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NOTE: Question No.1 is Compulsory. Attempt ANY FOUR questions from the rest. All questions carry equal marks, Mobile phones and other electronic gadgets are not allowed.

Q1.
Choose the correct from multiple choices
1. Which legal form of business organization offers the greatest protection to all of the owners of the firm in the event that the firm has a legal judgment against it?
a) sole proprietorship
b)  limited partnership
c)  Corporation
d) all of the above provide the same protection
2. The limited partners in a limited partnership:

a) are taxed as if the partnership was a general partnership
b) have limited liability
c) must be involved in the day to day management of the firm
d) answers a and b are both correct

3. Which of the following is what managers should be trying to do for the firm?

a) Maximize revenue.
b) Minimize expenses.
c) Maximize shareholder wealth.
d)  Maximize the current period's net income.

4. Which form of capital is expected to remain permanently invested in the firm?

a)  debt capital
b) equity capital
c) human capital
d)  political capital

5. In the United States, who is responsible for regulating the financial statements required by publicly traded companies? 
a) Professional Accounting Oversight Board
b) Financial Accounting Standards Board
c) Securities and Exchange Commission
d) Internal Revenue Service

6. Bonds issued by state and local governments are called:
a) Corporate bonds.

b) Municipal bonds.
c) Treasury bonds.
d) Government agency bonds.
7. The complete termination of the firm as a going concern is called a:

a) Merger.
b) Reorganization.
c) Divestiture.
d) Liquidation.

Q2.
What are the advantages of the corporate form of business organization? Discuss nature and structure.
Q3. 
Discuss Investment and Dividend Policy’s decisions.
Q4. 
What is the distinction between money market and capital market? Discuss.
Q5.
 Discuss the capital structure and its impact on the value of a firm and its stockholders.

Q6.
(a) Define Present Value and Future Value.
(b) Find the interest rate implied by the following combinations of present and future values:
	Years
	11
	4
	7

	Present value
	$400
	183
	300

	Future value
	$684
	249
	300


Q7.
  Eastern Electric currently pays a dividend of about $1.64 per share and sells for $27 a share.

a. If investors believe the growth rate of dividends is 3 percent per year, what rate of return do they expect to earn on the stock?

b. If investors’ required rate of return is 10 percent, what must be the growth rate they expect of the firm?
Q8. 
Write short notes on:

a) Book value Vs Market value

b) Capital budgeting 

c) ARR and IRR
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