
  

NOVEMBER 2022 62550/CZ25D 

Time : Three hours Maximum : 75 marks 

SECTION A — (10 × 2 = 20 marks) 

Answer any TEN questions. 

1. Define financial management. 

 {v ÷©»õsø© C»UPn® u¸P.  

2. What is Compound value of money? 

 £n Tmk ©v¨¦ GßÓõÀ GßÚ? 

3. Write short note on ‘Risk and Return’. 

 ]Ö SÔ¨¦ ÁøμP ‘B£zx ©ØÖ® v¸®£ ö£ÖuÀ’. 

4. What is cost of capital? 

 ‰»uÚzvß «uõÚ ö\»Ä GßÓõÀ GßÚ? 

5. What do you mean by optimum capital structure? 

 ÷£õx©õÚ AÍÄ ‰»uÚ Aø©¨¦ Gß£uß ö£õ¸Ò GßÚ? 

6. Write note on financial leverage. 

 {v°¯À ö|®¦÷PõÀ Gß£uß ]Ö SÔ¨¦ u¸P.  

7. What do you mean by dividend policy? 

 £[Põuõ¯U öPõÒøP Gß£uß ö£õ¸Ò ¯õøÁ? 

8. Give the formula Walter’s model. 

 ÁõÀhº ©õv›°ß \©ß£õk u¸P.  

9. What is operating cycle? 

 ö\¯À•øÓ _ÇÀ©øÓ GßÓõÀ GßÚ? 

10. Define working capital. 

 |øh•øÓ •uÀ C»UPn® u¸P.  
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11. What do you understand by ‘Capital Budgeting Process’? 

 ‰»uÚ ÁμÄ&ö\»Ä vmh® ö\¯À•øÓø¯ } GÆÁõÖ ¦›¢x 
öPõÒQÓõ´? 

12. What is pay-back period? 

 v¸®£ ö\¾zx® Põ»® GßÓõÀ GßÚ? 

SECTION B — (5 × 5 = 25 marks) 

Answer any FIVE questions. 

13. Explain the objectives of financial management.  

 {v ÷©»õsø©°ß ÷|õUP[PøÍ ÂÍUSP. 

14. 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 

 RÌPsh ÁμzxPÎß ‰»® uØ÷£õøu¯ ©v¨ø£ PnUQkP Ámi 
ÂQu® 10%.  

Á¸h® 1 2 3 4 5 

öuõøP (¹.) 5000 6000 7000 8000 9000 

uØ÷£õøu¯ ©v¨¦ 
Põμo 10% 

.909 .826 .751 .683 .621 

15. 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.  

 J¸ {ÖÁÚ® ¹. 10 ©v¨¦ÒÍ ÷|ºø©¨ £[SPøÍ 10% 
•øÚ©zvÀ öÁÎ°kQÓx. AuØS GÊzxÖv Pªåß 5% 
öÁÎ±mk Âø»¯õP u¸QÓx. Gvº£õºUS® ÷|ºø© £[SPÎß 
£[Põuõ¯® 20%.  

 AhUPzvß ©õÖu¼À J¸ £[Qß |h¨¦ \¢øu ©v¨¦ ¹. 15, 
\›\©£[S •uÀ AhUPzøu PnUQkP.  
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16. Find out the operating leverage from the following data. 

 Sales Rs. 50,000 

 Variable cost 60% 

 Fixed cost Rs. 12,000. 

 öPõkUP¨£mh uPÁÀPøÍU öPõsk C¯[S ö|®¦÷PõÀ 

PnUQhÄ®.  

 ÂØ£øÚ ¹. 50,000 

 ©õÖ£k® ö\»ÄPÒ 60% 

 {ø»¯õÚ ö\»ÄPÒ ¹. 12,000  

17. The following data relates to ‘Y’ ltd. 

 Earnings per share – Rs. 14 

 Capitalization rate – 15% 

 Rate of return – 20% 

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

retention is 

 (a) 40% ; 

 (b) 60%;  

 (c) 20%. 

 ¤ßÁ¸£øÁ ‘Y’ {ÖÁÚzvß uPÁÀPÒ  

 J¸ £[Qß Á¸©õÚ® – ¹. 14 

 ‰»uÚ©¯©õUPÀ ÂQu® – 15% 

 v¸¨£ ÂQu® – 20% 

 Põºhß ©õv›°ß RÌ J¸ £[Qß \¢øu ©v¨ø£ uUPøÁzuÀ 

•øÓ°À wº©õÛUPÄ®.  

 (A) 40% ; 

 (B) 60%;  

 (C) 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 

 RÌPsh C¸¨¦{ø» SÔ¨¤¼¸¢x ö©õzu |øh•øÓ •uÀ 

©ØÖ® {Pμ |øh•øÓ •uø» PnUQhÄ®.  

