
4960 l6

s-flrq{ R a{ (se rwra) tlr* w t urt rrer t stt

ru$ a @ rrqn sq t urfu A+ $r tri R-fi

tBr snenr .n ctfr ?r

d enq erq-& u{ung, qR CIt{ *, rqa qt nqi,l

(ro )

SIeEn

(o) a-o'fr rq+ + frft-n olr+ wr ii (s)

(t+) vm a,vt eo r. cft ffitrH fr rt t €ftt rrq 6€
qn t vRref r,oo,ooo qftc ssrE e-{rft tr c{ ci
n+fi sf+i rn 2oo \. * AiFi{r ar.n *t oso t. ql
qr.sr ondr ir 6--i rrfl m E€i{t 4tgrl fl-rrfi o.is \st
cR ffirH cfr qr6 tr Eq+ sftftffi, {+* t fra{I
qt qr6rt-o {fr frfl m iFIiT 6 t vfr ffi{rt vfr
q{ ir gfi ftdurq F.i qro i z.s qfte tarE ar

rerEq fr* 
", 

tr* Br 
- (

rtqnr dfry.

(i) M S& crdl

(ii) m€i t+ * srEfr (ro )

['I'his question paper contains 16 printed pages.]

Sr, No. of Question Psper

Unique Paper Code

Name of the Paper

Name of the Course

Semester

Duration : 3 Hours

Your Roll N o.....,.........

4960 I

2Z4t | 503

Financial Managemenl

B.Com. (H) - CBCS

V * (December 2024)

Maxitnunr Marks : 75

Itrstructions for Candidates

I . Write your Roll No. on the top immedi (rysrpts
of this question papei.

This paper consists of 5 questio

F

2

.,

4

5

o

Attempt all questions. All questio e(l

^.oUse of a sirnple calculator allowed

Answers may be written either in English or Hiodi;
but the same medium should be used throttghout the

paPer.

E-S+frqff*sl

'r E{ n:t'r-q{ + ffi ff gct fts .ry fftttRt +rm q{ glqil

3r{iFlrfiftfrq r

(1000) P. T. O.

i
(
I

I
I

1

I

i

I

I

(



4960 2

2. mHsri s yr{tr+:Iqt I

3. qift c{il- +irflrffftq r q$nr+ *{qrr sr6.T r

a. truriq +trt+dr sc+{r d qrR t r

s. T{mFr-q?tnrsrt s}fiqr Eft ffiqqr qqr+ABq, tB-{
effsatq, qrtq{r'+,A+{qGq, )

(b) A machine is available fbr t2,40,000 which is iikely
to yield following our earnings in the next 5 years '

Yea r I 2 3 4 5

Eamings 1,05000 96000 90,000 72,N0 78,000

The machine will be depreciated on straight line
rnethod and the salvage value is (30,0f 

)the
macltine is subject to tax at a rate of 40%. Should

the rnachine be purchased if the cost of capital is
t2%. ( l0)

15
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(a,) ere sh imffi 6dfi-d tft d orqqnw ofu.rre
d qqsrsgr (s)
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okro o s"ilrd, qqt + WffT { freq: *rt r.s
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I. (a) "Wealth maximization is better criterion than profit

nraxinrization" Do you agree? Explain. (5)
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(i) rr€T mrd * trdsn *c,( Hr ftt?

(t) cE Ehrft rfir $r<m ir{vrir 2s% sfu zsx *
* 1u wr frrn?

(t,) 1.ff !-strrr ftotq-{ 6; qqq E-sR frs ur+ sre 6rcsr\

d Ecsr{sr (s)

(t{) L frRas eilt u frft}s tqrq l, ft-iTq Eq+ fr ftfrag
t c,oo,ooo t * rox E-il< q'X frs I sdfr u
ftiqls + crt irrfr Tfr {r-fir { +{d Effi fur
Br ffi ufr 51 qfu;6a 6q 3,oo,ooo r'. ir qra frfrq
fr qff TM q.{ + frs gfi-+rw r< rsz" il
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(ii) $d qRqffi{ am gFrdu w sc+rr 6r* ffi
.nfr * t* * wnr d&q, (ro)

(a) Critically evaluate the payback Inethod l'or

evaluation of long-term projects. (5)

(b) ABC lirnited is considering a purchase of machirle

for {2,40,000 which is likely to yield the tbllowiug

future benefits in the next 5 years. The maclritre

will have salvage value of <40,000.

Year PAT

1 20,000

2 32,000

3 40,000

4 3 6,000

5 32,000

Should the machine be purchased, if the requirecl

rate of return is 20o/o2 Use ARR tnethod artl

payback method. 110)

Sakthi Foods Limited has the following capital

structure:
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Mr*et Vdue (t)
Equity Capital (25000 sharcs of
ll0 €ach)

250000 450000

I 3% Preference Capitsl
(500 Shares oftloo e&h)

50000

150000
I 2% Debentues
(1500 debe res ofll00 each)

t Suxx) 145000

The expected dividend per share is 11.40 and the

dividend per share is expected to grow at a rate

of 8o% fbrever, Preference shares are redeemable

after 5 years at par whereas debentures are ,
redeeu.rable after 6 years at par. Tax rut. i.3O%.

You are required to cornpute the weighted average

cost of capital for the existing capilal structure

using nrarket value as weights. (15)

Or

The share capital of a company is t10,00,00.- )ith
shares of face value of t10. The company has

debt capital of{6,00,000 at l07o rate of interest.

