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INSTRUCTIONS TO CANDIDATES

1, SECTION-A conlans FIGHT gueshions CETYING

attampt ALL guesions
SECTIONS wty of FOUR Unis4 IL W & V. Each Subsection contains
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3. SECTIONC in COMPULSORY #nd conaist of ONE Case Study carrying TWELVE marks.
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TWO marks sach and students has to

1. Write a detailed note on MM Hypothesis |
arbitrage between debt and equity for expla

What is specific and marginal cost
cost of capital of a firm in various fi

What is combined leverage? Write a detailed note on the impact
the risk profile of a firm. Give suitable examples to Support your answer,

SECTION-B
UNIT-I

» Discuss in detail the interface of financial management with

tal market facilitates mobilizing long-

What is capital market? Discuss in detail how capi!
term funds for a company

UNIT-TI
and 11 Discuss in detail the principle of
ining MM Hypothesis | and LL.

of capital”? Discuss in detail the role and imponance of
nancial decisions of a company.

UNIT-IN1
of financial leverage on

4
SECTION-A 13
W rite short notes on the lnllowing .
| Functions of Financia! Management 14. ABC Co. Ltd. is evaluating the financial feasibility of following machine and has sought
your opinion whether this machine should be installed if the cost of capital of the firm is
2. Annusty 10%
1. Weighted Aver T it T CashFlow(AmountlnRs)
cighted Average Cost of Capaa Machine ||,m.|i_ o ‘Cuh Flnw&mogn_tl.u Rs)
£ ROI { \In\'um:nt | Yearl| Year2| Year3 Yeard | Year$
! ! - ¢ _L
L X | ?.00.000 2.,00,000 1,30,000{  1,50,000 1,90,000) -20,000
S, Trading on Equey
6 Accounting Rate of Return UNIT-IV
7. Permanent Working Capral 15. Wh:I:_du you IT:S&;I by working capital? Discuss in detail various factors determining
working capital of a company in India.
8. Stock Dividend d i
16. ?\"crli.tc : ?claitlll:?i ;or.; on various forms of dividend policies followed by companies in
ndia. Also, briefly discuss Walter's model for determining divi i
ey ining dividend policy of a
2pmangy (
S3 e
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SECTION-C

17 Case Study :

Based on the following information, prepare a cash budget for ABC Ltd. :

~1,25,000

L : B _* 1 ngft_cr (Rs.)| 2" Quarter (Rs.)| 3™ Quarter (Rs.)[ 4" Quarter (Rs.)
| Opening ash balance 10,000 o ] ' —
| C

l

ollection from Customgrs[ . 1,50,000 | "i;éo;(j(jf)"!‘ T 291.000
Purchase of Material \ 20,000 35000 35000 ,l?i(}ﬁ{'}
\_Q,thr:i Expenses 25000, 20000] 20000 17.000,
Salary and Wages 90,000 95,000 © 95000 109200
Income Tax 5,000 | = e | R
Purchase of Machinery — e — T 20,000

The company desires to maintain a cash balance of Rs. 15,000 at the end of each quarter. ,
Cash can be borrowed or repaid in multiples of Rs. 500 at an interest of 10% p.a. /
Management does not want to borrow cash more than what is necessary and wants to repay
as early as possible. In any event, loans cannot be extended beyond four quarters. Interest is

computed and paid when the principal is repaid Assume that borrowings take place at the
beginning and repayments are made at the end of the quarters.
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Il No.
tal No. of Questions : 10

MBA (Sem.-2)
CORPORATE FINANCE AND POLICY
Subject Code : MBA 206-21
M.Code : 92177
Date of Examination: 16-12-2023

ime : 3 Hrs.

{STRUCTIONS TO CANDIDATES :

{. SECTION-A Contains EIGHT questions carrying TWO marks each and students

has to attempt all questions.

2. SECTIONS-B consists of Four Subsections : Units — I, II, 1l & IV. Each

Total No. of Pages : 02

Max. Marks : 60

Subsection contains TWO questions carrying EIGHT Marks and student has to

attempt any ONE Question from each subsection.
3. SECTION-C is consists of ONE Case Study carrying TWELVE marks.

