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Instruction :  Figures to the right indicate marks.
1.  Define Financial Management and explain its objectives. 14
OR
(A) Discuss the factors affecting Financial Planning. 7
(B) Explain the Traditional and Modern Approach of Financial Function. 7

2. What is over capitalisation ? Discuss the causes and various effects of over

capitalisation. 14
OR

(A) When Trading on equity can become profitable ? Explain. 7

(B) Discuss the characteristics of ideal capital structure. 7

3. Discuss importance of maintaining receivable and holding cash in business. 14
OR

(A) Explain the types of working capital. 7

(B) Discuss limitations of inadequate working capital. 7

4.  Give the meaning of Capital Budgeting. Explain factors affecting Capital Budgeting. 14
OR
Give answer any two questions : 14
(1) Discuss importance of cost of capital.
(i1)) Explain objectives of Capital Budgeting.
(ii1)) Rahi Co. Ltd. has issued 15000 debentures having face value of ¥ 120 with
interest rate of 10% and at 5% discount rate, for a period of 16 years. The
expenditure to issue debenture is I 30,000. If the tax rate is 30%, calculate the cost

of debenture after tax.
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(iv) Rajvi Company Ltd. wants to purchase machine at I 3,00,000. Its useful life is 15

years and depreciation on machine is 15%. Return after deduction of depreciation
are as under :

Year 1 2 3 4 5
Return 1,20,000 | 1,00,000 | 70,000 | 70,000 | 50,000

Applicable Tax rate is 50%, calculate the rate of return on investment according to

pay back method.
5. Answer the following questions briefly : (any seven) 14
(1) Write down scope of Financial Management.
(2) State the role of controller as an Assistant Financial Manager.
(3) Give the meaning of Financial Leverage.
(4) Write down any four factors affecting Capital Structure.
(5) Give the meaning of Net working capital.
(6) Write down four objectives of holding inventory.
(7) Explain any four advantages of equity share.
(8) What is Weighted Average Cost of Capital ?
(9) Write inter relation of finance function with production function.

(10) What is Historical cost of capital ?

(11) Give meaning of Bank overdraft.

(12) Write causes of under capitalisation.
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