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BCQ/M-23 14026
FINANCIAL MANAGEMENT

Paper–III (BC-303)

Time : Three Hours] [Maximum Marks : 80

Note : Attempt five questions in all selecting one question from
each unit but not more than two. All questions carry equal
marks.
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1. Define Financial Management. Discuss objectives and
functions of financial management.
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2. Explain the process of Financial planning.
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3. What is Over-capitalization? Explain the causes of over-
capitalization.
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4. Explain the theories of capital structure.
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5. What do you mean by long-term and short-term sources of

finance? Explain short-term sources of finance in detail.
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6. A firm's after-tax specific cost of capital is as follows :

����7�
�����-� �������,�
�	�� �$�
	&8��	9��������	���#:

Cost of capital 10%

Cost of Preference shares 12%

Cost of equity shares 15%

The following is the capital structure :

Sources Amount

Debt 3,00,000

Preference Share 2,00,000

Capital Equity Share 5,00,000

Capital 10,00,000

Calculate the weighted average cost of capital, K0.
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7. Explain the Net Income Approach of Capital structure. What

are its limitations?
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8. A choice is to be made between two competing proposals

which require an equal investment of Rs. 50,000 and are

expected to generate net cash flows as under :
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Year Project I Project II

1 25,000 10,000

2 15,000 12,000

3 10,000 18,000

4 Nil 25,000

5 12,000 8,000

6 6,000 4,000

The cost of capital of the company is 10%. Which project

should be chosen under :

(a) Payback period method, and (b) NPV method.



9. Define Working Capital. Explain the determinants of working
capital. What are the advantages of adequate working capital?
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10. Explain the various dividend models.
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