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QUESTION BANK

“Finance function is concerned with allocating funds to specific assets and obtaining the best mix of
financing in relation to the overall valuation of firm.”Discuss.

As a financial manager of a newly started joint stock company of a large size, what various sources
would you do to raise funds required for its smooth running? Explain.

What is Capital Budgeting? Explain the various methods of Capital Budgeting.

X.Itd. issues 50,000 8% Debentures of Rs.10 each at a premium of 10%. The cost of floatation are 2%.
The rate of tax applicable to the company is 60%. Compute the cost of debt capital.

Using imaginary figures show how to determine the value of firm under (a) The net income approach
(NI) and ( b) the net operating income approach (NOI) Approach.

Explain the meaning of the term capital structure and also mention the factors affecting capital structure.
Discuss the relation between debt financing and financial leverage.

Explain the relevance concept of dividend or the theory of relevance.

The Apex Company which earns Rs.5 per share, is capitalized at 10% and has a return on investment of
12%. Using Walter’s model, determine: 1) the optimum pay-out and ii) the price of share at this pay-out.

10. What do you understand by working capital? Discuss the various sources of working capital funds.
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