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PABT A

Answer any six quesl ons irorn lh e tollow ng. Each qu€stion car es 1 mark.

1 Whal is lrading on Equity ?

2. Deline I nancia rnanagement.

3 Whal s meanl by workinq capjtal ?

4 Wlral s capila structure ?

5 Wlral s finance lunclion ?

6. Whal s cosl ol debt ?

7. Whal s capila ratioring ?

PABT B

Answera;y sit quesiions lrom lhe lollowing Each queslion caries 3 marks

9. Whal are the principLes olwork ng cap tal L4anagemenl ?

10. Exp a n ihe lradltiona approaclr ol cap tal sttuclure.

11. Whal are ihe factors alfecling dv dend policy ?

12. What are llre impodance ol capla bldgeling ?

(611=6)
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I3.'Prolit maximizaion approach is not operationally leasible" Explain

I 4 Frorn ihe joL owinq dala calcu ale the degree ol operaling leverage and lrnd oui

which lirrn ls more riskier'

Saes

Firm B

30,00,000

2,50,000

25,00,000

8.00,000

1 5. A project costing Fs 20, oo,000 generales annual p roiit oi Fs 3'00 
'000 

aller

Oepreciar on O i z sv' anO is subject to income tax @ 50% Calculale pavback

16. SK Lld. s operating income (EBIT) ls 5'00,0oO TheUrmscosloidebtis10%and

cu rrenlly the firm ;rnplovs Fs 1 5 00, ooo ol debl The ove rall cosi oJ capital

.i rn" t im r s'.. carcu ate value ol lhe i rrn (6x3=1 8)

PAFT - C

irorn the following. Each

lllanaqement. Whai are

of Relurn kom lhe Tollowing

Rs.50,000

Arswer any two queslions

17. Deiine worklng capita

18. Ca culate lnlernalBale

lnitial investmenl

Eslirnaled Net Annual

queslion carries 8 marks

ihe delerrninaits ol work ng

Rs. 15 000

Bs. 20,000

Rs. 30,000

Rs.20,000
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1 9. A company lras on ils books the lollow ng amounts and speciiic cosls ol each

Type of capital Book value l,larkel value Specitic cosls (%)

Debi 4,00,000 3,80,000 5

P€lerence capilaL 1,00,000 1,10,000 8

Equity capral 6,00 000 12,00,000 15

Reialned eam ngs 2,00,000 13

13,00,000 16,90,000

Detemine lhe weighled average cost oi capital usingl

a) Book value weights

b) Market value weights (2x8=16)


