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Answer any five of the following: 5 × 20M 

1. What do you understand by the nature of Financial Management? What are the 

different objectives of Financial Management? 

2. Describe about various sources of Short term and long term financing. 

3. What are the disadvantages of NPV and IRR methods of Capital Budgeting? 

4. Write in detail about any one of the theories of Capital Structure. 

5. What is meant by Dividend? Outline clearly about different models of Dividend. 

6. “The role of a Financial Manager has become very significant and cumbersome in the 

changing financial environment”. Discuss. 

7. Calculate the weighted average cost of capital for ABC Ltd., from the following 

information: 

 (a) 6 per cent 10 year debentures Rs. 5,00,000. The company receives Rs. 98 per 

debenture. 

 (b) 8 percent term loan Rs. 5,00,000. The company receives entire proceeds of the 

loan. 

 (c) Rs. 7,00,000, 9 per cent preference shares. Net proceeds to the company Rs. 100 

per share. 

 (d) Rs. 10,00,000 equity share capital. Present dividend per share Rs. 7.50. Best 

estimate of next year growth of dividend is 10 per cent. Latest market price is Rs. 

95 per share.  

 The company is in a 50 per cent tax bracket. 

8. A company is contemplating purchasing a new mass storage unit for its computer 

facility. It is expected to cost Rs. 2,00,000 further; the company estimates Rs. 20,000 

as permanent working capital. The projected Net cash inflows from the proposed 

investments projected are as follows for each year of operation: 

 Year: 1 2 3 4 5 

Inflow (Rs.): 50,000 80,000 1,00,000 80,000 60,000 

 The company’s cost of capital is 12%, advise the company whether the project should 

be accepted or rejected. (Use the Net Present Value method). 

* * * 


