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Instruction : Figures to the right indicate marks.

1.

Define the Financial Management and discuss it’s scope. 14
OR

(A) Explain the various approaches of Financial function. 7

(B) Discuss the stages of Financial Planning. 7

Explain the importance of Capital Structure and discuss the factors affecting its

formation. 14
OR
(A) Explain meaning of Over Capitalization and give the reasons for the emergence
of it. 7
(B) State the circumstances under which Trading on Equity become Profitable. 7

Give the meaning of Working Capital and discuss the principles and types of Working

Capital. 14
OR

(A) Discuss the objectives of holding Inventories in business. 7

(B) Explain limitations of Inadequate Working Capital in business. 7

Explain the process of Capital Budgeting and discuss the techniques used to prepare it. 14
OR
Answer any two :
(1) Explain the weighted average cost of capital. 7
(2) Priya Limited issued 7000 preference share of ¥ 120 each with a dividend of 11%
at a premium of 5%. These shares are to be returned after 10 years at face value.
The expenses to issue these shares are ¥ 28,000. Find out the cost of preference
share capital.
If preference shares are irredeemable what would be the cost of capital ? 7
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(3) Priyanka Limited wants to purchase machine worth of ¥ 3,50,000. The scrap
value of machine yields 20% after its estimated life of 5 years. Depreciation on
machine is calculated by straight line method. Tax rate is 50%. Profit after tax
expected to arise from machine and present value of ¥ 1 at 10% discount rate are
as under :

Year 1 2 3 4 5
Profit after tax 22,000 | 38,000 | 42,000 | 64,000 | 80,000
Present value of 31 | 0.909 0.826 0.751 0.683 0.621
From the above information, calculate : 7
(1) Investment Payback Period
(i) Profitability Index
5. Answer the following questions briefly : (Any seven) 14

(1) State the interrelation of finance function with sales function.

(2) What is Maximisation of Wealth ?

(3) Give the meaning of Operating Leverage.

(4) Write down remedies to remove effects of watered capital.

(5) What is the meaning of Cumulative Preference Share ?

(6) Write expenses included in the cost of maintaining receivable.

(7) Explain the meaning of Cash Planning.

(8) What is the importance of Cost of Capital ?

(9) Write down any four objectives of Capital Budgeting.

(10) Which are the components of Working Capital ?
(11) What is Capital Gearing ?

(12) Write a role of Treasurer as an Assistant Financial Manager.
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