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Note:  Attempt any 3 questions out of 5. All questions carry equal marks. 
 

Q: 1 ‘Change is the new norm in many organisations – particularly within the finance  
function’. Discuss 
 
Q: 2 What is the goal of finance manager? Discuss how companies are approaching agency 
problem. 
 
Q: 3 Identify and discuss any one leading financial fraud in detail based on sources of     
finance. 
 
Q: 4 Compute the present WACC using  

(a) Book Value Proportions and  

(b) Market Value Proportions XYZ Ltd. (in 40% Tax bracket) has the following book 

value capital structure 

Equity Capital (in shares of Rs. 10 each, fully paid-up at par) : Rs. 15 Crores  

11% Preference Capital (in shares of Rs. 100 each, fully paid-up at par):  Rs. 1 Crore  

Retained Earnings: Rs. 20 Crores  

13.5% Debentures (of Rs. 100 each): Rs. 10 Crores 

15% Term Loans: Rs. 12.5 Crores  

The next expected dividend on Equity Shares is Rs. 3.60 per share. Dividends are expected to grow at 7% and the 

Market price per share is Rs. 40.  

Preference Stock, redeemable after ten years, is currently selling at Rs. 75 per share.  

Debentures, redeemable after 6 years, are selling at Rs. 80 per debenture.  

 

Q: 5 Discuss MM approach of capital structure. 
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1. “Financial Management is the operational activity of a business that is responsible for obtaining and 
effectively utilizing the funds for efficient operations”, comment upon the statement and explain the 
functions to be performed by a financial manager. 
 

2. Write any two prominent differences between the following:  
a) Equity Shares and Preference Shares  
b) ADR and GDR  
c) Commercial Paper and Certicate of Deposit  
d) Forward and Futures  
e) Private Eqquity and Venture Capital 

 
3. The capital structure of ABC ltd is as follows:- 

 
40,000 Equity Shares of Rs. 10 each : Rs. 4,00,000 
5% Preference Shares of Rs. 10 each : Rs. 2,00,000 
10% Debentures                                        : Rs. 6,00,000 

 
The company is earning a profit (EBIT) of Rs. 1,20,000 per year and is planning to expand the business that will 
require further investment of Rs. 6,00,000. The investment is expected to generate 25% additional return to the 
business. The company is seeking an advise for the selection of financing alternatives, that are:- 

 Equity shares issued at 50% premium  
 6% Preference shares 
 9% Debentures 

If the Price Earning Ratio =10 and Tax Rate is 40%, suggest the best alternative on the basis of EBIT-EPS analysis.  
 

4. What is meant by Operating leverage? How does it differ from Financial Leverage? Elaborate with the 
help of an example. Also discuss the significance of leverage analysis. 
 

5. A) How cost of equity shares can be calculated? Give example to elaborate your example.  
B) If Cost of equity after tax is 5% and tax rate is 50%, compute weighted average cost of capital from 

the following:’ 
 

Source of Capital Amount 
Equity Shares 200,000 
6% Preference Shares 100,000 
10% Debentures 200,000 

 
 


