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(A) Expalin the meaning of finance function. 
How does modern approach to finance 
function differ from traditional approach ? 

OR 

ENGLISH VERSION 

(A) () Describe in bricf: The proccss ol 
linancial planning. 

(2) Explain the role of a financial manag 
(B) Mention objectives of financial planning. 

(A) What does over capitalisation mean ? 
Discuss the causes, effects and remedies 

of over capitalisation. 

(A) () Explain features of an ideal capital 
OR 

structure. 
(2) What is equity share ? Mention the 

advanlages of cquity sharc. 
(B) Explain-Importance of leveragc. 

(A) (1) Expalin the mcaning and type of 
working captial. 

(A) (0) 
(2) 
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(2) Explain - principles of working capital 
managenment. 

OR 

(B) Explain any thrce forms of inventorics. 

Expalin Importance ol cost of capital. 
DEVANSIL Company Lid. is considering 

lo purchase a machine which will carry out 
operations performed by labour x and y 
are alternative models. 
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(A) (0) Explain -"Characteristics o> working capital. 7 
(2) Explain creditors as a component 

of working capital. 
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Detail 

Form the following information. You 

ire required to prepare a profitability 
statement and work out (1) pay back period 
and (2) Average rate of return in respcct 
of cach machine : 

Estimatcd life of machinc 

Cost of machine 
Cost of indirect material 

Estimated saving in scrap 
Additional maintenance cost 
Estimated saving in direct 
wages. 

Employees not required 
Wage per employee 
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OR 

(B) Expalin 

Machine 'X' Machine 'Y' 
5 ycars 

Rs. 

1.50.000 

4 

6.000 
10,000 
19.000 

150 

600 

6 years 

"Cost of Retaincd Earning. 

Rs. 

2,50.000 

(A) (1) Give the meaning and characteristics 
of capital budget. 

8,000 
15,000 

Which model would you recommend ? 
Why ? Ignore taxes, there are not scrap 
value of the machinc. 

27,000 

200 
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(2) DHRUV Company Ltd. issues 12% debentures 7 
debentures of 10 years nmaturity. The face 
value of the debentures is Rs. 100 but its issue 
pricc is Rs. 96. The company pays under writing commission and othcr charges which amount to 4% of the face value of the 
debentures. If the tax rate is 50% compute the after tax cost of debentures. What would be the cost of these debcntures if they are irredeemable ? 
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