SECTION-A
1. Write Briefly :

—

a) Define Time Value of Moncy
b) What are the functions of corporale finance”

C

—

Explain Bond as a source of finance
d) What is EBIT/EPS analysis?
¢} Definc Business Risk

fy What is Internal Rate of Retumn?

g) Define Stock Dividend
h)y Aggressive approach to Working Capnal
SECTION-B
UNIT-I

2. Define the meaning and scope of corporate finance. Discuss the interface of financial

3, Explain different sources of long-term and short-term finance available o an

]

management with other functional areas of management
organisation.

r1 92177
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UNIT-IT

whillllﬁ the relevance of cost of capital in corporate investment and financing decision?
How is weighted average cost of capital determined?

5. Write notes on
a) Arbitrage process
b) Net Income and Net Operating Income Approaches.
UNIT-111
6. What is leverage” Explain different types of leverages and its significance for any firm.

7. Definc capital budgeting decision. Distinguish between Internal rate of return and
Accounting rate of return with appropriate examples.

UNIT-IV

& State the reasons that make working capital management as an important funetion of the
financial manager. What are different sources of financing working capital?

9. Explain the different theorics of Dividend relevance and irrelevance.
SECTION-C

10.  ABC. Lid has to make a choice between two projects namely A and B. The initial capita!
outlays of two projects are Rs. 1,35,000 and Rs. 2,40,000 respectively for A and B. There
will be no scrap value at the end of the life of both the projects. The opponunity cost of
capital of the company is 16%. The annual incomes are as under:

Project A | Years-1:Nil [ Year2 Vear3: | Yerd: | Yo
30000 | 1.32.000 | 84.000 | 84,000 \

____ Year 2 Year 3: Yeard: | Yewr 5

84,000 96.000 | 102000 | 90000

al  Asa Finance Manager which Project will you recommend based on Discounted Payback
period. Show the computation.

b)  Will the decision change with NPV ecriteria or remain same? Caleulate NPV and
comment.

¢)  Which project will be selected based on Profitability Index method and why?
Present Value of Re.lat 16 percent

‘ Year| | Year 2 i Yeard | Yeard | Year5 | Year6 Year 7

062 | 0743 [ oeh | 0552 | 0476 | 0410 ] 03

NOTE : Disclosure of Identity by writing Mobile No. or Marking of passing request on any
paper of Answer Sheet will Jead to UMC against the Student
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Roll No. Total No. of Pages : 03
Total No. of Questions : 10

MBA (Sem-2)
CORPORATE FINANCE AND POLICY
Subject Code : MBA206/21
M.Code : 92177
Date of Examination : 11-05-2024
Time : 3 Hrs. Max. Marks : 60

INSTRUCTIONS TO CANDIDATES :

1. SECTION-A contains EIGHT questions carrying TWO marks each and studenis
has to attemp! ALL questions.

2. SECTION.B consists of FOUR Subsections : Units-1, 11, Il & IV. Each Subsection
contains TWO questions each =urymg EIGHT marks sach and student has to
pt any ONE q from each
3. SECTION-C s COMPULSORY and consist of OHE Casne Study carrying TWELVE
marks.
SECTION-A

1.  Answer briefly :
a  What s EPS”
b What 1s Capital Ratoning”
¢ What s Leverage”
d What s Risk Analysis”
€ What s Business Risk?
f  Define Cost of Equity
g What s Payback period”

h  What is Floar”

1$108)-587

1| maLir

2| K517

N K,
SECTION-B
UNIT-1
2 Why financial knowledge 15 imp for a growing business in today's
world
3 Write notes on the following
a) Concept of Valuation
b) Corporale Finance
UNIT-I

4 Explain the determinants of a capital structure

S Inscuss EBIT/EPS Analysis in detal

UNIT-1H

[ Ihscuss the concept of trading on equity

7 What is Capital Budgeting” Discuss major techmiques of analysis

UNIT-IY

8 Dhscuss the dividend decision m detal

9 Discuss major factors affecting the working capital of a business firm in detail

{S1081-587



SECTION-C
10 Read the following case study in detail and answer the questions :

