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10. Using the information given below, compute the payback period under (a) Traditional payback

ik

12.

13.

method and (b) Discounted payback method and comment upon the result :

Rs.

Initial outlay ... 80,000
Estimatedlife ... 5 years
Profit after tax :

I year 6,000

II year .o 147000)

III year .. 24,000

IV year ce 1167000

V year Nil

Depreciation has been calculated under straight line method. The cost of capital may be taken at
20 % and PV of Re. 1 at 20 % p.a. is given below :

Year ... 1 2 3 4 5
PVF .. 0.83 0.69 0.58 0.48 0.40 s

Aravind Garments Company has earnings of Rs.5,00,000. The capital structure of the company
has debt and equity in which debt of Rs.8,00,000 is borrowed at 10%. The cost of equity capital is
currently 12 %. Calculate the value of the firm and overall cost of capital through net income
approach.

Discuss the controversy relating to relevance and irrelevance of dividends.
(2 x 10 = 20 marks)
Part C (Compulsory)
It carries 10 marks.

From the following data calculate the degree of operating leverage. Which of the two firms have

greater risk :

Particulars Firm X FirmZ
Sales ... 10,00,000 20,00,000
Variable costs ... 20 % ofsales 20 % of sales
Fixed costs 4,00,000 1,00,000

(1 x 10 = 10 marks)
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M.B.A. DEGREE EXAMINATION, JUNE 2019
Second Seméster
FINANCIAL MANAGEMENT
(2015 and 2016 Admissions)
[Supplementary]
: Three Hours . Maximum : 60 Marks
Part A

Answer all questions.
Each question carries 12 marks.

Discuss in detail, the functions of Financial Management.
Or

Discuss the relevance of time value of money in financial decision-making.

Explain the impact of various combinations of operating and financial leverage ? Which combination
is considered to be an ideal situation for a company ?

Or
Explain the Modigliani-Miller hypothesis :
(a) When there are no corporate taxes.
(b) When there are corporate taxes.
Explaiﬁ the assumptions and implications of Gordon’s dividend model.
Or
What is meant by right issue of shares ? Explain its features and advantages.

Discuss the different approaches to working capital management. What is the trade off between
Ledging and Conservative approach ?
Or

Discuss the costs of receivables. How is the average age of receivables important in receivables
management.

(4 x 12 = 48 marks)

Turn over
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Part B (Compulsory) :
It carries 12 marks.

9. A project has a cash outlay of Rs. 6,00,000. It is expected to generate the following cash flows with
probabilities in a next 3 years :

CFAT Period 1 CFAT Period 2 CFAT Period 3

Probability Probability Probability
3,50,000 0.1 3,00,000 - 0.3 3,00,000 0.2
2,00,000 0.2 2,75,000 0.2 2,00,000 0.2
4,00,000 0.3 3,50,000 0.2 3,00,000 0.3
3,00,000 0.4 3,00,000 0.3 2,00,000 0.3

Firm’s cost of capital is 10 %. Risk free rate is 5 %. Determine the expected value of NPV and
standard deviation about the expected value.

({six 12:=:12 mgks)





image10.jpeg
G 9921 s (Pages : 2) 13 o (o R e

M.B.A. DEGREE (REGULAR) EXAMINATION, AUGUST 2013
Second Semester
FINANCIAL MANAGEMENT

(New Scheme — 2012 Admissions)

Time : Three Hours Maximum : 60 Marks

[ Part A
Answer all questions.
All questions carry equal marks.

A. What are the three important decisions that a Financial Manager has to take for maximiziag
the value of the shareholders? Discuss the objectives of Financial Management in the

modern day usage.

Or

2. How can time value of money held a Financial Manager to take decisions? Discuss the

relevance of time value of money in financial decision-making.

’t * /3 Discuss the concepts of OL, FL and CL. How are they measured? What is their significance
. in planning a firm?

Or
A. Critically examine the NI and NOI approach to capital structure decisions.

oy

What is the significance of dividends for a shareholder? Payment of dividend is an important
. decision for wealth maximization of shareholders. Comment on this statement.

