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VI Semester B.Com. Examination, April/VI ay 2018
(Scheme : MSSIRS)

(Freshers of May/June 2016 & onwards)
ACCOUNTING & FINANCE (Elective Group(A))

Advanced Financial Management (Paper-II)

Time : 3 Hours Max. Marks : 80
fnsfiuction: Answer all the purts.

oeB qDdded sDgo3.

PART. A

qrorl - o
Answer any 2 questions. Each question carries 20 marks. t2x20-401

oln$de addl dddripri erudO&o. d.A dddri 20 eroErlq;b.

QI) What do you mean by Dividend policy? Discuss the various determinants of
dividend policy of a firm.

enzpood &eB aoddeib? z,od> no{o$ enqrood CIeEab &eordd erodrlgd:n
z3?^3FRr0.

Q2) Jailtd. needs anewplant of { 40,00,000. Ityields an EBIT of { 6,20,000. To
maximise the EPS, the company has the following 3 financial plans:

Plan-A: Issue of equity shares of t 36,00,000 and raising debt of { 4,00,000

Plan-B: Issue of,equity shares of { 24,00,000 and raising debt of { I 6,00,000



2r76s
Plan-c : Issue of equity shares of t I 6,00,000 and raising debt ,t lf;tPrfThe face value of a share is t r00. The borrowings can be made at thefollowing interest rates :

Upto t 4,00,000 at gyo p.a.

Over { 4,00,000 to t 20,00,000 @ 12% p.a.

Over t 20,00,000 at l6yo p.a.

The tax rate is 3I%.n"t.rmirre the EpS of each plan.

Which plan do you want to sugges t? and,whv?

del Oo$tud d+ t40,00,000 o$ e,ocj: d.ro$ Bdd erildrod. "acb t6,20,000
"aa30c[^3 rigrDdd- 5is deod enqaod drQrnn dod&ri 3 deouoxi: ol6eegdrlpd:

oSoeagd 'a, : t36,00,000 ri qgt^3 decbrigdn ad)rldriop&, t4,00,000
xnc,:dd:n ddoJDd)$.

oSoeagd 'E' : t24,00,000 ri _egu: decbrlgdn ald:rJdriop*, t16,00,000 d
xoe,: ddobdcb.

a{ ao*{ 5q I :c-r.yocatd -&' : {16,00,000 zi "airg ded)dSd* Adddriop* t24,00,000d
noe.: ddcJlde$. 

s

qgr^r decbrl# $)$eiej ttoo .,nd. xoe.rrl$ ?reddd dr dsadoSd;

{4,oo,ooo d ddri E oehFd g% DA.

t4,00,000 d dodd t20,00,000 *n anaqrd l2z

{20,00,000 d doddd mrrd* dDchrd 16% aJe. dori ddd 30% deo3o e ag doiJ oa. &.o;f &dro*. o$.d o3o e agdo$dro o e6.1 uabd.neoxbg-eo?
a$d: o$od? ' '-o
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Q3) 'Z' Ltd. wants a machine on purchase or lease basis. The details for both:

A) Purshase: (through borrowings at lTYo p.a. interest payabie at the end

of each year. The Principal is due for repayment after 10 years)

Purchase Price {40,00,000

Annual maintenance { 5 0,000

(To be payable in advance every year)

Life ofmachine 10 years

Depreciation: 1 5Yo p.a. on W.D.V. basis

Solvage value: {4,00,000

B) Leasing:

Initial payment: {4,00,000

Rent: (Payable in advance every year) {7,00,000 (for 10 years).

Maintenance expenses to be borne by the lessor.

