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Answer all quesliois. Each question carr€sr/, mark

i What is working capilal ?

2 whar s EPS t

3 What is proiilabilily index ?

4. Whal do you mean bY cost oi equily ?

Arswer any four questions Each quesiion carrles 1 mark'

5. Ditlerentiate between financial slrlcture and cap lal siructure'

7 Deiine linancial managemenl.

L Whal do you rnean by th€ goal oi weaLth maximizal on ?

9 l,4enlion various molives lor holding cash

1 O. Explain we ghied average cosl ol capital

Answer any six qLr€stjons Each quesnon caiiies 3 marks

1 I Why cap tal buclgeting is sign llcant for a lirrn ?

1 2 Whal are the var ous lactors delemlnlng worki'g capilal requiremenls ?

11 Whal is overcaoilaL zalion ?
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r4. What is VED analysis ?

15 D scuss the scope oi I nancial manage rneni.

16. What do you understand by cash manaqement ?

17. Briefly explain the operaling cyce concepi

18 A conpany issues 10000 l0% prelerence shares oi Bs 100 each. Cost oi
issues s Bs. 2 per share. Ca culate cost of preference cap la il the shares are

b) At a prem !m ol 10%
c) At a discounr ol 5%.

Answerany lwo qLeslons. Each qlestion car es 8 nrarks.

-9 Der^e ira.d Tr-rgenFnr F.odrn lsobjp lves

20. Expain the concepts oi working caplal Whal is lhe signilcance oi adequale
working capitalin a firm ?

21. ArlunLtd sconslderinganinvestrnenlproposaltopurchasearnachinecostlng
Fs. 2 50,ooo. The rnachlne has a Ie expectancy ol 5 years and no salvage
value. The companys iax rale s 40%. The finn uses sl.aghl line method for
providing deprecialion. The esiimaled cash iows beiore 1ar afler deprec alion
(CFBT)irom the machine are as lolows

CBFT
60 000

2 70,000

3 90,000

1,00,000

5 1,50,000

b) Average rale ol relurn
c) N€l present va !e at 10% dscount rate
Year12345
p.vlaclor@10% 0909 0.826 0.7s1 0.683 0.621


