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Second Semester MBA Degree Examination, June/July 2023
Financial Management
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Time: 3 hrs. .'1,-:.'-..:: , =,,\da*. Marks:100
'tu',,, 
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35%. Determine Pre and Post tax debenture cost if it is issued at:

Note: l. Answer any FOURfull iiestionsfrom Q.No.1 to Q.No.7.
2. Question No. I is,,compulsor7t.
3. (lse of Comporynd nfud PV table is permittbd.

,::i::::::, ,,,,,t,,

I a. What is bahavioral finance? (03 Marks)
b. Write a short note on deriVatiVes market. (07 Marks)
c. Suppose a firm borrorvs R;.1,00,000 at an interest r.*'Je of l5o/o and the loan is payable in

5 equal installment p.f,j$We"a of each of next 5 yearS; (10 Marks)

2 a. State any three differehces between Money lvfirf,ket and Capital Market. (03 Marks)
b. R and Co. has 5% irredeemable debentures of Rs.100 each for Rs.10,00,000. Tax rate is
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Determining thg,Wsighted average cost of capital using:
(i) Book Vatie,.Weights '

(ii) Market Valoe Weights

(,om {JI] e amoun rs an(r spgsrxu uosl

Tvoe of ciaoital Book value 'nMarket value Soecific cost (%)

Preference
Equity
Retained earninss

4,00,000,rr
1,00r0..Q,,,.

6,;00j0O0

2;001000

3,80,000
1,10,000
12,00,000

5

8

15

13

l$3,00,000 16,90,000
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a. What is a Bonus Share? , (03 Marks)

b. What are the various factors affecting Dividend Dq"cisions? Briefly explain. (07 Marks)

c. The following information is available in respecfof,ttpioduct:
Units sold - 1,80,000
Units sales prices - Rs.5
Fixed cost - Rs.2,40,000
Variable cost per unit Re.f i.l,.;,,, "i
Tax rate 50%o.

10% debt capital of Rs.6,00,000
Calculate operating leverage, fi 4ancial''leverage and combined leverage.

.:'::,
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6a.
b.

c.

Define Gross Working,. Gajiital? Explain various faetors influencing working capital
requirement.fequffemenl.. :1,,,,',]:.::, ,' (U/ lvrarKs,

A company has a $,apii 'of Rs.2,00,000 dividedintdshares of Rs.l0 each. It has a major

,:,-:::::.,.,,,:::::, ,,

What is Optimal Capital Struatura?

(i) Issue of;,"10p00 shares ofRs.l0 each.
(ii) Issue4hfi,li0000 lz%preference shares Rs.(ii) Issu-etbf {0000 12% preference shar"es Rs.l0 each.
(iii) Issue of'f0oZ debentures of Rs,'tr,00'.000.

requi

expansion plan.rdgdring an investment of artother Rs.1,00,000. The management is
considering the ft{'g,Wing alternates for raising*he amount.considering the follo'
(i) Issue of;,!0p00

(10 Marks)

(03 Marks)

(07 Marks)

is Rs.60,000 p.a. You are

of financing on the EPS

(10 Marks)
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rial"will remain in nrdicess forprocess further

(03 Marks)
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packets ofsnack foods
year by 20oh over the

month before being issued for production.
I month. Suppliers grant 3 months credit to
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(iii)
(iv)
(v)
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for 1

the company. r,rrl*.*,;

Finished goods req#i#s"in godown for 1 month
Debtors are allowetf,eiedit for 2 months.
Average time,-laei in wages and overhead payments is 1 month and these expenses
accrue everyth,roughout the production cycle.
Fixed ovffiqld per unit includes depreciation of one rupee per unit in present working

2 of3

(i.e.60% level)

:

. EBIT continues to be.,fdmsame
o Assume tax liability..?,,$50%

(10 Marks)
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of Rs.2,00,000 each. The
turns atter tax lor are

Year Proiect A Proiect B

#

I
2

3

4
5

6

Rs.80,000
Rs.80,000
Rs.40,000
Rs.20,000

Rs.20,000
Rs.40,000
Rs.40,000
Rs.40;000
Rs.60,@
Rs.ffi0&

following criteria, deffiffi wh
(i) Payback period method;"%reS

(ii) Present value approach ifffi
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Present value s cost IS

Year 3 4 5qs *..6
Disfactor 0.90ff ws26 0.751 0.683 G@ 0.564