ö£õÖ¨¦PÒ öuõøP ö\õzxUPÒ öuõøP 

£[S•uÀ 9,00,000 {ø» ö\õzxUPÒ 7,00,000 

Põ¨¦ 1,00,000 |h¨¦ ö\õzxUPÒ :  

|h¨¦ ö£õÖ¨¦PÒ : öμõUP® 60,000 

Á[Q Phß  1,00,000 •u½k 1,00,000 

PhÜ¢÷uõºPÒ 60,000 PhÚõÎPÒ 1,40,000 

ö\¾zxuØS›¯ ©õØÖa ^mk 40,000 \μUQ¸¨¦ 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. 

 vmh ©v¨¥k ¹. 20,00,000, 10%, ÷u´©õÚzvØS ¤ß 50% 

Á›US •ß Bsk Á¸©õÚ® ¹. 3,00,000 BS®. v¸®£ 

ö\¾zx® Põ»zøuU PnUQkP.  
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SECTION C — (3 × 10 = 30 marks) 

Answer any THREE questions. 

20. What are the various functions of financial management? 
 {v ÷©»õsø©°ß £À÷ÁÖ £oPÒ ¯õøÁ? 

21. Following information is available with regards to the capital 
structure of Edwards Ltd: 

 Amount 
Rs. 

After tax cost of capital % 

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).  

 ¤ßÁ¸® uPÁÀPÒ GmÁºm {ÖÁÚzvß ‰»uÚ Aø©¨£õS®.  

 öuõøP 
¹. 

Á›US ¤ß  
£[S•uÀ AhUP ÂQu® % 

Phß £zvμ[PÒ 12,00,000 5% 
•ßÝ›ø©¨ £[S•uÀ 4,00,000 10% 
÷|ºø©¨ £[S•uÀ 8,00,000 15% 
uUPøÁUP¨£mh Á¸©õÚ® 16,00,000 12% 

 Gøh°h¨£mh \μõ\› ‰»uÚ AhUP® PnUQkP.  

22. 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  

  (i) 30%, 

  (ii) 60%,  

  (iii) 100% 

 (b) Comment on the results drawn. 

 



 62550/CZ25D 
 

6

 ‰ßÖ {ÖÁÚ[PÎß ÂÁμ[PÒ R÷Ç uμ¨£mkÒÍx.  

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%

 ÁõÀhº ©õv›ø¯ £¯ß£kzv, RÌPõq® •øÓ°À PnUQkP.  

 (A) JÆöÁõ¸ {ÖÁÚzvß ÷|ºø©¨ £[SPÎß ©v¨¦ ©ØÖ® 
£[Põuõ¯® ö\¾zx® ÂQu®  

  (i) 30%, 

  (ii) 60%,  

  (iii) 100% 

 (B) P¸zx •iÄ Áøμ¯Özx u¸P.  

23. 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 2
1 months 

 Add 10% to allow for contingencies. 

 RÌPõq® ÂÁμ[PøÍ öPõsk |øh•øÓ ‰»uÚ ÷uøÁPøÍ 
PnUQkP.  

 vmhªh¨£mh Á¸hõ¢vμ ÂØ£øÚ  ¹. 9,00,000 

 AhUP ÂØ£øÚ°À {Pμ »õ£ \uÂQu®  20% 

 PhÚõÎPÐUS \μõ\›¯õP ÁÇUP¨£mh Põ»®  1 ©õu® 

 PhÜ¢÷uõº ÁÇ[Q¯ \μõ\› Põ»®    2 ©õu[PÒ 

 \μUQ¸¨¦ \μõ\›¯õP ö\¾zxuÀ  

 (ÂØ£øÚ ÷uøÁ°ß Ai¨£øh°À)  2 2
1 ©õu[PÒ 

 uØö\¯»õP ÷|¸® ö\»ÄPÐUPõP 10 \uÃu® ÷\ºzx 
AÝ©vUP¨£kQÓx.  
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24. 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 2,00,000 

3 2,25,000 

4 2,50,000 

5 3,00,000 

6 4,00,000 

7 5,00,000 

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

Year 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. 

 ©oPshß ¼ªöhm ö£õ¸Ò ÷©®£õmiß «x J¸ 6,50,000 
•u½miØPõP J¸ vmhzøu P¸zvÀ öPõsk CvÀ 7 
BsiØUPõP {Pμ £n ÁμÄPÒ E¸ÁõUSÁuØS RÌÁ¸©õÖ 
Gvº£õºUP¨£kQÓx.  

Bsk {Pμ £n ÁμÄ

1 Nil 

2 2,00,000 

3 2,25,000 

4 2,50,000 

5 3,00,000 

6 4,00,000 

7 5,00,000 

 uØ÷£õøu¯ ©v¨¦ PõμoPÒ ¤ßÁ¸©õÖ.  
Bsk 1 2 3 4 5 6 7 

uØ÷£õøu¯ ©v¨¦  
PõμoPÒ 15% 

0.870 0.756 0.658 0.572 0.497 0.432 0.376 

 {Ö©zvÀ ‰»uÚ® AhUPa ö\»Ä 15% BS®. {Pμ uØ÷£õøu¯ 
©v¨ø£ PnUQhÄ®.  

————————— 


