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Note:    a)  No additional answer sheets will be provided.

          

b)  All sub-parts of a question must be answered at one place only, otherwise it will not be valued.

          

c)  Missing data can be assumed suitably.








Part - A 



Max.Marks:25
Answer all QUESTIONS.
	1.
	What is time value of money?


	[3M]

	2.
	What is capitalisation?




	[3M]

	3.
	What is capital rationing?



	[3M]

	4.
	What is profitability index?



	[3M]

	5.
	What is indifference point?



	[3M]

	6.
	What is leverage?




	[2M]

	7.
	What is net working capital?



	[2M]

	8.
	What are the characteristics of current assets? 
	[2M]

	9.
	What is a bonus share?



	[2M]

	10.
	What is a stock spilt?


	[2M]










Part – B


   
 Max.Marks:50
ANSWER ANY FIVE QUESTIONS. EACH QUESTION CARRIES 10 MARKS.
	11.
	a)
	Discuss the three broad areas of financial decision making.
	[5M]

	
	b)
	What is the justification for the goal of maximising the wealth of shareholders?
	[5M]

	
	
	
	

	12.
	a)
	A buying needs a new machine and has to make the choice between machine Y and machine Z. The initial cost and the net cash flow over five years (income less running expenses but not depreciation) to the business have been calculated for each machines as follows.
Initial Cost

Rs.20,000

Rs.28,000

Net Cash flow

Machinery Y

Machinery Z

1

8000

10000

2

12000

12000

3

9000

12000

4

7000

9000

5

6000

9000

Only one machine is needed and at the end of five years, the machine will have no value and will be scrapped. To finance the period the business can borrow money at 10% per annum. Which machine should be chosen under each of these methods?

  i). Pay back method  

 ii). Accounting rate of return 
iii). Internal rate of return  

iv). Net present value
	[6M]

	
	b)
	Differentiate between Pay back period and Net present value.
	[4M]

	
	
	
	

	13.
	a)
	What are the steps involved in calculating a firm’s Weighted Average Cost of Capital?
	[5M]

	
	b)
	Discuss the relationship between EBIT and EPS.
	[5M]

	
	
	
	

	14.
	a)
	Vardhaman corporation presently has one million outstanding equity shares (Rs.10 par) selling at Rs. 15 per share. It needs Rs.10 million of additional funds which can be raised in two ways:
i) Issue of 0.8 million equity shares at Rs.12.50 per share

ii) Issues of debt capital carrying 15% interest.

After the new funds are raised EBIT which is normally distributed, will have an expected value of Rs.7  million per year with a standard deviation of Rs.3 million Vardhaman corporation tax rate is 6%. What is the probability that the debt alternative with respect to earnings per share?

	[6M]

	
	b)
	What is cash cycle?
	[4M]

	
	
	
	

	15.
	a)
	What are the main objectives of receivable management?
	[5M]

	
	b)
	What are the techniques involved in inventory management?
	[5M]

	
	
	
	

	16.
	a)
	What is the substance of MM dividend irrelevance theorem?
	[5M]

	
	b)
	“A low dividend payout ratio promotes the welfare of stockholders because long term capital gains are treated more favourably than dividend income from the tax point of view”. Discuss
	[5M]

	
	
	
	

	17.
	a)
	The following information is available for kavita musicals EPS Rs.5 Rate of required return by shareholders 16%. Assuming that the Gordan valuation model holds, What rate of return should be earned on investments to ensure that the market price is Rs.50 When the dividend payout is 40%.
	[5M]

	
	b)
	Explain the theories of capitalisation.
	[5M]


-- 00 -- 00 –
H.T No





Regulations:


A17











PAGE  
Page 1 of 2

