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CC-314 : Advanced Financial Management

Section I

. (1) Ail Questions in Section — I carry éqnal marks.
(2) Attempt any TWO questions in Section— L.
(3) Question 5 in Section — II is Compulsory.

Estimate these pro;ioSal on the basis of Net Present Value. assuming a 1

. ~ capital.
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1. (A) Nirali paints Ltd. is consxdermg the purchase of any of the followmg machlncs
Suggest which one would be more beneﬁcxal Depreciation method applicable is

[Max. Marks : 50

straight lme method. , ) 10
| Machine A | Machine B |
Cash outflow at year end . .
: - ® ®
Year 0 ~5,00,000 4,50,000
Yearl (& | 25000 | -
Year 2> — 30,000
’ Year3 15,000 -
E Esti@éd life of all 5 years 5 years
Cash Flow After Taxes (Corporate taxes 40%) - | |
Machine A | Machine B
CFAT ' 2 '
| o ®
“~ | Yearl | 180,000 | 1,35000
| Year2 | 125000 | 1,35000
Year 3 1,90,000 1,35,000
Year4 | 1,00,000 | 1,35000
Year5 | 95,000 1,35,000

5% cost of - |

PR
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(B)

replacement. Three mutually exclusive projects A, B an g
ear
The projects are expected to require T 2,40,000, have an estimate life of 5 y S, 4_

. considered: f '
One project of a company is doing pOOle and is being or

d C have been proposed:

years and 3 years respectively and no salvage value. The company 'S requlred rate
of return is 14%. The antlclpated proﬁts after deprecmtxon and taxes for the three;— _

projects are as follows

Project A Project B . | Project C
Year: : : - -
® @ ®
1 | 62000 | 130000 | 1,12,000
2 | 72000 | 105000 | 1,55000
3 | 92,000 86,000 | 58,000
4 [ 1,12,000 | 64,000 -
5 | 168000 | - .

“Find the present value at 14% rate of return and suggest which project should be %1

accepted
by | e® R
2. (A) 'Prepare a  staterr of workmg Capltal requlrement from the followmg i’
dlnformatlon Q\QQ} A% = . e 10
@$ 2% Per Unit | '
Q@
4 | Rawr‘.rrlaterialsﬁ . R g 18-
* Direct Labour 0% Varlab]e) s DR %: }_
| Overheads (20% Vanable) S 15 | : »
| Total Cost | - T
| Profit " v o 06
;__-."'.sening price . 54
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The sales for the year ending on 31st dec 2019 was ? 12, 96 000. The assets as on
31 12-2019 were as under : | '

" ®
Jj,.f_:._ | Raw materials (at cost) : 96,000
} Work-in-processl(at prime cost) ; 54,000 -
Finished goods (at total cost) 1 92 000 v
Debtors L2, 000 s -
e ,‘ ' ..The suppliers of raw material allo§v 2 months credit period. The payment period
of wages and overhead is 1 month..i '
(B) Determine EVA from the follbwiné data of Bansi Ltd : N . . 10
) | ‘ ‘ v g ey ®in Cro're)'
3 _EBIT - - R TR T NG T A 36
Less: Interest on 12% Debt. ' _' ~ . ; A» : 06 -
Eamings before taxes ; '. - 30:
Less Corporate taxes (30%) W . 09 '
Eammgs after taxesSQ\Q :f | BN g5 - »’ 21
 Less: D1v1den{@}§ 3% Preference share Caplta] (Rs 30 crore) "7 : 39 _' !
_Eammgs @§ ity shareholders o R " | 17.1- |
| 'Owner ﬁmds (havmg cost of 16%) . 1 | ) ' 800
o Py . LA AL A
3 (A) -DlSCUSS in detaxl the NI and NQI approach of capltal Structure - o | '1.0
- (B) Explam features of approprlate cap1ta1 structure. _‘ - ST | - 10
4. (A) - 'Highlig.ht various .objectiVes for corporate restructluihg; | " o 10
_ . _(B) _ ._Discuss Buy-out in’,detail.r | Edd | 2 T A 10
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Do as directed : (Attempt any Ten) | 0

(1
)
‘ 3)
(4)

(%)

©). .

. (Gross Working C@x& Net Workmg Capltal)

(7).
®)

- (10

an

(Cash Inflow, Cash outflow, Working capital)

Capital Budgeting decisions are considered as decisions.

Capital budgeting decisions involve huge amount of risk due to

- Give-full &m of NOPAT.

Section — I

The cost of new machine is treated as _

Working capital required is treated as.
(Cash Inflow, Cash outflow, Cost of capital)
Net present value method considers ___~ valuesin calculation of Inflow.

(Proﬁt'aﬁer tax, Cash flow after tax, Cash flow before depfeciation and tax)

(Short-term, Long ;term, Futuré)

vt

(Money factor, Time factor,'Hﬁman' factor)

Current Assets — Current Liabilities =_
Workmg Cap@(ibls used to finance fixed assets operatlons (True, False)

EVA is a'management tool to focus managers on the impact of their demsnon in

shareholder s wealth. (maintaining, i increasing)

Sale of goods on cash basis’ | ___ working capital requirement. |

(increases, reduces)

Business capital is broadly divided into two groups: and

(Fixed and Working, Tangible and intangible)
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(12) Modigliani Miller approach is identical withthe ____ approach.
(Net Operating Income, Net Income)
(13) One of the assumptiohs in MM aipprbach is that there is no transaction cost.

(True, False)
~(14) Capital Structure is obtimum when market value of equity shares
(Changes, does not change)

(15) Vertical merger joins 2 entities that compete with each other but exist jn same

supply chain. (True, False)
'(165 Generai !evel of Interest rate is on_c':‘of the factors affecting Capital Structure.
' (Tiue, Falsc) | |
(i7) Long-Term loan is considered as i : _ capital,
(Owned, Debt) a
(18) Under F 'ranéhising, Franchisee gréhts another party the right to usel its trade name.
(True, False) | |

( 19) When an acquirer t over the control of the target company it is known as

Takeover. (True, @ﬁe) . H gt g B
(20) “Reverse -l@er” isalsoknownas. .

(Back door listing, Demérger)
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