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SECTION A 

1.   Write short notes on the following: 

      a)   Financing decision 

b) Cost of debt 

c) Modified Internal Rate of Return 

d) Multi-stage growth model 

e) Arbitrage process 

f) Business risk 

g) Stock split 

h) Operating cycle 

i) Re-order point 

j) Marketable securities 
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SECTION B 

2. 

measured? 

3. 
examples. 

4. What is an appropriate capital structure? Write a note on the determinants of capital 
structure. 

5. What are the assumptions and arguments used by Modigliani and Miller in support of the 
irrelevance of dividends? Are dividends really irrelevant? If not, what are the arguments for 
relevance of dividend policy? 

6. What is payback period? Explain its merits and demerits. How it is useful in determining the 
internal rate of return? 

7. Explain the ABC inventory control system. What is the basic and key premise of this system? 
Discuss its merits and demerits. 


