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5303-F

M.Com. (FINAL) A.B.S.T. EXAMINATION, 2019
Paper —III - F
ADVANCED FINANCIAL MANAGEMENT

Time: Three Hours
Maximum Marks: 100

PART - A (&vs — 3)) [Marks: 20]
Answer all questions (50 words each).

All questions carry equal marks.

! 7o Sifard &/ qeld Je BT GV 50 ] 7 EE 7§/
T ge & s T &
PART - B (Gvs — §) [Marks: 50]
Answer five questions (250 words each).
Selecting one from each unit. All questions carry equal marks.
URE §HE & VH—9F 497 g7 § Gl Gid g97 P/
% go7 & TV 250 TGl & SfEE T &/
T geTl & s T &
PART - C (@vs — @) [Marks: 30]

Answer any two questions (300 words each).

All questions carry equal marks.

PIS & gIT BT | FAFE J97 HT GV 300 T & 3fF T &/
T el & Sk wHIT &/
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PART - A / @vs — H

Q.1 (i) What do you mean by ‘Net Present Value’?

€ TAAE I W ATIHT FIT LT 87

(i1) What is effective rate of interest?
TS BT JATdT &R T 67

(i11)) What is Decision Tree? Explain.
Ao ger @ 7 |HsIEd |

(iv) Explain inflation.
q&T — UAR BT GASSY |

(v) What is Asset — based valuation of Business?

FORT — AMENRT TR & Jedidhd T 87

(vi) Write in brief on Corporate — Restructuring.

FIAR — YAAREAT IR ey H fRa |

(vii) What do you mean by ‘Project Beta’?

UIoide dieT W JMUhT RIT I 82

(viii) Explain the term ‘Financial Distress’.

IqTdel] BIRIHRRIS fed’ BT IHsmsy |
(ix) Describe ‘Financial Derivatives’.

o egeafRrat (wramiRmrer SRafeew) w1 wwEm |
(x) Define Lease Financing.

ggT faauyer & aRaIfd SR |
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Q.2

Q3

Q4

Q.5

PART-B / Ut — §
UNIT -1,/ 518 =1

Explain future, and present values of cash flows giving suitable examples.

SUYFT SETERYT o g AHE YdTel & WG], TAT IdH Hedi bl AHSSY |
OR /31e1q1

An investor having three alternative projects of ¥5,00,000 to investment in each;

giving cash in-flows as given below for a period of 3 years.

T fafarear 9 defous aRUoERN § fafT oxar =ear g 9E ue |
5,00,000 T & faF=T | 3 qul &1 @ & ford - A T AR Tha IR
UqTg BT |

Cash Flows (A®<g garg)

Year P P> P
0 | (-)%5,00,000 | (-)%5,00,000 | (-)%5,00,000
15t % 3,00,000 %4,00,000 % 2,50,000

2nd % 3,00,000 % 1,50,000 % 3,80,000
3 %2,00,000 %2,50,000 %1,70,000

Suggest which project is better to invest, if discounting rate is @ 10%.

g e ARTY 6 i A1 doige @1f¥e sreeT © forad Affarr fear o, afe afeq
R 10% |

UNIT -II/ &1 — 11

Explain Capital Budgeting under Risk and Uncertainty giving suitable illustrations.

QUG IQTERVT ol g SR T SIRGH & 3I=<d Yoil goie bl FHesy |

OR /31da1
Explain Capital Budgeting under Capital Rationing giving suitable illustrations.

QU I&TERVT Tl gd Yol IR (SfUee XQ+RT) & T8d Yol doled bl qASSY |
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UNIT -III / g&1E — 11T

Q.6 ABC Company is considering acquisition of XYZ Ltd. which has 1.5 crores shares

