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Third Semester MBA
Advanced

A Company manufactures
The Company incurs
incremental carrying
the cost of working

.;i'.li[[t#:]1.::::

-illli 
a

t:il'

(03 Marks)

2a.
b.

c.

3a.
b.

wishes to expand *1rlslii..CIfj1the following alternative Co. will choose if it is ready to take

tisk. *flt'
i) Issue of 20,000 qquity shares @ premium of Rs 25 per share.

ii) Issue of l0%oipreference share.

iii) Issue of 8"91o"tt$en]ur11
Assume tax iddH'hs 50%, EBIT Rs 900,000 and face value of share Rs 100.

c. Discuss the determinants of working capital management.

,.'.1111,,,11,t0

ffi$ffiffi
___l *h ;
D egree Examind-tihtd' Ju n e/July 2023

"*ni -'

Financial Mahrf,gement
.:i.:...,.,:::!l

Time: 3 hrs. SV . Max. Marks:100

Note : l. A n sw er any FO-UR fut lrAaestio ns fro m Q. No. 1,t6;ttSW o. 7.

2. Question No.8 is comfiif'tsdry. ' 
ry,t

3. Use of fnturestfacta,quliitile is permitted.

p*rdfing cost of Rs 360 p-lus'freight of Rs 390 per order. The
p,,,f inventory of raw matdffiilj'is Re 0.50/kg per month. In addition,
I finance on the investrii€fit of inventory of raw material is Rs 9/kg

iii) If il$;a6lnparly -proposes to qajioffalize placement of orders on quarterly basis, whatoh
of disebrihin the price of raw mat€T+als should be negotiBltqd? (10 Marks)

r." 'n*$

What is Working Capital Levgpa$? How it is catgulildd?
A customer wants to purehas6 a goods of Rs 20;089- d?r 4 mon

lll$.t
capital 18% s-Hdtild credit be granted.

The following,l$*is the data regarding two (
r ,,,rif di*.V (07 Marks)

$mpany X & YBqJitnging to the same risk class.

interest are ted as dividends.
holding l0o/o of shares inapproach an Company 'X' will

(10 Marks)his holdings to Company'Y'

(03 Marks)
of ordinary shares outstanding of
of Rs 25,00,000. If the Company

(07 Marks)
(10 Marks)
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a-

4a.
b.

c.

List out the assumptions ofNI approach.

Discuss the audit evaluation techniques.

The following data are available on

organization:

Find out A, B an
'A' item account

Group No. of item Monthlv ibrr$trmPtion Price item

I 4A 3hoo 90

il 20 itl,:,,,,,.-, "ttt270 100.:'**""''

ilI 100 ' 1700 5t
IV 200 ..il

::::Li*,, 
1500 4

v 60 **r,
":e 340 'in.. 50

VI 300i !r* 2500 r' I

VII ,as;# 2000 2

VM *3# 170 s00
A.r: i;i;i*r,*tiLo-

s bf consu
ofconsu

nption valuetd
nDtion value.'B' item accounts,*fotl06/o of consumption value'

'C' item accoug-ti:ffi50/o of consumption value.
il'

What is EOql.f+ i'*'t*h'-

Fromthd,,tb,llsning data calculate qhe MPBF, :-

t"
t:::::'. lq'

l(;'':::::::"''

""t'"'sli:"C!.::i' I,.

'+iL '" #;
i$ 9'i'

consumptibfi$ilttern of certain

2OMBAFM3O6

(03 Marks)
(07 Marks)

materials in an

(10 Marks)

(03 Marks)5a.
b. data calculate the F:

Current Assets'l:" Afirt Current Liabilitv Amt

Stock 330 Creditors.' ,":= t20
Receivables "--l' 150 Other,S[&''r 30

Other current assets 20 Baik owings 2sq.
,,iq&!i:iiBlih 500 4.0e-

Total core current as6,,aie Rs 200 lakhs. {o;,,,,1*.-' (07 Marks)

A Company belongsJo 6 risk class for whiiffiile ulptglrpgje-,capitalrzation rate is 10%. It

currentiy has outbtiniling 25000 strares;sfij'ing @ Rs 109-3acJr- The fr11 is contemplatingcurrently has outstanding 25000 rf,*.r;ffig @ il; 109=ffit'i't. tir- is contemplating

the declaratioo 6f.a'dlvidind of Rs 5lpq. @ the end of the ffint financial year. It expects to

il;; ; ;.t ilrrffi of Rs 2,50,Q0q; aHA has a propoqal for making new investment of

