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Time : Three hours Maximum : 75 marks
SECTION A — (10 x 2 = 20 marks)
Answer any TEN questions.
1. Define the term financial management.

Blullwed Coerarentn eTemSer @EHETD H(hd.

2. Who is a financial manager?

BlFufwied Coeomeri eremLieuT wWmT?

3. What do you mean by capital structure?

LLPGVGET HIEIDLIL| GTEITMITED GTEITET ?

4. List out the different types of leverages.

D HOOTS TGS 6T LeCGeumy CUGHFHEEN 6T
cuflevgliL(H&g5.
5. Give the meaning of cost of capital.

T - (505_5@5’(9 GTEOT LI & 60T @urr@eﬁ S(HS.



10.

11.

12.

State the different methods of determination of
cost of capital.

QL& pogasans Hremuisss gniqu  UOGaum
panaamer GHILIEGHs.

What do you mean by dividend policy?

LBISTSTLES OSTETans 6Temmmed cTeime ?

What is stable dividend?

Blepewimer LBISTSTLILD GTETHTED ETETET ?

What are the components of working capital?

BEL(LPEND PPOSETSIHET 2 L FaMGET WTene ?

What do you mean by Dbills receivable
management?

QuuisH@TNu Coerarend ererUser ClLIM(HET (.

Draw the operating cycle chart in working capital
management.

Quss FPHE uMTULSMS U TUIm).

Mention the short-term sources of finance.

Gniwu st Bfaw  QuDssmigL  uipemeaT

wimeney ?
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13.

14.

15.

SECTION B — (5 x 5 = 25 marks)
Answer any FIVE questions.

Explain the objectives of financial management.

BlFuwer Coenamanwuler Crréshisamen allars@s.

A company expects a net income of Rs. 80,000. It
has Rs. 2,00,000 debentures at 8%. The equity
capitalisation rate of the company is 10%.

Calculate the value of the firm and over
capitalization rate according to net income
approach (Ignore income tax).

(1 Blmiold By GU(THLOTEITLDOTS; €m5.80,000
aiumisdngl. bBnwsHedr 8% &Lem LSHTHISET
fh. 2,00,000&@ 2 @Terg. Cg(r_sr‘r@nu)u LI (PSTEHS
Mamigd 10% ¥@WL. Hlay  eumLTar  HaEmid
wpopwlld  pBinwssear  wIHUMULID  ADeTSF
PsOTES NHsSMSULID Harsdl(Hs. eumwrer alfleanw
shSHed Camerer Couegrmibd.

The following information is available in respect of
a firm.

Capitalisation rate 10%

Earnings per share Rs. 50

Assumed rate of return on investment 12%

Find out the market price of shares applying
walters formula. When the dividend payout ratio
1s 20%.
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16.

17.

@@ Hoouasddmbs  EpssTand  SHEUDSET
SewLsdlemmer

PsOTES HElFHD 10%

Q@(F LBISDHSTET cU(RHLOTETLD eh. 50

WSS H&ET g 2aEsLlILL L g au(hLTer eldsd 12%
UTOLT  @&gdrsemsls  vweru®sSd — UksTSTW
Qauefliur®  elflgd  20%  @@m&Gh  Cumeps

LkGsafilen Fhang ellenaenids Srears.

A Ltd issues Rs. 1,00,000 9% debentures at a
premium of 10%. The cost of floatation is 2%. The
tax rate is 60%. Find out the cost of debt capital.

“A”  eepb  Blmiod 9% sLem LSS TEISMET
eh. 1,00,00086@ 10% earnssld Geueafludihidmg.
Qeuefllld  Gowe; 2% euflaldlgd 60% sLen
APOSATSS T DL SESH MG SHTeTs.

A firm has a sales of Rs. 20,00,000. The variable
cost 1s Rs. 14,00,000 and fixed cost Rs. 4,00,000
and debt is Rs. 10,00,000 at 10% rate of interest.
Find out the leverages.

@ Hneiarsdle alpuemar ep. 20,00,000. WIHILIHID
DIL&&D @h. 14,00,000 wHmid Hleveouden L G&D eb.

4,00,000. &Lem 10% euliguiled em. 10,00,000.
QHDOTSTWBISMETS Hevr(H 9l

4 72206/MAMS3E/
BPF5D/BPZ5D/
BPC5A/BPG5D



18.

Prepare an estimate of working capital
requirement from the following information of a
trading concern.

(a) Projected annual sales 1,00,000 units
(b) Selling price per unit Rs. 8
(c) Percentage of net profit an sales 25%

(d) Average credit period allowed to customers 8
weeks

(e) Average credit period allowed by suppliers 4
weeks

(f) Average stock holdings in terms of sales
requirements 12 weeks

(g) Allow 10% for contingencies.
Epssramid  sseudsalladl@mhbg @@ eSlwmumy
fineiasdd CsmelliuBbd BOLP®D (PSHOSE
&TEH0TS.
(<) Osifley CQeviwu’ e <yewr®  elpuener
1,00,000 @& seT
(<) @@ SAvdler ellhLemer allene em. 8
(@) elpuemaruier Hlar @eoru eldsd 25%
(FF)  GUMg &S WIMETITE (@S, Sfeflasiuc_(herer &L
SETE HTOLD 8 GUTHRISET
() elpuemarumert aflsgieTer L6 6mey HmeOD
4 QUMIMRIGGET
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19.

