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Fourth Semester l!l-Com. Degree (Regular/Suppiementary/
lmprovement) Examination, March 2016

(2013 and Ea.lier Admn.)
Paper - 16 | FINANCIAL MANAGEMENT

Tim€ 3 Hours Max. l\4arks: a0

SECT]ON A

Answer any 5 qrestions. Each carrles 8 marks :

1. Delineiinance tunction and state ihe object ves otJinance iuncl on

2. Expiain lhe ieatu res ol a qood financia ptan

3 Your company s share s quoied in ttre market at ns. 2Ot cuirenlly. The company
pays a dividend ol Fs. 1/ per share and the rnveslor expecrs a grollrh rate of 5%
peryear. compute:

a) The company s cost ol equity cap tat.

b) ll the anl cipated groMh rare is 6% p.a. catcutale ltre indtcated market prtce

c) lllhe companys cost ol capitalts 8o; and lhe anricipaled groMh rate s
5% p.a Calculate the ind caied markei price it the divrdend oi Rs. I pershare
sio be mainlained.

4 ABld rs onrdA inq pusF nq up ts-de.bye^telorng.redtracrrerrorhp
fol ow nq careqor es ol customer.

a) Custorner with a 1 5% risk of non payment and

b) Cuslomerwllh a 25% risk of non,payrneni

The incremental sates expecled in rhe case ot category (a)are Fs. S0,OOO/-
,rhi( h rs 'qe cds" or .Jego1{br Fs 60 000
The cosl oiproduciion and seliing coslare 50% otsates whieiheco eclion cosl
arnouni to 7olo ol sales is the case ot category (a) and 12% sate tn the case ot
caleg0ry (b).

You are required to advice the tim aboul extending crediiiacitit eslo each ot
ihe above calegories ofcusiomers.

P.T.O.



5.

6

ExpLain lhe operailng cycie ol a trad ng concern and rnanulacluring conce.n

Whal are the difler€nl iorms ol srable divdend policy ? Slale the mer t and
demerirs ol slable d vidend policy

What are the dangerc ol excessive working capila ?

Expla n lhe req uisiies oi opi mal cap lal siruclures.

SECTION B

Answeranylwo quesllons, each carries 20 marks:

9 You are a responslble ofticer n lhe finance 
'leparlrnenl 

oi a com pany The dala
q ven below are estirnales re ating to the year ending 3151March 201l.
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6) Saes
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(5x8=40)

l) Opening balances:

2) Estimated closing balance:

3) Raw mater al purchased

4) l\ranufacluring expenses

410

100

450

600

450

450

124

500

. 74Q

' 42a

1,600

1,100

5) Selling Admin slral on and financing cost 480

4 000

Yourare requned io compule cash worklng capilalofthecompany underoperal ng
cyce melhod Assume360days inlhe year
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10. Kaft,y Ltd. has lhe lollowing capital slruciure on Dec. 3l sr 2012.

Eq uily share capiial (60,000 shares ol 10 each) 6,00,000

12% PreJerence share 6,00,000

1o%Debenlures 3.00.000

Totalcapital 15,00,000

The equdy sharcs ol the company al quoled al l 1 02 and the company is expected
to declare a dividend ol I 9/- per share lor lhe next year. The company has
regisrered a dividend groMh rale of 5ol. which is expecred lo be mainlained.
Assumingthelax raie applicab e lo lhe company al50%. Calculalethe weighled
average cosl ol capiral.

1 1 . Explain the faclor inl lencing the capilal slructure ol a company.

12. Whal is l',lodiglianl-Milleis lnelevance hypolhesis ? Critically evaluate ils
assumptions. (2x20=a0)