Or

1

6. Explain briefly the factors which affect the dividend policy of a firm. Discuss the difference
between the bonus shares and stock splits.

/1. What are the important characteristics of current assets ? How do working capital
management policies affect a firm’s risk and profitability ?

Or

+'8. How do you evaluate a policy to find out whether it is useful for a firm. What are the
consequences of increasing and decreasing the credit period of a firm?

(4 x 12 = 48 marks)

Turn cver
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Part B >

9. A company is planning to purchase a machine which has the following cash flows :

Year 1 (CFAT)  Probability Year 2 (CFAT)  Probability
Y 9,00,000 0.5 9,00,000 05
15,00,000 0.5
18,00,000 0.6
13,00,000 05 15,00,000 0.4

The machine costs Rs. 12,00,000 with an estimated life of 2 years. The cost of capital of the ]
firm is 12%. Make your recommendation through the decision three method.

(1 x 12 = 12 marks)
~





image12.jpeg
G 1316 %/ (Pages : 2) Reg. NOucwuseressssssssssssssasaseses

M.B.A. DEGREE EXAMINATION, JUNE 2017
Second Semester
FINANCIAL MANAGEMENT

(2016 Adnnssmns—Regular, 2013 to 2015 Admissions—Supplementary and 2012
Admissions—Mercy Chance)

Time : Three Hours Maximum : 60 Marks
Part A

Answer all questions.
All questions carry equal marks. <

1. Discuss the role and functions of finance manager.
Or

2. "Risk and Return are aMays correlated" — Elucidate.

3. What is capital rationing ? Explain the selections process under capital rationing.
Or

4. Compare and contrast IRR and NPV techniques ? Which method will you recommend for evaluating
* investments ? Explain.

5. What is an indifferent point on the EBIT — EPS analysis? How would you ;:ompute it?
Or
6. What is MM approach ? Enlist and explain its assumptions.
7. Discuss the factors which are relevant for determining the payout ratios ?
: Oor
8. Mention the problems of excess or inadequate working capital.
(4 x 12 = 48 marks)

Turn over
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Part B (Compulsory)

9. Alpha Ltd has a share capital of Rs. 1, 00,000 divided into shares of Rs.10 each. The management
is considering the following alternatives for financing a capital expenditure of Rs.50, 000.

(i) Issue of 10% debentures.
(ii) Issue of 5,000, _lz%lpref‘erence shares of Rs 10 each.
(iii) Issue of 5,000 shares of Rs.10 each.
The earnings before interest and taxes (EBIT) are Rs.30, 000 p.a.

Calculate the effect of each of the alternatives on the earnings per share, assuming
(a) EBIT continues to be the same even after the capital expenditure.
(b) EBIT increases by Rs. 15,000.
(c) Tax liability of 40%.
(1 x 12 = 12 mawks)
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M.B.A. DEGREE EXAMINATION, JUNE 2018
Second Semester
FINANCIAL MANAGEMENT
(2017 Admissions—Regular) °

Time : Three Hours Maximum : 60 Marks
Part A

Answer any five questions.
Each question carries 6 marks.

-

. Explain the duties of Treasurer and the controller.

2. Define risk. Describe the types of risk.

@

. Explain the concept of time value of money.

4. A company issues Rs. 50,00,000 in five years debentures with a 9 % coupon rate through the
underwriter. It pays the underwriters Rs. 2,00,000 in addition to-2 % of the proceeds of the issues.

If the company’s tax rate is 50 %, find out the explicit cost of the debenture issue after taxes.

5. Differentiate between business risk and financing risk of a firm. How are they measured by

leverage ?
6. What is the significance of dividends for a shareholder ?
7. What is an operating cycle ? How is it important for the management of working capital ?

8. What is a float ? How can it be used for efficient cash management ?
(6 x 6 = 30 marks)
Part B

Answer any two questions.
Each question carries 10 marks.

