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Before answering the question-paper, candidates must

ensure that they have been supplied with correct and

complete question-paper. No complaint, in this regard

will be entertained after the examination.

Note : Attempt Five questions in all. Q. No. 1 is

compulsory. Attempts any four from the

remaining seven questions. All questions

carry equal marks.

4. Explain profitability Index method of capital

budgeting. How is it differ from NPV method ?

What are its merits and limitations ? 16

NPV

5. Calculated weighted average cost of capital

from the following information :

Rs.

Equity share capital (Rs. 10 each) 20,00,000

Retained earnings 75,00,000

12% Preference share capital 10,00,000

11% Debentures 35,00,000
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1

(Compulsory Question)

1. Write short notes on the following :

(a) How is Financial Management distinct

from Financial accounting ? 3

(b) Explain with suitable example Internal

Rate of Return method. 3

(c) What is the significance of Cost of

Capital ? 3

(d) What is over Capitalisation ? 3

(e) What is trading on equity ? 2

(f) Explain the form of stable dividend. 2

IRR

2. Define Financial Management. Discuss its

objectives and importance. 16

3. What do you understand by Financial Plan ?

Give main characteristics of a sound financial

plan. 16
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The market price of equity shares is Rs. 40

per share. It is expected that company will pay

dividend of Rs. 5 per share. This year corporate

tax rate is 35%. 16

 (10 ) 20,00,000

75,00,000

12% 10,00,000

11% 35,00,000

6. What is meant by Capitalisation ? How will

you determine the amount of capitalisation for

a newly established business ? 16

7. What do you mean by gross working capital

and net working capital ? Give arguments in

favour of each of them. 16

8. What is dividend Policy ? Why do shareholders

prefer dividends at present ? 16




