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LT PG-922
Il Semester M.B.A. Degree Examination, July 2016
(CBCS) T
MANAGEMENT
2.5 : Financial Management
Time : 3 Hours Max. Marks : 70
SECTION - A

Answerany five of the following questions, Each quastion carmies fivermarks.  (5x5=25)

1. Explain the varous types of decisions which are to taken by financial manager in
the eme

2. Discuss jany fiva factors relevant in determining capital struciure.

3. Why dividend policy is important for a company 7 Explain

4. Acompgny has As. 20,00,000 6% Debenturas outstanding today, which will be
redeemed after 5 years. For redemption the company established a sinking fund
and Its investments earn interest @ 10% p.a. What annual payment must the
firrn make to ensure that the needed Rs. 20,00,000 available on the designated
date.

5, The capital structura of Bombay Traders Ltd, as on 31-3-2015 is as follows

Rs. incrores
Equity capital : 100 lakh equity shares of Rs. 10 each 10
Retained Earmings 2
14% debanuras ) 3

For the year ended 31-3-2015 the company has paid a equity dividend at 20%
and the growth rate is 5% every year. The equity shares are traded at Rs. 80 per
share in the stock exchange. Tax rale applicable to the company s 40%. Calculate
the current welghted average cost of capital,

F.T.0.
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6. Tha following detalls of ABC Lid. for the year ended 31-3-2015 are lurnished.

Crerating leverage 3
Financial leverage 2
Interast charges p.a. Hs. 20 lakhs
Corporate tax 40%
Variahle cost as a % of sales &%

Prepare the Income Stalement of the company.

varlable cost per unit is Rs. 28. The average collection period is 60 days| Bad
delit losses are 3% on sales and the collection charges amount to Fs. 15,000.

Thg company is considering the proposal to follow stricter collection podicy which
wolild bring down bad debits to 1% of sa erage collection period jo 45
dﬂ_ e L o SR o e H S pijEcrigin g s thie
collection expenses o Rs, 25,000.

The: company requires a rate of return of 20% would you recommend the adoption
of the new cradit policy 7

SECTION-B

Answorany three of the follawing questions. Each questions carriesten marks. (3= 10=30)

8. What is working capital policy ? Explain the different types aof warking capital
podicies of the business fim.

9. "Walter's model asserts that retentions influence stock price only through theair
alfect on future dividends® - Discuss,

100 XYZ Ltd. is considering three financing plans.
Financial Plan Exqjuity Dbt Preference

A 100P4 = -

B SR B0F% =

z BORY — 0%
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Todal funds to be raised Rs. 200 crores
Rate of Interest on debt 12%
Conporate tax rale K-
Dividand on preferance shares ¥
Face value of equity share Rs. 10 aach.

Thease sharas will be issued at a
premium of Bs. 10 par share

Expactad E.B.I.T Hs. BO crore

11. Capro jndustries plans an investmant of Rs. 75,000 in a new machinery that

ancthe UrET proSonis an anematve proposal. By invesiing
Fis. 1,60,000 in his company’s equipmeant Capro industries can obtain a cash
inflow of As. 50,000 every year for five years. In future, an investment of this
vpe can be expected to, vield a discoumtad rate of return of 12%.

You are required 1o find

a) Which alternative is more attractive if a discounted rate of 12% Is expected 7
b) The discounted rate of return on investment alternatives,

) Discounted rate of refurm an incremental investment,

SECTION=C

12. Case study —Compulsory. 15
XYZ Lid, is presently operating at 60% level producing 38000 units and Proposes

to increase capacity utiization in the coming year 33 ¥, % over the existing lovel
of production. The following data has been supplied.
a) The expected ratio’s of cost to selling price are ;

Raw malterial = A0
Direct wages - 2
Chierheads - 20
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b} Selling price per unit As, 15,

¢} Raw materiaks will remain in stores for 1 month, Material will remain in process
for furlher cne manih,

d} Suppliers grant 3 months credit 1o the company and debtors are allowed
2 manths cradit,

&) Finished goods remain in godown for one month.
fl Lag inwages and overhead payment is one month.
Prepare a projectad profitability statement and the working capital requirement

at the new level, assuming thal a minimum cash balance of Rs. 50,000 has to be
miairdaned:
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