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PART A
Answer any FIVE questions. (5 x 8 =40)
Each question carries 8 marks.

Define ‘financial management’. Discuss its nature and scope.
What is annuity? State the formula for the present value of an annuity.
How is the cost of preference calculated?
What is financial leverage? Explain its importance.
Discuss the various phases of the capital budgeting process.
Explain the nature and forms of dividend.

What do you mean by the term cash management? Discuss its objectives.
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Discuss the cost associated with receivables and benefits of receivable
management.

PART B
Answer any THREE questions. (3 x20=60)

Each question carries 20 marks.

9. Explain the special features of the traditional and modern approaches to
financial management.

10. Discuss clearly the different evaluation techniques of capital budgeting
process.

11. Briefly discuss the significance of capital structure theories.
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The following information has been extracted from the balance sheet of Gokul
Ltd. as on 31.12.2012

Rs. in lakhs
Equity 400
12% debentures 400
Term loans (interest 18%) 1,200
2,000

(a) Determine the weighted average cost of capital of the company. It had
been paying dividends at a constant rate of 20% p.a.

(b) What difference will it make if the current market price of the Rs. 100
share is Rs. 160?

(c) Determine the effect of income tax on the cost of capital.

From the following information you are required to calculate working capital
requirements :

Annual sales Rs. 7,80,000
Percentage of net profit to cost 25%
Credit allowed to debtors 8 weeks
Credit allowed by creditors 4 weeks
Stock 6 weeks
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