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ANSWER ANY FIVE QUESTIONS

1.
Define financial management and explain what are the various functions of finance.

2.
Explain Discounting and Non - Discounting methods of capital budgeting.
3.
From the following particulars of RBC company calculate operating and financial leverages.  
The company's current sales revenue is ` 15,00,000 lakhs and sales are expected to increase 
by 25%., ` 9,00,000 incurred on variable expenses for generating ` 15 lakhs sales revenue.  
The fixed cost is ` 2,50,000/-.  The company has ` 20 lakhs equity share capital and                 
` 20 lakhs, 10% debt capital.  ` 10 per equity share and 50% tax rate. 
4.        a)
A company expects a net income of ` 80,000.  It has ` 2,00,000 8% debentures. The 
equity capitalization rate of the company is 10%,  calculate the value of the firm and       
overall capitalization rate according to the net income approach [ ignore tax].
[ 6 ] 

b)
If the debenture debt. is increased to ` 3,00,000, what shall be the value of the firm       


and the overall capitalization rate.






[ 6 ]
5.
What is working capital?  Explain the importance of working capital.

6.
What is inventory management?  Explain the various types of inventory.

7.
Latha company wished to arrange over draft facilities with its bankers during the period April to June 1998 when it will be manufacturing mostly for stock.  Prepare a cash budget for the above period from the following data indicating the extent of the bank facilities the company will require a the end of each month.

	Month
	Sales (`)
	Purchases (`)
	Wages (`)

	February
	1,80,000
	1,24,800
	12,000

	March
	1,92,000
	1,44,000
	14,000

	April
	1,08,000
	2,43,000
	11,000

	May
	1,74,000
	2,46,000
	10,000

	June
	1,26,000
	2,68,000
	15,000



Additional information:

           i)
50% of the credit sales are realized in the month following the sales and the remaining 50% in the second month following, creditors are paid in the month following the month of purchase.



ii)
Cash at bank on 1.4.98 (estimated) in ` 25,000.
-- 00 -- 00 --
A 10
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