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Note : This paper is of Eighty (80) marks divided into two
(02) Sections A and B. Attempt the questions contained
in these sections according to the detailed instructions
given therein.
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Note : Section 'A' contains Five (05) long answer type
questions of Twenty (20) marks each. Learners are
required to answer any Two (02) questions only.

(2×20=40)
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1. Describe the concept of profit-maximization and wealth
maximization. Which of these do you think is a better
operational guide for a finance manager? Explain.
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2. Explain the principles of working capital management. Also
describe the factors that determine the working capital needs
of a firm.
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3. Define cost of capital. What are its usefulness? How is the
cost of capital relevant in capital budgeting decisions and
capital structure planning?
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4. A firm can make investment in either of the following two

projects. The firm anticipates its cost of capital to be 10%

and the net (after tax) cash flows of the projects for five

years are as follows :

Year 0 1 2 3 4 5

Project-A (5,00,000) 85,000 2,00,000 2,40,000 2,20,000 70,000

Project-B (5,00,000) 4,80,000 1,00,000 70,000 30,000 20,000

Calculate the NPV and IRR of each project. Explain with

reasons which project you would recommend.
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5. What is capital structure? What factors are considered in

deciding the capital structure? Also critically examine the

traditional and Modigilani approach of capital structure

theories.
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Note : Section 'B' contains Eight (08) short answer type
questions of Ten (10) marks each. Learners are required
to answer any Four (04) questions only. (4×10=40)
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Briefly discuss any four (04) of the following :
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1. Emerging Role of the Financial Manager in India.
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2. Importance of the Capital Expenditure or Investment
Decisions to the Management.
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3. Main Determinants of the Dividend Policy of a Corporate

Enterprise.
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4. Operation of ABC Analysis for Inventory Control.
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5. Various Types of Lease Financing.
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6. A firm has sales of Rs. 10,00,000, variable cost of

Rs. 7,00,000 and fixed cost of Rs. 2,00,000 and debt of

Rs. 5,00,000 at 10% rate of interest. What are the operating,

financial and combined leverages? If the firm wants to double

Earnings Before Interest and Tax (EBIT), how much of the

rise in sales would be needed in a percentage basis.
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7. Salient Features of the International Foreign Exchange

Market,
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8. Various steps involved in  Merger.
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