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B.B.A. (CBCS) DEGREE EXAMINATION,
APRIL 2024

Fifth Semester
Shipping and Logistics Management — Core
FINANCIAL MANAGEMENT
(For those who joined.in July 2021-2022) .
Time : Three hours Maximum : 75 marks
PART A — (10 x 1 = 10 marks)

Answer ALL questions.
Choose the correct answer :
1.  Select what is concerned with the duties of the
financial managers in the business firm.
(a) Financial Management |
(b) Accounting Management
(¢) Personnel Management

(d) Merger



Name the company’s cost of capital. ] - 5.  State which of the following sources of funds has

Lo an Implicit Cost of Capital?
(a) Leverage

" (a) Equity Share Capital
(b) Hurdle rate

(b) Preference Share Capital

-

(c) Risk rate (c) Debentures
(d) Return rate ¢ (d) Retained earnings.

State the two concepts of working capital. 6. State which of these is not a part of Capital

(a) Gross and Zero, ) : Structure?
(b) Gross and Net (a) Equity Shares

Debent
(¢) Gross and Cumulative (b) Debentures

(c) Short-term borrowings
(d) Bonds

(d) Gross and Distinctive

Name what refers to ds, which an -
oAl meiers the fnds, w 7. Name the dividend declared between two annual

organisation t i to da ] o
g : must possess to finance its day y : general meeting is called
operations, - o | )
. T (a) Proposed Dividend
(a) Retained earninga I

(b) Final Dividend
(b) Fixed capital () Interim Dividend
(©) Working Capital (d) None of these
(d) All of the above
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Select what is considered as Constant Dividend PART 13— (5 7 5 = 25 mzrks)

Per Share’ Policy. - e Answer ALL questions, choosing either (3) or (b).
(a) Increasing Dividend Policy 11.- (3) An investment of 200,000 iz expected o
] ; : generate the following cash flows 1o six years:
(b) Decreasing Dividend Policy e Year MNetcash flow
20,0
(¢) Stable Dividend Policy | ; ;g: 0)(;;
(d) None of the above y: 2 60,000
4 70,000
There is no operating leverage if there is no - ) 5 55,000
- . T, 6 45,000
NAME it. z
_ Interpret the payback pericd of the
(2) Total cost / investment.
(6) Sales O=
. (b)) A company has 12% perpetual debt of
(¢) Fixed cost 7 ip Bs. 10,00,000. The tax rate iz 40%. Determine
7 the cost of capital (before tax as well as afier
(d) EPS ‘_3_:;7 tax) assuming the debt is issued at par.
. 2 : 12. (a) If a firm has the following current assets.
Recall at what oint 18 - :
at w point the breakeven p 7 What is the iwarking capital?
obtained at intersection

Raw materials = 2,00,000/-
(a) Total revenue and Total cost line Finished goods = 1,50,000/-
(b) Total cost and variable cost line Cash balance = 90,000/-

(c) Variable cost and fixed cost line ) .;.}‘w' ;- Debtors = SD,OOOIc-)r

(d) Fixed cost and total cost line Page5 Code No.:30719E
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13.

(b)

(a)

(b)

Prepare an estimate of working -capital
requirement from the following information of

a trading concern, Projected annual sales -

10,000 units

Selling price Rs. 10 per unit

Percentage of net profit on sales 20%
Average credit period allowed to customers 8

Weeks Average credit period allowed by
suppliers 4 Weeks

Average stock holding in terms of sales
requirements 12 Weeks -

Allow 10% for contingencies.

Rupa Ltd’s EBIT is Rs.5,00,000. The company
has 10%, 20 lakh ‘debentures. The equity
capitalization rate i.e. Ke is 16%. You are

required to calculate Market value of equity
and value of firm.

Or

Indra Ltd. has EBIT of Rs. 1,00,000. The
company makes use of debt and equity capital.
The firm has 10% debentures of Rs. 5,00,000
and the firm’s equity capitalization rate is

15%. You are required to Compute Current
value of the firm.
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14, (a)
(b)
15, (a)
(b)

EPS of S limited are Rs. 16. The rate of
capitalization is 18%. ROI is 12%. Compute
the market price per share using Walter’s:
formula if the dividend payout is 25% and
50%. Interpret which is the ideal payout?

Or
XYZ Ltd. earns Rs. 10/share. Capitalization .
rate and return on investment are 10% and
12% respectively. Determine the price of the
share at the payout. '
Following is the cost information of a firm:
Fixed cost = Rs. 50,000/-
Variable cost = 70% of sales
Sales = 2,50,000/- in the current year
Find out the operating profits when
(6] ' Fixed cost are not there (no l_everage)v and
(1i) Fixed cost are there (leveragé situation).

