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Note:    a)  No additional answer sheets will be provided.

          

b)  All sub-parts of a question must be answered at one place only, otherwise it will not be valued.

          

c)  Missing data can be assumed suitably.








Part - A 



Max.Marks:25
Answer all QUESTIONS.
	1.
	Explain the objectives of Profit maximization and wealth maximization.
	[3M]

	2.
	Discuss the characteristics of capital budgeting decisions.
	[3M]

	3.
	Elaborate the concept of cost of Retained Earnings.
	[3M]

	4.
	Differentiate between cash cycle and operating cycle.
	[3M]

	5.
	Design a model credit policy for an MSE Organization
	[3M]

	6.
	Justify the concept of dividend irrelevance theory.
	[2M]

	7.
	List out the four functions of financial management with examples. 
	[2M]

	8.
	Discuss the differences between Equity Shares and Preference Shares. 
	[2M]

	9.
	Explain the circumstances in which stock split and bonus shares, decisions will create value to a company.  
	[2M]

	10.
	Elaborate the significance of Green Shoe Option in Initial Public Offers (IPOs). 
	[2M]










Part – B


   
 Max.Marks:50
ANSWER ANY FIVE QUESTIONS. EACH QUESTION CARRIES 10 MARKS.
	11.
	a)
	Mr. Veera aspires to buy a house at Berumpur after five years from now, at an expected cost of Rs. 50 Lakhs. How much annual savings should Raju make, if his savings earn 11% compound Interest?
	[5M]

	
	b)
	Examine the role and responsibilities of a finance manager in Modern MNCs.
	[5M]

	
	
	
	

	12.
	a)
	Discuss the significance of DCF Technique and Adjusted Present Value Techniques in Capital Budgeting.
	[5M]

	
	b)
	Skylab examining the financial feasibility of two projects A and B. You are required to calculate the NPV assuming discount rate of 12% and also calculate the IRR of both the projects and suggest which one can be accepted for investment. 

Year

0

1

2

3

4

Project A

Rs.40,000

Rs.17,000

Rs.4000

Rs.6000

Rs.9000

Project B

Rs.48,000

Rs.22,000

Rs.5000

Rs.7000

Rs.8000


	[5M]

	
	
	
	

	13.
	a)
	Beta Limited and Theta Limited operates in the same line of business of manufacture of rubber components. However, their cost structures and financing structures differ substantially. An analysis of their financial performance has revealed the following data: 
Particulars

Beta Ltd.,   (  Rs.in lakhs)

Theta Ltd., (  Rs.in lakhs)

Sales

750

1100

Variable Cost

300

  500

Fixed Cost

250

  200

Operating Profit, EBIT

200

  400

Interest

  75

    80

Profit Before Tax

125

   320

(1) Find out DOL and DFL for both.

(2) What is your interpretation of DOL and DFL on both firms ?


	[5M]

	
	b)
	Explain MM approach with assumptions. In what way it is different from NI and NOI approaches. 
	[5M]

	
	
	
	

	14.
	a)
	Discuss the financing strategies required for working capital financing during boom and recession scenarios in the economy. 
	[5M]

	
	b)
	“Organizations operate in a unique environment, suitable to this current assets and current liabilities of the firms need to be designed and adopted”. Do you agree and discuss the statement. 
	[5M]

	
	
	
	

	15.
	a)
	From the following information, calculate the average collection period.

Total Sales – Rs.5,00,000

Cash Sales – Rs. 1,00,000

Sales Return – Rs.10,000

Debtors at the end of the year – Rs.18,000

Bills Receivables – Rs.5,000

Creditors – Rs.19,000 


	[5M]

	
	b)
	Discuss various cash management models with formulas. 
	[5M]

	
	
	
	

	16.
	a)
	“Western MNCs prefer for buyback of shares than announcement of dividends, whereas Indian MNCs prefer the opposite approach”. Comment.
	[5M]

	
	b)
	The following information is available for Sandhya Musicals:

Earnings per share 


        = Rs.5.00

Internal Rate of return

        = 20%

Rate of return required by the shareholders = 16%
What will be the price per share when the dividend payout ratio is 40% and 60%, 90% as per Gordon’s model? Under these circumstances, discuss the impact of such dividend policy on the company financial health. 

	[5M]

	
	
	
	

	17.
	a)
	Discuss the significance of time value of money in financing decisions.
	[4M]

	
	b)
	Explain the concept of Optimal Capital Structure. 
	[3M]

	
	c)
	Discuss the objectives of Inventory Management
	[3M]
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