9. Discuss the principles of financial management.

Turn over
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10. Pay-off Ltd. is producing activities mostly by manual labour and is considering to replace it by a
new machine. Prepare a statement of profitability showing the payback period from the following

information :
Machine A Machine B
Estimated life of Machine 4 Years 5 Years
5 Rs. Rs.
Cost of the machine 9,000 18,000
Estimated savings in scrap 500 800
Estimated savings in direct wages 6,000 8,000
Additional cost of maintenance 800 1,000
Additional cost of supervision 1,200 ; 1,800

Ignore Taxation

11. A company has an EBIT of Rs. 2,00,000 and overall cost of capital of 13 %. It has a debt.
of Rs. 5,00,000 borrowed @ 11 % (a) Find the value of firm using NOI approach (b) If debt is
increased to Rs. 6,00,000 what is the vales of the firm ? If decreased to 4,00,000. Caleulate the
value of the firm and the costs if equity in each of these cases.

12. Discuss the assumptions theory and limitations of Walter’s approach to dividend decisions.

(2 x 10 = 20 marks)
Part C

Compulsory Question.
13. From the following data calculate degree of operating leverage. Which firm is more risky X or Z ?

X z
Sales 50,00,000  60,00,000
Variable cost .. 40%ofsales 25%of sales
Fired cost . 800000  10,00,000

(1 x 10 = 10 marks)
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MBA DEGREE EXAMINATION, JANUARY 2021
Second Semester
Management science
Master of Business Administration
MB010201 - FINANCIAL MANAGEMENT
2019 Admission Onwards
135F51C8

Time: 3 Hours Maximum Marks: 60

Part A =

Answer any five questions. Each question carries 2 marks.

1. List out the areas of finance function.
2. How is WACC computed?

3. Write a note on Operating risk.

4. Define Venture Capital.

5.  What is arbitrage pricing?

6. Discuss the meaning of Leverage .

7. What is Disinvestment?
(5%2 = 10 Marks)
Part B

Answer any five questions. Each question carries 6 marks.

8. In what respect is the objective of wealth maximisation superior to the profit maximisation.

9. Define working capital management. Why is it important to study the management of
working capital as a separate area in financial management?

10. Retained Earnings does not involve any cost.Do you agree, Justify your answer.
11. Critically examine the reasons for time preference of money.

12. Can you demonstrate the relationship between EBIT and EPS with changing financial
plan for a hypothetical firm.

13. Explain the techniques for Inventory Management based on classification of inventories.

NEREREERE Page 112 Turn Over
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14. Write a note on Tobin's Q method.
(5%x6 = 30 Marks)
PartC
Answer any two questions. Each question carries 10 marks.

Question number 17 is compulsory .

15.  Why is the consideration of time important in Financial decision making? How can
time be adjusted.

16. British Airline is strapped for cash for investment projects and must decide which of four
projects it will fund. Below is the projects and information about them:
For Project 1:- Investment required is 800000/- NPV is 300000/- life of project is 7 years
and IRR is 18%.
For Project 2:- Investment required is 775000/- NPV is 310000/- life of project is 12
years and IRR is 16%.
For Project 3:- Investment required is 400000/- NPV is410500/- life of project is 7 years
and IRR is 20%.
For Project 4:- Investment required is 300000/- NPV is 50000/- life of project is 3 years
and IRR is 22%.

Compulsory Question

17. Machine X costs Rs. 2, 00,000 payable immediately. Machine Y costs Rs. 2, 20,000 half

payable immediately and half payable in one year's time. .
The cash receipts expected are as follows

Year Machine X Machine Y

1 30000 -

2 70000 70000

3 50000 70000

4 40000 90000

5 30000 -

At 8% opportunity cost, which machine should be selected on the basis of NPV?
(2x10 = 20 Marks)

NEERESEE Page 22
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M.B.A. DEGREE EXAMINATION, NOVEMBER 2020
Second Semester
FINANCIAL MANAGEMENT
(2016 Admissions—Supplementary/2015 Admissions—Mercy Chance)
Time : Three Hours Maximum : 60 Marks
Part A

Answer all questions.
Each question carries 12 marks. ~

1. Describe the three basic reasons for why profit Maximisation fails to be consistent with Wealth
Maximisation.

Or
2. Analyze the role of financial management in the changing scenario.

