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MASTER OF COMMERCE
Term-End Examination 05530

June, 2015
MCO-07 : FINANCIAL MANAGEMENT

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

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

1. Explain the meaning of financial management
and critically evaluate the goals of financial
management. 5,15

2. What is meant by ‘Present value of a future
amount’ ? How are the present values and future
values calculated ? Explain with examples. 5, 15

3.  What are various types of risks ? Explain them. 20

4. (a) What is cost of capital ? Explain its
relevance in Capital Budgeting decisions. 4, 6
(b) ‘X’ Ltd. issues ¥ 100 face value preference 10
shares with a dividend of ¥ 12% payable
after 10 years. The net amount realised per
share is ¥ 92. Calculate the cost of
preference share capital.
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5. A firm whose cost of capital is 10% considering 20
two mutually exclusive projects ‘A’ and ‘B’. The
details are as follows :

Year Project ‘A’| Project 'B’
) ®)
0 80,000 85,000
Cost 1 10,000 50,000
cash inflows 2 20,000 40,000
3 30,000 20,000
4 45,000 10,000
5 60,000 10,000

The PVF of ¥ 1 at 10% for the year 1, 2, 3,4 and 5
is .909, .826, .751, .683 and .621 respectively.

Find out the Net present value at 10% for both
the projects.

6. Explain the meaning of Financial leverage and
Operating leverage. Also explain their
applications. 8,12

7. (a) What are the objectives of cash 10
management ?

(b) What is credit policy ? Explain the various 10
elements of credit policy.

8.  What are various sources of raising long term
finance ? Explain any two of them. 6, 14
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9.  Write explanatory notes on any two of the

following : 10, 10
(@) Project financing
(b) CAPM

(c)  Economic order quality
(d) Role of stock exchanges
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9. frafafes # fesdl  w forangee feoroi fafa
(a) R e 10,10
(b) it uftmrafa wima faiRo qisa (CAPM)
(c) omfefes aTear s
d) s TEEs w1 i
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