Advise the company, whether it should purchase or acquire the machine on
lease basis. Assume no tax for the company.

d1lcso Oo$tuddd eDOeOrrofl erdaa eio€{qgn z"ocb o$od zJeahd. Add
d9Adosd:

o) $oeO (de. 12% d 6"&Fd uJq ddd 6"rb de ddrd d.lodri zuQ

aad8lod dr{ 10 ddrr1$ dodd aad8fod erdOd xoed droe.td)

a)oeo e3ej : {40,00,000

d"chFd CIdrddrrofl : {50,000 (de ddr dDorldaafl andgfi:d)cb)

ar:o$d deOaodQ : l0 ddr

idd9 : ddrd* 152 q9dr$ dPe.r, dgeo$e:.

o$o$d rbaso dPe,, : {4,00,000
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udoq1dfl aad8ilOd : { 4,00,000

emari (gie ddr dlorld aadS) { 7,00,000 (10 ddrrls ddzl)

oJ:o9 CIdr:deo d6. dOfD{c3: zroGrirl &eao-od.

dodorl 
90rl 

e$cbrDdog codo pDfr. ddo dod0otD o$ogidd:n $oirrgoo,
erdaa drae$dd ddotoda.o ero6o Bod &eG.

Q4) XYZ Ltd. has an average selling price of t20 per unit. Its variable cost pe

unit is t 14 and the total fixed cost amount to { 3,00,000. It finances all it
assets by equity and pays 30%tax on its income. ABC Ltd. is identical tr
XYZ Ltd. in all respects except the pattern of financing. ABC Ltd. financer

its assets 50% by equity and 50Yo by debt the interest changes amounte<

to {40,000. Determine the degree of operating financial and combinec

leverage for both the companies at 70,000 units of output level p.a. &
interpret the result.

xYZ oo$tudd dooio dvoooc de3oJrl de #r;dd* d.n. 20 qrnQ

a;denrbd dd de d8dEd dro. t4 (Jnq aarb R6d dd d". 3,00,000

"acbgd. "ad edd u,:rrlsgddrn nodrod, decb a;odaa$ood ddod rb*
saoatd d:eeJ de. 30 dori aedet'Dgd. ABC eo$ilcdd) oeD oegooDodern

xYZ oo$acddod "adrdd e:dd erdd Er,xrieri de. 50 ddg xadod, ded:

uodaro$Ood erupd de. 50

ctochFd dn. 40,000 und:d^d.

xne;Ood deo6"$ dndS&c$o
dq rrA

"adr19 aacJrordnd deoaatud "$d: ac[^3 xea3:Srrrlsdrn aro.hFd 70,000
aar-;l-v utrg(rN9 d>qdg dod:bad: dOaoddd:n &ab9r*.F[3d119

-4-
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PART. B

4rod - a

Answer any 2 questions. Each question carries 10 marks. [2x10-201

o3m{de add) dddiieri efDdoAo. de dd4ri ddl etodrlq;b.

Q5) What do you mean by cost of capital? What are its components?
*arodan$ d{dodd adoC gpad)co? qrdd #r^ldrlsoddt

Q6) lvIr. Bhuvaneswar has borrowed a loan {10,00,000 to construct his house

which repayable in 10 equal annual instalments to be paid at the end of each

year. The rate of interest changeable on this loan is 5Yo p.a. compounded.

How much of equal annual instalments payable to amortise the said loan.

cr. a$ddeflddd: {od a$d dtF* dra. 10 e,:d xoe;d$* ddodlqd. dr

noe-:ddq daarrodrdo aod9da3e rad ndrod 6&Fd 10 dod:rlsQ
d:draod8izie$. xosd abeOd ?39 aJA ddC de. 5 d*q erdd> xoe.:dd>o

* dlee3 ep,td udeo$Q $cb aod8ie-:l doga3eaod dro&Fd doddl
60dbao3D0.

Q7) 'N Ltd. & 'B'Ltd. had equity shares priced at {150 each. During the year

2017, each one made a profit of {210 crores. The cost of equity for both was

I0%.'A' Ltd. decides to declare a dividend at t8 per share. 'B'Ltd. not

declares any dividend.

Using M.M. Model, calculate the share price of both companies. Is there any

difference in the shareholders wealth between the two companies?

