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Note : Attempt Five questions in all. Q. No. 1 is compulsory.
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1. (a)

Discuss the objectives of Financial Planning.
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(b)  Evaluate a project on the basis of Net Present Value

Method.
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(¢)  Explain Eamning Yield Method of Cost of Equity
Capital.
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(d) Discuss the importance of Capital Structure.
T T B ggem ® == HIRFT
(¢)  Explain the disadvantages of Inadequate Working

Capital.
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() What is Pre-emptive Rights ? 16
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2. Define Financial Management. What are the major

financial decisions which are taken by Financial

-Management 7 16
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3. XYZ Ltd. Company is considering an investment in a

project requiring a capitai outlay of Rs. 2,00,000. Forecast

for annual income after depreciation but before tax is as :

Year Rs.
1 1,00,000
2 1,00,000
3 80,000
4 80,000
5 40,000
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Depreciation may be taken as 200 on original cost and 4,
taxation at 50% on nel mecome. Lvaluate the projo
according to (a) Payback mcthod (b Rate of return on

averapge investment {€) IDscounted Cash Flow Methodd
taking cost of capital as 10% and (dy Profitability Indey
Method.

Discount Factors at 10% are 0,900 (826, (.75 0640

and 0.621 for the years 1, 2, 3, 4 and 5 respéctiyedy. 16
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The capital structure of ABC ltd. is as follow : Rs,

Equity Share Capital (5000 share fully paid) 500,000

12% Debenture of Rs 100 each 3,50,000

9% Prefcrence. Share Capital (3500 share

fully paid) 3.50,000

Retained Earnings 2,00,000
14,00,000

The company has earned Rs. 20 per share on equity. The
shares of the company are sold in the market at book

value. The corporate tax rate is 35%. Cost of equily share

) capital is also to be assumed as the cost of retained
carnings. Calculate the weighted average cost of
capital. 16
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-term requirement of funds ?
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TR H % ﬁ:L j’f ; I gw R | FT ® R Explain different short-term SOUICES of finance. 16
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What do you mean by Capital Structyre 7 Explain the
Net Income and Net

o f

‘ Operating Income approaches of
Capital Structure. &Q 16
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6. Define Dividend Polic\» xplain various types of dividend

policies. and state 1ving reasons, about which type of
dividend policy a good company should follow. 16
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7. Define Working Capital. Explain objectives of working
capital management and methods to determine the need

of working capital need of a business. 16
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