'I Or

Explain the Functions of Financial

Institutions.
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16.

PART C — (5 x 8 = 40 marks)

Answer ALL questions, choosing either (a) or (b).

(a) A project of 6,50,000 is expected to generate

the following cash flows over its useful life :
Year Cash outflows Cash inflows
0 Initial investment (6,50,000) 0
1 - 1,50,000
2 - . 2,20,000
3 - 3,00,000
4 = 2,50,000

5 - 1,80,000 .
6 - 1,12,000
6 Salvage value - 20,000

The project does not require sny . cash
expenses. Depreciation is to be provided using
straight line method. According to accounting
policies of the company, the salvage value is
treated as the reduction in depreciable basis.

Compute Accounting Rate of Return from the

above information.
Or
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(b) From the following information calculate the
NPV of the two projects and suggest which of
the two projects should be accepted assuming
a discount rate of 10%.
Initial investment Estimated life Scrap value
Rs. 20,000 5 years 1000
Rs. 30,000 5. years 2,000

Project X
Project Y

The profits before depreciation and after taxes
(cash flow) are as follows : '

- Year1l Year2 Year3' Year4 Year5
Project X 5,000 10,000 10,000 3,000 2,000
(Rs.)
Project Y

20,000 10,000 5,000 3,000 2,000 .
(RB') b |

17. (a) The Finance Department of a company has
furnished the following information

The carrying cost per unit of inventory Rs 4
The fixed cost per or_del: Rs.8

The number of units required in a year 16000
The variable cost for unit Re. 1

The Purchase cost price for unit Rs. 16

You are required to compute economic order
quantity, total number of order in a year, the
time gap between two orders, average
investment in inventory and total cost of
ordering and carrying the stock.

Or
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18.

(b) Prepare an estimate of working -capital

(a)

requirement from the following information of
a trading concern.

Projected annual sales 10,000 units

Selling price Rs. 10 per unit Percentage of net
profit on sales 20%

Average credit period allowed to customers 8
Weeks

Average credit period allowed by suppliers 4
Weeks

Average stock holding in terms of .sales
requirements 12 Weeks

Allow 10% for contingencies

(@ A company expects net income of Rs.
80,000/-. It has Rs. 2 lakh 8% debentures.
The equity capitalisation rate of the
company is 10 %. Calculate the value of
the firm and overall capitalisation rate
according to the Net income approach
(ignoring income tax). .

(i) If the debenture debt is increased to Rs. 3
lakhs what shall be the value of the firm
and the overall capitalisation rate?

Or
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(b)

Royal Manufacturing company capitalized
with Rs. 2,00,000 divided in 1000 equity
shares of Rs. 100 each. The management
wishes to raise another Rs. 2,00,000 to finance
a major program of expansion through one of
four possible Financing plans. The
management may finance the company ‘with

all

(i) Equity shares

‘(i) Re. 1,00,000 in Equity shares and Rs.

1,00,000 in debt at 5% interest
@ii) All debt at 6% interest

@v) Rs. 1,00,000 equity capital and Rs.
1,00,000 preference-share capital with
5% dividepd.

The company's existing earnings before

Interest and Taxes amounted to Rs. 24,000

Corporation tax is assumed to be 50%. Which

financing plan would be most suitable to the

c_ompz;ny?
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19.

(@) The following information is available in

(b)

respect of a firm:

Capitalization rate = 10%

Earnings per share = Rs. 50/-

Assumed rate of return on investments:

@ 12%

@G) 10%

Show the effect of dividend policy on market
price of shares applying Walter's formula

when dividend pay- out ratio is (1) 0% (2) 40%
(3) 80% (4) 100%.

Or

The following information is available in
respect of the rate of return on investment (r),
the cost of capital (k) and earning per share
(E) of ABC ltd.

Rate of return on investment (r) =

@) 15%,

() 10%

Cost of capital = (k) 12%

Earning per share (E) = Rs. 10

- Determine the value of its shares using

Gordon’s Model assuming the following.
D/p ratio (I-b) Retention ratio (b)

(D 100 : 0

2 40 - 60
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20.

(a) A firm has sales of Rs. 20,00,000/-, variable

cost of Rs. 14,00,000/ and fixed costs of
Rs. 4,00,000/-and debt oft 10,00,000/- at 10%
rate of interest. What are the operating
financial and combined leverages? If the firm
wants to double its earnings before interest
and tax (EBIT), how much of a rise in sales
would be needed on a percentage basis?

Or

(b) Explain the types of Financial Market.
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