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Financial Management

IR 1 THHA & |
Note : Answer all questions, All questions carry equal marks.
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Define financial management and discuss its functions.
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What do you understand by financial planning ? why is it necessary for successful business operations?
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What do you understand by capital Budgetings ? Explain the objection and importance of capital budgeting.
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Two project A and B are under consideration of the management of savita Lid. the particular available are :

AT A (Project A) g B (Project B)
AT Cost 100000 & 100000 &
e Sfiam (aut ) 4 6
Economic life (in years)
e & of ama o 50000 ¥ 10000 &
Eaming before depreciation years 1
P qd ang ot 2 40000 20000 %
Eaming before depreciation years 2
& qf ona af 3 30000 % 30000 %
Eaming before depreciation years 3
@ qd omg ad 4 10000 ® 40000 &
Earning before depreciation years 4
Fe® qdarg ot s - 50000 &
Eaming before depreciation years 5
v @ qd amg a6 - 60000 W

Eamning before depreciation years 6
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Calculate ROl and ARR on the basis of the above particular and point out which project is better. Ignore taxation.
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What do you understand by combined leverage? How will you measure the degree of combined leverage? Explain by giving
an example.
s /OR
e fafies 3 100 ® @ 5000, 9% WK aw Prifie AR ok 97 @ Pt 2 @
AT P 2.5% ToTel 0.5% A @A 5000 ® WRNSR Fw gft ) o W A IR R @ adw IR B
asnel dR A ud qoft @ awra v gefY?
Sita limited has issued 5000, 9% preference share of Rs. 100 each and has incurred the following expenses underwriting
commission 2.5%, Brokerage 0.5%, other expenses Rs. 5000 find out the cost of preference Share capital. If the present
company tax rate is 35%. What will be the cost of capital before tax?
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Define capital structure. Discuss the factors affecting capital structure
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What is dividend policy? Explain the various factors determining the dividend policy of a company.
-5/ Unit-V
Eﬁsﬁﬂ@hmﬁﬁﬁ?wmmaﬁmmmmﬁa@ﬁmmmmﬁm—mwﬁwm
amen 8°
What is working capital ? On the formalise of a new business, what considerations are taken into account in estimation the
amount of working capital required ? http.//www.abvvonline.com
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Explain clearly the meaning of cash management and the main motives for holding cash and liquid assets.
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