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1. 

2. 

3. 

4 

1274 

Characteristics of sound financial 

planning is/are: 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

A project is accepted when : 

(D) 

(A) 

(B) 

(C) 

(D) 

Simplicity 

Liquidity 
Economy 

(A) 

All of these 

(C) 

Net present value is 

greater than zero 

Internal Rate of Return 

Capital budgeting decision are : 

will be greater than cost 

of capital 
Profitability index will be 

greater than unity 

Any of the above 

Short term 

Long term 

Both (A) & (B) 

The market value of shares is 

None of these 

decided by : 

Investment market 

(B) Government 

Shareholder 

(D) Respective company 

1. 

2. 

3. 

4 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 
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6. 

7. 

5. 

8. 

1274 

The part of profits of company 

which is distributed among its 

shareholder is called ? 

(A) 

(B) Interest 

(C) Capital 

(D) 

The finance 

(A) 

accountable for : 

(B) 

(C) 

Dividend 

(B) 

Profit 

(C) 

Earning capital assets of 

(B) 

the company 

(D) Proper utilization of funds 

(C) 

Effective management of 

a company 

Financial planning is based on : 

(A) Past 

(D) 

manager is 

Arrangement of financial 

resources 

Present 

(D) None of these 

Future 

Financial decision is related to : 

(A) Capital structure 

Purchase of fix assets 

Dividend distribution 

Maintenance of accounts 

5 

6. 

7. 

8. 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(A) 

(B) 
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(C) 

(D) 0 

(A) 

(B) 

(C) 

(D) 
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9. 

10. 

11. 

12. 

1274 

If real value of shares is less than 

book value of shares, it will be: 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

Which one is not the technique 

(C) 

of capital structure analysis ? 

(A) 

(B) 

(C) 

Over capitalization 

Under capitalization 

Optimum capitalization 

(D) Cost of capital 

(A) 

None of these 

Meaning of cash inflow is: 

(B) 

(C) 

(D) 

Trading on equity 

Capital gearing 

Capital budgeting 

Income after tax and 

depreciation 
Income after tax but 

(D) None of these 

before depreciation 

Retained earning is a : 

Income before tax and 

depreciation 

Permanent source of fund 

Temporary source of fund 

Fixed source of fund 

Expensive source of fund 

9. 

10. 

12. 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) siTA qVCT 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 
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13. The value of the future net 

14. 

15. 

1274 

incomes discounted by the cost 

of capital is/are called : 

(A) 

(B) 

(C) 

(D) 

(A) 

The Internal Rate of Return 

(IRR) criterion for project 

(B) 

acceptance, under theoretically 
infinite funds is.- Accept all 

() 

projects which have: 

(D) 

Average capital cost 

Discounted capital cost 
Net capital cost 

(A) 

Net present values 

(C) 

(D) 

IRR is equal to the cost of 

capital 

IRR greater than the cost 

of capital 

IRR less than the cost of 

Cash flows are project's revenue 

capital 

and are indicated by : 

None of the above 

(B) Negative Number 

Positive Number 

Relative Number 

Hurdle Number 

13. 

14. 

15. 

(A) 

(B) 

(C) 

(D) 

COM 306 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 
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16. 

17. 

If Interest Payable (IP)=12 and 

1274 

Net Proceeds (NP)=100 then cost 

of debt capital will be ? 

(A) 

(B) 

(C) 

will: 

(D) 20% 

(A) 

An increase in the discount rate 

(B) 

(C) 

(D) 

10% 

6% 

(B) 

12% 

(C) 

(D) 

Reduce the present value 

of future cashflow 

Increase the present value 

of future cashflow 

18. Financing decision is related to : 

Have no effect on net 

present value 

(A) Purchase of assets 

None of these 

Capital structure 

Maintenance of accounts 

Dividend distribution 

16. 

17. 

18. 

af ? 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(C) 

(D) 

10% 

COM 306 

6% 

(B) ut ira 

12% 

20% 
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19. 

20. 

21. 

