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FIFTH sElIEsrER B.com. DEGREE EXAMINATTON, NO\/EMBER !0r8

Timc: Three llours

(cucBcg-g_uc)

BCM 68 11;FINAI*ICHr, nngN*GEMENf

part I
Anewer all queetinns,

Eaeh quection aarrieg t rn-ark.

(A) Choose tire correct answer from the choices given ;

f NIC analysis is used in :

Mr*nimpm:80 Marks

(a) Cash management. (b) Inventory management.
(c) Corporate ethics. (d) Corporate responsibilities._ _ __E_____4_)--Y

. Z Compounding technique is used to find otrt :

(a) Present value of money. (b) Future value of money.
(c) Preference of money. (d) None of these.

3 cost of issuing new shares to the public is known ae :

(a) Irlotationcost. (b) Speeiftecost.

(c) Marginal cost. (d) Cost of equity.
4 ,liird in hand'argumont is given by :

(a) David durand. (b) MMmodel
(c) Gordon's model. (d) ftaditionalmodel.

6 which of the following is not incorporated in capital budgeting ?

(a) Tax effeet. (b) Time value of money.
(e) ll,equirod rate of return. (d) Rate of caeh diecount.

(B) 'Fill in-ttre bianks :

6 Cost of retained earnings is the d-r cost of dividend foregone by the equity
shareholders

? Ilinarrcial leverage is also known as %.
.8 working capital means ihe total current asset.
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9 \M.hen dividend is paid in cash it is termed as 

- 

dividend'

10 ,l.he decision concerned with the procurement of total funds required by a firm is known

as 

- 

(10 x 1= 10 marks)

AnswerJilL questions'

Each questi'on carries"2 rnarhs'

What are the dimensions of receivables management ?

Uiarinsor"h between operating lwerage and financial lever-age'

What is Interqal Rate of Return ?

What is sweat equitY ?

What do you mean by capital'rationing ?

What do you mean by'overall cost of capital ?

What is meant by Re-alized Yield Method ?

What do you qlean by financial engineenng ?

Distinguish between shares and debentures"

What is sensitivitY analYsis ?
(8x2='16markF)
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Fart IItr

Angwer a'W six q-aPstions'-

Each qwesti'on carries 4 rnarhs'

2l Describe the scope of financial management'

22 Discuss the applications of tirirevalue techniques'

2Slrromthefollowingdata,computetheoperatingcycleofXLtd':

Stocks:

Itaw material

Work-in-Process

Irinished goods

Purchase / consumption of,raw material per day

Cost ofgoods produced/sold per daY

Cre.dit sales Per daY:

Debtors l

Creditors

Assume 365 days for computational purposes'

xLtd.
(Rs.)

45,000
go,ooo

28,000

1, 60,000

3, o0,0oo.

3,60,000

72,000

20,000
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Discuss the impor'tance of debentures as a source of frnance'

--i@l management ?

What are the principles of worBr:rg capr

Explain the factors a"t"t*i"i"g capitat structuxe'

I)escribe NOI aparoach of capilal strugture'

Calculate cost of capital in the following cases:

rf face value of Rq' 10d each and realise.s Rq' 95 per

(a) xrrtd. issues uq:1eb:ntt{t:_:l::l#;;;;,, at'a premium orevo

debenture.The{ebenturesareredeernablqasgrl0yearsataergT:

(b)Yltdissuespi,:eferenceshargsof'faceval.qeofBs.l00eachcarryinglsTodividend

andrealisesRs.g2pershare.Thesharesar.,,grep4yable'after12yearsatpar.
(6 x 4=24.marks)

Part W

Answer anY tw Q questions'

Each question corries !5 marh*

Explain MM model aad Walter'q Model of dividend' theory'

The following figures relate to two companies

ALJd: B Ltd'

Sal.es " :'::'::: 
t:' 

:::::
3'00'ooo 4' 5o'0oo

Variable cost

contribution i'::::: 
1"1'50'ooo ':

rrixed cost 2'oo'o'oo t'::':::'

': 3'oo'0oo 5'50'ooo
EI}IT

5O'OO0 1'50;000 ' '

Interest -^^ -

2'50'ooo 4'oo'000
Profit before tax

You are required to :

ncialandcornbinedleveragesforttretwocompanies.(a) Calculate the operating' fina-------

ft) Comment on'the relative risk posrti'o'n of the companres'
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Sl A company is considering an investment proposal of purchesing a machine.urtirr;*oi'fl"4_
Rs. 8,00,000.The machine has life expectancy of 6 years and deprociation is charged on

straight line method" The estimated cash flowe from the machine af,e as follows :

Year l 2. I 4 6

Cash inflows before tax after depreciati6n ... ?0,000 ?6,000 86,000 1,00,000 1,60,000

, ?V factor at BVodiscgunt rstp .,**...... .,. .9g6i' .86? ,1g4 ,786 .68I

Assuming corporato tax rate of 40 %, calculate :

I Paybackperiod

2 Net present value.

(2 x 16 * $0 marke)
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