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Time : 3 Hours|
1 (a) Define Financial Management and discuss its functions.
OR
Discuss factors affecting Financial Planning.
(b)  Explain importance of Finance function.
OR
Discuss Objectives of Financial Planning.
(¢) Explain traditional approach of Finance function.
OR
Write note: Role of Finance Manager.
2. (a) Whatis Capital structure 7 Explain the characteristics of an ideal capital structure.
"OR
Define Equity share and write down its advantages & limitations.
(b) Explain the meaning and types of leverage.
. OR
Write note: Under Capitalisation - its effects & remedies.
(c) When Trading on Equity can become profitable ? Explain.
. OR
Write down‘any six tactors affecting capital structure.
3. (a) Discuss types of working Capital.
' OR
Diseuss any ten factors affecting Working Capital.
(b)  Discuss limitations of inadequate Working Capital.
OR
Explain the objectives of holding inventories.
(¢c) Give the meaning of Management of Receivables. Explam the ob]ectlves of
- maintaining receivables.
OR
Discuss any six factors determining Cash flow.
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4. (a) Give the meaning of Cost of Capital & explain its importance. 6
oy

Explain process of Capital Budget.

(b) Answer any two of the following : ‘ 8

(i)  Explain briefly techniques of Capital Budget.

(ii)  Write note : Weighted average Cost of Capital.

OR
Cost of Retained Earnings

(iii) Aditya Ltd. wants to purchase Machine worth of Rs.10.00,000. Expected
life is 10 years. Its scrape value is ¥ 1,00,000. Expected Profit for five years
is as below :

Year 1 2 3 4 5

Profit in ¥ 3,00.000 | 4,80.000 | 4,60,000 | 4.20.000 | 4,00,000
Tax rate is 50%. If depreciation is calculated on straight line Method,
calculate payback period.

(iv) Shashin Ltd. has issued 10 % debentures worth-of ¥ 20,00,000/- having
face value of ¥ 100/- with discount of §% for the period of 10 years. Cost of
issue will be 5% & rate of tax is 50%. Calculate cost of debenture before
tax.

5. Answer the following question briefly. 14
(1) Write down three advantages of debenture from the view point of company.
(2) What is maximization of profit ?
(3) Which functions are included in Modern Finance Function ?
(4) What is over Capitalisation ?
(5) What is profitability index ? OR What is watered capital ?
(6) What are the limitations of preference share ?
(7) Give the meaning of Net working capital.
(8) What are the dangers of excess working capital ?
(9)° Which functions are included in Incidental Finance function ?

(10) What do you mean by flexible working capital ?

(11) State any three limitations of Financial Planning.

(12) What is discounted rate of return method ?

(13) What is historical cost of capital ?

(14) What is opportunity cost approach ?
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