Q.7

Q.8

outstanding and issued. The market price per share is ¥400 at present. ABC’s
average cost of capital is 12%. Available information from XYZ Ltd. indicates its
expected cash accruals (i.e. in flow) for the next three years as follows; Year
1 — X250 crores; year 2 — ¥ 300 crores; and year 3 — 400 crores. Calculate the
range (minimum and maximum) of valuation that ABC Company has to consider.
Assume that the project has a useful life of only three years and no terminal cash
flow. (PV factors at 12% for years 1 to 3 are respectively; 0.893, 0.797, and 0.712).
ABC &7 f@aR o= & g, fo XYZ fafics &1 aiftmrger o) forar o s o
15 S 3 fifaa e qr Rerd 21 ada # ufd ofer IR e 400 ¥ 81 ABC
A DI Goll DI A AT 12% 7 | XYZ fafics @1 Suaer ga-r <okl 2 & 39
DI (3H TINIGE dl) YR A [RIdhS MRS UdTE) IRTel A9 a8 & ford VAT 81T
T qY 250 HRIS T; fgclid ay 300 PRI§ IT; ool AR aY 400 HRIS X | MY FIA™ B
qATHA B AMAT (|AGH, TAT AfAHBAH) BT 3fher diford 9 R ABC 7T faar
PR G | MY YRAGHT B SUARMT Silae Jdfe dael O 99 AF Ao iR I8 A1 fd
SR SARTE dhe vare W {8 el e | (12% R R YH I A 981 & ford aaam
Tou a2 (@1 waed) s 0.893, 0.797,Td 0.712 £ 1)

OR /31da1

Briefly explain the need of corporate — financial restructuring highlighting corrective

measures, and steps taken by —
(1) Under — capitalized, and
(i1) Over — capitalized companies

FIAR — ORI YR &1 Al DI [eld § A SR $HRd g —
(i)  37cU guitpd qe
(i) @I Yol HHafrRl FurReRl S ATUEvs, Jofl H&d ISR & |

UNIT -1V / 538 —1V

Distinguish between Traditional Theory and Modigliani and Miller Approach
towards Capital structure of a company.

fodl el @1 Yol e 9 gRitd ReREel g 3R At fear 9 feer
SURRH & 14 3R W DI |
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OR /31041
Q.9 A company’s capital structure consists of the following -

TH HFIl DI Goll deaer § ifea afffea & —

Particulars (fdaxor) T Lakhs (g TH)
¢ Equity shares of ¥ 100 each 20
(T 37T 100 ¥ UAD)
¢ Retained Earnings 10
(gfcrenfRa 3rma)
® 9% Preference shares 12
9% TaiteR )
¢ 7% Debentures 8
(7% oTu=)
Total (@) 50

The company earns 12% on its capital. The Income Tax Rate is 50%.
FHAT 7O goll TR 12% AR B | 3R &R 50% ¢ |

The company requires a sum of 25 Lakhs to finance its expansion program for

which following three alternatives are available.

AT BT U fIAR BRISHH TG 25 A I B AMaeIHal & forga fory fr=forRaa o=
famea Suerer 2|

Option A: To issue of 20,000 Equity shares at a premium of ¥ 25 per share.

fadweq a1 20,000 Ff (FHAT 3fe) &7 Uiy 3fer 25 Tyl W HT B |

Option B: To issue of 10% Preference Shares.

fa®eu 9. 10% YaifoerR @i &1 T &)

Option C: To issue of 8% Debentures.

faeed |: 8% ZuTull BT fFRTHET DR |

It is estimated that the Price Earnings Ratios in the cases of Equity, Preference

Shares, and Debentures financing would be 21.4, 17, and 15.7 respectively.
UE SIAINT 7, [ Jou U U, AT YaiedbR 3%, dT 0T U= | o gy
P W, HA: 21.4, 17, TT 15.7 297 |

Which of the three financing alternatives would you recommend, and why?

A facamor fadedl d | s forr 3y e/ RIwIRe &3, 3R ai?
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UNIT-V/ 5315 -V
Q.10 What is a Futures Contract? Explain, its features also.

