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Part – A 

Max. Marks: 25
Answer all the QUESTIONS
1. What is the role of a finance manager?







 (3)

2. What is Earnings per share?








 (3)


3. What is capital budgeting?                                                                                               (3)

4. What is DCF technique?                              




                       (3)

5. What is opportunity cost?                                         





 (3)

6. What is cost of capital?                                         




           (2)

7. What is gross working capital?                                




           (2)   

8.  What is operating cycle?                                          





 (2)

9. What is a cash budget?                                            





 (2)

10. What is a credit policy?                         






 (2)

Part – B 

Max. Marks: 50

ANSWER ANY FIVE. ALL QUESTIONS CARRY EQUAL MARKS.
1 a.  Critically evaluates  the goals of maximising profit and maximising of return on equity?               
   b. Comment on the emerging role of the financial manager in India?                                                             

2 a.  The following two capital projects involve the purchase, use and final disposal of two machines             
        P and Q.

The machine P costs Rs.50, 000

The machine Q costs Rs.45, 000

	Year
	1
	2
	3
	4

	Machine P
	25,500
	24,500
	17,000
	14000

	Machine Q
	12,500
	15,500
	21,000
	38,000


Note that year 4 includes scrap value of Rs.5000 for machine P and Rs. 4000 for machine Q choose between the machines using each of the following.

i) NPV using a cost of capital of 22%

ii) NPV using a cost of capital of 28%
iii) IRR  

     b. Differentiate  IPR and ARR.
3 a.  What are the steps involved in calculating cost of debt? Bharathi Ltd an all equity firm is evaluating the following projects:                                                                                                                                            
	Project
	Beta
	Expected return %

	P
	0.6
	13

	Q
	0.9
	14

	R
	1.5
	16

	S
	1.5
	20


The risk-free rate is 10% and the expected market premium is 8% bharati’s cost of capital is 10%. Which project would be accepted or rejected on the basis of the firm’s cost of capital?

   b. What are the factors that have an important bearing on working capital requirement?                               

4 a. What is operating cycle?                                                                                                                                 
   b. What are the strategies available to a firm for financing working capital requirement?                              

5 a. What are the implications of Gordon model?                                                                                                

   b. The following information is available for Avanti corp.                                                                               
EPS Rs.4, ROI 18%

Rate of return required by shareholders 15% what will be the price per share as per the Walter model if the payout ratio is 40%? 50%? 60%?

6 a. Explain the steps involved in preparing a cash budget?                                                                                 

   b. What are the strategies involved in managing cash?                                                                                     

7 a. Discuss the payments and receipts method of cash budgeting?                                                                     

   b. Explain financial and operating leverage with examples?                                                                             
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