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Instruction :  Figures to the right indicate marks.

Explain different approaches of financial function and discuss interrelation of financial

function with other area of management. 14
OR
(A) Define financial planning and discuss its process. 7

(B) Explain the roles of financial manager.

Give the meaning of under capitalization and discuss the causes and various effects of

under capitalization. 14
OR

(A) Explain the types of Leverage.
(B) Discuss the factors affecting formulation of capital structure. ;

What is working capital ? Discuss the factors affecting working capital requirement. 14

OR
(A) /Discuss importance of holding cash in business. |
(B) Explain the objectives of maintaining inventory in company. 7

Discuss the objectives of capital budgeting and state the stages of capital budgeting. 14
OR

Answer any two of the following :

(1) Explain importance of cost of capital. 7

(2) Following are details of capital structure to the Dhanshree Ltd. : 7
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Equity share capital (each of ¥ 10) 9,00,000 30

9% Pref. share capital (each of ¥ 100) 3,00,000 70

12% Debenture (each of ¥ 100) 13,00,000 80
Total

Wd equity dividend in the next year is 30%, which will grow at the rate of -
7%. The tax rate on company is 50%. Calculate the weighted average cost of capital
under the market value weighted.

(3) Radhe Company Ltd. wants to invest ¥ 5,00,000 in machine. Life' of machine is

5 years. The scrap value of machine is ¥ 50,000. Depreciation 1s calculated on

straight line method. Profit before depreciation and tax is as under : 7
Year | 1 2 | 3 - 5

| Income | 80,000 | 1,00,000 | 1,20,000 1,22,000 |

Lasiesas !

Tax rate is 50%. On the basis of above information, calculate average rate of return

on average investment.

5.  Answer the following questions in short : (any seven) 14
(1) Write down managerial functions of Financial Management.
(2) Give the meaning of Financial Management.
(3) What 1s Capital Gearing ?
(4) What is the meaning of Thin equity ?
(5) Explain the meaning of regular working capital.
(6) Which expenses are included in the cost of maintaining receivable ?
(7) Whatis Bank Overdraft ?
(8) State the merits of debenture from the view point of company.
(9) What is historical cost of capital ?
(10) Write different types of capital structure on the basis of securities.

(11) Write down formulae for computing cost of redeemable preference share capital.

(12) What is discounted cash flow method ?
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