D) Outstanding expenses

23. What does ‘net working capital” imply?
T SR P IS @R 2
‘ (A) Currentassets minus current liabilities
(B) Total liabilities minus total assets
(C) Long-term liabilities minus equity

(D) Fixed assets plus current assets

24. Which of the following is considered as a
component of working capital?

o T4l 23 2

(A) Land and‘buildings
(B) Accounts receivable
(C) Plant and machinery

(D) Long-term investments
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25. Gross working capital is the amount of fund
invested in

G IR e 2o SR[ReEE AR
RS st =

(A) tangible assets

(B) intangible assets
(C) short-term assets
(D) long-term assets

26. Which of the following is a qualitative
determinant of working capital?

T FAD PR TR woisre Fdws
(A) Production cycle duration

(B) Nature of business

(C) Availability of raw materials

(D) Current interest rates

27. Whatdoeshigh turnover of working capital
typically indicate?

IR TR &% SiHeS AdRae
Tt F 2

(A) Low liquidity

(B) Poor inventory management
(C) Excessive debt

(D) Efficient utilization of resources

28. What does dividend mean?
SRR = FH 2
(A) Payment to employees
(B) Profitdistributed among shareholders
(C) Tax paid by companies
(D) Costof issuiﬁg shares

(6)

29. Financial structure includes—
fEfF P TS I

(A) Owners’ equity, long-term debt,
preference share capital

(B) Owners’ equity and long-term debt
(C) Long-term debt only

(D) Owners’ equity, long-term debt,
preference share capital and short-term
liabilities

30. What is the primary objective of dividend
policy?

Fep Tfew e Sol e
(A) To maximize retained earnings
(B) Tomaximise the shareholders’ wealth
(C) To minimize taxes on dividends

(D) To increase market share

31. Which of the following factors does not
influence dividend policy?

e @ et e Ao deife
A2

(A) Legal constraints

(B) Company profitability
(C) Shareholder preferences
(D) Employee satisfaction

32. Whatdoes ahigh dividend payoutindicate?
TR FTepiee! el N Hoid I 2
(A) Strong growth potential
(B) Preference for reinvestment
(C) Mature company with stable earnings

(D) High-risk industries



33. What is the primary objective of working
capital management?

IR T ARBA AT S e
(A) Maximize shareholder returns
(B) Optimize short-term financial health
(C) Reduce tax obligations ’
(D) Minimize employee turnover

34. Which of the following factors directly
affects the determination of the amount of
dividends?

Toe @ Rl e aene s
i 2o wEe

(A) Tax rate change

(B) Production schedules
(C) Company’s earnings
(D) Number of employees

35. What does ‘retention ratio’ represent in
dividend policy?

TSI AT Qe TgoiTe” BRI 7 2
(A) Portion of profits paid as dividends

(B) Portion of profits retained in the
company

(C) Percentage of equity financing
(D) Percentage of long-term debt

36. Which ofthe following is along-term source
of finance?

T3 @A ST R Sere
(A) Bonds

(B) Short-term Loan

(C) Trade Credit

(D) Bank Overdraft

(7)
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37. Inwhichofthe following methods of capital

budgeting, cash flows are reinvested at the cost of
capital?

A A A4 (I G, Fol7
2R YR I <R e
(A) Internal Rate of Return (IRR)
(B) Net Present Value (NPV)
(C) Payback Period
(D) Accounting Rate of Return (ARR)

38. The origin of financial risk of a firm is
G 2fSDieTa = g B =
(A) Capital structure
(B) Dividend policy
(C) Profit and Loss Account
(D) Working capital policy

39. Owners’ equity includes—

T 2Rl Teye &

(A) Equity share capital and preference
share capital

(B) Equity share capital and retained
earnings

(C) Equity share capital, preference share
capital and retained earnings

(D) Equity share capital only

40. Current assets include
56Tl 67 N0 Sege 3
(A) Land & Building
(B) Plant & Machinery
(C) Inventory %
(D) Goodwill



