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ADVANCED FINANCIAL MANAGEMENT
AND POLICY

MCOM/GEN/2/CC7

Time : Three Hours Maximum Marks : 70

Note : Attempt Five questions in all, selecting one

question from each Unit including the:

compulsory Q.' No. 1. All questions carry
equal marks.

1. Attempt all the following questions :
(a) Define time value of nioney. 3
(b) Types of financial decisions 3

(c) Commercial papers and their features 2
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Unit 1

In what ways in the ‘wealth maximization
objective’ superior to ‘profit maximization’

objective ? Explain with suitable examples. 14

A choice is to be made between two proposals
which require an equal investment of Rs.
50,000 each and are expected to generate net

cash flows as under :

Year Project A (Rs.) Project B (Rs.)

1 25,000 10,000

2 15000 12,000

3 10,000 18,000

4 Nil 25,000
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5 12,000 8,000
6 6,000 4,000

The cost of capital of the company is 10%.
Which project should be chosen under NPV
method presuming a discount rate of 10% and
present value of Re. 1 at this rate being 0.909,
0.826, 0.751, 0.683, 0.621 and 0.564 for the
years 1,.2, 3, 4, 5 and 6 respectively. 14

Unit I

4. Discuss briefly the Net Income (NI) approach
ta. capital structure. What are the limitations of

thiis -approach ? Explain. 14

5 ‘Write short notes on the following :

(@) Three long-term source of finance 7
(b) Weighted average cost of capital and its

implications. 1

Unit III
6. What is meant by working capital ? Explain in
brief determinants of working capital. 14
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Objectives of receivables management 4
conomic Order Quantity (EOQ) methog
of inventory control. .

| of cash. 5

()
()
(¢) Optimum leve

Unit 1V

8. What is dividend policy ? Explain the Walter’s
dividend model and its assumptions. 14

9. Discuss different motives for mergers and
acquistion. Also explain the benefits of merger,
14
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