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Level: COL MBA/MPA Program
Total Marks: 100

Pass Marks: 40

ASSIGNMENT No. 1

Note: All questions carry equal marks.

Q. 1
(a) 
Describe the role of a financial manager, how do you relates it to other areas in an organization.

(b) 
What are agency problems? Identify steps the firms can take to overcome these problems.


(c) 
Describe the relationship between financial institutions, regulators, and markets.

Q. 2
What are different types of financial ratios? What is use of these ratios by different stakeholders of a firm? Briefly explain the interpretation of each financial ratio.
Q. 3 
(a) 
Determine circumstances when leasing an asset is more advantageous than purchasing asset; purchasing may involve borrowing or issuing new equity or using internally generated cash instead of issuing dividends.


(b) 
Ajax Finance Corp has received a request from a customer to lease a fire truck. If the cost of the vehicle is $1,000,000, determine the monthly lease payments based upon the following parameters:

• 
Lease term – 5 years

• 
Interest rate – 10%

• 
Estimated salvage value at the end of the lease – $500,000

Determine the monthly payment assuming that payments are made at the end of the month.
Q. 4
(a) 
Identify situations where convertible securities and warrants can be profitably used to meet a financing requirement.

(b) 
Estimate the value of warrants and explain why organizations and investors seek these products.

Q. 5
The following data are adapted from the annual report of Gateway Computers
Balance Sheet:
2009
2010


Quick Assets
          $574
497


Current Assets
866
649


Average Stockholders’ Equity
466
350


Average Total Assets
950
760


Income Statement Data:


Net Sales
3,676
2,701


Gross Profit
616
358


Operating Income
249
141


Net Income
173
96


Required:

a. Compute the following for 2002 and 2003.

1. Working Capital

2. Current Ratio

3. Quick Ratio

b. Comments on the trends in the liquidity measures and state whether Gateway appears to be solvent at the end of 2002

c. Compute the percentage changes for 2002 in the amounts of net sales and net income.

d. Compute the following for 2002 and 2003

1. Gross profit rate

2. Net income as a percentage of sales

3. Return on average assets

4. Return on average stockholders’ equity

e. Comments on the trends in the profitability measures computed in part c and d.

ASSIGNMENT No. 2

Total Marks: 100
Instructions:

1.
This assignment is a research-oriented activity.  You are required to develop a term paper and submit to the tutor for evaluation prior to the final examination. The last date of this assignment will be notified separately by our Directorate of Regional Services and the same will be communicated to you directly as well as through approved study centers assigned to you.

2.
You will have to participate in the activity fully, actively, and practically to be eligible to sit in the final examination of the course. 

3.
For the preparation of this assignment, you should first thoroughly review the conceptual framework of the topic and develop a scholarly material of the same giving references, quotations, and extracts of various scholars and experts. Then visit any business/commercial organization and study the relevant practical aspects there. Combining the theoretical and practical aspects, develop a comprehensive paper consisting of at least 20 to 25 typed pages to be submitted to your tutor.

a) Introduction to the topic

b) Important sub-topics

c) Practical study of the organization with respect to the topic

d) Review of theoretical and practical situations, merits, de-merits deficiencies or strengths of the organization with respect to the topic under study.

e) Conclusion and recommendation

f) Annex, if any

4.  Prepare a copy of this assignment and submit to your tutor for your evaluation.

5.  You should add any illustrative material/data/tables/analysis for effective submission. 

6.  If you fail to submit this assignment in the class, then you will not be able to sit in the final examination conducted by AIOU.

A number of topics given below are the general aspects of the course and you are required to select one of the topics according to the last digit of your roll number. For example, if the roll number is N-9337241, you will select topic number 1, and if the roll number is O-3427185 then you will select topic number 5 (the last digit).