3. Explain various appraisal methods of Capital Budgeting Decisions.

Or
4. Consider the following proposed investments with the indicated cash inflows :
Investment Initial outlay in Rs. Year-end cash inflows in Rs.
Year 1 Year 2 Year 3
A 2,00,000 2,00,000 Nil Nil
B 2,00,000 1,00,000 1,00,000 1,00,000
C 2,00,000 20,000 1,00,000 3,00,000
D 2,00,000 2,00,000 20,000 20,000
E 2,00,000 1,40,000 60,000 1,00,000
F 2,00,000 1,60,000 1,60,000 80,000
Rank the investments deriving the NPV using a discount rate of 10 per cent, and state your views.
Note : Present value of Re. 1 due at the end of year :
Year 1 2 3
Rs. 0.909 0.826 0.751
Turn over
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5. A firm’s capital structure and pre-tax cost of specific sources of capital are as under :

Source Book value Market value Pre-tax cost
Equity share Rs. 4 lakhs 10 lakhs 18%
Preference share ~ Rs.6lakhs 8 lakhs 14%
Debentures Rs. 6 lakhs 7 laksh 12%
Rétained earnings Rs. 4 lakhs 5

book weight and market weight bases.

Or

F 1550

i Costof flotation of fresh equity is 10% and corporate tax rate is 40%. Find overall cost of capital on

-~

6. Pani Company has currently an ordinary share capital of Rs. 25 lakhs, consisting of 25,000 shares
of Rs. 100 each. The management is planning to raise another Rs. 20 lakhs to finance a major
programme or expansion through one of the four pessible financing plans. The coptions are:

(a) Entirely through ordinary shares.

(b) Rs. 10 lakhs through ordifxary shares and Rs. 10 lakhs through long-term borrowings at
8 per cent interest per annum.

(¢) Rs. 5 lakhs through ordinary shares and Rs. 15 lakhs through long-term borrowings at 9

per cent interest per annum.

Ad) . Rs. 10 lakhs through ordinary shares and Rs. 10 lakhs through preference shares with 5

per cent dividend.

7. The company’s expected Earnings Before Interest and Tax will be Rs. 8 lakhs. Assuming a corporate
tax rate of 50 per cent, determine the Earnings Per Share in each alternative, and comment on the
-implications of financial leverage. Brief the concept of Dividend Policy. What factors should be

considered while framing it ?

Or

8. X company earns Rs. 5 per share, is capitalised at a rate of 10% and has a rate of return on
investment at 18%. According to Walter’s formula, what should be the price per share at 25%

dividend pay out ratio ? Is this the optimum pay out ratio according to Walter ?

(4 x 12 = 48 marks)
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Part B

Compulsory.
It carries 12 marks.

9. Easy Limited specializes in the manufacture of a computer component. The component is currently
sold for Rs. 1,000 and its variable cost is Rs. 800. During the year ended December 31, 2019 the
company sold on an average 400 components per month.

At present, company grants one month’s credit to its customers. It is thinking of extending the
- same to two months on account of which the following are expected :

Increase in sales, 25 percent
Increase in stock, Rs. 2,00,000
Increase in Debtors, Rs. 1,00,000

You are required to advise the company on whether or not to extend credit terms if (2) All customers
avail of the extended credit period of two months ; and (b) Existing customers do not avail of the
credit terms but only the new customers avail of the same. Assume the entire increase in sales is
attributable to the new customers. The company expects a minimum return of 40 per cent on the
investments.

(1 x 12 = 12 marks)
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M.B.A. DEGREE EXAM[NATION, JUNE 2018

Second Semester
FINANCIAL MANAGEMENT

(2014 to 2016 Admissions—Supplementary)
Time : Three Hours : Maximum : 60 Marks
Part A

Answer all questions.
Each question carries 12 marks.

Explain the relationship between financial management and other functional areas.

o

Or -~

2. What are the distinct categories of investment decisions ? Discuss the basic factors on which
investment decision depend.

@

. “Cost of capital is essentially a time cost” — Elucidate.

