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Important Instructions :

1.

This paper consists of 40 Multiple
Choice Questions (M.C.Q.). All
questions are compulsory and carry
1 mark each. There is not negative
marking.

Each question has four alternative
responses marked (A), (B), (C) and
(D). You have to choose an
appropriate answer option and
mark it on the OMR sheet.

For marking answers on OMR
sheet, follow the detailed instructions
given on the OMR Sheet.

Use only Blue or Black ball point
pen for marking on OMR.
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What is the primary objective of

financial management ?
(A) Wealth maximization
(B) Profit maximization
(C) Risk minimization

(D) Cost reduction

Which of the following is a long-

term source of finance ?
(A) Bank loan

(B) Commercial papers
(C) Equity shares

(D) Treasury bills

What is meant by working capital ?
(A) Long-term funds

(B) Short-term funds

(C) Fixed capital

(D) Debt capital

Dividend policy deals with:
(A) Distribution of profit
(B) Retained earnings
(C) Investment policy

(D) Capital structure
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Capital budgeting is concerned

with :

(A) Short-term investment
(B) Long-term investment
(C) Dividend decision

(D) Financing decision

Which one is a Liquidity ratio ?
(A) Debt-equity ratio

(B) Current ratio

(C) Return on equity

(D) Interest coverage ratio

The capital structure of a company
refers to :

(A) Mix of debt and equity
(B) Total assets
(C) Short-term liabilities

(D) Net profit

The time value of money concept
implies that :

(A) Future money of worth more
than present money

(B) Present money is worth more
than future money

(C) Money has no time value

(D) Interest rates have no impact
on money value
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The cost of capital refers to :

(A) The rate of return a company

must earn to cover its

financing costs
(B) The cost of raw materials
(C) The cost of operating
expenses

(D) The cost of goods sold

10.

Which method is commonly used

to calculate the cost of equity ?
(A) Net asset value method

(B) Capital Asset Pricing Model
(CAPM)

(C) Dividend growth model

(D) Payback period

11.
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The working capital of a company

is calculated as :

(A) Current assets minus current
liabilities

(B) Total assets minus total
liabilities

(C) Fixed assets plus liabilities

(D) Net profit minus depreciation
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12.  Which of the following is a method
of project appraisal ?
(A) Net Present Value (NPV)
(B) Gross profit ratio
(C) Debt-equity ratio
(D) Current ratio
13. Financial leverage refers to the use
of :
(A) Debt to increase the potential
return on equity
(B) Equity to reduce debt
(C) Short-term liabilities to
finance assets
(D) Cash reserves to increase
profitability
14. The term “risk” in financial
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management refers to :

(A) Uncertainty about future

returns
(B) Guaranteed future returns
(©)

(D)

No changes in cash flow

Fixed interest rates
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15.

What is the formula for calculating

the debt-equity ratio ?

(A) Total liabilities / Total equity

Current assets / Current

(B)
liabilities
Total

Total revenue /

(©)

expenses

Net income / Total assets

(D)

16.

Financial planning involves :
(A) Estimating future financial

needs of the company

the

(B) Deciding company’s

organizational structure
(©)
(D)

Hiring new employees

Selling company assets

17.
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Which of the following is NOT an

element of the capital structure ?
(A) Debt
(B)
(©)

(D)

Equity
Retained earnings

Inventory
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18.

Which of the following is a short-

term financing option ?
(A) Trade credit

(B) Equity shares

(C) Debentures

(D) Term loans

19.

A company’s profitability is
assessed using :

(A) Return on investment (ROI)
(B) Debt-equity ratio

(C) Current ratio

(D) Asset turnover ratio

20.

Which of the following is a cash

inflow ?

(A) Sale of fixed assets

(B) Purchase of fixed assets
(C) Payment of dividends

(D) Repayment of loans

21.

A-1276

Which is an example of fixed cost ?
(A) Rent

(B) Raw materials

(C) Wages for temporary staff

(D) Electricity
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22,

What is the primary focus of
financial accounting ?
(A)

Providing information to

external users

(B)

Internal decision-making

(€

Reducing costs

(D)

Maximizing profit

23.

Which of the following is a

financial statement ?

