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PART A (Short Answer Questions)
Answer all questions
Each question carries 1 mark
 (10*1=10 Marks)


1. What is business Finance?
2. What is Equity Shares?
3. What is Net Working Capital?
4. What do you mean by Transaction motive?
5. What are the cost of maintaining receivables?
6. What is explicit cost?
7. What is capitalisation?
8. What do you mean by financial leverage?
9. What is regular dividend policy?
10. What is bonus issue?

PART B (Brief Answer Questions)
Answer any eight questions
Each question carries 2 marks              
(8*2=16Marks)
11. Definition of financial management?
12. State any two disadvantages of preference shares?
13. State the formulas relating to Net operatingcycle?
14. Define cash budget?
15. State the dimensions of receivable management?
16. Write a short note on inflation adjusted cost of debt?
17. Differentiate capitalisation and capital structure?
18. Short note financial leverage
19. What is script dividend?
20. What is dividend pay-out ratio?



21. Calculate gross working capital and net working capital from the following?
Balance sheet of pearl India ltd.  As on 31-3-2011
	Liabilities
	Rs.
	Assets
	Rs.

	Equity shares
	200000
	Goodwill
	20000

	8% debenture
	100000
	Land and Buildings
	150000

	Reserve & surplus
	50000
	Plant and Machinery
	100000

	Sundry Creditors
	150000
	Finished goods
	60000

	Bills Payable
	30000
	Work in Process
	40000

	Outstanding Expenses
	20000
	Prepaid Expenses
	20000

	Bank Overdraft
	50000
	Marketable Securities
	60000

	Provision for Taxation
	20000
	Sundry Debtors
	90000

	Proposed Dividend
	30000
	Bills Receivables
	20000

	
	
	Cash and Bank Balance
	90000

	
	650000
	
	650000



22. What are the main motives for holding cash?

PART C
ANSWER ANY SIX. EACH QUESTION CARRIES 4 MARKS.
(6*4=24 Marks)
23. Factors affecting size of Bill Receivable?
24. Write note on average or composite cost ofcapital?
25. What is meant by capital structure? What are the major determinants of capital structure?
26. Calculate degree of operating leverage, financial leverage and combined leverage from following data :
Sales 1, 00,000 units @ Rs.2 per unit	- Rs.2, 00,000
Variable cost per unit @ Re. 0.70
Fixed cost Rs.1, 00,000
Interest charges – Rs.3668
27. Discuss various forms of dividends? Write a short on dividend policy in practise?
28. A company has a total investment of Rs.5, 00,000 in assets and 50,000, outstanding ordinary shares at Rs.10 per share (par value). It earns a rate of 15% on its investment, and has a policy of retaining 50% of the earnings. If the appropriate discounted rate of the firm is 10%, determine the price of its share using Gordon’s model? What shall happen to the price of the share, if the company has a pay-out of 80%?
29. What are the factors determine the working capital requirement?
30. Explain the concepts of working capital?
31. Distinguish between shares and debentures?
PART D
ANSWER ANY TWO QUESTIONS. EACH QUESTION CARRIES 15 MARKS.

(2*15=30 Marks.)

32. Define capital structure. State its theories?
33. Define cash management. Explain various methods of investing surplus cash. What criteria should a firm use in investing in marketable securities?
34. Explain the types of capitals used in business. Explain various sources of raising short term and long term fund?
35. What is finance function? What are the objectives of financial management? Explain the scope of finance function?







