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Instruction : Figure to the right indicate marks.
1. (a) Give the meaning of Finance Function and explain modern approach of Finance
Function. 6
OR
Explain the process of Financial Planning.

(b) Discuss any six factors affecting Financial Planning. 4
OR
Discuss incidental Financial Function.

(c) Discuss objectives of Financial Planning. 4
OR
Write down the role of Financial Manager.

2. (a) Explain the meaning of capital structure and describe factors affecting it. 6
OR
Explain the characteristics of an ideal capital structure.

(b) Write note : Over Capitalisation — causes and remedies. 4
OR
When Trading on equity can become profitable ? Explain.

(c) Explain the meaning and types of Leverage. 4
OR
Write down merits and limitations of Preference Share briefly.

3. (a) Discuss any ten factors determining working capital. 6
OR
Discuss limitations of inadequate working capital.
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©

(b)

Discuss approaches of working capital.

OR

Discuss in brief the types of working capital.

Give the meaning of cash management and discuss motives for holding cash.

OR

Explain the objectives of maintaining receivables.

How capital budget is prepared ? Explain.

OR

Explain the importance of cost of capital.

Answer any two of the following :

)
(i)
(iii)

(iv)

Write note : Retained earnings
Write note : Techniques of capital budget
Devanshi Ltd. has issued 12% debenture at par having face value of ¥ 100

for the period of 8 years. Expenditure to issue debenture is 4%. Rate of tax
1s 50%. Find out the cost of debenture after payment of tax.

Aparna Co. Ltd. wants to invest ¥ 4,00,000 in machine. Life of machine is
5 years. The scrape value of the machine is ¥ 80,000. Profit before
depreciation and tax is as below:

Year 1 2 3 4 5

Income (X) | 60,000 | 80,000 | 1,00,000 | 1,20,000 | 80,000

Depreciation is calculated on straight line method. Tax rate is 50%.
Calculate average rate of return on average investment.

5. Answer any seven from the following questions briefly :

(1)
2
3)
4
(&)
(6)
(7
®)
®)

What is financial management ?

Give the meaning of net working capital.

State any four reasons for under Capitalisation.
What is thin equity?
Write down any four advantages of Financial leverage.

State four merits of debenture from the view point of company.

Write down four merits of cash management.

What is profitability index?

What is opportunity cost approach?

(10) Explain any four merits of equity share from the view point of company.
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