(A) Cash flow statement

(B)

Employee attendance report

(©)

Product sales report

(D)

Budget variance report

24,
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The payback period measures :
(A) Time taken to recover the
initial investment

(B)

Annual profit of a project

(©)

Total investment required

(D)

Project’s future value
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25.

Which one of the following is an

example of a current asset ?
(A) Cash

(B) Building

(C) Machinery

(D) Land

26.

Which is a form of equity

financing ?

(A) Issuing shares

(B) Borrowing from banks
(C) Issuing debentures

(D) Trade credit

27.
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Which of the following is NOT a

characteristic of preferred stock ?
(A) Fixed dividend

(B) Voting rights

(C) Priority in dividend payment

(D) Less risk compared to equity

shares
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28.

A company’s capital structure is

made up of :

(A) Debt and equity

(B) Fixed and current assets
(C) Net profit and loss

(D) Short-term liabilities and

inventory

29.

Return on investment (ROI) is a

measure of :

(A) Profitability

(B) Liquidity

(C) Operational efficiency

(D) Debt levels

30.
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Which one of the following is an

internal source of finance ?
(A) Retained earnings
(B) Public issue

(C) Bank loan

(D) Trade credit

BBAV-501

28.

FE S Go G TR S At

g2

(A) R SR S

(B) ¥t iR =e] ufawafaat

(C) s &Y 3R =

(D) oreuklfeard oAl @R
e

29.

frowr | gfawa (ROI) frasht Ama
€2

(A) S

(B) er

(C) dare <efal

(D) = &

30.

(11)

frfafed & § w1 stafa fom
e ?

(A) Gfea ey

(B) wEwife fiy

(C) 9% &

(D) =AMUR EHT

P.T.O.



31.

Which is an example of a financial
risk ?

(A) Market risk
(B) Brand risk
(C) Employee turnover

(D) Product quality

32.

Financial statements include :
(A) Income statement

(B) Production report

(C) Marketing strategy

(D) Customer feedback

33.

The term “liquidity” in finance refers
to:

(A) The ability to convert assets
into cash quickly

(B) The total value of assets
(C) Long-term solvency

(D) High profit margins

34.
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What is the formula for calculating
the quick ratio ?

(A) (Current assets-Inventory) /
Current liabilities

(B) Total assets / Total liabilities
(C) Net income / Total revenue

(D) (Current liabilities-Cash) /
Equity
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35.

A bondholder is a :

(A) Creditor

(B) Owner

(C) Shareholder

(D) Manager

36.

Which of the following is a

profitability ratio ?

(A) Gross profit margin

(B) Current ratio

(C) Debt-equity ratio

(D) Asset turnover ratio

37.
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In financial management,

“leverage” refers to :

(A) Use of debt to increase

potential returns

(B) Use of equity to reduce risk

(C) Allocation of assets

(D) Minimization of costs
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38. The internal rate of return (IRR) is :
(A) The discount rate that makes
the net present value (NPV)
zero
(B) The rate of interest charged
by banks
(C) The return required by
shareholders
(D) The current market rate of
return
39. Which of the following is a type
of financial risk ?
(A) Interest rate risk
(B) Marketing risk
(C) Employee performance risk
(D) Environmental risk
40. The term capital structure” refers
to the :
(A) Mix of debt and equity in a
company’s financing
(B) Total assets and liabilities of
a company
(C) Amount of working capital
(D) Profit earned by the company
A-1276 BBAV-501

38.

sTafte gfawa <X (IRR) 1§ 2
(A) 98 B T S YG AN oA
(NPV) &1 I o1t &

(B) bl GRI ATSI i S aTelt =S

L
(C) IRRYRHI gNI Evash Jfaka

(D) &AM IR & W Ffawd

39.

freafafea § 9 <0 @ faxrg sifem
H YRR T ?

(A) =S T Siifed

(B) fouum Sifem

(C) HHERI yevH Sifem
(D) TR SifEd

40.

(14)

“gSTt AT T A

(A) H & fommo # ®o sk
HECEIICIREE L

(B) T Wi A IREHRET 3K
SeIRAr

(C) wriefial gsit &t AT

(D) T gRT S e

P.T.O.



Rough WorkX® &&

A-1276 BBAV-501 (15) PTO.



Rough Work/R® =t

A-1276 BBAV-501 (16)



