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Subject Code: MB921/R09 

M B A - II Sem Regular/supplementary Examinations, November -2013 

FINANCIAL MANAGEMENT 

Time: 3 hours                                                                            Max Marks: 60 
Answer any FIVE of the following 

 All questions carry equal marks. Q.No.8 is compulsory 

**** 

1. “Finance function is concerned wit allocating funds to specific assets and obtaining the   

  best mix of financing in relation to the overall valuation of the firm”. Discuss 
 

2. What is capital budgeting? Explain the assumptions and decision rules of the discounted 

flow techniques of capital budgeting. 
 

3. Define overall cost of capital. Explain its importance in financial decision making. 

Compare and contrast book value methods and market value weights 
 

4. What is M&M hypothesis of capital structure? Critically examine the Modigliani Miller 

Hypothesis of capital structure and explain its limitations. 
 

5. Examine the Walter and Gordon views on relevance of dividend policy          

6. Discuss the significance of working capital for a manufacturing firm? Briefly outline the 

determinants of working capital of a firm? 
 

7. (A).The coromandal International Ltd. Is examining the question of relaxing its credit 

policy. It sells at present 20,000 units at a price of Rs. 100 per unit, the variable cost per 

unit is Rs. 88 and the average cost per unit at the current sales volume is Rs. 92. All the 

sales are on credit, the average collection period being 36 days. A relaxed credit policy is 

expected to increase sales by 10% and the average of receivables to 60 days. 

 Assuming 15% return, should the firm relax its credit policy? 

                                     OR 

(B). What is receivables management? Discuss in detail the objective benefits and cost of 

receivables management. 
 

8. CASE STUDY (COMPULSARY) 

A company is considering following investment project: 

    Cash in flows (Rs.) 

        Projects      B0                   B1       B2        B3 

  A -10,000  +10,000       -         - 

  B -10,000  +7,500  +7,500         - 

  C -10,000  +2,000  +4,000  +12,000 

  D.  -10,000  +10,000 +3,000  +3,000 
 

 (i) Rank the project according to each of the following methods: 

       Pay back, ARR, IRR, and NPV assuming discount rates of 10 and 30 percent. 

     (ii)Assuming the projects are independent, which one should be accepted.  
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