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1. (A) (1) What is Finance Function ? Explain its Importance.  7 

  (2) Discuss the Process of Financial Planning. 7 

                       OR 

  (1) Explain the Traditional and Modern Approach of Finance Function.  7 

  (2) Explain the Role and Functions of Financial Manager. 7 

 (B) Answer the following questions briefly : (Any four)  4 

  (1) Is the utilization of Finance not considered in Modern Approach of Finance 
Function ? 

  (2) How the Return on Investment is calculated ? 

  (3) What is Maximization of Wealth ? 

  (4) Who is Financial Manager ? 

  (5) How the condition of Financial Market affects Financial Planning ? 

  (6) Mention three limitations of Maximization of Profit. 

 

2. (A) (1) Explain the difference between Over Capitalization and Under 
Capitalization.    7 

  (2) Write a short note on “Trading on Equity”. 7 

OR 

  (1) Explain the characteristics of an Ideal Capital Structure. 7 

  (2) What is Equity share ? State its advantages and disadvantages.  7 

 (B) Answer the following questions briefly : (Any four)  4 

  (1) Explain the meaning of Capitalization ? 

  (2) How the condition of Capital Market affects the Capital Structure ? 

  (3) What is Watered Capital ? 

  (4) Explain the meaning of Financial Leverage ? 

  (5) Give the meaning of Debenture ? 

  (6) What is Thick Equity ? 
 



MR-104 4  

3. (A) (1) Explain the factors determining Working Capital Requirement.  7 

  (2) State the results of excess Working Capital. 7 

                                        OR 

  (1) Explain the objectives of Holding Inventories.  7 

  (2) Discuss the factors determining the requirement of Cash.  7 

 (B) Answer the following questions briefly : (Any three)  3 

  (1) Explain the meaning of Initial Working Capital ? 

  (2) What is Special Working Capital ? 

  (3) Mention any three objectives of maintaining Receivables. 

  (4) Explain the meaning of Bank-Overdraft. 

  (5) Give the meaning of Finished Goods. 

 

4. (A) (1) Explain the Importance of Cost of Capital.  7 

  (2) Sun Co. Ltd. wants to buy a machine. Its particulars are as under : 

   Capital Investments ` 4,00,000. Depreciation on machine 20%. Profit after 
deduction of depreciation and other expenses will be as under : 

Year l 2 3 4 5 Total 

Profit ` 2,00,000 2,00,000 1,60,000 1,60,000 80,000 8,00,000 

   Assuming Income tax @ 50%, calculate rate on Capital Investment through 
the Payback period method.  7 

                OR  

  (1) Moon Co. Ltd has issued 4,00,000 debentures of ` 100 each with Interest 
rate of 14% for the period of 8 years. Expected expenditure to issue 
debentures is ` 4 per Debenture. If the tax rate is 30%, calculate the cost of 
debentures after payment of tax.  7 

  (2) Explain the factors affecting Capital Budgeting.  7 

 (B) Answer the following questions briefly : (Any three)  3 

  (1) What is Average Cost of Capital ? 

  (2) Give the formula of calculating Cost of Equity Share Capital on the basis of 
Earning Method. 

  (3) State any three characteristics of Capital Budgeting. 

  (4) Explain the meaning of Profitability Index. 

  (5) What is Historical Cost of Capital ? 
____________ 