20.

21.

(2ar) ellpuemans Csemeuuder <jerelfled symefl FréE
@ BLIL 12 euUTThIgET
(6T) GTHTUMIT QETHBISG@EEESTS 10% FISE@|LD.

The company issues 10,000 10% preference shares
of Rs. 100 each at a discount of 5%. The cost of
issue is Rs. 2 per share. Calculate the cost of
preference capital.

@@ Hmod 10,000 10% pereflenols Umki@Gsar
eldeurammid . 100 JaTend 5% FET@EHLIGUlleDd
QeueflllPEmgl. Ceuaflulbd LIkiE @atmisE eh. 2.
@Gb‘r@rﬂ@»mu LIThI@& (LIPSO DL E&EMSE &HITEHe.

SECTION C — (3 x 10 = 30 marks)

Answer any THREE questions.

Explain the functions of financial management.

BlFulwe Coeramenuler Lianflsamer clleu.

What is M.M. approach to the problem of capital
structure under what assumption of their

conclusion hold good?

ppsar  eblill  Yrsseer  @Hss MM

SEGWDOD WIE? ahs AiG@psaiern 5g)
S|eUTEHET (LPlge e b allermi@dlemmer ?
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22. From the following information given below

calculate the weighted cost of capital (before tax)

for Ashok Ltd.
Rs.
in Lakhs
Shareholders Fund :
Share capital Equity 500
Preference 100
Retained earnings 300

Loan funds :
Secured loans 800

Unsecured loans (including

intercorporate deposit) 700
2,400
(a) Normal yield an equity shareholders fund

(b)
(©)
(d)
(e)

anticipated at 15%.

Dividend rate on preference shares 12%.
Tax rate for Ashok Ltd 60%.

Interest on secured loans 16.25%.

Interest on unsecured loans 20%.

7 72206/MAMS3E/
BPF5D/BPZ5D/
BPC5A/BPG5D



Epssa  curmselldmbg  aflsEg  hasw
WSHAUOUESSIUL L ppogar L &S  Cswael
9Gams AL Hlmeuansgiss@ sanssHs.

@aL ssdled
erpLIMU
UmBIGaTrisater Bl :
gwe fenol] 500
LIMI@& PLPEOSETLD
pergifleno] 100
LIThi(& PLPEOSEITLD
61960 (h&&D 300
@ (THLDITETLD
sLeblg
Yenarwnigefer g 800
&L_6T
Qeucrenilencd sLei
(ﬁQJLDFEJEBdT 6Ll 700
o " L)
2,400

(=) g o fevw uki@smrisefler Bl Bz eumeumil
erdlrumissuHiSe 15%.
<) erayflenols ukigser g LRSTSTWD 12%.
) Gsms N Himinsgisans eufleldlgd 60%,
) evenrwiger g sLe gmer eully 16.25%,
2) Qouamerllenevs sLar Wgmar eul g 20%
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23. The following figures relate to two companies.
‘P’ Ltd ‘Q Litd
(Rs. In lakhs)

Sales 500 1,000
Variable cost 200 300
Contribution 300 700
Fixed cost 150 400

150 300
Interest 50 100

100 200

Calculate :

(a) Operating financial and composite leverage.
(b) Comment on the risk position.

Eparamid  Qgrassdr  @ran(h  HlmeuaThisEhss

QaTLiTenL_wienal.
‘P’ Ltd ‘Q Ltd
(epUML @al F5560)
edlhLener 500 1,000
LIHID AL &S (DFe sEr) 200 300
(YAT: 3o (N 300 700
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24.

Hlevoowiner L &sb (HFwey) 150 400

150 300
eullg 50 100
ufl&@ (eruns @emub 100 200
STES ()&
(=) Qeweumr @ Ji3FS LoHmILD gl ()
S DDEMGTUITHISET.

(<) @Lirur’ () Bleneoulener LHOHIL &mHSSI.

The details regarding three companies are given
below.
X Ltd Y Ltd 72 Ltd
r 12% 6% 8%
Ke 8% 8% 8%
E Rs.10 Rs. 10 Rs, 10

Compute the value of an equity share of each
these companies applying Walters equation when
dividend payout ratio is (a) 0% (b) 20% (c) 60% and
(d) 100%.
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eperm  Hlmiomisar  upPlu Mugmsar  SCip
STUUL (héTere.
Xl Yl 7 e

r 12% 6% 8%

Ke 8% 8% 8%

E Rs. 10 Rs.10 Rs, 10
LBsTsTL Qeissiand aldsbd (&) 0% (<) 20% (@)
60% (FF) 100% @@(r_‘r,g,rrei) aumeoL_flerr FwemLIm_enL
vwetu(®ss Guomamdu Blmwbd  geuibeurardler &
o flento LSlem IIMLSE saTss (hs.
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