The sales of the firm are 3,00,000 units per annum

at a selling price of{5 per unit and the variable

cost is t3 per unit. The fixed cost amounts to

13
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12,00,000. The company pays tax (A 35%. [f sales

increase by 10%, calculate:

(i) Percentage increase in EPS.

(ii) Degree of Operating Leverage at the two
levels

(iii) Degree of Financial Leverage at the two
levels. (15)

3. (a) Explain the following:

(i) Information contents of Dividend paylneut

(3)

(ii) Dividend Payout ratio (2)

(b) EmKay Ltd. has 15,000 equity shares sellins at

tl5 per share. The cornpany is expecting to make

a net income of ?3,00,000 during the year ended

3l" March 2024.|t is contemplating a divideld of
{3 per share at the end of the current year'. The

company belongs to a risk class whose approp[iate
capitalization rate is 1270. Assurning no taxes,

answer the following questions:

(i) What will be the price of the share at the

end of 3l'I Marcb.2024, if

5
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(a) Dividend is paid

(b) Dividend is not paid

(ii) Assuming the cornpany pays the dividend and

has net profits of {3,00,000 during the period,

how nrany new shares must be issued t' 
)eet

its investruent requirement of 15,00,000 Apply

MM approach for your calculations. (10)

Or

(a) Write short notes on:

(i) Assumptions of the Theory of Irrelevance '

of Dividend (MM Approach) . 
(3) .

(ii) Stock-split (2)

(b) SG Ltd. invested (25,00,000 in 2,50,000 shares of
tl0/- each. Rate of return on investment is 150/o

and retention ratio is 70% of its earnings. If the

alrplopriate capitalisation rate is lzYo,
)

(i) What would be the price as per Gordon's

Model?

(ii) what would be the price if the oompany

. 
has payout ratios of 25Yo and rt*, 

,rO,
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Effi Tfr (to wi xR

iq{ * zsooo +st)

250000 450000

13% iflRqFr TS (c-+fi

roo {G + 5oo +{i)
50000 45000
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qrt-q *r tqrm Qg aw< TqR i frcr ursrfl Bfu
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(6) fiffiffi cRa${rfr + {srd-{ + frs t-+6 Aft
Er sn*l'nFrs tflrfi dfrsr (s)

(t{) ABC frR}s z,ao,ooo t fr qrhr €H qr ft-qn st
t& e, frrgft wri s sql + ffifud qr& am mft

"ft dqrrr tr qri-q fl cl+s T€ ao,ooo t *{IIr

s{ PAT

I 20,000

2 32 000

40,000

4 36,000

5 32,000

qR aqh-d trd e( zoz i, fr wr qfi-{ mq d qrfi
qEs? AxR CD ifu +-+*, Gfu qr gqqh dRqr

(to )

(a) Explain the factors which should be considered

while rnaking a capitaI budgeting decisiotr. (5)

(b) L Ltd. and U Ltd. are identical except that Ltd

has issued l0% debentures of{9,00,000 while U

Ltd. has only equity shares in its capital structtrre.

Both the firms have operating protit of 13,00,000.

Assume capitalization rate is 15% for all equiry

firms.

(i) Compqte the value of the two firurs usiug

Net Income Approach.

Or

(b) Prepare an estimate of net working capital

requirement for RP Ltd. Add 10% 1'or

contingencies from the intbrmation given below.

4960 7
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(ii) Compute the value of the two firms usirtg

Net Operating Income Approach. (10)

(a) Explain the concept and inportance of permanent

and temporary working capital. (5)

I

I

i,

I

I (
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Estinrated cost psr unit of production of tl70
includes

Raw rnaterial 180, Direct labour (30 and overheads

(exclusive of depreciation) t60

Level of activity per annurn 2,08,000 units

Raw material in stock: av'erage 4 weeks, work in
progress (assurne 507o completion stage): average

2 weeks, finished goods in stock; average 4 weeks,

credit allowed by suppliers: average 4 weeks, crcdit

allowed to debtors: average 8 weeks, lag. in
paylrent qf wages: average 1.5 weeks and cash

at bank is expected to be t50,000.

(a) What

cash?

are the different motives of holding
(s)

The production is carried on evenly throughout

the year (52 weeks) and wages and overheads

accrue siurilarly. All sales are on credil basi.,
)

You uray state your assumptions, if any

(10)

(b) A company manufactures 1,00,000 units of a

product annually from a raw material which is

purchased at t60 per kg. It incurs a handling cost
of (200 and freight of (550 per order. The inventory
carrying cost of raw materials is Rs.0.?5 per kg
per month. In,addition, cost of working capital
finance on the investment in inventory is t6 per
kg per annum. One kg of raw material can produce
2.5 units of product. Calculate

(i) Economic order quantity

(ii) Frequency of ordering (10)

(c,) " trc s0mrfuvr, arq BrE6-frft-5-rvr i +d-d{ rlrrds

B" wr srs rr6rd A? qnqr frfrsr (s)

(€) c*, qfi-{ 2,4o,ooo wa + srder S, ftist orrrt s

sfr + Eltt snq + irdffi erq sff( d+ fr {qn-ir
tr

)

l.

)

s{ I .,
3 4 5

F+{ 1,05,000 96,000 90,000 'tLooo 78,000
0r

P. T. O.

Selling price is (200 per unit )
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