Two types of cror can anse when evaluating a credit decision The Type 1 error 1s
advancing credit to a lesser-quality credit (that 15, a ‘bad credit’ that has mistakenly been
classified as a ‘good credit) and thereby incumng an unanticipated loss The type 11 error
anses from musclassitving a good credit as a bad credit and thereby torgoing an
opportumity 1o cam profit The different nsks can be portrayed n terms of the actual
credit quahin (here simply called ‘good” or ‘bad’ credit) versus the analysed credit quality
In practice. the credhit analyst will devote more ime to avording type | errors; that is, to
assessing had credits as good ones The financial consequences of accepling bad nsks
that have mustakenly been classifies as good ones are greater than if some good nsks are
mistakenly rejected  This is because the costs of extending credit in a siuation where
there 15 a credit cvent are far greater than the opportunity for profit forgone by refusing
credit 1o the good nsk This is due to the uncertamties in loss recovery rales and the
opportunity costs involved That said. a credit evaluation model that habitually rejects
high-qualitn good credits as had means excessive opportunity losses from forgone
husincss Hence the probabihity of default of a particular kind of credit needs to be
carcfully factored into amyv analyhc framework If the analyst can correctly identify the
credn guabmv of the counterparty. then sieps may be taken to protect the lender For
inetance 1 the case of a financial insttution that holds a loan, assct of instrument, of
credit posibon with the counterparty, this may be closed out, insurance purchased, or the
Joan sold off 1o another (less perceptive) institution For a supplier extending trade credit,
a (high-nsk ) customer can be required to pay cash or provide suitahle collateral to offsct
the credit nisk

Questions:

s Summanze the wholc case from the perspective of risk management in your own
words

b Why Credit can be Good or bad” Discuss

¢ As per the casc. why the role of the credit analyst is difficult?

d  Discuss Type | and I1 erron

i i i i ing request on any
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Total No. of Questions : 10

MBAIMBA(IB) (Sem-2)
CORPORATE FINANCE AND POLICY
Subject Code : MBA 206-21
M.Code : 92177
Date of Examination : 03-01-2025
Time : 3 Hrs. Max. Marks : 60

INSTRUCTIONS TO CANDIDATES :

1. SECTION-A contains EIGHT questions carrying TWO marks sach and studanis
has to attempt ALL questions.

2. SECTION:B consists of FOUR Subsections : Units-1, Il, Ill & IV. Each Subsection
contains TWO qu ons each carrying EIGHT marks each and student has to
attempt any ONE question from each Subsection.

3. SECTION-C is COMPULSORY and consists of ONE Case Study carrylng TWELVE
marks.

SECTION-A
1. Write briefly :

a. Define Corporate Finance.

b. What are Hybnid Secunties?

c. What is Weighted Average Cost of Capital”?
d. Define Agency Costs.

¢. Concept of Trading on Equity.

f  Explain Benefit Cost Ratio

g. What is Working Captal”?

h. What do you mean by Dividend Decision”

1] M 92177
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SECTION-B
UNIT-1

What are different functions of financial management” Discuss the changing role of
finance manager in modern business

Explain the concept of valuation of secuntics. What are the methods for valuation of
cquity”
UNIT-1I

Discuss the importance of cost of capital in vanious financal decisions of o company.
How is cost equity capital computed?

What is optimal capital structure” Explain the MM hypothesis and the arbitrage
mechanism to support MM hypothesis of capital structure.

UNIT-111

What is meant by ‘financial risk™ Elucidate the relatonship between leverage and the
cost of capital?

What is significance of capital budgeting decision for a firm? Compare and contrast the
NPV and IRR methods of investment evaluation with examples

UNIT-1V

What is working capital management all about? Explain the determinants of working
capital

What is the significance of dividend decision for a finance manager? Explain different
forms of Dividend.

SECTION-C
Case Study :

Precision Instruments is considering two mutually exclusive Project X @d Y. As uTh
Finance Manager vou are required to select one of the two projects for investment, The

following details are made available to you.

