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MASTER OF COMMERCE 

Term-End Examination 
07 

June, 2011 

MC0-07 : FINANCIAL MANAGEMENT 

Time : 3 hours 	 Maximum Marks : 100 

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

1. (a) What is financial management ? Explain 
its basic functions. 	 12+8 

(b) What are the key activities of a financial 
manager ? 

2. Discuss the concept of 'risk' and 'return.' 
Differentiate between book return and market 
return; single period return and multiperiod 
return and Ex- ante and Ex- post return. Support 
your answer with examples. 	 5+5+5+5 

3. Machine 'A' costs Rs 5,00,000 and Machine 'B' 
costs Rs 3,00,000. The cash inflows of both the 
machines are given below. The rate of discount 
is 10%. 	 8+8+4 
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Year 
Cash inflows (Rs) 

_ Machine 'A' 
Cash inflows (Rs) 

Machine 'B' 
P.V of Rs 
1 at 10% 

1 1,40,000 2,20,000 .909 
2 1,60,000 2,00,000 .826 
3 1,70,000 1,90,000 .751 
4 2,00,000 1,70,000 .683 
5 2,30,000 1,50,000 .621 

Calculate NPV of both machine. Which of the 
machines in your opinion should be selected and 
why ? 

4. (a) What are the term loans ? Explain their 
features 	 10+1( 

(b) How does international financial 
management widen the scope of a 
company ? 

5. What is project financing ? Explain different types 
of risks associated with it. 	 10+11 

6. From the information given below calculate the 
operating leverage, financial leverage and 
combined leverage of company 'x' and 
company 'y'. 	 5+5+5+ 

Particulars 
Company X 

(Rs) 
Company Y 

(Rs) 

Sales 50,00,000 80,00,000 
Variable cost 20,00,000 25,00,000 
Fixed cost 12,00,000 15,00,000 
Interest 5,00,000 10,00,000 

Which company in your opinion has greater risk 
and why ? 
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7. (a) Discuss the features of an appropriate 

capital structure. 	 10+10 

(b) What do you mean by EBIT-EPS Atialysis ? 

8. Explain the purposes of cash budget. How is it 

prepared ? Prepare cash budget with imaginary 

figures. 	 5+5+10 

9. 	Write explanatory notes on (My twp of the 

following : 
	 10+10 

(a) Dividend Policy 

(b) NPV Vs. IRR 

(c) Benefits and costs of lease financing 

(d) Economic order quantity 
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