Or
Define capital structure and distinguish financial structure from cabital structure.
Déﬁne NI approach and NOT approach. Discuss the assumptions of both.

Oor

6. “Financial leverage acts as a lever to magmfy the influence of fluctuations of operating income on
EPS” — Comment.

7. Define dividend policy. Explain the assumptions and implications of Gorden’s dividend model.

SR

Or
8. Write note on : =
(i) Tendon committee.
(i) Chore committee.
Part B
Compulsory.

o

The cost of capital and the rate of return on investment of J.K. Ltd are 10% and 15% respectively.
The company has one million equity shares of Rs. 10 each outstanding and earnings per share is
Rs. 5. Calculate the value of the firm in the following situations. Use Walter's model and comment
on the results.

(i) 100% retention.
(ii) 50% retention.
(iii) No retention.
: (5 x 12 = 60 marks)




image2.jpeg
=

G 5353 9 Reg. No

Time
I
2.

1

3 3.

(4

e

M.B.A. DEGREE EXAMINATION, JULY 2016
Second Semester
FINANCIAL MANAGEMENT
(2015 Admissions—Regular/2012 to 2014 Admissions—Supplementary)

: Three Hours Maximum : 60 Marks
- Part A

Answer all questions.
All questions carry equal marks.

Liquidity and profitability are competing goals for financial managers” . Elucidate.
Or
-~

What is present value concept in time value of money ? Explain the principles with the help of an
example.

Outline the financial management technique of capital investment in fixed assets.
- Or
Write a note on :

(i) Marginal cost of capital.

(i) Weighted average cost of capital. . :
Explain the different types of leverages? State their relative significance.

Or

“The total value of firm remains unchanged regardless of variation in its financing mix”. Discuss.

What is stable dividend policy ? Why should it be followed? What are the effects of changing a
stable dividend policy ?

Or
Discuss the new trends in financing of working capital by business.
(4 x 12 = 48 marks)

Part B
Compulsory.
.~ M. Ltd. ‘and S. Ltd. have provided you with the following information.
M. Ltd. S. Ltd.

Sales (in units) —---20:000" = 20,000

Price per unit e RaU60 Rs. 50

Variable cost per unit ... Rs. 20 Rs. 25

Fixed operating cost ... Rs. 4,00,000 Rs. 3,00,000

Fixed financing cost ... Rs. 1,00,000 Rs. 50,000

Which firm do you consider to be more risky and why ?
(12 marks)
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M.B.A. DEGREE EXAMINATION, JULY 2016
Second Semester

FINANCIAL MANAGEMENT

(2015 Admissions—Regular/2012 to 2014 Admissions—Supplementary)

Time : Three Hours

i

i

P

N o

o

- Part A

Answer all questions.
All questions carry equal marks.

Maximum : 60 Marks

Liquidity and profitability are competing goals for financial managers” . Elucidate.

Or

-~
What is present value concept in time value of money ? Explain the principles with the help of an

example.

Outline the financial management technique of capital investment in fixed assets.

Or
Write a note on :
(i) Marginal cost of capital.
(ii) Weighted average cost of capital.
Explain the different types of leverages? State their relative significance.
Or

“The total value of firm remains unchanged regardless of variation in its ﬁnahcing mix”. Discuss.
What is stable dividend policy ? Why should it be followed? What are the effects of changing a

stable dividend policy ?
Oor

Discuss the new trends in financing of working capital by business.

Part B
Compulsory.
M. Ltd. and S. Ltd. have provided you with the following information.
M. Ltd. S. Ltd.

Sales (in units) ... 20,000 20,000

Price per unit s Re8-60 Rs. 50

Variable cost per unit ... Rs. 20 Rs. 25

Fixed operating cost ... Rs. 4,00,000 Rs. 3,00,000

Fixed financing cost ... Rs. 1,00,000 Rs. 50,000

Which firm do you consider to be more risky and why ?

