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Answer all questions, ,

ru frS,m^e k ilE rtiht t ord tnaryin fudicqte mola

Candidates oe rcquired to give their ahswers in
. their own words as far as practicable

GROUP-A

Answer any eight questions ftlmtre following :

I
5x8

Briefly discuss the thlee important decision-
making areas of Financial Management.

( Tuin Ovet )

.( Ftl1nctql Managenent )

Full Marks :100

Time ;3 houtsi
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2. What,is,perticipa$vgiprefcquca rhen?
How is it differentfromnon-participative

Preferenceshare? ii'' 2+3
.;3. What are Global Depository Receipts

(GDRS), and hon, dd they'fheilitate inter-
nationalfinancing? 

-,

4. WhatisprincipaFsgedpoblminthecodexr
of goal conflict between owners and menage
mert ? Suggest effet.tlve niredhanisms to
aligrtheirintcrest 2+3

5. What is cominercial papet ? Explain its key
featrnes and eligibility criterris f61issu6. 2 + 3

6. Dstinguishbetneurtaditimal anddiscountert

oash flow teohniques of capit4l,budgeting.

7. Wh* is oombined loverage ?
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E. Theflnaicial mahagerof acompany has
formulated two financialplansto finance
Rs. 3000000 required to implement various
capital budgetingprojects :'
Plan-l : Either equity capital of Rs. 3000000

ot Rs. 1500000, l07o debentures
and Rs.- I 500000 equity;

Plan-2 : Either equity.capital ofRs. 3000000
or I 3% preferanct shaes ofRs: I OOfiXX)

and Rs. 1500000 equity.

You are required to determine the indiffer,ence
point for each financial plaa assuming 35%
corporate tax rate and the face value of

. equity shares is Rs. 100 each. 2+3

9 Write the needs of measurement of Overall
Cost of Capital. Briefly explain thocost of
retainedeamings. 3+2

10. Illustrate the Net Operating Income (N O I)
Approach in Capital structure.

PCI/IISA{BA/201/25 ( ?ln Ow)



.( 4)

11. A companlrwishes to defp6mige the.epfipat
capital structure. Frqm the fo.llowing selected

information supplied to ypu, det€mine the

optimum capital stnrcturpof thp cpmpany.

I 2. Following inforpation $pplipd by Poligy
Maker's Ltd.
Cost of Capital 12%

Earningper'Share Rs. 12

Rate of rehrm (i) 2Wi ; (ii)' 12% ; (ii) lW/t

Show the effect in *re mark* pr-ice pgr share

when DlP ratios 8re 25o/o atd'il%o rmder
Walrcr's model for (d) Grpwth t(rD,Normal
and (ir'i) Decliningtrrq fe,spFatively.
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Sioation Debt
(Rs.)

Equity
(Rs.)

Costof .

Debt(,%)

Aftcri$(

post of
Bquity(7o)

t
2

3

400000

250000

100000,

.100000,

250000

400000
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GROUP-B

Answer any four questioos from *" ton"*t; 
* O

13. 'The profit maximization is not an opera-

tionally feasible criterion'. Do you agree ?

Illustrate your views.

14. Briefly discuss the importance of capital
budgeting decisio,n. Briefly discuss the

concept of Payback Peri& method for
cryital budgeting decision and its limitations.

4+(3+3)
15. (, Distinguish between present value and

future value with suitable examples.

(r,) At the end of every year, for 5 years,

Mr. X deposits Rs. 500, Rs. 1,000, Rs.

1,500, Rs. 2,000 and Rs. 2,500 respec-

tively in his savingbankaccount. The

interest rate is 4 per cent. What will be

the fi.rture value of his 6e*tio "rr"
end ofthe 5th year. 5 + 5
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16. The selected financial'{ata forA, B and C
companies .for the current year en{ed
March, 3 L are as follows :

Particulars A B c
Variable cxpensos as

pcrcentage of salee

IntcrEst expcnsc (Rs.)
' I _'.i

Dogrce.of Operatiag IfVcerge (OOU
Dogree of FinLncial Lsverage (DFL)
Income-tsx Iste

6.67
200

5

!
0.35 '

75

300

6

4

0.35'

50

I

?
2

0m

0.35

(a) Prepue imstatements fuA B, ard C
compmies. .,,i .

(D) Comment.dnthe financial position and
structure of thesepompanies. 7 + 3

17. As a financial analyst ofCapital Electronics
Ltd., you are requlr€d to determine the
weighted average boilt of capltal ofthe
company using.book'valtre weights. The
following information is,available for your
perusal.
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The Cmrpuyls prcscnt boolc rnlue
capital structure is Amount (Rs.)

Debentures(Rs. lfi)perdebe,nture) t00000
Prefer€oce Shares (Rs. l00pershare) 200000
Equity Shares (Rs. l0 pcr share) 1000000

2000000

All these securities are traded in the capital
markets. Recent prices are :
Debentures Rs. I I 0 per debentne; Pr,efercnce

sharcsRs. 120 per share, and Equity shares
Rs. 22 pqr share.
Anticipated external financing opportunities
are

(, Rs. 100 per debentureredeemableat
par; l0 year maUrrity, 1 l0lo coupon rate,
4%o flotztion cost, sale price Rs. 100.

(r'l) Rs. 100 preference shaies redeemable
atpar; l0 yearmaturity; 12% dividend
rcte1, SYo flotation cost ; Sale Price
Rs. 100.
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(ri,Fquity Sharcs; Rb.'z Pcf thafr flo&ion
cost, sale price Rs. 22.. ' 1 I ' .'

(rv) In additiorr; the'dividcbd otpocted on
the equity sharo at theend of fte.year is
Rs. 2 per share ; the anticipded grourth
rate in dividetds 7Yo and the firm has
the praotice ofpaying all the earnings in
the fbrfr of divldends. fliO e'orponite
tar( rat€ is3lt/o. :"

I E. From tho following lnfrrfiiffoa estftnatc the
net working capital requirtdhthe proje6t.
Add20%o of your oomptttod figureto
allow continge,ncies. .

Estimated cost per.uait , Ainoutpcrunit
ofproductioni : :(Rs.)

i

Rawmaterial
Direstlabour
Overhead ,

Total cost

80
30
60

t70
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Additidnal Information :

Sellingprice
Lwel of activity

(e)

Rs. 200 per unit
156000 units of
production per

annum

Raw material in stock average 8 weeks

Work in Progress avcrsge2weeks
Finished goods in stock average4weeks
Credit allowed by supplier average 4 weeks

Credit allowed by debtors average 6 weeks

Lag in payme,nt ofwages average I week
Lag inpayment of expenses average 1.5 weeks
Cash at bank is expected to be Rs. 100000

You may assunie that production is carried
on evenly tbroughout the year (S2weeks)

. and wages and overhead accrue evenly.

I Internal Assessment - 20 Marks ]
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