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1 Answer following questions in short. 14

(1) State incidental finance funictions.

(2) List features of an ideal capital structure.

(3) Name documents required for listing of
securities.

(4) State types of working capital.

(5) Explain approaches about capital budgeting
decision.

(6) Explain relationship between dividend and

retained earning.

2 (a) What is share market ? Discuss its 7
characteristics.
(b) Give meaning of listing of securities and 7

make its critical evaluation.

3 (a) Give definition of financial management T
_ and explain its scope.
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(b) Give definition of capital structure and 7
explain capital structure of ordinary share
and preference share.
OR
3 (a) “Modern approach of finance function is 7
superior than traditional approach.” Explain
this statement.

(b) XYZ Company has capital structure of* 7

equity share only. Total equity share capital
is Rs. 1,00,000 which is divided into 10,000
equity shares, each of Rs. 10.

Now the company requires additional capital

of Rs. 1,00,000 for expansion, for which

following three alternatives are available :

(1) To issue equity share for entire capital,
each of Rs. 10.

(2) To issue Rs. 50,000 equity share, each
of Rs. 10 and Rs. 50,000 debenture of
15%, each of Rs. 10.

(3) To issue Rs. 50,000 equity share, each
of Rs. 10 and Rs. 50,000 preference
share of 10%, each of Rs. 10.

The compaﬁy’s _expected earning before

-i interest and tax is Rs. 50,000 and tax rate

is 50%. Find out earning per share f")t three

alternatives.
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What is working capital ? Discuss its

features.

Give meaning of cost of capital and describe 7

its importance in financial management.
OR

Discuss sources of working capital.

ABC company has issued 10,000

debentures of 10%, each of Rs. 100. Total

expenses of issuing debentures were
Rs. 25,000. Rate of taxes is 40%. Find out
cost of debentures in following circumstances.
(1) If debentures are issued at par.

(2) Ifdebentures are issued at 10% discount.

(3) If debentures are issued at 15% premium.

What is capital budgeting ? State
features of capital budgeting and types of
capital budget plan.
Discuss factors affecting distribution of
dividend.

OR

Explain various types of dividend policy.
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() PQR company has two projects, Rs. 2,00,000 7
will be invested for both the projects. Cash

flow arising from them is as below.

Cash Flow
Year Project A | Project B | Discount value
Rs. Rs.| ofRs.1at10%
1 1,00,000 90,000 0.909
2 80,000 90,000 0.826
3 60,000 60,000 0.751

Cash flow is discounted at 10%. According to
pay back method and Net Present Value
method, which project should be selected ?
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