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Instructions : (1) As per the instruction no. 1 of page no. 1.
(2) Question No. 1 is compulsory.

(3) Figures to the right indicate marks.

1 Answer in brief : 10
(1) What is payback period ?
(2) State two financial functions.
(3) What is operating leverage ?
(4) State two elements of capital structure.
(5) What is wealth maximisation ?
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2  What is leverage ? What is the effect of various types of 14
leverage on profitability ?

OR
2 (a) State the factors affecting dividend policy. 7
(b) Explain operating cycle. 7
3 Explain : (any two) 14

(1) M. M. Hypothesis
(2) Financial objectives of business
(3) Significance of cost of capital.

4 A company has to select one project out of two projects. 14
Cash outflows for project-I and project-1I are Rs. 1,00,000 and
Rs. 1,25,000 respectively. Cash inflows are as follows :

year Project-1 Project-11
1 30,000 35,000
2 35,000 40,000
3 40,000 45,000
4 55,000 55,000
5 - 50,000

Cost of capital is 10%.

1 2 3 4 5
PV.10909 |0.8260.751]0.683 | 0.621

Evaluate the project by using net present value method.

OR
4  Explain various theories of capital structure. 14
5 Write short notes : (any three) 18

(1) Factors affecting working capital

(2) Financial and combined leverage
3) Forms of Dividend

(4) Factors affecting capital structure
(5) Financial Planning.
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