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I.  (A) Define Financial Management and discuss its functions. 6
OR
Explain the process of Financial Planning.

(B) Explain modern approach of Finance Function. 4
OR
Discuss the objectives of Financial Planning.

(C) Write a note on role of Financial Manager. 4
OR
Discuss in brief factors affecting Financial Planning

2. (A) What is Capital Structure ? Explain the characteristics of an ideal Capital
Structure. 6
OR
Define Equity share and write down its advantages & limitations.

(B) Write a note : Over Capitalization - causes and remedies. 4
OR
Write down any six factors affecting Capital Structure.

(C) Explain the meaning and types of Leverage. 4
OR
When Trading on equity can become profitable ? Explain.

3. (A) Discuss any eight factor determining working capital. 6
OR
Discuss various types of working Capital.

(B) Discuss limitations of inadequate working capital. 4
OR
Explain the objective of holding inventories.
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(©)

4. (A

(B)

Explain the objective of maintaining receivables. 4
OR
Discuss motives for holding cash.

Explain the importance of cost of capital. 6
OR

Explain factors affecting capital budgeting.

Give answers any two : 8

(1) Explain pay back method of capital budgeting.
(2) Explain weighted average cost of capital.

(3) Himanshu Co. Ltd, wants to invest ¥ 3,50,000 in machine. Life of machine
is 5 years. The scrape value of the machine is ¥ 50,000. Profit before
depreciation and tax is as below:

Years 1 2 3 4 5
Income(%) 60,000 | 1,00,000 | 1,00,000 | 1,10,000 | 80,000

Tax rate is 50%, if depreciation is calculated on straight line method
Calculate : Average Rate of Return on average investment

(4) Nirali Ltd. has issued 10% debenture worth of ¥ 10,00,000 having face
value of ¥ 100 with discount of 5% for the period of 10 years. Cost of issue
will be 5% and rate of tax is 50%. Calculate cost of debenture after tax.

5. Answer the following question briefly : (any seven) 14

(1)
2)
3)
4)
)
(6)
(7
(8)
)

What is Maximization of Profit ?

Explain the meaning of under capitalization.

Give the meaning of Net Working Capital.

Which functions are included in Incidental Finance Function?
Which are the sources of Long Term Capital ?

Write down four merits of Cash Management

What is Opportunity Cost Approach ?

Explain the four limitation of preference share.

Which are the components of Working Capital ?

(10) What do you mean by flexible Working capital ?
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