Q.P. Code - 53606

Sixth Semester B.Com. Degree Examination,
September 2020

(CBCS Scheme)
Commerce
ADVANCED FINANCIAL MANAGEMENT

Time : 3 Hours] [Max. Marks : 90

Instructions te Candidates : Answers should be written completely either in English or
in Kannada.

SECTION - A/&%»ri - &
Answer any TEN of the following sub-questions. Each sub-question carries
2 marks. (10 x 2 = 20)
BUNE adnS)meros B eva-3N9N ev3th. I3 eua-JgN 2 vosnie):

1. (a) Whatis Cost of Capital? Sree Siddagans? College of Arts

womsnpYd St aoudes)? Science & Conunerce 1or women
LIBRARY, TUMKUR.

(b) State any two assumptions of Net Income approach.
-E‘-‘;‘L.d [LlrTebb] AR030 S06) BDFOPAYRY 395,

(¢) MName any two relevance theories of Dividend?
27908 AGFOAFALIT 0 B33 Amaosrida) SHon

(d) What is Working Capital?
moastal wonaey ootidem)?

(e} What do you mean by depository system?
esied &35 ootider?

() What is operating cycle?
saoimEEos we, sondemy?

(g) Write any two assumptions of MM Hypothesis.
MMOZ0 2080360 ainEmacn atn) dogeFnyE) wiod,

(h) What is sensitivity analysis?
Aodedin 2Bt aondery?



Q.P. Code - 53606

(i}  Give the meaning of retained earnings. SE =
ST NeE aoddess?

()  What is meant by capital structure?
wodTY Sud sonder? |

(k) What is re-materialization?
SO0-FRE0H dordery?

()  Define standard deviation. '
BRI Jen 3,87, D2

SECTION - B /& - &
Answer any FIVE of the following questions. Each question carries 5 marks :
(5 x 5 = 25)

S9NT alnmetide B B3nen eugoy, =8 I8 5 wosrieh ;
e LT L W |
=X EREree
2.  Briefly explain any five facilities oﬂé;cd by depository system.

Bexed F=aod ders odnagmends oy :Em%r‘iﬁ!m.l sodTTon 2304

3.  Briefly explain the Walter's and Gordon’s share price valuation formula. '
SO 303y lerBrafosd decoriy smdoeed wesad S0 Insdd Aegan) dx08.

4. ABC Co. is planning to issue 14% preference shares, face value of Rs. 100 each,
Flotation cost is estimated to be at 4% Compute cost of preference shares if they | §
are issued at

(a} Face value
(b} 10% premium
(e) 5% discount | =

ABC 803Rob3th de. 148 de. 100 30 deabh uTE Secbrivsy de 40 Fpedednt
S0 23050 aleted Beobs B SUnT ROBPETIVAN Sechne tidladin Homy &80,

(a) o e '

(b) Be 108 eaiy

(€) Be 50 Boimosrd

(5]
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Evaluate the WACC and market value of equity and cost of equity capital from
the following data :

Net income - Rs. 2,00,000, Overall capitalization rate - 18%, Debt capital at
Rs. 6,00,000 at 8%.

g &orl ﬁmk%dti)_:i Snbdodon WACC o) mﬁm{% gedond Snoogid 5, e sarie wodmeYd
dﬁjdﬁﬁnﬁ} SofooB,

EJ;{E@ amody de. 2,000,000 wormdescn gdd 18% S8 oW woE=e d.a. 6,00,000 ge.
& uod.

Show the relationship of dividend policy and the value of share according to
Gordon’s model.

rleegra’ddd 3108 S5d enwsos Jed SHd) dedond Ydab 3&1%#;%& aehie aoond
nEaalibod S50

A B C Sree Sincuagan:. - o
b:t, e agana: College of Avts
T ma oD e o vhee & Convica for wOmen
Sl L LIDRARY, TUMUuaR,

E=Rs.8 E=Rs 8 E=Rs 8

When retention ratio is 40% and 60%.

Pl ufbzesd ge 40 33 de. 60.

Calculate the conversion period of

(a) Raw material

(b} Werlking in progress

{c} Finished goods from the following information

1 Period covered — 365 days

2 Raw material consumption - Ks. 4,800
3. Total production cost - Rs. 12,000

4 Total cost of sales - Rs. 14,000

Value of average stock maintained :
Raw materials - Rs. 360

Work in progress — Rs, 390
Finished goods - Rs. 320
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g 39S HSTNor BOSIERoD LBHOLRY, FoEd LW :
(a) ®wa3W)

(b) FridebOdss fes

(c) 263BAE S

230 Sookarivh

) I w¥teoRotld v - 365 DeEnsh
2 E%ﬂ@ﬁﬂ &8 - 0R. 4,800

3. wh) eusEme S - da. 12,000
4.

wbdy S0Pk 3 - T, 14,000
ROWRD BoriE drBeEod B :

g5 SRyrieh - 0. 360

Zridabdcys dus - de. 390

AEBBUG FRyried - 0. 320

8. From the following data of Project X find out standard deviation :
X odpezded @ $UNT 2S0MYon SRPeld TS, Som) LBOWD :

Visitsinesn TP 2 3 4 5

Saendd

Cash inflow (Rs.): 5,000 7,000 9,000 11,000 13,000
Bed B0 (G8.) |

Probability : 020 0.10 020 030 020
Boy3deanrd :

SECTION — C/&ri - &

Answer any THREE of the following questions. Each question carries 15 marks :
(3 x 15 = 45)
SUNT odnmeride Suedh 8o eugdi. £3 581 15 wosrish:

9. You are required to calculate :
(a) EMV (Expected Monetary Value)
(b) Total Present Value of the project assuming 10% cost of capital-