1274 

Under which of the following 

method the time valuc of money 

is not considered ? 

(A) 

(B) 

(C) 

(D) 

(A) 

Nct prescnt value method 

Book value of shares of a 

(B) 

Internal rate of return 

company is ? 95 and market 

(C) 

method 

value of the shares is 65, 

Pay-back period method 

company is in stage of : 

All the above 

(B) 

(C) 

Over-capitalization 

Under-capitalization 

(D) None 

Fair capitalization 

The cost of debt is usually 

represented by which of the 

following ? 

(A) Coupon rate 

Dividend yield 

Earning per sharc 

(D) Retained carnings 

19. ffe fbH ygft 3iqfa 

20. 

21. 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

COM 306 
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22.. 

24. 

What does the pay-back period 

1274 

measure ? 

(A) 

(B) 

(C) 

23. Which 

(D) 

(A) 

(B) 

(C) 

(D) 

Profitability of an 

investment 

technique considers the time 

value of money ? 

Time required to recover 

(B) 

the initial investmnent 

(C) 

Internal rate of return 

(D) 

Present value of cash flows 

capital 

Payback period 

budgeting 

Net present vaBue 

Profitability index is actually a 

modification of the: 

Internal rate of return 

Accounting rate of return 

(A) Payback period method 

IRR method 

Net present value method 

Risk premium method 

22. 

23. 

24. 

(A) 

(B) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 
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25. 

26. 

27. 

1274 

If Preference Dividend (PD)=15 

and Net Proceeds (NP=125, 

then cost of preference share will 

be: 

(A) 

(B) 

(D) 

(C) 10% 

Shareholders wealth increases 

(B) 

with the increase in: 

(C) 

(A) EPS 

(D) 

12% 

8.3% 

(A) 

25% 

(B) 

(C) 

(D) 

Market value of the firm 

Dividend & market value 

Which is the most appropriate 

of the firm 

goal of the firm ? 

Market price of the equity 

share 

Shareholders 

maximization 

wealth 

Profit maximization 

Stakeholder maximization 

EPS maximization 

25. 

26. 

27. 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

COM 306 

12% 

8.3% 

10% 

25% 
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28. 

29. 

30. 

1274 

If earning per share (EPS) is 1.5 

market price per share (MPS) is 

715, what will be the cost of 

equity share capital? 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

The after tax cost of debt is 

(C) 

calculated as : 

(D) 

11% 

(A) 

09% 

(B) 

10% 

(C) 

13% 

(D) 

Cost of debt before tax X 

(1-tax rate) 

Cost of debt before 

tax/(1-tax rate) 

Cost of debt before tax 

Short-term financial plans are 

tax rate 

made for : 

Cost of debt before tax + 

tax rate 

Less than one year 

More than one year 

More than one year but 

less than five years 

More than five years 

28. 

29. 

30. 

yft y 39T 3T4 (EPS) 1.5 7T 

uf s AIR HY (MPS) 15 , t 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

COM 306 

11% 

09% 

10% 

13% 

(1-7 ) 

(1-9R ) 
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31. 

32. 

33. 

1274 

Meaning of capital structure is : 

(A) Ratio of long term 

(B) 

(C) 

(D) 

The 

(B) 

(C) 

(D) 

sources of capital 

Equity and preference 

share capital 

capitalization is/are : 

(B) 

Equity capital + prefercnce 

(A) Issue of new share 

(C) 

capital t reserve + long 

(D) 

term debts 

None of the above 

remedies for 

Splitting of share 

Both (A) and (B) 

The proposal is rejected in case 

the profitability index is : 

None of the above 

(A) Less than zero 

Less than one 

Less than two 

under 

Less than five 

32. 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

33. uf dIHYGTII yachio 

(A) 

(B) 

COM 306 

(C) 

(D) 

(A) ya (B) t 
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34. 

35. 

36. 

37. 

1274 

Cost of capital is very much 

helpful in corporative analysis of 

various : 
(A) 

(B) 

(C) 
(D) Source of man-power 

If a company issues additional 

(A) 

shares to the public, what impact 

(B) 

does it have on its capitalization ? 

