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Instruction :  Figures to the right indicate marks.
1.  (a) Explain the importance of Financial Management in organization. 6
Explain the administrative fgrﬁtions of Finance Management.
(b) Explain in brief “Objectives of Maximization of Income”. 4
Explain in brief the “Tregigional Approach of Finance Function”.
(¢) Explain in brief the roles of “Finance Manager”. 4
OR

Discuss in brief any six factors affecting Financial Planning.

2. (a) What is Capital Structure ? Explain the characteristics of an ideal capital
structure. 6
OR
Explain any six factors affecting capital structure.

(b) What is trading on equity ? Discuss the limitations of trading on equity. 4
OR
Explain the difference between over and under capitalization.

(c) What is leverage ? Explain various types of leverage. 4
OR
Explain the effects of financial leverage on shareholder’s risk.

3. (a) Whatis working capital ? Explain its characteristics. 6
OR
Discuss any six factors determining working capital.
(b) Discuss in brief the components of working capital. 4
OR

Discuss in brief the types of working capital.
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(c) Discuss in brief factors determining the requirement of cash.
OR
Discuss in brief factors determining the total amount of receivable.

4.  (a) Explain the meaning of cost of capital and its various concepts.
OR
Explain the importance of cost of capital.
(b) Answer any two of the following :

(i)  Write note : Techniques of capital budget

(1)  Write note : Procedure of capital budget

(i11)) From the following particulars, select the proper plan according to total
return and total net return method :

Project Total Annual Estimated Return
No. |Investment| 1% Year | 2" Year | 3" Year |4 Year | 5 Year
3 3 4 3 £4 4
(1) 6,00,000 |1,60,000| 1,60,000 | 1,60,000 |1,20,000| 1,00,000
(2) 4,00,000 |1,40,000 | 1,40,000 | 1,20,000 {1,00,000| 1,00,000

(iv) The Management of Viral Co. Ltd. wants to invest I 4,00,000. They have
3 projects for capital investment. The expected annual return available from

these 3 projects is given below. Determine the priority number as per Pay

Back method.
No. of Total Annual Estimated Return
Project |Investment| 15 Year | 2" Year | 3™ Year | 4™ Year | 5" Year
4 £4 4 £4 3 k4
(1) 4,00,000 |1,60,000 | 1,20,000 | 1,20,000 |1,00,000| 80,000
(2) 4,00,000 |1,60,000 | 1,60,000 | 1,60,000 [1,00,000| 80,000
3) 4,00,000 |1,40,000 | 1,20,000 | 1,00,000 | 40,000| 40,000

5. Answer any seven from the following questions briefly :

(1) What is Financial Management ?

(2) What is Financial Planning ?

(3) What are the advantages of Over Capitalisation ?
(4) Write remedies to remove Under Capitalisation.
(5) What is Thin Equity ?

(6) What is Net Working Capital ?

(7) What are the objectives of holding cash ?

(8) Explain the meaning of Cost of Capital.

9)

(10) What is Profitability Index ?
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Which factors are affecting Capital Budgeting ?




