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a) Zerob) Sanre c) Positive

10. Interest ort debt is calcLrlatc'd on

c) Prcf-erence Sharcirolders

c)Non-Bal-rkruptFinarrcialCornlrarrl'il)Norreol.theallol'e

2. Fixed dividend is not Paic'l to

a) Debenture holders b) Ecluitl' shareholders

d) none of them.

l.lRR stands fbr-=-

a) lnterest Rate of Retulr b; Inclusir,'e Rnte ot'Risk c; lntcrnal Rate of Return d)Initial Rate of Risk

4. Net Profit After"fax is Rs. 80,000 anrl T'ar is Rs. 20,000 tlen Rate of 'l-ax is

a) 10% tr) 209'0 c) 30% d) 15%

5. As per rule of 72, il'the interest rate is 10?6 the doubling period rvill be

a) 7.2 years b\ 720 tronths c) 72 Y ears d) [0 1'ears

6.Present Valtte :

a)FVxCF b)FVxDF g) CF x DF d) None oithc above

. T. Operaiing Leverage:

a) contri bLrtion,,EB I'I tr) EB tT/E B-l' c)llB I TiContri brtti on d)ContributionlSales

8. Function of finance managcr ls 
--==_-,

c) Worl<ing Capital Matrageurent

b) t)iviclend Decision

cl) r\ll o1'the ab6r'e

a) Decision regarding capital strllcture

d) Negiitive
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M0133 / M0286 CORPORAIE FINANCE
B"l srasl(t\
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TIME: 2:30 HOURS

NOTE:1. Ql "is compulsory.

2, QZ to Q5 having internal options'

3. figures to the right indicate full marks'

4. State your assumptions clearly'

Q1.A Multiple Choice Questions.('dny 8)'

l. NBFC ritcans

a).Non-tsanl<ing l- orei gn Currency b ) Norr-Barikirr g Fi nancia l ct]rn pany

a
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Q2"A Foiloiving arc the cletails of two colrpartics A arrd B (08)

*

calculate: LOperating Leret'age ancl2.rinantrial l-cverage ol'ttvci contpanies

Sources 0f Fu Anrouttt in Rs

r10.000 < {r/) /o

Preference 1 000 80h

60"000 139,'o

Retained Eartr 20"000 L) OA

ghted .,\verlr-te C ost o1-('apitll

0lt

ti (07)

1{
-r8Lrn rtVariable cost

6,00,000annum[]irecl cost
120
20,000l8^000Per annum run its
80,000I ,000Interest on fJebentures

Calculate \llei
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2. Clost oiexisting share capital and iiesh i:isue of caPital are satre .

3. Sectors r.vherc FDI is prohibited are Chit Funr'ls. [,otter1 Busincss' Carnbling

4. C-'apital Buclgeting is a part ol invcsttticnt decision'

5. Modiglian-lvlitler (N4lvl) Model is diftlcult to appl-v in practice.

6. Difl'erent sollroes of Finance have satlle (lost o1'capital.

7. Bill Discountiilg mearls pror,irling filnds againsl uill. .,i

accumulated in the' future,
"l ,::.8. lf I make c',ne deposit toda1,' lrncl rvish ro know lrorv tilt-tclr it u ill bs

value is called Present Value.

Partic u lars B

4"00.000

Sell nit 85

that

Folltlr,r,.ing are tlre details of Capital Structurc rl[.Cotillratlv X Lti1,

Cosl of CapitalAfter
Tax

-

B

5,

D
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The Incotne'fax rate is 509"i''

Recomtnencl the Lrest alterttatil'tr r'vitll sLritaLrl\'- l-e flsul)'

Q3.A [,irrd the present value of Rs.10,000 reccivable 61'ears hence, ilthe
j

:ctetl Return and standard Deviation fi'om the following details Ben Ltd.
(08)

Econouric Conditions ['robabilitt' Rate of Return

Br:om 0.35 10,h I

Nonnal
Reccssion

0.50 3001,

0. t5 20%

OR

Year Cash lnilorv PV F-actt'rr rti:lZokt PV Factor @)l%-
1 J 000 0.893 0.877

2 2.40 0397 0.7 69

J 0.712 0.67 5

4 000 0"636 0.592

) 3"50.000 0.567 0.51 9

Itatc ol RetLtrtt

rate is 10%o!'

(07)t
*.

;

Q3.P Speed ltcl is considering a proiect llhich cost I{s'B' 00'000'-l-ax rate is 30 %'The colnpany uses

St[aightLirrefuletlitrdoft)epreciaticlttaridtheproposeclprojectlrascashinflorvsbefbre
A*prJ.irrion attd tax as l'ollorr s: (15)

lr
il*

AtnrrutttSource oI Furrds

Lll Share s of Rs.l0 caclr

t2% Preferencc Shares

147o Debentures

Calculate
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Interttal

2,50"000
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FoQ4.A theall ullowing deta

ancllnterest

s"6,00.000R

areshEquityS

h

uS lro

000

fv

ity
ity

5,00,
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Dcbt

f)ebt

BEarnings
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) Rs.

Rs.

000

000

00

00

Tax

ancl

and

antl
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Share.

arc"

atpany I

hiterest on l)ebt:

[)ebt upto Rs.l.i]0,0U0 -10?6

Debt Rs. 1.00.001 to I{s"5.00.000 - l49i'

Debt above Rs'5.00,000 - 189'o

Tiir Ratc APPlicable - 50%

Recomtnencl tl-re best alterttatir"e with suitabIe reasol]

OR
*

* Q4.B

a

Ilell Ltd wants t. invest ip a pro.iect. 'f*,o optior.u ur;oilrbl" are Pro.iect P anci Project Q'

F'ollorving are the details: i15)

I'ro-|ect P Proiect Q
8.00.000 9.00,000

1 30,000 40"000

40,000 50,000

3

,.l

50"000 60.000

60.00t) 80,000

90.000 90.00u

l)iscounting lractor 1 5');

Year 1 2 4 )

P.V 15% 0.870 0.756 r).65 8 0.572 0.4qi

alculate Net Present \/a iue for both tlrc l'ro.iccts and Reconrt-nettd uliich Project should be

seiected.
AF

ing and Significance o1'Corporate Finarrce'

Guicielincs lor l'Lrblic dePosits

OR

(08)

(07)

lr

tl ExPlain tlie Il.tll
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Cost of Investtnent (l{s)
Ycal

2

5
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Q5.A Write short note on. Any 3 out of 5.

L Ljndcrcapitalization
2. Ordinar.v Shares

3. S[.BI Rcgulatiorrs

4. Principles of Clorporale l- inance

5. Convr:rtible lJcbcntures
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