(C) 

Source of finance 

Source of services 

Source of materials 

(A) 

(B) 

(D) Converts to debt 

(C) 

Decreases 

Theories of capital structure try 

(D) 

Increases 

to analyze the inter-relationship 

Remains unchanged 

between the following: 

Debt-equity mix 
Cost of capital 
Value of firm 

All of these 

Ideal ratio for solvency is: 
(A) 1:2 

(B) 2:1 

(C) 1:1 

(D) 1:0 

34. it â GRÊG faf 

35. 

37. 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 1:2 

(B) 2:1 

(C) 1:1 

(D) 1:0 
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38. 

39. 

"40. 

41. 

1274 

What is not the kind of capital 

gearing ? 

(A) High Gearing 

(B) 

(C) 

(D) None of the above 

Cost of machine is 4,00,000 

annual and cash inflow is 

(A) 

80000, Pay-back period is : 

(B) 

(C) 

(D) 

Low Gearing 

(A) 

Mid Gearing 

(B) 

Cost of capital refers to : 

5 years 

(B) 

4 years 

(C) 

3 years 

(D) 

2 years 

(C) Required rate of return 

Flotation cost 

(D) None of the above 

Dividend 

"Trading on equity means : 

(A) Less cquity shares and 

more long term debts 

More equity shares and 

less long term debts 

Both are equal 

None of these 

38. 

39. 

40. 

41. 

? 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

COM 306 
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4 q¢ 

3 q¢ 
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42. 

43. 

44. 

1274 

The pay-back method measures : 

(A) How 

(B) 

(C) 

(A) 

(B) 

(C) 

(D) 

investment 

recovered 

(A) 

(D) The profitability of an 

ratio would be : 

(B) 

(C) 

investment 

A project has a profitability 

(D) 

index of one. Its benefit to cost 

The cash flow from an 

investment 

The economic life of an 

investment 

quickly 

1 

Zero 

100% 

may 

At the beginning of the year, 
book value of a machine is 

Z10000 and market value 15000. 

It is sold for 74000, at the end of 

the year. Depreciation that can be 

charged for the year is : 

the 

None of the above 

6000 

be 

5000 

11000 

Z 15000 

42. 

43. 

44. 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

COM 306 

100% 

6000 

5000 

11000 

15000 
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45. Cost of machine is 60000 and 

46. 

47. 

1274 

working life 6 ycars. Scrap value 
is 8O00 and cash inflow 

16000, Annual pay-back period 
will be : 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

4.5 years 

Financial decisions are : 

(D) 

3.25 years 
3.50 years 
3.00 years 

Investment decisions 

Financial decisions 

Dividend decisions 

All the above 

A machine cost is 80,000. Its 

life is 10 years. Cash inflow is 

? 18000 per year rate of return 

on average investment will be : 

(A) 10% 

(B) 15% 

(C) 20% 

(D) 25% 

45. 

46. 

47. 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(©) 

(D) 

4.5 q 

(C) 

3.25 q 

(D) 

COM 306 

3.50 

3.00 q 

Ribg 0tafe 18000 fAaT 

(A) 10% 

ferr-yft frufu 

(B) 15% 

20% 

25% 
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48. 

49. 

50. 

1274 

Which of the following 
evaluation does not consider the 

Scrap value ? 

(A) 

(B) 

(C) 

(D) 

to : 

(A) 

(B) 

(C) 

The risk of an investment refers 

(D) 

(A) 

Net present value method 

(B) 

Pay-back period method 

(C) 

Rate of return on 

investment method 

None of these 

The uncertainty of its 

return 

The amount invested 

The potential for loss 

Debentures represent : 

Fluctuations in its market 

price 

Equity share 

Long term loans 

Short term loans 

(D) Collateral assets 

48. 

50. 

(A) 

(B) 
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(C) 

(D) 

(A) 

(B) 

(C) 

(D) 

(A) 

(B) 

(C) 

(D) 
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