List of Topics

0.  Maximization of Shareholder Wealth
1.  Political Risk and its Implication for a Business
2.  Uses of Leveraged Buyouts
3.  Exchange Risk Mitigation
4.  Working Capital Management

5.  Loss Prevention and Control
6.  Uses of Stock Options
7.  Determinants of Capital Structure

8.  Financial Modelling
9.  Agency Problem and Control
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Course Outlines

BLOCK–1: THE FINANCIAL SYSTEM AND THE ECONOMY
· Introduction: Finance

· Forms of a Business Organization

· Sole Proprietorship 

· Partnership 

· Corporations

· Summary – Forms of Business

· Role of the Financial Manager

· Finance and Accounting 

· Finance and Economics 

· Goals of an Organization

· Profit Maximization

· Maximization of Shareholder Wealth

· Agency Problem and Control

· Financial Institutions, Markets, and Regulation 

· Financial Institutions 

· Financial Markets 

· Primary vs. Secondary Markets

· The Capital Market

· The Canadian Security Exchanges 

BLOCK–2: FINANCIAL MODELING

· Financial Ratio Tools.

· Liquidity Ratios2.2 Activity Ratios

· Leverage (Debt Ratios).

· Profitability Ratios

· Market Ratios 


· Shareholder Value and the DuPont Identity 

· Cash Flow Budget 

· Cash Receipts 

· Cash Disbursements 

· Financial Projections/Pro Forma Statements

· Pro Forma Income Statement

· Pro Forma Balance Sheet

BLOCK–3: LEASING

· Operating versus Financial Leases

· Examples of Accounting for Operating and Financial Leases

· Operating Lease

· Financial Lease

· Determining the Magnitude of Lease Payments

· Tax Treatment of Leases 

· Lease or Buy?

· Advantages of Leasing

· Disadvantages of Leasing 

BLOCK–4: DERIVATIVES AND HYBRIDS

· Objectives and Introduction 

· Introduction: Derivatives and Hybrids 

· Convertible Securities

· Features of Convertible Securities

· Why Issue Convertible Securities?

· Determining the Value of a Convertible Bond

· Stock Purchase Warrants

· Determining the Value of a Warrant 

· Implied Value of a Warrant

· Theoretical Value of a Warrant 

· Warrants and Leverage 

· Example of a Warrant Issue 

· Options 

· Option Gains/Losses

· Gains/Losses on Call Options 

· Gains/Losses on Put Options

· Why are Options Purchased/Sold? 

BLOCK–5: MANAGING FINANCIAL RISK

· Introduction: Managing Financial Risk 

· Financial Risk 

· Risk Avoidance 

· Loss Prevention and Control

· Risk Retention 

· Risk Transfer 

· Hedging and Insurance

· Hedging vs. Insurance Example

· Hedging Tools 

· Hedging Using Forward and Futures Contracts

· Terminology of Forward Contracts 

· Swap Contracts – for Currency and Interest Rates

· Hedging by Matching Assets to Liabilities

· Matching Example 

· Interest Rate Caps

BLOCK–6: MERGERS AND ACQUISITIONS

· Introduction: Mergers and Acquisitions 

· Building the Business Case for an Acquisition or Merger 

· Additional Revenue 

· Cost Savings

· Tax Savings

· Reduction in Fixed and Working Capital 

· Legal Structure 

· Sample Merger - TCPL Merger with Nova 

· Acquisition with Share/Cash or a Mixture Thereof 

· Asset Purchase: An Alternative to Acquiring Shares

· Taxes and Acquisitions 

· Accounting for Mergers and Acquisitions 

· Structuring the Purchase Consideration

· Example: X takes over Y, making it a wholly owned subsidiary 

· Case A: Cash Acquisition

· Case B: Share Acquisition

· Considerations in Choosing Cash versus Stock 

· Defensive Strategies 

· Going Private and Leveraged Buyouts 

· International Mergers 

BLOCK–7: INTERNATIONAL MANAGERIAL FINANCE

· Introduction: International Financial Management 

· Borderless Trading 

· World Trade Organization (WTO)

· The International Organization

· Taxation 

· Accounting

· Risk

· Political Risk 

· Exchange Risk

· Financing Decisions

· Impact on Capital Projects

· Personnel and Management
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