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B.B.A. (CBCS) DEGREE EXAMINATION,
NOVEMEER 2022.

Fifth Semester
Business Administration - Core
FINANCIAL MANAGEMENT
(For those who joined in July 2020 onwards)
Time : Three hours | Maximum : 75 marks

PART A — (10 x 1 =10 marks)

Answer ALL questions.

(Choose the correct answer .

1.  Basic objective of financial Management is
(a) Maximisation of profits
(b) Maximisation of shareholders wealth

(¢) Ensuring financial discipline in the
organization

(d) None of these
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i 7l i nney, 1 :
In time wvalue of money. nominal eate

{n} Nt shown an fameline

bt Multiplwed on fimeline

(0] Showsn om tome e

i@ hvdend on timeline

Thé ——— 16 the minimum required rate of

setudrn e will maintam the value of 5 firm's
cguity eheree.

in1 Capital ftructure (b)) Cost of capital

it} Laverage idl Eguity share

Owerall corl of capital ean be denoted as

(n) Weighted Average Cast of Capital

b Composiie Codl of Capiial

! Eoth {a) and (&)

(@l Cost of equity

Deprecistion 38 tocluded in costs in case of

i8] Pav-hack method

(b} Aseounizng rate of return method
el Net Present valos method

dl Profitability Index method
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While evalunting eapital investment p el
the time value of money is conaidered in came of

ta¥ Discaunted cash Aow mothod

thy Mon-diseountod sasl Mow method
(e} Mek Present value method

id} TRR methad

Aceording to the

medel, the dividand
decigion is irrelevant.
{a) MM h) Walter
{z) Gorden dy XY

[n retention growth medel, payout fatio is
subtrncted from one o caleulate —————.

{a) Present value ratio {b) Future value ratio

(o) Retenbion ralio {d) Growtih ratio

The rate of return on invesiment
with the shortage of working capital,
{u} Falla (b} Constant

(e} Going () Change
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11,

2.

Hecoivables managemaenl deals with

() Receipie of row materiala
ik Crediteve manngement.
ey Debiore collection

dd Inventory managemont
PARTE — h=xb=25 mﬂ-pk,g]

Answer ALL questions, choosing either (a) or (b).
Each answer should not exceed 250 words.

(8) Examine the [Nature of Financial
Management.

Cir
(b} Explain the Time value of Money.

(a) A Company dssues Bs. 1000000 1044
redecmable debentures nt & dizscount of B%.
The eoste of floption amount to Ra 50,000,
The debentures are redesmable aftor & yenrs,
Caleulate before tax and after tax cost of debt
assuming & tax rate of G0%.

Or

(b} A company has earnings before intoreat and
taxes of fs, 1,000,000, It expects a return on its
investment at a rate of 12.5% You are
required to find out the total valus of the firm
according to the MM theory.
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13, (a)

HEY]

The are two projects X and ¥, Each project
requires on investment of Ba, 20,000, You are
required to rank these projects aceording to
the pay-back pericd from the following :

Yoars Project ¥ Project ¥
1 1,000 2,000
2 2,040 4,004
3 4,000 6,000
4 & 000 8,000
5 800D -

Or

A project  requires  an  investment of
Rs. 500,000 and has a scrap value of
Re. 20,000 after five years. It is expected to
yield profits after depreciation and taxes
during the five years amounling te Re, 40,000,
Rs, 60,000, Re 70,000, Re 50,000 and
Rs, 20,000, Caleulate the ARR on  the
investmont.
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14.

15.

{a) Discuss Walter madel of sharve valunlion
vig-fi-vig dividend policy.

r

() The earmings por share of Mada)l Lid spee
Rz 156 and the rate of capitalization applicablo
to the company iz 12%. The productivity of
earnings B 15 12%, Compute the market value
of the company’e shave if the payout is

il 20% and
1) &0%,
{a) Explain the different types of working capital,

Or

() From the following particulars caleulate the
economic order quantity (EOG) :

Annual ussge — 4,000 units

Coet of material per unit— Re 20

Coet of placing and

receiving one order —  Ea. 4

Annual Carrying cost of

OmE unit -  10% of inventary

VI!LI.I

Page 8 CodeNo.: 11T E

PARTC — (= &=40 ks

Answer ALL questions, chonaing cither {a) or (b}
Each answer should not excesd E00 words.

16. {n) Describe the objectives of  financial
management in detail.

Cir
(b} Discuss about the concept of Time walus af
Maomey.

17, {a) A firm has the follvwing capital siructure and
afber tax costs for the different sources  of

funds used ;

Bources Amount  Proportion After tax cost
Dabt Ra 1600000  28% 5%
Proforence capital Be, 12,00,000  20% e
Equity eapital  Es. 18,00,000  30% 12%
Betained earpings s, 15,000,000  25% 11%

Gy, 00, Dok L0

You are reguired to compute the Weighted
Average Cost of Capital.

Or
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18,

(b}

(@)

A company expests a net income of Re. B0.000,
1t has Rs. 2.00.000 in 8% debentures. The cost
of equity capital or capitalization rate is 10%.
Caleulats the total walue of the frm and
overall capitalization according to the Mot
Ineome Approach.

A company has an inwvestment opportunity
costing Re. 40,000 with the following expectad

net cash  flow after taxes and before
depreciation.
Year Met Cazh
flow Ha.
1 7,000
2 T.000
3 7,000
4 T.000
B 7,00
& 8000
7| 10,000
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158.

ih)
)

Vs Met Cagh
Ao Ha.

& 15,000

! 10,000
10 4,000

Using 10% as the coat of capital determine the
follawing Met Present walus at 10% discount
factor.

Or

Explain the importance of Capital Budgeting.

The sarnings per share of company are Kz, 8
and the rato of capitakization applicable to the
company is 10%, The company has before it
an option of adopting 8 payout ratio of 26%.
Thang walter model formula of dividend
payout, compute the market value of the

. eompany share if the productivity of retained

eRrnings is
i)y 15%
{ity 10% and
(Eid) 5%,

Or

{b) Discuse the different types of dividend policy.
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{n) Briefly explain the Determinanta of Working
Capital.

Or

() Write an essay about the various technigques
in inventory management.
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