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10.

SECTION A — (10 x 2 = 20 marks)
Answer any TEN questions.

Define financial management.

Blg Coeramenn Q&S &([Hs.

What is Compound value of money?

Lenr gl (h S| GTETmTE 6T6bren ?

Write short note on ‘Risk and Return’.

Al @OLY euerrs ‘@ udg wHMID SHmbdu Qumie’.
What is cost of capital?

epgasder WBerar Qe eramnmed ereme ?

What do you mean by optimum capital structure?
CUMEILTEAT B{6T6 CPOSET HENLOLIL| GTETLIGE O LIM(HeT eTeime ?
Write note on financial leverage.

BlFudwer ApbyGamed eramugen Sm GDLLY SHs.
What do you mean by dividend policy?
URISTSTLS QSTeTens eTamugem o LmmeT wrene ?
Give the formula Walter’s model.

cureL i wrdlflufler FwaTUTH H(HsS.

What is operating cycle?

QEwdpenn HPODWENDH ETETMTE) GTCITET ?

Define working capital.

BEL(PD (PSD QOEHETLD H(Hs.



11.

12.

13.

14.

15.

What do you understand by ‘Capital Budgeting Process’?
ppasar eure-tewe; L Qewdwapew B edeurmy yflbg
Qamerdlmmis?
What is pay-back period?
Smbu CFQISFHID ST GTETHTED 6TETET ?
SECTION B — (5 x 5 = 25 marks)

Answer any FIVE questions.

Explain the objectives of financial management.

Bl Coeramanwuier Crréshisamen allars@s.

Calculate the present value of the following inflows if the rate of
interest is 10%.

Year 1 2 3 4 5
Amount (Rs.) 5000 6000 7000 8000 9000
P.V. Factor at 10% .909 .826 .751 .683 .621

Epsar aursgisaiern ppab sHCUTMSL WL SamsdHs el iy
cll&lgd 10%.

QU(BLLD 1 2 3 4 5

Ogmens (em.) 5000 6000 7000 8000 9000

spCGurengw wF L 909 826 .751 .683 .621
sryenil 10%

A company offers for public equity shares of Rs. 10 each at a
premium of 10%. The company pays 5% of the issues price as
underwriting commission. The rate of dividend expected by
equity shares is 20%.

You are required to calculate the cost of equity wills your cost be
different if the market value of equity share is Rs. 15.

@@ Hoeuend e 10 wleter Cpiepol UBIGE®mar 10%
waarnsde Ceall@dng. <sHE& ewWssnS sblaper 5%
Qeuafluli @ ellemewrs smAng. ediunis@gEn Crirenn Liki@sefler
LIMRIGTSMuID 20%.

SLssSHer LIMSD e UmSer BLLL FHeng WS ep. 15,
sflgouniEg WPsd LS50S Sass(Hs.
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16.

17.

Find out the operating leverage from the following data.
Sales Rs. 50,000
Variable cost 60%

Fixed cost Rs. 12,000.

Qarhssiul L. geeudsmers Osmarh Qum@ CpbLCsTD
SATES L_a|LD.

cllpLener em. 50,000

wroLGHb CFweysdr 60%

Blepewmear GFee|s6r gp. 12,000

The following data relates to Y’ 1td.
Earnings per share — Rs. 14
Capitalization rate — 15%

Rate of return — 20%

Determine the market price per share under Gordon’s model if

retention 1s

(a) 40%;
(b) 60%;
() 20%.

emeumuenet Y flmeiarsSen sselaaEHer
Q@@ UkSlen eu(BLTETD — eh. 14
EPOSEATOWIDTSSM gD — 15%

SHmriu aldlsd — 20%

gri_er wrdfller S e urddar shamg WML SEEMUSSHH
popuier roreissa]b.

(1) 40% ;
(2}) 60%;
(@) 20%.
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18. From the following balance sheet compute gross working capital

and Net working capital.

Liabilities Amount Assets Amount
Share capital 9,00,000 Fixed assets 7,00,000
Reserves 1,00,000 Current assets :

Current liabilities: Cash 60,000
Bank loan 1,00,000 Investments 1,00,000
Creditors 60,000 Debtors 1,40,000
Bills payable 40,000 Inventory 2,00,000

12,00,000 12,00,000

Spsam_ @ruuflae GALGNGES GLTss BoLW®D PHD
wHOID Hl&T BOL(APEOD (PSS HamTdHdLaLb.

QurmtiLser Qzrens Qersgsa6r Qzrens
LGS 9,00,000 Hlee Carsgsedr 7,00,000
&ML 1,00,000 pLuy Qensgisser
BLUIL QUITIUILSET : @yrésid 60,000
autd) e 1,00,000 850 1,00,000
sLafHCamisar 60,000 &emaflser 1,40,000
Qeisgisn& M wroms &6 40,000 &T8EGUY 2,00,000

12,00,000 12,00,000

19. A project cost Rs. 20,00,000 and yield annually a profit of
Rs. 3,00,000 after depreciation at 10% but before tax of 50%.
Calculate the pay-back period.

