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I Answer in one sentence.    

   
 

1 What is meant by “Financial Risk”? 

 

1 

2 Name any two Current Assets? 

 

1 

3 What is meant by Gross Working Capital? 

 

1 

4 In a Company profits are heavy and in future less scope of expansion exists. Company has 

decided to pay a very less dividends.  Here, which value and whose interest have been affected? 

 

1 

5 Define “Capital Structure”? 

 

1 

6 What is meant by “Financial Planning”? 

 

1 

7 A wholesaler of Onion comes to know that due to less production the prices of Onion will 

increase heavily. He stored the Onion and during rising prices earns heavy pro fit by selling the 

stored Onion. From earned profits, he provides some money for social activities also. In this 

situation, which values he reflects here. 

 

1 

8  What is meant by Investment decision? 

 
1 

 Answer in 50-75 words. 

 

 

9 Explain the objectives of “Financial Planning”? 

 

3 

10 What is meant by a Financial Management? State any two Financial Decisions taken by a 

Financial Manager? 

 

3 

11 How “Capital Structure of Other Companies’ affects the Capital Structure decisions? 

 

3 

III Answer in around 150 words.  

 
 

12 You are the Financial Manager of a newly established Company. The Directors have asked you 

to determine the amount of Working Capital requirement for the Company. Explain any four 

factors that you will consider while determining the Working Capital. 

 

4 

13 Pranav is engaged in “transport Business”, Identify the working capital requirement of Pranav 4 
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stating the reason in support of your answer. Pranav also wants to expand and diversify his 

Transport Business. Explain any two factors that will affect his fixed capital requirements. 

 

14 Explain the following: 

 ICR, DSCR and RoI.  

 

3 

IV Answer in around200 words. 

 

 

15 Explain factors affecting the dividend decision. 

 

5 

16 A business man who wants to start a manufacturing concern approaches you to suggest him 

whether the following manufacturing concerns would require large or small or large working 

capital? 

(i) Bread (ii) Sugar (iii) Coolers (iv) Furniture manufacturing against specific Orders 

(v) Motorcars  

Give your viewpoint with reasons in each of the above cases. 

 

5 

17 ‘S’ Limited is manufacturing steel at its plant in India. It is enjoying a buoyant demand for its 

products as economic growth is about 7%-8% and the demand for steel is growing. It is planning 

to set up a new steel plant to cash on the increased demand it is facing. It is estimated that it will 

require about Rs. 5000 crores to set up and about Rs 500 crores of working capital to start the 

new plant.  

Questions 

 1. What is the role and objectives of financial management for this company?  

2. What is the importance of having a financial plan for this company? Give an imaginary plan 

to support your answer.  

3. What are the factors, which will affect capital structure of this company?  

4. Keeping in mind that it is a highly capital intensive sector what factors will affect the fixed 

and working capital. Give reasons with regard to both in support of your answer. 

 

6 

18 Explain the term ‘Trading on Equity’. Why, when and how it can be used by a business 

organisation? Give an example. 

 

6 

19 Sakshi Ltd. is a company manufacturing electronic goods. It as a share capital of Rs 120 lakhs. 

The earnings per share in the previous years was Rs 0.5. For diversification the company 

requires additional capital of Rs 80 lakhs. The company raised funds by issuing 10% debentures 

for the same. During the current year the company earned profit of Rs 16 lakhs on capital 

employed. It paid tax of 40%.  

a. State whether the shareholders gained or loss in respect of earning per share on diversification. 

Show your calculations clearly. 

 b. Also state any three factors that favour the issue of debentures by the company as part of its 

capital structure.                                                                                  

 

6 

20  Explain the meaning of Fixed Capital. Briefly explain any four factors that determine the fixed 

capital of a Company? 
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