(4 x 12 = 48 marks)

(12 marks)
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M.B.A. DEGREE (REGULAR/SUPPLEMENTARY) EXAMINATION
: AUGUST 2014

Second Semester

FINANCIAL MANAGEMENT

(New Scheme—2012 Admission onwards)

Time : Three Hours : Maximum : 60 Marks

Part A
Answer all questions.
All questions carry equal marks.
What is the financial environment within which the financial manager has to function ? Digeuss
the Principles of Financial Manager:ent.
Or-
“Time value of money is an important principle of financial management”. Discuss.

Differentiate between business risk and financing risk of a firm. How are they measured by
leverage ?

Or

Discuss the assumptions theory and limitations of NI Approach.

Discuss the assumptions theory and limitations of Walter’s approach to dividend decisions.
Or

What are the main determinants of a dividend policy ? Why do firms follow a policy of stable
dividends ? :

. Discuss the factors which have a bearing on the requirements of working capital.

Or
What is a credit policy ? Discuss the objectives of a credit policy of a large firm.

(4 x 12 = 48 marks)
¢ : Part B
The following two proposals are being evaluated - suggest their viability. Which one of them
should be accepted ? The firm’s cost of capital is 12 % and risk free rate is 6 % :—

Year ProposalY CE  ProposalZ CE

0 2,50,000 1 2,50,000 1
1 1,50,000 0.8  1,00,000 0.9
2 1,50,000 0.7  1,50,000 0.8
3 1,50,000 0.6  2,00,000 0.7
(1 x 12 = 12 marks)
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M.B.A. DEGREE (REGULAR / SUPPLEMENTARY)
EXAMINATION, JUNE 2015

Second Semester
FINANCIAL MANAGEMENT
(New Scheme—2012 Admission onwards)
Time : Three Hours ; Maximum : 60 Marks
Part A

Answer all questions.
All questions carry equal marks.

1. Financial management is more than a procurement of funds. What do you think are the functions
of the financial manager ?

-~
> Or
5 . _2. Explain the concept of time value of money. State the reasons for time preference for money.
e }. Define operating and financial leverage. How can you measure the degree of operations and
ey financial leverage ? Illustrate with an example.

Or
% ; 5 /4. Discuss the Net income and Net operating income approaches to capital structure.
- 5. Whatare the essentials of Walter’s dividend model ? Explain its shortcomings.
Or
6. What is meant by stability of dividends ? Describe the three forms of stable dividends.
7. Discuss the factors which have a bearing on the requirements of working capital.
Oor

8. What are the costs and benefits of a credit policy ? How do you evaluate a policy to find out
5 whether it is useful a for a firm.
(4 x 12 = 48 marks)

Part B (Compulsory)
9. There are two proposals. The following details Pertain to them. Which one would you select ?

Cash flows (Rs.)
Proposal = *  Pessimistic Likely Optimistic
1 . 8,00,000 10,00,000 16,00,000

2 2,00,000 10,00;000 20,00,000
The cost of capital is 14% and cash flow annuity estimates are of ears. The cost of both the
Proposals is Rs.50,00,000. Calculate NPV.
(12 marks)
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M.B.A. DEGREE EXAMINATION, JUNE 2019
Second Semester
FINANCIAL MANAGEMENT

(2017 Admission onwards)

[Regular/Supplementary]
Time : Three Hours Maximum : 60 Marks
‘ Part A

Answer any five questions.
Each question carries 6 marks.

. Explain the new role of financial manager in the modern business environment. -

1

2. Explain the relationship between risk and return.
3. State the reasons for time preference for money.
4

Calculate the present value of the following cash flows assuming a discount rate of 8 % :

Year Cash flows in Rs.
a | 5,000
2 6,000
3 3,000
4 2,000
5 1,000

5. Why does a financial manager keep in mind the degree of financial leverage in evaluating various
financial plans ? When does FL become favourable ?

6. Explain the arbitrage process of MM model in support of irrelevance of dividends.
7. What is the importance of working capital management ? How should it be controlled ?
8. Write a note on composite leverage.
: (5 x 6 = 30 miarks)
Part B
Answer any two questions.
Each question carries 10 marks.
9,

Discuss the objectives of financial management in the modern day usage.

Turn over