S wHulSE em. 20,00,000, 10%, Csuwradsdne Ger 50%
awufls@ e erh o@D h.  3,00,000 @b, o
Ceqsgih sTOsSmss Hamss(Hs.
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20.

21.

22.

SECTION C — (3 x 10 = 30 marks)

Answer any THREE questions.

What are the various functions of financial management?

BlF Cuereamanwulier LoGeum Liawtsea wrane ?

Following information is available with regards to the capital

structure of Edwards Ltd:

Amount After tax cost of capital %
Rs.

Debentures 12,00,000 5%
Preference share capital  4,00,000 10%
Equity share capital 8,00,000 15%
Retained earnings 16,00,000 12%

You are required to calculate weighted average cost of capital

(WACC).

Gemeu(pLd S&eUMSET 6Tl U HMieUaTSS6n pPOSET enLoLILIMED.

Qzrens cuflé@, e
. UBIGUPSD AL &S HEFD %

sLe LgSlThisd 12,00,000 5%
wergiflernts LkIGPSD 4,00,000 10%
Cpireminls LIBIGAPSD 8,00,000 15%
SEE@GUSSLILIL L @(HLOTETLD 16,00,000 12%

e WL Ciul L g7rEfl ppesaT LG5 saTsdl(hs.

Details regarding three companies are given below:

N Ltd M Ltd G Ltd

r=18% r=20% r=8%
k =15% k=20% k=10%
E=Rs.30 E=Rs. 40 E=20%

By using Walter’s model, you are required to

(a) Calculate the value of an equity share of each of these
companies when dividend payout is

G 30%,
()  60%,
(i) 100%

(b) Comment on the results drawn.
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23.

eperml Blmeuarkisefler efeurmiger EGp srliuLl (HidTang.
N Ltd M Ltd G Ltd
r=18% r=20% r=8%
k=15% k=20% k=10%
E=Rs.30 E=Rs. 40 E=20%
aureL T wrdflevw Lweru®hsS, Spasranid pepuier sarés(Hs.

(@) @aeurm Hlneuarsder Crianols Lni@Gsefler Wi wHMHID
uksTsTLD Ceqsgib eldsibd

G 30%,
() 60%,
(i) 100%
(<) SGSS WPlg0] UDTUDISS 556

You are required to estimate its working capital requirements
from the following data;

Projected annual sales Rs. 9,00,000
Percentage of net profit to cost of sales 20%
Average credit allowed to debtors 1 month
Average credit allowed by creditors 2 months

Average stock carrying

(in terms of sales requirements) 2 % months

Add 10% to allow for contingencies.

Epsranib efeugrisamer Qamarh Bl (pan cpogar Csmeisamar
SATES (h .

SOl il L eupLnidly ellhuener ep. 9,00,000
<L&s apumarie Hlar eru geldlsn 20%
SL_GTTEIT & (@H& @ FTTEmuTs eUpSSILL L STeLb 1 wrsbd
sLaBCsHTT eupmdlw grmef smeld 2 Mg higeET

gr&d(muy epreflunsg CeQissisd

(lpuemer Camaiuden gLt uled) 2 L wrgmsar
shOsuers  Cpmpb  OQevas@Epssts 10 sseaisbd  Caisg
SIS ESILOE DG
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24.

Year

Manikandan Ltd. is considering a proposal for the investment of
Rs. 6,50,000 on product development which is expected to
generate net cash inflows for 7 years as under.

Year Cash inflows
1 Nil
2,00,000
2,25,000
2,50,000
3,00,000
4,00,000
5,00,000

g 0 Ol A W N

The following table gives the present value of Re. 1 due in ‘n’
number of years.

1 2 3 4 5 6 7

P.V. factor @ 15% 0.870 0.756 0.658 0.572 0.497 0.432 0.376

The company’s cost of capital is 15%. Ascertain the net present
value.

werflsarier OBEQLL Qumrmer Guobumiyer Wg 6@ 6,50,000
WSS 4HETE @ HLsws  smSHL G  @dod 7
TG HEETE  HST LT eUTeSET 2 (heuM&@Geush@ SpeuhLm)
E Nl EEANEIGEOFR
arh  Hlar e euye]
1 Nil

2,00,000

2,25,000

2,50,000

3,00,000

4,00,000

7 5,00,000

sHGuTersw WSl sryentlser WerelHwmm.

Sy Ot W~ W N

<y 1 2 3 4 5 6 7
sHCuTesW I 0.870 0.756 0.658 0572 0497 0.432 0.376
sryenilaear 15%

Bmngdled epasard oL sss Dgwe) 15% @b, Hlar sHCumasw
m%umu SETSHSIL_a|LD.
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