IS B WIS AT 9 WIS — AT R 2?7 THD AeTON Pl A A |
OR /3741

Q.11 Write short notes on —

(i) SWAPS, and

(i1) Options

Hiera fewfordt falay —

(i) I 195l B WlQ, gl

(i) faweul, w

PART-C / @Gvs — 9§

Q.12 Write short notes on the following —

(1) Implied Rate of Interest

(11) Deferred Payment

(ii1)) Annuity

ferifaed oR fera fewfort forRay —

() T & - &)

(i) <R graE

(iii) arf¥ar

Q.13 The G.M. Company Ltd. is considering an investment in one of the two mutually

exclusive proposals: Project X, and Project Y; which require cash outflows of
¥ 3,40,000, and % 3,30,000 respectively. The Certainty Equivalent (C.E.) approach is
used in incorporating risk in capital budgeting decisions. The current yield on
government bond is 8% and this be used as the riskless rate. The expected net cash
flows and their certainty equivalents are as follows.

ST UH. BT IRER SMafSt ]1 URdTEl Uelde X T Uielde Y W faeR R @ ?
et v R fafamT &= &1 98 Jee 9’ varg HA9 3,40,000 T dr 3,30,000 3
=Y | goll gotes ol & SiRew d wfed @v & ford FMf¥eaar — wwgey (C.E.)
SUNTAT UG B I 8 | RPN §108] W Id H IUeiA 8% © 3R 39 SliRed fed
N R b HY H GgH (AT T 8| IR YE Adba SMM<ING YAlE 3R D]
fAfaddr — aagen FgaR € —
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Project (@R X Project aRaoHT Y
Years end Cash in Flow C.E. Cash in Flow C.E.
@€ i) | (Adg ARG JdTe) (Ade JAIRE JaTe)
1 %1,80,000 0.8 ¥ 1,80,000 0.9
2 %2,00,000 0.7 %1,80,000 0.8
equirgd - 22,00,000 | 05 %2,00,000 0.7

(a) Which project should be accepted?
(b) If risk adjusted discount rate is used, then which project would be with a higher
rate?
(@) ®F AT uRISHT BT Wihd fhar Sr?
@) e SIRew AT afed <= &1 ST far S @9 ford oRaEe T . & <)
R BI?
Q.14 Write short notes on the following methods of Business Valuation —

(1) Fair Value Based, and

(i1)) Earning Based
FIA &6 oI F=ifha AR R Heg # feufrit falag —
(i) Sfrd qou smerRa fafer, qor
(i) SuTeiA ImETRa fafy
Q.15 ABC Ltd. has Equity Share Capital of ¥ 5,00,000 divided into shares of I 100 each.

It wishes to raise further ¥ 3,00,000 for expansion purpose.
ABC 1. @1 AR A1 |97 3797 goit 5,00,000 ¥ @1 100 I arel 3feN 4 fovad 2| I8
Tredl 2, & 3,00,000 T 3R fovdr Se@ & fod tafaa f o |
The Company plans the following financing alternatives -
P frferRaa fadamer f[Aeen wR R &l & —
(i) By issuing Equity Shares only.
Dac FHAT A & AT B A |
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(1) < 1,00,000 by issuing Equity shares and X 2,00,000 through Debenture @ 10%
per annum.
1,00,000 T 5T 31 SIRIdBR Tar 2,00,000 T 10% Uiy <ars arel Sorqs
SR AR A |

(ii1)) By raising Term Loan only at 10% per annum.
S HTAARd FoT 10% ey 1ot arel, 9 |

(iv) ¥ 1,00,000 by issuing Equity Shares and ¥ 2,00, 000 by issuing 8% Preference

Shares.

1,00,000% w#aT 3@ e 2,00, 0003 8% YalfdwR 3fel &1 i axa |

It is to be assumed that the estimated “Earnings before Interest and Taxes”

(EBIT) after expansion is ¥ 1,50,000 and corporate income tax — rate is 35%

A AM A 6 IR @& uvarg el do @) 9 Jd SUeid (S.41.87s.2l)
1,50,000 % \’ﬂjﬂTﬁH 2 3R HEHT AR — <N 35% B

You are required to suggest the Best Alternative.

39 ¥ 18T T © b garkE fdbed &1 gema < |

Q.16 Write short notes on any three out of the following —

(1) Credit Derivatives

(i1)) Merger and Acquisition

(i11) Financial lease, and

(iv) Types of mergers

fifra # & fedl W oy fewfrit fafay —

(i) e et

(ii) UDIHRT AT AT qor ARUBT

(iii) fo<ira der, den

(iv) UPIHRI & UHR
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