'A' &oJ:&:d c)E 'E' Oo$&)d ttSO 4e 
"g[^3 

deori aiej d,oood.
dg dr dodOrl$t den 2i0 toeo8 enqJ rlg,ird. dr dod0rls uodaa$
10u uhcbd^d.
'D" CIo$A)dd de deorl {S enqrood d.oeatd. 's3' Oo$tudC o3ndde
enegood S,oe a:rg. e)o ao drodef upadd abeej * dodOrig de dt
ejso$$4 Odrolo. * odC: dod0d$ decbendd BodedeJ eN"ddra
;-ao^i edobl

T7

d)

20

d?3



2176s M-l93
88) ABC Ltd. expected annual net operating income (EBTT) is { 2,00,000. The

company has {8,00,000, I\Yo debentures and 48,000 equity shares. Its overall
cost (\) is l2.5Yo.

Calculate the cost of equity and the value of the firm under NOI approach.

'oE& 0o$a0d aro&Fd aodrzSdmo CIdg ereroo$d (EBIT) { 2,00,000

yncbgd: dodoob { 8,00,060 de.10 d*noodgfis$4 drE 48,000 sed:od,
ded:rlsdr* d-oooddd. .add ,"qd arodaoas ddd (K") de.t2.5 erhdrddl

aonodd "add -drd, deod uodaog dz$ d:q dfoe.:rdd:n o{s aodrz3dmo
ereroo$ AAod uabdo:r dodrbGocco. (NOI)

PART - C

errorl - :r

Answer any 4 questions. Each question carries 5 marks.

a-ls{.*- JJ J ^^.Ja aorroe)o€ @s+ ddnd erudO&O. de dd4ri 5 erodrlq;b.

Q9) What is a lease? What are it's types?

-q!o€G' (r$gri) qeodde$? .adO afrrlsro{gt

Q[0)Rajuwants t60,000 after 5 years at a compound interest of \2Yop.a. Calculate
how much he should invest now?

soairri dedaa 12 d z$luqo$od 5 ddril$ dodd t60,000 eierofld. €rri
ud odg deo d,oGd dodzie$?

Q11) 'C'Ltd. issued 50,000 equity shares of { 10 each at a premium of 20%. This
issue expenses will be l0o/o of total issue proceeds. The company plans to
declare dividend at t 1.50 per share for C.Y. Calculate the cost of equiry

':r' 0o$aodd, dg deori ttO O 50,000 "a$rJ decbdqj$4 20% dE ered
de3ri oead. di CIeaEc$ $zs:r CIeGd deedd 102 sfld dtd dd;dd d.g
deori enqnod {1.50 ddg do€&xc) oloed:{d. 3g[^3- aDaJrd ddd$4
e3d_,aa80.

14x5-201
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Ql2)Write a short note on "optimum capitalstructure,,.

*erddr uodaag dooloeegd' $Odr eEil u34,sd atdocro.

M-l83

Q13)'M'Ltd. issues debentures of t 100 each at par redeemable after 5 years. If
the rate of interest is I\Yo and the tax rate is 40Yo, what will be the cost of
debt?

'Ao' Oo$tudd t 100 eiejo$ FoCI dgrls$4 5 ddrd uderi !$ejrjri
sdrrid drodenoueb uGdd aa.hrd t0% ab6 dori dd 40% ufl{d,'s xae.:d ubeeld eDz3rd dd'oq,n6gCf

QI 4)'D' Ltd. gives the following details :

a) EPSts

b) Capitalisationrate 10o/o

c) ROI 18%o

d) Dividend payout ratio 25o/o

Calculate the price of share as per Walter Model.

'A' &o$ADdd d{ dsnd Sdd eec$dF.

o) de deod rled (e & a;is) t ;
E) e,rodaogeddeod aDeJrd dd l0%

R ) d.oad d>e Od giefre-:d dd (ud L so$E) tsz

A) ene;ood aod8 ddoeo 25u

aoe3*cf ,lqodd{o$ ded: aie3d$o e3{aaSo.

ooo


