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FINAN CIAL MANAGEMENT

 Tinge = 3 Hours e Maxzmum Marks 70

Note : 'Attemp't Five 'questions in all, selecting one
question from each Unit. Q. No. 1 is
- compulsory. All questions carry equal marks.
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1. Define the following :
- (a) Agency costs
(b) Operating leverage
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(c) Profitability Index

(d) Operating thc1c~:ncy | ) |
(¢) Cost of Debt "%}f"

(f) Receivables Management
' (g) Capital Structure. '
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2. In w Vi
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objective superior tg the profit maximization
objective ? !;*Xpldm
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3. How do companies organize their finance
functions ? What role is played by chief
financial officer ?
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. 4. A machine will cost Rs 1,00,000 and will

’ provide annual net cash inflow of Rs. 30,000
for six years. The cost of capital is 15 percent.
Calculate the machine’s NPV and IRR. Should

the machine be purchased ?
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5. What are mutually exclusive projects ? Explain
the conditions when conflicting ranking would
be given by the IRR and NPV methods to

uch projects. A
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6. What is meant by 'cash convér‘sion cycle ?
' Why is it an important concép’t in wdrking
~ capital .ma.lnafgement' ? Explain with illustration.
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Te A company has Rs. 4 per
on each unit of inventory,’
50,000 units ang an orderj
per order. Calculate the
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discount of Rs. 0.25 per unit is offered to the
company when it purchases in lots of 1,000
units, should the discount be accepted ?
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8. X Co. has a net operating income of

Rs. 2,00,000 on an investment of Rs. 10,00,000

in assets. It can raise debt at a 16 per cent rate =

of interest. Assume that taxes do not exist.
Using NOI approach and an overall
capitalization rate of 12%, compute the total

value of the firm and cost of equity if the firm
has Rs. 3,00,000 debt.
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What is Miller-Modigliani’s  dividend

irrelevance hypothesis ? Critically evaluate its

assumptions.
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