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1. . Ansu,er any fwo questions ofthe followinBr: 
, ,

(a) What is the modern statement about the
objective of Financial Management in a
company ? How can it be restated consi-
dering the agency problems ? 3 + 2

(nra Ow )



('7'l

@) Irrnrpnat'*leJdlechcspftl,0"ppoqitive
value, a neggtive yalueand-l asthe
market risk meastr€'of equity shares. 5

(c) Discuss the principle of *econonies of
scale" behinil the deaision of merger of
two companiesr State one commo,n

p,roblem as couldbe frced by a merged

entity out of mergers of dne traditional
. company and me modcrn company.3 + 2

2. Answer any one questions ofthe following :

l0xl
(a) ZCo.L.td. issues l2c/o,5-yeatly tedeem-

able preferenc6 sharee at a discount of
l0olo. Ifthe face value ofsuch shares is

Rs. 1000, corpmate marginal tor rate is

30% and the redemption talces place at'
a premium of l0o/o, calculate cost of
capital assuoing that the ,preference

share dividend is to be regularly paid at

the end ofeach Year.
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(3)

(D)'A Co.'L,td.''ahd 'B.Co. Ltd' 'havethe

followin! exceipPof Uepital structure :

Ifthe inarginal corporate tax iate is 30%

and both the companies have figured an

ebtr orn . loooo, show the comPara-

tive riskofinvestment inthe equity shares

of the cmpanies and interpret the result.
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3. Answer any trao questions from the following :

Equity sharcs ofRs. l0 each

I 2% Rodeemable Prefercnce
shares ofRs. 100 each

14% Red€€mable deb€ntur,9s
ofRs. l000each

(a) (r) How does taxation affect dividend
policy ?

ACo.Ltd.
(in Rs.)

10fin0

'BCo. Ltd.
(in P.s.)

5m00

20000

30000

5x2 t
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(4)

(ir) When thc gtowth rete of acomPany
is higher.than cost of capital, how
can w€ detcrmine sharc price of the
cqmpany ? Put logic against Your
aoriwgr. 3 +2

(D) (, Whdis anfueingsche&ileinDcbhr
Management?

(ii) Following is the ageing schedule of
a company beforp and after a new
debtor policy. Commerit on the
efficacy of the policy.

Age o,f R!6iwbl€s
(D!F)
0-30

3l{0
6lJ0
9l md abovc

Recinbhs(?)
(31-MaF2024)

tmr(m

lpqm
70,m0

40,mo

J
Receivrblcs. ( t )
(31-It r-2([t5)

m,000

L0qm
50,m0

20,000
2+3

(c) Discuss five dete,tminanls of worting
capital requirement of a business firm.
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4. Answeranyonequestion: . lOxl

(a) (r) E:plaintbe conce,ptofoperatingcycle.

(ll) SigmaTools Ltd., a manufacturer of
industrial cutting togls, provides the

following data for the financial year

2023-24:.

I. Inven-tory and Sales Data:

U. Opening Bew Material Inventory :

{4,oo,ooo
IU. ClosingRawlvlaterial Inventory :

(6,00,000

IV. Raw lvdaterial hurcbased : t 36,fi),fiX)

V. RawlvlaterialConsumed:(34,00,000

V[ Op€oingtrlotk-in-Pmgess : (3,00,000

V[. ClosingWod(-in-Progiess : { 5,00,000

VItr. Directlabour: { 18,00,000

fK. FactoryOverheads: { 10,00,fi)0

X. Ope,ning Finished Goods Inventory :

{7,oo,ooo
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(6)

-',:.: :; :

)C. Ctosing Finished Gogds'Inventory :

(E,oo,ooo

)flI. Cost of Gqods Manufactured :

(64,00,(x)o

Xtr, Cost of Goods'Sold,,: {63,00,000

)flV. Total Sales (Credit): t 80,00,000

XV. Credit Seles (90elooftotal) :

(72,oo,ooo

XVI. Receitables andPaYables :

XVII.Opening Debtors : ( 9,fi),000

XV[I.ClosingDebtors : {11,00'000,
>OC OpeningCreditors (fmrawmd€rial$ :

(5,00,000

)OC ClosingCrediton(forawmat€dals) :

{7,oo,0oo

Compute:

(A) Gross Operatrng Cycle (in days)

(B) Net OpermingClcle (CashCqnversion

Qycle) 2+(6+2)

q
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(D) (0 State any three assumptions ofthe
M-M Hypothesis. Prove the HYPoth-
esis.

(r, ABC Ltd. hasthe following financial
data:
Earnings per share (EPS): (8
Dividend per share @?S) = (4
Cost of equity capital (ke) = 12%

Rehrm on retainedairmings (r) : I 5%

The company has no debt in its
capital structure. Assume that all
earnings are either distributed as

dividend,g or reinvested internally.

Required:

Calculate the market price per share
using Walteri's Model.
Comment on whether the company
should retain more eamings or inoease
dividendpayout. (3+4)+(2+ l)

I Internal Assessment - 10 Markrl
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