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MC0-07 : FINANCIAL MANAGEMENT 

Time : 3 hours 	 Maximum Marks : 100 
Weightage : 70% 

Note : Attempt any five questions. All questions carry equal 
marks. 

1. (a) What do you mean by financial 
management ? Discuss the verious finance 
functions. 	 10+10 

(b) What do you mean by time value of money ? 
Explain the mechanics of calculating the 
present value of cash flows. 

2. (a) What is the method used for Valuation of 
Bonds ? Illustrate with the help of example. 10+10 

(b) "Dividend growth approach is right method 
to value equity stock." Explain. 

3. (a) Define capital budgeting. Why pay back 
period method is popular ? 	 10+10 

MCO-07 	 1 	 P.T.O. 



(b) A company is considering the following 
investment projects : 

Cash flows Rs. 

Projects Co  Cl  C2 C3  
X — 20,000 + 20,000 + 10,000 
Y — 20,000 + 15,000 + 15,000 
Z — 20,000 + 4,000 + 8,000 + 10,000 

Rank the projects according to the pay back 
period method. 

4. (a) What is leverage ? Discuss the types of 
leverage. 	 8+12 

(b) What is Modigliani and Miller (MM) 
Proposition ? Explain in detail. 

5. What are the different sources of Long Term 20 
Finance ? Explain each one of them briefly. 

6. (a) What is Lease financing ? Discuss its various 
forms. 	 10+10 

(b) What is working capital ? Discuss the steps 
involved in estimation of working capital 
needed by the firm. 

7. (a) Discuss in detail the factors that determine 
the cash needs of a firm. 	 10+10 

(b) What are the various marketable Securities 
in which surplus cash can be invested ? 
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8. (a) Critically explain Walter's relevance theory 
of dividend. 	 10+10 

(b) Briefly discuss the procedures for listing of 
securities on the stock exchange. 

9. (a) Discuss the important variables of Credit 
Policy. 	 10+10 

(b) What is factoring ? What are its functions ? 
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