Year =1 Year -2 Year - 3 Discounting
factor at 10%
Possible Cash Probahility Cash Probability Cash  Probability
situation inflow inflow inflow
Esa. Rs. Rs,
1 3,000 0.20 3,000 0.40 3,000 0.25 0.909
2 6.000 0.60 6,000 0.50 6,000 0.35 0.826
3 8,000 0.20 8,000 0.10 8,000 0.40 0,751
4
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g Sehpnvas, 0B &Hhacd
(a) EMV (Qbeis dgead 359e))
(b) e 100 wodmY daif@aiﬂmahb s 330,

138 S2F Zide Jalr ke SmF Bodmoad
e e 10
so=deol LA ﬁoﬁ;ﬂf&iﬂ &Hiad a‘c?.ﬁdﬁrmh‘! &m0 -ﬁﬂfﬂ:ﬂ:ﬁfuiﬂ
@043 o B0 ®=bah
1 3,000 .20 2,000 .40 3,000 D25 0,909
2 6,000 0.60 &,000 0.50 6,000 0.35 0,826
3 3,000 0.20 8,000 .10 8,000 .40 0.751

XYZ company ecxpected annual net operating income is Rs. 2,00,000, whose
equity capitalization rate '« 129%. Caleulate the value of the firm and overall
capitalization rate under NI approach.

(a) Currently the company has a dept capital of Rs. 6,00,000 at 8%

(b} The company increases debt capital to Rs. 8,00,000

(¢) The company rechices the debt capital to Rs. 4,00,000

XYZ @dozmdoln 04 2,00,000n¢ /S sainruddol suRolEEy DoegRT

poGeYesonG ©ow) B 12 amen o Bdha aTcngod ﬁoﬁ@ci}. 3¢, =082 24530

woddeson doSu) A8y umaed AHPIEE Ford o B0008. ; T ar s
£ o Sindanangs " Hage oF

(a) SRd meon wodme 8a. 6,00,000 de. 8 dod ;L‘_‘H;_ - Commarce fer women

(b) dosidod men wodmds), 0e. 8.00,0008, E LAY, TUMKUR.

(c) BosNod WO LoBEIYSE, A 4,00,0008, s@sriedamen

The following information available in respect of a firm :
Capitalization rate (K) - 0.20

Earnings per share (EPS) - Rs. 10

Rate of return on investment (r) - (a) 0.30, (b) 0.20, () 0.10.

Show the effect of dividend policy on market value of share applying Walter's
formula when dividend pay out ratio is (i) 20%, (i) 40%, (1) 60%, (iv) B0%.

woR) Hofod HI0rieh 8 gein@osd

nodmedesdng 5d (K) - 0.20

3,3 B¢0w ridd (EPS) - 0o 10

= pBgod e wEeoba ©o (r) - (a) 0.30, {b) 0.20, (¢} 0.10.

ST 2A3E FF0 Sedonid Smcoges, Yo s entgod Dedad ZomaSIne, UeLe0s
Aeagol Fosrde, SN, (i) 20%, (i) 40%, (iii) 60%; () 80%.

13606

sh or

rries

20)
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12. A proforma cost sheet of a company provides the following particulars :
Raw materials — 50%, Direct labour — 10%, Overhead — 20%.
The following further particulars are available :
(a) It is proposed to maintain a level of activity of 4.00,000 units.
(b) Selling price is Rs. 20 per unit.

fc) Raw materials are expected to be in the stores for an average period of
2 months.

(d) Materials will be in process, on average of one and half month.

(e} Finished goods are required to be in stock for an average of 1 month,
(i Credit allowed to debtors in 2 months.

{g) Credit allowed by suppliers is 1 month.

{h) Cash in hand Rs. 2,00,000.

You may assume that sales and production follow a consistent pattern and you
are required to calculate working capital requirement on 4.00,000 units of
production.

gosRab Sur @dodn S BUNY oNYE) LEM. Sin IR Be. 50, Sed TAFE B3,
o3¢ 10, Baeesss — e 20,

PUEYS oo
(a) Tanens BLLDEERY ok 4,00,000 oL,
(b) Seoekd §Y Ce. 20 B2 oA
(c) e, BRI 30530 JEoH BSH 2 Sorisd,
(d) S2d Boesd g oh 83 1% Sorid,
(e) 2 RRorie Hoedd wemasd 1 Sorieh.
() omodt sdiabizest eld 2 doneh.
(@) @pdimot esimad osh 1 Soried.
(h)  &obés Srivo da. 2,00,000.

whiy, BP0 3 T 40 IREBALANIY. DeOY JIcHYd BIFY oBDOD
wotmaYan) 4,00,000 abRAEFT ousIFEB0bR), B0 BRECHO.

-
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13. ABC company supplied the following information to you and requested to
compute cost of capital based on book values as well as market values and

WACC.
Source of Finance Book Value Market Value After tax cost (%)
Rs. Rs.

Equity capital 20,00,000  30,00,000 12

Long-term debt 16,00,000  15.00,000 7

Shert-term debt _ 4,00,000  4,00,000 4
Total 40,00,000  49,00,000

ABC Sozidohn Setphs o SUNS 230rves Sied e ws; Sroigeioh SPeTwy
WACC ugeoa oee wodand Supa som HBosD.
BEGAT 2000 HFO0 3P, SncEb IR I0N Sosn 3 (Be)

ds. da.

dech woBz™Y  20,00,000 30,00,000 12

BEFSd ™o 16,00,000 15,00,000 7

BERDD e 4,00,000 4,00,000 4
L), 40,00,000 49,00,000

< e e ("nﬂg.gg of Arts
— Siee Ei:ir*a-..a g2 4

Ceignue T Comi? :.ehl'mmen
h LAy, ¥ UiARUR.




