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FINANCIAL MANAGEMENT

Paper–BC-403

Time : Three Hours] [Maximum Marks : 80

Note : Q. No. 1 comprising of five short answer type questions
carrying four marks each is compulsory. Attempt any four
questions from the remaining eight questions carrying 15
marks each.
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1. Compulsory Question 
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(a) Explain the functions of Chief Financial Manager. 4

(b) What is the need of financial forcasting in a company ?
4

(c) What are the objectives of Inventory Management ?
4

(d) What are various types of Financial Plans ? 4

(e) Qualities of optimum capital structure. 4
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2. Define financial management. Discuss objectives and
functions of financial management. 15
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3. What is over-capitalisation ? What are its causes ? Explain
briefly the effects and remedies of over capitalisation. 15
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4. What is meant by long-term finance ? Explain the sources
of long-term finance in a company. 15
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5. What do you mean by capital structure ? Explain the net
operating income approach to capital structure. 15
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6. What do you understand from dividend policy ? Explain the
factors which determine the dividend policy. 15
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7. What is the meaning of working capital ? Explain the factors
affecting the working capital requirement of a business. 15
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8. A company is considering an investment proposal to install
a new machinery. The project will cost Rs. 50,000 with life
of 5 years and no scrap value. The estimated cash flow before
tax and depreciation are Rs. 10,000, Rs. 11,000, Rs. 14,000,
Rs. 15,000 and Rs. 25,000 respectively the tax rate of the
company is 55% and it uses straight line depreciation.
Compute (i) Average rate of return, (ii) NPV at 10% discount
rate, and (iii) Profit ability index at 10% discount rate.

Note : Discount factors at 10% are .909, .826, .751, .681
and .621 for the years 1, 2, 3, 4 and 5 respectively.
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9. Calculate cost of debit in each of the following situations :

(i) Debentures are sold at par and flotation cost are 5%.

(ii) Debentures are sold at a premium of 5% and flotation

cost are 5% of issue price.

(iii) Debentures are sold at a discount of 10% and flotation

cost are 5% of issue price.

Rate of interest on debentures is 10% and face value of
debenture is Rs. 100. Maturity period is 5 years and tax rate
of the company is 40%.
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