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Note:- 1) All questions are compulsory.
2) Figures to the right indicate maximum marks.

Q1A) Match the columns ( any 8) (Col,Co2) (U)

I ) I:rcluity Capital
l) l'r'cf'ereucc ()apital

I ) ('onvertiblc Debentures

-l t l.ast clainrant
5r ( rrpital Iltrrlgeting
6) liintrnce is concernecl

l ) liinancial nranagement

li) ,,\gency ('ost

9) (lompourrding

l0) I'].V. Approach

F,i^rl ,

Seat Number: -

Marks:- 75

(8M)

Fixed Dividend
Convertible into equity share

Equity Shareholders

Finance Furrction

With acquisition of fund
Increases ROi
Opportunity Cost

Risky Capital
Doubling period
Process of investing money as rvell as reiuvesting

interest

k) fiuture slllns are converted into present stLm

{J1ll) State ryhcrc the follo*,ing st:rtements are True or F:rlse (Any 7) (Co1, Co2 (U) (7Nl)

i) I';in:rncial Manager-nent is concerned with maxirnization of wealth of the Shareholder.

l) Ciapital Rudgeting is the functiou of f inance.

I ) Boncling ('ast is the agency cost.
,tr) ROI is calcr-Llertecl on the basis o1'Net Opcrating Profit.

-i ) lnvestors prelbr fbr plesent noney.
6) l'}V is multiplied by the compound lzictor to find out the future value .

I ) I)ividcncl is paid in cash.

fi) Iloarcl ol'clirectors decide the dividcnd policy.
t)) Long ternt decision it-tvoh,e hsnrry risk.

l0) Ciapital Iludgeting clecisions ncecl not be taken carefully.

Qlr\) I'ollowing are cletails of tr,r,o companies ( Co1, ( U ) (AP ) (15M)

I)errticulals A Ltd B Ltd
Internal rate o1' return 14% 11%
Cost o1'capital t0% 8%

F]PS Rs.100 Rs.100
('alculatc value ol'ar-r equrity ol'these companies as per Walter's rnodel if D/ P Ratio is a) 50% b) 60% c)

-10(li,

oll
Q213 ) ( lalcLrlate the market price of share as per Garden model and Walter's model if retention ration is

a) 40% b) s0% c) 60% (15M)

lnternal rate of retuui 12 %

(lost ol'capital 10%

liamings per share Rs. 25
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(.)1,'\) Mr. Nlukesh deposited {40,000 to earn interest at 12 0/c, P.a. find out the future value of his amount if
tlru intercst at l2'%. Find out the future value of his amount if the interest is compounded,

i),'\nnuraliy ii) l-lalI'yearly iii) Quarterly (15M)
OR

(ll il) Gati company Ltd is considering the following two investment proposals requiring a net cash outlay ol'
{ I 10.000 & { 1,70.000 respectively. The after cash inflows are tabulated below. Rank thesc projects in
()r'.lcr ol'their profitability according to the profitability Index method. Assume that the firrn's cost of capiral
is 1-5(Ii ( Co2 AI']) (1sM)

Year After Tax cash flows PV of Re.l at 15o/o

discounting factor
Project X

+\
Project Y

+

1 10,000 50,000 0.870
2 30,000 65,000 0.756
J 45,000 85,000 0.658
4 65,000 50,000 0.512
5 45,000 35,000 0.497

o4 ,'\) AII companv needs {5,00,00,000/- for the construction of a new plant. The following three financial
nlrrns urc f'easible. (Co1. AP)

rr) 'l he conrpany may issue 50,00,000 ordinary shares of {10 each.

(1s M)

ir ) I-l.rc company rnay issue 25,00,000 ordinary shares of t 1 0 and remaining amount rnay be collectecl
bf issue o1-2.50.000 debentures of t100 each bearinganSo/orate of interest.

c) 1-lte company may issue 25.00,000 ordinary shares of t10 each and remaining amount as preferencc
shtrres of t 1 0 each bearing as 8% rate of divided . If the expected EBIT, which the company may
canr is { 40.00,000 then suggest which capital structure alternative the company shoulcl selected.
Assurne the tax rate to be 50o/n (15M)

OR
1) Q4B) Irollor,r,ing ar'e thc cletails rcgarding capital structure of Regal Reform Compar-ry ltd (15N4)

Co1

\'r)Ll ar-e |ccluestecl to cletermine the rveighted average cost of capital using
l) []ook value as weights ii) Malket value as neights

(.)-s.,\) I)ehne venture capital state the f'eatures of venture capital (co1, (u)
(.).5B1 p"1;ne Capitai Br-rdgeting. Expiain the importance of Capital Budgeting (CO1 (U)

OR

(8M)
(7M)

(.)-i(')Short notes (any 3) (Co1,Co2 (Li)

I ) 'l-vpes of debentures 2) Function of a treasures
-1) I-,vpes o1'Dividend policy

3) Advantages of Capital Rationing
5) Classification of cost of capital

I'ypes of capital Book Value Market value Specific Cost
Debentr-rres 40,000 3 8,000 5%
Pref'erencc Capital 10,000 1 1,000 B%
Equity Capital 60,000 1,20,000 t3%
Retainecl Earnings 20,000 9%

i,30,000 169,000

(1sN4)
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