Rs 5,00,900* Sirow under MN{ aisumptions, the pgVment of dividend does not affect the
Ou S-ilo* under fvf$_3isumptions, the payment of dividend does not affect the

value @qik fnm? Gl. Te i (ro Marks)

*u'jv ,,-* W (03 Marks)6 a. What aie ttre assumptions oflGordan's Model? '- 
;. t,Au*urfr Company i*ptqd-iir cash flowltp*ixhave in a random_marner] as assumed b.v th;b. *Avtllash ComPanl
.'..ry.[Willer Orr Model.

.:,,",,m-brovides the follo--

#ir wants you tffisifblish upper control limit and the retum point. It

information. TF..e annuat yie ld. on .-Tt?Pl. ::*ti i.: r:,r?'/:,: :I:il' Ft*.i .ort of eff5@rg-a marketable qeCilrities transaction is Rs 1500. The standard deviation

of the charge"r{q'dai1y cash ns,6.SH#The management of Avinash would like to maintain a

(07 Marks)minimu hnce of Rs lrcPilO.
ABC Coffiation is considerinE extending its audit period from 35 to 50 days. The

corporation expected sq,lei,,g;o increase from Rs 15 lakhs to Rs 20 lakhs and the average

colLction period incr@.;;from 30 to 45 days. The bad debt loss ratio and collection cost

ratio are expected to'tddain @ s% and 8% respectively. The Corporation's contributionratio are expected to'tdfuin @ s% and 8% respectively. The Corporation's contribution

margin ratio is )9o/o.*Calcglate the increase in net profit, with the assumptions of 400lo tax

rate and 15% co$,hf capital. (10 Marks)

'J..,"+*"':'

7 a. What is Factprirft? (03 Marks)

b. Explainthe flifferent sources of working capital. (07 Marks)
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c. The follow ins results are expected bv ABC Ltd., by quartSis next year (Rs '
Particulars Qr '[ 0rlp' Qr Oa

Sales 7500' 'T0500 18000 10s00

Cash oavments production costs 7000' mIO000 8000 8s00

Selline and admin. Costs
':JdOd$

2000 2900 1600

Purchase of Fixed assets rc0 I 100 2100 ,e100

ii q tne end of the quarter,is-'Tla

Rs 3000. Cash on hand @ Ut
if sales for the quartoffiT'ffie {

inning of the year is Rs 650

2OMBAFM3O6

;'000').

Opening balance
) and the desired

minimum balance is Rs 500. Borroffigfi are made @the beginnips of quarters in which the

need will occur in multiplies of Rd t'i),bOO and are repaid @,$g,end of the quarters. Interest

The debtor
debtors is R

..::r*f;i:::'.:i&'

1.,,8:;:1,11, ''

#:

i) A cash budget quart year '''''',1

(10 Marks)

Kiran automobi
is as follows :

the caoit n ra#?-for entire firm is l25%' Assume

that the nei operating income approaoh io capital structure is applicable-

;. w1*i" % maiket value ofa.Effirtne firm? what iqthd total market value 
_of 

the firm?

that itq Ke rate does not
pffiiuEture? ,,"

Can bOITOW mtglIns O{#f*4nlKCt ValugI DU Lllill rlr rre rctlv svwD uv! v^vvve rv

d. Do Kiran automobiles.fraVe optimal capip$s;rubture? '\,. (20 Marks)

{! ::::::

'r'q]

.1" ::

b. What is the market value 9f the equity of the firm%Wf{& is the equitY italization rate?

c. If other things remain th,#-€gme tlen, what isathe mhxilum amou gldt that the firm

^^- L^*^,,, ia lomc ^f?:oiuL.+ *rqhre? Sn fhat lts t{e rate does not exCded 16%.

-,; :::w-

:::::#:+=:

$i. '"{f"

;::... 
r:::::i:rlrt

f:,1,?s",

ar::::'
,d

.r[iii+ltr!]!:i

G::$ui;:

,d,...':
'=::W:r::/

r*p= o

***r**

:: l{ .,

,- ls-

::::*lir' ::::

. .$:
,1$i , j'

.llfu.r 
.,!

I "fl

t of sales


