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FINANCIAL MANAGEMENT
Paper-I11-BC-303

Time Allowed : 3 Hours] [Maximum Marks : 70

Note : Attempt five questions in all, selecting at least

one question but not more than two from each
Unit.

T TS § HU H FHH ek UT a1 Sifman &
T IAd U KA dre Y & S S

UNIT-I (ZehrE-1)

“Finance function is concerned with allocating funds to
Specific Assets and Obtaining the best mix of
Financing in relation to the Overall valuation of the

firm.” Discuss.

“foa TR faftte uRedfael & fauw o= emafed &
IR ®H & AU oAk & Gaw H faquimer w1 Heew
fagor o e @ Hefga 21 ==l ity

What are the objectives of Financial Planning? Does it
suffer from certain Constraints?

foxdta faiem & S2vg @ €2 9 9% %7 Jene ¥ 7
@7
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Write short notes on the following :

frefafes w dfaw fewfier fafe:

(a) Warrants. (b) Angel Investing.
a2 LSSEREERT

(c) Private Equity. (d) Convertibles.
frsft sferr RICRRIR

UNIT-II ( 3ehtE—II)

The shares of a Company are selling at 40 per share and
it had paid a dividend of ¥4 per share last year. The
investor’s market expects a growth rate of 5 percent per
year.

Th U H IR 40 SeR U I W faw ® B &R
e 9e 3o T4 SierR Ufd YRR &1 e feem em
frewes aeR # ufd 9§ 5 gfaem &t gfg X w1 IR
I 2

(a) Compute the Company’s Equity Cost of
Capital.

FHOA hI S USH ARG I UM it

(b) If the anticipated growth rate is 7 per cent per
annum, calculate the indicated Market Price per
share.

Ife g ofeg X 7 wiawa wia o9 €, @ fd 3R
Hehfdd SIS Hed i TOAT hifST)
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The Hardware Company Ltd. has to make a choice between
Debt issue and Equity issue for its expansion Programme. Its

Current position is as follows:

BEedM Syt fafies &l A9 faear sdsa & fau o
e oiR sfeedt fefa & 9 =99 &3 71 S9! adaM
frafd =9 YR @

Debts 5% 20,000
(R 5%)

Equity Capital (10 per share) 50,000
gfadt gstt (wfa ¥R 10)

Surpluses 30,000
(ferer)

Total Capitalization 1,00,000
(B SfTehRoT)

Sales 3,00,000
(fersnl)

Total Costs 2,69,000
(Rl WIq)

Income before Interest & Taxes 31,000
(S R H W UG I )

Interest 1000
(=ATST)
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Income after Interest & before taxes 30,000
(S % 9% R FA U Ted H )

Income-tax 50% —15,000
(IR 50%)

Income after taxes 15,000
(U & 9] )

The expansion programme is estimated to cost ¥50,000.
If this is Financed through debt, the rate new debt will
be 7% and the Price-earning ratio will be 6 times. If the
expansion programme is finance through equity, new shares
can be sold netting 25 per share, and the price-earning
ratio will be 7 times. The expansion will generate additional
sales of ¥1,50,000 with a return of 10% on sales before
interest and taxes. If the company is to follow a policy
of maximizing the Market value of its shares, which form
of financing should it choose ?

o Rl &1 A @@ 350,000 21 I 38 RO
% wWerm o fomdifa fean S €, @ W WO Wl R
7% B 3R Hea-3H UM 6 A el A foER
FEFHH i Sierel & wemw o foamuifig feer smar €,
U IR 25 U IR W W W I W GHd €, IR
Yod-37siq UM 7 TA1 BN faER W oS @R WY 9
Tedl faRt W 10% ® SO ® W T1,50,000 FHi
sifafaa fosht B8R afs w9R H1 o9 IR & IR g
® femad w I Aifd 1 Wed e €, Al sd
famioor &1 & W Y g AR
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6. What factors would you take into consideration in 10. Write short notes on the following :

estimating the working capital needs of a concern? ]
. . : frefefed @ wfere feoforar fafe:
frel Teen i HERiel YSi ol el B SR

g 9 fRT SRRl S &AaF H wWH? (a) Accounting Rate of Return.
et = T <

(b) Profitability Index method.

UNIT-III ( ZahT3-111)

7. Write short notes on the following :
Fretfetfign w0 i femforl fofa: AR S
(a) Profitability Index.
AGEAT Geehioh|
(b) Time-adjusted rate of Return.
GI-gaESa gfdwd <
(c) Capital Rationing.
TSt I
8. What is meant by the term “Leverage”? With what type of
risk is leverage generally associated?

‘RS T w1 F e B? oflels W 9k W fR™
THR & Sifem ¥ el Bl 22

9. “Evaluate the Gordon Growth Model as a special case of
the Dividend discount model. How realistic are its
assumptions in the context of Modern Financial
Markets?”

‘fefaee femmse Aled & TH foiw Ame & ®9
e W Hed H YoAihd Hitogl MYHH o aemi
% Ted ¥ TUH! OROMY fRa gemefardt 2"
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