92177




Project X - Project Cost - 700 lakhs,

(‘l\:’i inflows (in Rs. lakhs): Year 12100, Yew 2- 200, Year ¥ 300, Year 4- 450, Year §
600 :

Project Y- Project Cost 700 lakhs,

Cash inflows (in Rs. lakhs): Year | - S00. Year 2- 400, Year 3 -200, Year 4-100, Year §
- 100

Alse, there are no residual values at the end of the fifth year. The firm's cost of capital is
10%6. 1 respect of each of the two projects:

a Asa Finance manager which project will you select if NPV method is employed”
Show the calculation

b What will be the decision of selection of projects based Discounted Payback period?
Show the calculation

¢ Is the decision of project selection based on the above two methods same and
contradictory” Which method out of the two should be preferred by Finance Manager

and why?
Present Value of Rs. | at 10 percent
Years-| 2 ] 3 | 4 I s 6 ]
a0a | 826 | 751 | 683 | 621 0.564 |

NOTE : Disclosure of Identity by writing Mobile No. or Marking of pnflng request on any
B paper of Answer Sheet will lead to UNC against the Student.
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Rotine. L [ LTI Total No. of Pages : 03
Total No. of Questions : 10
MBA | MBA (Fintech) (Sem-2)
CORPORATE FINANCE AND POLICY
Subject Code : MBA206-21
M.Code : 92177
Date of Examination : 10-06-2025

Time © 3 Hrs. Max. Marks : 60

INSTRUCTIONS TO CANDIDATES -

1. SECTION:A contains EIGHT questions carrying TWO marks sach and students
Ras to attempt ALL questions.

2. SECTION-B consists of FOUR Subsections . Units-l, I, IIl & IV. Each Subsection
contains TWO questions each carrying EIGHT marks sach and student has to
attempt any ONE question from each Subsection.

3 SECTION-C s COMPULSORY and consist of ONE Case Study carrying TWELVE
marks

SECTION - A
1. Write brielly :
2l Short-term Seurces of Finance

b Hybnd Securtics

Dichr-Equiry M

Yield-1o-Maturiy

-8

3

Operating Leverage

1

Payback Penod

Bonus Shares

¥

hi Temporary Work g Capital

51081
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SECTION - B

UNIT -1

I What s corporate finance? Discuss in detn] the objecuves of corporate finance. Alse
briefly explain how wealth maximization s supenior 0 profit maximization objective,

3 How much you must deposit today 1n order to make five equal annual withdrawals of Rs.
0,00 cvery year”

UNIT-11

4 What do you mean by cost of debt” Discuss vanous methods for computing cost of dein
D:scuss in detail why the debt 1s considered to be a cheaper source of finance than equity

5 What do vou mean by capital structure” Compare and contrast the Net Operung Income,
Net Income and Traditwrna] approaches of selevance [ relevance of capital stucte

UNIT - 118

[ ‘Ecomomic, operational, business amd fingncic! rivk are mojor determinants of
combined leverage of a company”, Eluaidate with suntable examples

7 ‘Expected cash flows are a better proxy of profitability of a capital budgeiing project
than accoumting profi'. Cnucally examine the statement. Also, briefly differentne
between Intemal Rate of Retum and Accounung Rate of Return Methods for evaluating
capital budgenng decisions

UNIT -1V

8 ‘Dividend is distribution of free profits but dividend policy ix affected by the stage of
life cycle of the company”. Fxplan. Also, bricfly discuss the various 1ypes of dividend

policy.

9. What do you mean by working capital? Discuss various factors afTecting working capital

Zlmzar? 151081 1359



SECTION - ¢

100 Case Study :

ABC Texules Lid. is a medium-sized lextile m
votton and polyester fabrics. Due to increasing demand, the company 1s considering
muesting m a new weaving  machine 1o cxpand production capacity. However,
management must evaluate  whether the investment s financially wviable before
proceeding. The proposed investment involves purchasing a new weaving machine and
additonal infrastructure improvements. The relevant details are as follows -

anufacturing company specializing in

a) Imtal Investment (Capital Expenditure) - Rs. 15,00,000.

b) Expected Useful Life - 5 years.
¢) Salvage Value (End of Year 5) - Rs. 1,00,000,

d) Additional Working Capital Required — Rs. 2,00,000 (to be recovered at the end of
Year 5).

¢) Annual Revenue Increase - Rs. 9,00,000.

f)  Annual Operating Costs (including maintenance and labor) — Rs. 4.00.000.
g) Depreciation Method - Straight-linc over 5 years.

h) Corporate Tax Ratc - 30%.

i) Cost of Capital (Discount Ratc) - 10%.

Using Net Present Value and Profitability Index Methods, you are required to suggest
whether the project is linancially viable? -

i i iti ile No. or Marking of passing request on any
NOTE : Disclosure of ldentity by writing Mobile _ s
paper of Answer Sheet will lead to UMC against the Student.
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