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NATIONAL OPEN UNIVERSITY OF NIGERIA

14/16, AHMADU BELLO WAY, VICTORIA ISLAND, LAGOS
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SEPTEMBER/OCTOBER 2015 EXAMINATION
COURSE CODE:       MGS715



CREDIT UNIT: 2
COURSE TITLE:      PRINCIPLES OF FINANCE
TIME ALLOWED:   2 HOURS
INSTRUCTIONS:     1. Attempt question number one (1) and any other (2) questions. 

                                     2. Question number 1 carries 30 marks, while the other two (2) 



         questions carry 20 marks each. 

                                     3. Present all your points in coherent and orderly manner
Questions
1a. Identify the 3 key financial decision areas according to Christy and Roden (1973).
1b.As a financial analyst, advise your organization on the available sources of short term finance.

1c. Clearly state three factors that determine the rate of interest charged on overdraft facilities.
2a. List and discuss briefly the variants of preference shares.
2b. The effective working capital management involves the adoption of appropriate management policy. What then is “Working Capital Management”?
3a. What do you understand by capital formation?
3b. State the functions of money market institutions
4a. Discuss briefly the capital structure substitution theory.
4b. What do you understand by Modigliani and Miller theory of dividend irrelevance?
5a. Mention the different types of seasonal working capital
5b. Banks are normally under obligation to include agricultural loans in their loan or credit portfolio. Expatiate
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