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What is Financial Engineering?
Write a short note on D€

A Firm has initial Invest
Derivatffi];: ,^*ff*+
estmenf,&ffisrlO0O00 and cash infl@i r

Yehr Sash Inflow PV factors @.l0%
w1@ 50000 _0:e0e

}F 40000 e##26
#3 30000 **o.751

4 10000 .s 0.683

in&rcial Management.
Ltd as on 31.3.2fui as follows :

2a.
b.
c.

3a.
b.

t::* r* d"

Va?iable cost per unitffiffi Re 1 *. )*
$fax rate * "m. 

*q 50o/n "t";*}v

;'*il;

** 
Tp

t --'---- ---- r-- ----- s#
qffiffiax rate ffi s *ry 50% *h;\,

ffiv 10% of debt caq..4.*1ffi Rs 600000*/-*d 
Calculate OperaffilEverage, Finanpidleverage and Combined leverage. (07 Marks)

c. Discuss the fact6'rs affecting wqlu@apital requirements. (10 Marks)
'h ftinia.nar W " (03 Marks)

"" ""T {

4 a. What is Ifitt1$fr dividend?
b. Prepare all Estimate of w,o.rkffig capital requirement from the following data of a trading

concern : ,*,=ts,+
D Projected annual sales - 80,000 units.
ii) Selling price - Rg 8"per unit.
iir) Percentage^ -----^--o-;1q
iv) Average pffiperiod. allowed to debtors - 10 weeks.

4,egv) Average'effiit period allowed by suppliers - 8 weeks.

vi) Averagqstock holding in terms of sales requirement -
vii) Allffi 20o/o for contingencies.

ry rof2

Equity capital 100 -lald{equity shares ot$ffi9'each

(07 Marks)
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c. Discuss various factors affecting the Dividend Policy of an O$atrisation' (10 Marks)

,.'q+,,,)fl

a. What is an Operating Cycle? - .,.g '*-- 
(03 Marks)

b. An Industry is considering investing in a projegt ruWfff Ub.t R.t^12,90^*00' The cash flows

are Rs Z,4O,0OO, Rs 2,80,000 , Rs 3,6O,ObO , nt 4",ffi*000 and Rs 5,00,000' Calculate Pay

back period \}'-. 
(07 Marks)

c. Briefly enumerate various long term sources ffi &t"L (10 Marks)

a. What is Behavioral Finance? #=dff* (03 Marks)

b. Calculate the tuture value of annuity ogffiOO deposited at the ffifTtu"f' year @ 60/o for

a period of 5 years. - W- *'p (07 Marks)

c. Suppose a firm borrows 10,00,000-fiffi.qp]ntergst late 9f 
15% gnd the loan is to be repaid in 5

.qout installmerit"s-p"v.ei.'"iG%oA$or each of next 5 vgaryiSt ow the t* 'iilt#ilfrl
schedule for the above ta:f$Y-' * .,

a. Sanvi Ltd had taken a n-ed ni6a hnd for an annua\rent of Rs 1200' Find out the present

value of fre. frofa fana "ffii$ Ts enjoyable in perpe$riiqy*if tne interest rate is 8o/o p'a'

r,,,rys,xo q...,, {.-:gs*rn 
(03 Marks)

b. ABC Ltd issues f Z*W&Intures of Rs U,OO,g0gYffie tax rate applicable is 50%' Compute

*fl iD at tTo/opreq[urnr 
. 
iii) 

-at 
10% dis.c9r1nt,, ^ 111 Y::i?

ifr. tfi"*o,i-3ff iofo#utio,, of u ,nffimcturing Company obtained from the books.

Compute th.qopdting cYcle in daYs mount of working capital required.

Period csder& 365 daYs.

A;;;-4X"W "i.*,iii 
.llo*.d hx.r&itorr 20 duyr. 

- 

(10 Marks)

tr

of credit allowed hv cr€ditors 20

-Sffitfuulars '%. Rs

everaee tdsstl€btors outstanding;lq ' 50.000

Raw mfuaiH consumPtiq4-M$ 4,50,000

totaiffiduction cost 'tu# 10.00.000-

Tffiiof sales *bry 12,00,00ff

Sht# Llq . 20.00.0@

Fatue of average stofugdntained :

Raw materials stqck l
d* hL i!

Work in progrgs& $.d&d
l,mrshec gooc$" '

dffiElj

6-ffis,ooo-".-",40,000

' 25,000

cost of capita to be 0%).

Year I 2 3 4 5

PVIF 0.909 0.826 0.751 0.683 0.621

*****
2 of2fl -\sfs
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Compulso# q "P t" *,

- 

-*a

rvra$hlur Dhingra ir-&qn{ring the ca;h fl6w for a project involving replacement,of u1ditermining the cash flow for a project involvurg replacement ot an

Uoe:tfn. o"ld machine bouglrt a few years ago has a book value of
SiO to realizeffi,,frst tax salvage value of Rs 300000. It has a

after which its n#salvage value is expected to be Rs 160000. It is
at arateop45fl under the written down value method. The working

;;ptAffi;;;Wh#rffi. ;d macniqffi&ns 400000. rhe new m3chrle costs 16,00t00_0...1 
,^,1;6;.d il tt#dffi net salvage o'ffifs,oo,o9o. {}:l s yearl,Ilr3n i1,wi}l *-": ]".1i:1,::;ffiil ril-&fl';.i;ti* .# upptTtabte to it is ?so/, ql1 wDV methg$, rhe ne11,1*,rE

,upitut required for the new#t:*gliine is Rs 5,00,000. Installation charges of the new machine is

ns tOO,Otio. The ,.* tqu-ffiffi is expected to bring a savings of Rs 3,00,000 annually in

manufacturing costs (otheffin depreciation). The taxrate applicable to the firmis 40Yo.

As a Financial Advison'of the cbmpany, you should suggest whether the old machine be

replaced by the new.machine. (4ssuming cost qf capitalto be 10%). (20 Marks)

.^;:**-d.m


