
[bookmark: _Hlk191455905]ANNA ADARSH COLLEGE FOR WOMEN (AUTONOMOUS),
CHENNAI – 40
END SEMESTER EXAMINATION– OCT/NOV 2025
24UBBAD306       FINANCIAL MANAGEMENT  
Max. Marks: 75                                                                                                                      TIME:3 Hrs
PART- A (10 × 2 = 20 Marks)
Answer any TEN questions.


1. Define Financial Management.
2. What is Time Value of Money?
3. What is meant by point of indifference and write a formula
4.Ajit Ltd. has a stable income and stable dividend policy. The 
average annual dividend payout is Rs. 25 per share 
(face value: Rs. 100). You are required to ascertain.CalculateCost of equity capital
  5.. Write any two features of Capital Bugeting?
  6. A project has an initial investment of Rs. 2,00,000. It will produce cash flows
 after tax of Rs. 50,000 per annum 
for six years. Compute the payback period for the project.
  7.Define dividend policy 
  8. The following information relates to Siddle Ltd:
EPS.          Rs.10
IRR.                 18%
Cost of capital.  20%
Payout ratio.       40%
Compute the market price under the Walter'smodel.
9.What is operating cycle? Explain significance.
 10.Explain the types of working capital
 11. Initial outlay.              Rs. 1,00,000
Life of the asset.                6 years
Estimated cash inflow.   Rs. 20,000
You are required to calculate internal rate of return.
 12. The earnings per share of a company are Rs. 24. The cost of equity capital is. 
10%, The rate of return on 
investment is 15% Compute the market price per share under Walter's model,
 if the payout is a). 50%











PART - B (5 × 5 = 25 Marks)
Answer any FIVE questions.

13. Explain the objectives of Financial Management.

14.What are the factors determining capital structure?

15The following is the capital structure of a firm:

	Sources of finance
	Amount (Rs.)
	C/C

	11% Preference share capital
	  1,00,000
	11%

	Equity share capital
	4,50,000
	18%

	Retained earnings
	1,50,000
	18%

	16% Debt
	3,00,000
	8%


Calculate the weighted average cost of capital of the firm, based on the book value weights.

16. A project requires an investment of Rs.5,00,000 and has a scrap value of
Rs.20,000 after 5 years. It is expected to yield profits after taxes and
depreciation during the five years amounting to Rs.40,000, Rs. 60,000,
Rs.70,000, Rs.50.000 and Rs. 20,000. Calculate the average rate of return on
Investment

17.What is dividend and explain  the various dividend models.?

18.Calculate the operating cycle of a company which gives the following details 
relating to its operations:

	
	          Rs

	Raw materials consumption per annum
	  8,42,000

	Annual cost of production 
	14,25,000

	Annual cost of sales
	15,30,000

	Annual sales
	19, 50,000

	Average value of current assets held:
	

	Raw materials
	 1,24,000

	Work-in-progress
	    72,000

	Finished goods
	 1,22,000

	Debtors
	 2,60,000


The company gets 30 days credit from its suppliers. All sales made by the firm are on credit only. You may take one year as equal to 365 days.

19. The capital structure of Madan Ltd. consists of equity share capital of Rs.
8,00,000 (shares of Rs. 100 each) and Rs. 8,00,000 of 12% debentures. Sales
 have increased from 80,000 units to 1,00,000 units; the selling price is Rs. 15
 per unit, variable cost amounts to Rs. 9 per unit and fixed cost amounts to Rs.
    1,60,000. The income tax rate is assumed to be 50%.
Required
(a) Calculate the percentage increase in EPS
(b) Determine operating leverage at 80,000 units and 1,00,000 units
(c) Determine financial leverage at 80,000 units and 1,00,000 units.
Comment on the risk position of the company






PART - C (3 × 10 = 30 Marks)
Answer any FOUR questions

20.What are the function of financial manager?.

21. Explain  Theories of Capital Structure.

22. Project 'M' initially costs Rs.50,000. It generates the following cash flows

	Year
	Cash inflow
 Rs
	Present value of 
Re. 1 at 10%

	            1
	      18000
	       0.909

	            2
	      16000
	       0.826

	            3
	      14000
	       0.751

	            4
	      12000
	       0.683

	           5
	      10000
	       0.621


Taking the cut-off rate as 10%, suggest whether the project should be accepted or not.

23.The following data relate to Naga Ltd.
Earnings per share.           Rs.20
Capitalisation rate10%
Retention ratio50%
Determine the price of the share under Walter's Model and Gordon's model if the.    
internal rate of return is a). 10%; b). 15%; c). 5%

24. X Co. desires to purchase a business and has consulted you and one point on which
you are asked to advise them is the average amount of working capital which will
 be.required in the first year's working
You are given the following estimates and are instructed to add 10% to you computed figures to allow for contingencies.
Figure for the year
(1) Average amount locked up in stocks.                                    Rs.
Stock of finished goods.                                                     5000
Stock of stores and materials.                                             8000
(ii) Average credit given:
Inland sales-6 weeks.                                                  3.12,000
Export sales- 1 1/2 weeks.                                               78,000
(iii) Log in payment of wages and other outgoings:
Wages - 1 1/2 weeks,2,60,000
Stores, materials etc. - 1 1/2 months.                       48,000
Rent, royalties etc. - 6 months.                                    10,000
Clerical staff salary - 1/2 month.                              62,400
Manager salary 1/2 month.                                            4,800.      
Miscellaneous expenses - 1 1/2 months                   48,000
(iv) Payment in advance:
Sundry expenses (paid quarterly in advance)8,000
(v) Undrawn profits on the average throughout the year.11,000
Set up your calculations for the average amount of working capital required

								*************

