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MCO-07 : FINANCIAL MANAGEMENT
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Note : Attempt any five questions. All questions carry equal
marks.

1. (a) What are basic financial decisions ? How
do they involve risk-return trade off ? 10, 10

(b) Whatrole should the financial manager play
in a modern organisation ?

2. (a) Explain the method of calculating present
value of cash flows. 10, 10

() Explain the concept of valuation of
securities. Why is the valuation concept
relevant for financial - decision making
purposes ?

3. (a) Whatis payback period method ? Despite
its weakness, it is a very popular method.
What are advantages and disadvantages of
the same ? 10, 10
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(b) Find payback period of the following
machines :

(1) Machine ‘A’ costs ¥ 50,000 and
generates a cash flow of ¥ 18,000 per
year for four years.

(i) Machine ‘B’ costs ¥ 75,000 and
generates I 20,000 per year for six
years.

Suggest which machine is better and
why ?

(@) A company issued a 10% perpetual debt for
¥ 15,00,000. The company is in the 40%
tax bracket. Find the cost of debt after tax
(i) at par (ii) at a discount of 15% and (iii) at

10% premium. 15 5

(b) Distinguish between explicit cost and
implicit cost.

Discuss the concept of financial leverage, 20

operating leverage and combined leverage. How

are they calculated ? Explain their significance

in the planning of a firm.

(@) What is Optimum capital structure ? 5
Discuss.

(b)  Ciritically examine the Net Income and Net 15
operating Income approach to capital
structure decisions.

(@) What are the main determinants of a
dividend payout ? 10, 10

(b) Why do firms follow a policy of stable
dividend ?
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8. (a) TREEH wsh o & 2 i gsi we o fag
7e forg TR el €2 10, 10
(b) wrdee doft wery ® Sifew - Yo & "HEeE
i AT HITT |

9. Trefafea # farl & W feoft fafa: 10, 10
(a) I FaY F THAlh
(b) ShfEm qsi
() T fom sm it fom
(d) e focd
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8. (a) What is an operating cycle ? How is it
important for the management of working
capital ? 10, 10

(b)  Explain the risk-return trade off in working
capital management.

9. Write short notes on any two of the following : 10, 10
(@)  Techniques of inventory management.
(b) Venture Capital
(c) Corporate finance Vs. Project finance
(d) Lease financing
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s faita fofa = €7 I® fRE N
Shfias —wed s oA & ? 10, 10

s ayfes weA § fafta weresh @t @ fie
Bt =fey ?

Ak YIS & SdHE G ht oA h fafy Rt

AT HIfST | 10, 10 .

wfasfadi & odichd H1 Heheddl i A
Hifw | qeaiRa Yoo foda fofa o1 &
fer =i Suge © 2

Y o orafy fafu =0 82 =% fafy sl &
NS T AR | 5 A T W
g2 10, 10
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(b) frforfaa =il =1 9 o srafy 3 Ffm .
(i) W A’ H AT T 50,000 ¥ IR T
ks YelTe = a7t 3 fer i o 218,000
7
(i) HH B @A 2 75,000 ¥ iR @
g o ©: ul % forg wfa a2 20,000
Tl
g dfs |

4. (a) TF FFA 10% W T 15,00,000 F feer FH1 15, 5
S AT B | FEA 40% T FT WA H o7
FO S B A H (i) T A W, (3) 15%
N T A (1) 10% e W 7 Fifw
(b) T= TN R fifeq e § A7 i

5. foriia ofats, aftemem ofavs oik dgem e 31 20
THTHH T qUH HITC | 3TR T BRE TR
STt ¥? TF BH @ A H e a vee §)
STEAT I |

6. (a) TN EEMHIL? TR AT R 5
(b) STt H= ot % fret o w6 Frae aiees 15
g gfesh & A=A TherT ey |

7. (a) UV YTIH T oS & Freie a9y ) 10, 10
(b) W frer Tty A ==Y sro 22
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