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COMMERCE

( Honours }

( Financial Management )

( BC-402 )

Marks : 75

Time : 3 hours

The figures in the margin indicate full marks
for the questions

1. (a) “Investment, financing and dividend
decisions are all  inter-related.”

Comment. 12
(b) Distinguish between Discounting and
Compounding. 3
Or
(a) John deposited ¢ 1,00,000 in a savings
bank account today, at 3% simple
interest for a period of S years. What is
his accumulated interest? 3
( Turn Over )
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~ worki . 1
€ 1,00,000. It is exp @ gigpial  of capital?
(b) The capital structure of H Ltd. as on
31st March, 2022 is as follows :
Equity share capital—< 100 lakhs
(10 lakhs shares of 10 each)

Reserves and surplus—< 20 lakhs

14% debentures of Z 100 each—
T 30 lakhs

For the year ended 31st March, 2022,

the company paid equity dividend at
20% and dividends are expected to grow
by 3% every year. The current market
er share is ¥ 75 and the tax rate

price pt

applicable for the company is 25%.

Find out the WACC for H Ltd. 19
( Turn Over )
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(a) State the assumptions of Net Income zi
(NI) approach and using nnaglnaryﬁ

;p"

fisures, show how to determine the MR

value of firm under Net Income (NI) .
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approach.

(b)) A company requires ¢ 5,00,000 for
construction of a new plant. It has
identified the following three finance

options :

(i) Issue of 50000 shares @ ¥ 10 each

if t.he dividend payout
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(i) Issue of 25000 equity shares @ ¥ 10
each and 2500, 8% debentures of

¢ 100 each

(i) Issue of 25000 equity shares @ ¥ 10
each and 2500, 10% preference

shares of ¥ 100 each

Assuming EBIT after construction
would be ¥ 1,00,000, which financing
option would you recommend assuming
tax rate of 35%°?

v of |
!/ {'

4. (a) Explain the various factors which ;; g
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influence thc d1v1dend decision of a
firm.
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) A proforma cost sheet of Ari Ltd.,
provides the following information. You
are.required to estimate the working
capital needed to finance a level of
actvity of 52000 units of production

Amount

(per unit)
Raw Materials 40
Direct Labour 15
Overheads (excluding depreciation) 30
Total Cost 85
Profit 30
Selling Price 115

Additional Information -
(1) Average raw materials in stock—
1 month

() Average matenals-m-process (50%
completion Stage)—Half a month

(i) Average finished goods in stock—
1 month

(tv) Credit allowed by

Suppliers—
1 month

to cu stomers—

B ‘;

L
o’
o
P

el
Ik

AN
et

Al
0."

:




