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VI Semester B.Com. Degree Examination, May/June - 2025
(NEP Scheme Freshers and Repeaters)
ALON N\ COMMERCE

n ‘«_\l\‘ Advanced Financial Management
Paper : DSC - 6.1
5/

Tlme 2“'/2/Hours Maximum Marks : 60
Instructions :

Answers should be written completely either in English or in Kannada.
VZOTRY, DOTREIEETR) GONCTT &PsT0 5 EEY edavaes.

SECTION -A
RN - D

Answer any Five Sub-questions. Each question carries Two marks. (5%x2=10)
BRPTe DT I FBZAYR L0 F2 TFohe AT WosRY, BRONDHIT.

1. a) Whatdoyoumean by Terminal Cash Flows?
08 INTD TORPNG TN

b) What are Incremental Cash Flows?
BpTO [N TOJYNWD BRFI?

c) Whatis unsystematic risk?
655:%3596 LITNON NOTTEN?

d) Whatis cost of capital?
WOTWTOST a”;z;d QOTTE?

e) The current market price of a share is Rs. 90 and expected dividend at the end
of the current year is Rs. 4.50 with a growth rate of 8%. Find cost of equity
capital.

2,070 FeOT BT [PTFE &S S, 90 [ TRE IRFT BRJoDNY 8%

ALInTaolat ddc&moﬁﬁ 83@@%3 @amos Sw. 4.50. wms WOBTYT ﬁwwm
FOWIRONO.

[P.T.O.
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f)  Whatis scrip dividend?
Ry BIBOT® L0T3en?

2

g) What are horizontal mergers?
AL DTN 0TI

SECTION -B
RPN - D

Answer any Three questions. Each question carries Four marks. (3%x4=12)
SRRPTde e IZAvR wvzor. Fecieomd TPohe Towy, VOFNERY, TROVTLIT.

2. Explainthe factors influencing cash flows estimation.
ST BODNT WOTRRT eSS Tem W VOINTI, DWOR.

3.  Explain the strategic motives behind Mergers & Acquisitions.
WOSRD DI ARLEING HOOT ToNFZ0ZTH NI BRI, VRO

4. XLtd.issues 12% Debentures of face value of Rs. 100 each and realises Rs. 95 per
Debenture. The debentures are redeemable after 10 years at a premium of 10%.
Applicable tax rate is 30%. Find cost of Debentures.

X 30TA0I® 3o 100 Twe. =ZDBS0D 12% oo TN, DT I, TS
MOTIF, Tw. 95T, AETOTTT. 10 JITFNY J0BT 10%  La000FH00R
DTOWEBOMOT)T. OIDNT 3oR TP 30% AT, o 2INS asa;:wmol
OB BOWD.

5. Kanishk Limited has a net operating income of Rs. 100 million. Kanishk employs
Rs. 800 million of debt capital carrying 10 percent interest charge. The equity
capitalisation rate applicable to Kanishk is 13 percent. What is the market value of
Kanishk under the netincome method? Assume there is no tax.

ToAT, OWWE Te. 100 wIoDHT QY FOOITOF 23TBVORD BONTZ, Teohds.
TR, 10 Te3T wg DOTR, BROLTIT 3H. 800 WOCNT FOT LOTIRITI),
WIATRNIT. BTN OFOPTMT  Bs8Ede TR Fesy oy 13 Tese. QT

B0 WIHIT WRONY VY 0T IPI, DT, TPOBR, FOBLAONO.
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6. NZ Ltd. is-considering to take a new project. The management of the company use
Certainty Equivalent (CE) approach to evaluate such type of projects.

Following information is available for the project:

Year CFAT Certainty Equivalent
Coefficient
1 1,15,000 0.90
2 1,15,000 0.85
3 1,15,000 0.75
4 1,15,000 0.70
5 115,000 065

Projects required initial investment of 3,00,000. The company’s cost of capital is 12%
and risk-free borrowing rate is 7%. Advise the company whether it should take project
or not?

NZ Oaneice B3 cresdod, 3ﬁc§3'&@%§®o TOREIRTT. OB 0e30D o&@euémfﬁa
BRPOTPTS [PEFL) %ovf)ow @jrasaom IRFT, TR (CE) Qpoa=, w@mécﬁ
o&raezsﬁﬁ FSNT TS @335353

33 CFAT DyZ3 TR THESOT
1 1.15,000 0.90
2 1.15,000 0.85
3 , 1.15,000 - 0.75
4 115,000 0.70
5 1.15,000 0.65

o3peHINOR BR. 3,00,000 STOPT THRRIOD @ﬁ:%ébd FODTAON WOBDOFT 92
2% 3 STOH-TNF WO TS TH 9N, S odeewdod, SrehiRYL
T30 3eEHe DO SOwé’ofi OB JeR.
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SECTION-C
N — 2

Answer any Three questions. Each question carries Ten marks. (3%10=30)
c350mTe TR JFNRYR LWIDR. 3 IFobwe TH WOBND.

7. Probabilities for net cash flows for 3 years of a project are as follows:

Year 1 Year 2 Year 3
Cash flow Probability =~ Cashflow Probability Cashflow Probability
(Rs.) (Rs.) (Rs.)
2,000 0.1 2,000 0.2 2,000 0.3
4,000 0.2 4,000 0.3 4,000 0.4
6,000 0.3 6,000 04 6,000 0.2
8,000 0.4 8,000 0.1 8,000 0.1

Calculate the expected net present value of the project using 10 percent discount rate
if the Initial Investment of the project is Rs. 10,000.

2,000 03ReRFBOP 3 JRFNY AFY INH FONT BOFTICONIND 33 IINT03R:

SIE 1 I 2 R 3
SN BORY ToPRICoRT [N IO BouRACoHS [N TOFP BOFHICDI
(Sw.) (Se.) (Bw.)
2,000 0.1 2,000 0.2 2,000 0.3
4,000 0.2 4,000 0.3 4,000 0.4
6,000 0.3 6,000 0.4 6,000 0.2
8,000 0.4 8,000 0.1 8,000 0.1

o3nemPod ST0RE BRAEND 10,000 SNTT 10 333 Slovwplovet R alopravy WPRBROB
odpesod 0T DBY BRI IPOII, J5T TRE.

8. Company X and Company Y are in the same risk class, and are identical in every
respect except that the Company X uses debt, while Company Y does not.
The levered firm has Rs. 9,00,000 debentures carrying 10% rate of interest. Both the
firms earn 20% operating profit on their total assets of Rs. 15,00,000. Assume
perfect capital markets, rational investors and so on; a tax rate of 35% and a
capitalisation rate of 15% foran all equity company.

2
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a) Compute the value of each firm using Net Operating Income (NOI) Approach.

b) Using Net Operating Income (NOI) Approach, calculate the overall cost of
capital (Ko) for firms X and Y.
30T XN OB Y 2.0T3¢ ©TRONT BRFTYI, T 0BT X TOBIY ALV
DOLVT, BRTDHTRY DR bwojamf@odm 20856 SNITW. 8T so@m Y%
TOOTIY, w%sa:))@@ ORT® TET NONOSJD 10% 0QTTBZ, BROOHS 3. 9,00,000
@aﬁozscsﬁ@;m BR0DT. SRR xom@o 3, msa GNﬁ%CS gw. 15,00,000 Poeds
20% @oﬁm;zszﬁw SRIATMSY) mﬂpsj Homeror 0BT RIRTTEIND, 3%?&36@
BRRITTH DF, & E,.NOON, @m B38de 30TAIN 35% 3on 33 B 15%

20TV CTTER G,
a) AR TR ETE Swood (NOI) JFeITZ, WRBROD T NONOSJJ :@@a‘)m

b) QY TIPFETHD STOD (NOI) 25o8=, werdeom, Xy Y oﬁrﬁ@ﬁ
OB 2t 20 %% (Ko) o, J3, Tos.

9. A company has the following amount and specific costs of each type of capital:
Source offinance  Bookvalue (Rs.) Market value (Rs.) Cost of capital (%)

Preference share ,

capital 1,00,000 1,00,000 08
Equity share capital 6,00,000 12,00,000 13
Retained earnings 2,00,000 --- ---
Debt 4,00,000 3,80,000 05

Determine the WACC using Book Value Weights and Market Value Weights.
2,000 BOTIOW 5 FYNT Oe30D WOBTYT B HF) VQFF BRI, BoHHE:

TEOTOAT TR TAB :5306 (TwR.) m&%% 533@6 (TR.) WOBRTRYT ﬁzg (%)
ﬁﬁcﬁééo:b T WOTBTE 1,00,000 1,00,000 08

éegwe e WOTBTRY 6,00,000 12,00,000 13
VPIBROBTVE NYINED 2,00,000 ——— -—

ESDIS) 4,00,000 3,80,000 05

THRF AP, AT I FPWIY, BPY, JeTIDy wYAERoB WACC b, AFFOX.

[P.T.O.
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10. Explain the factors affecting the dividend policy of a company.

1.

F0T0H SRLPOT S0 S TOFTOT Ve WOBNYRY, DWOA.

P wants to acquire Q by exchanging 0.5 of its shares for every share of Q.
The relevant financial data is given below.

= Q

Earnings After Taxes (EAT) (Rs.) 9,00,000 1,80,000
Number of equity shares outstanding 3,00,000 90,000
Market price per share (Rs.) 36 20

Calculate -

a) EPS & P/E ratio of both the companies before acquisition.

b) The number of equity shares required to be issued by P for acquiring Q.
c) EPS of P after acquisition.

d) MPSof P afterthe acquisition assuming its P/E multiple remains unchanged.

Q3 I3 HAeor 0.5 wedari@;aio AT m@%m%a Doz P somdow Q
ﬁoeu@OfD?}D BBONEN w@ma’d Nowoéé TOTO émcﬁmfa’n SN ébecéermcﬁ

P Q

SoRRY 50303 wmeod (EAT) (5%.) 9,00,000 1,80,000
8 GoPOTT Stk Bedne [oy 3,00,000 90,000
B2 Heor P BS (3m.) 36 20

3 FINSHNERY, JOTERRWO.

a) md@ezsw@,%&w%aﬁ BHTO 20RR FoBAING EPS 308y P/E ©008.

by QD MEesTRRERYLY P 20T Deddemn Si3pde Reddnw B0,

¢) mpesTaNRE 3033 P3 EPS.

d) Cpes Q28008 3083 P3 MPS 98 P/E &09xe* wcsesaricﬁ NPRT.
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Answer the following question. Each carries Eight marks.
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SECTION-D
N - B

(1x8=8)

39NT I w0302, J3ckeomER, Doty WoBNE RAONTHIT.

12. a)

ABC Ltd. is considering investment in Project X requiring original investment of
Rs. 6,00,000 and generate CFAT during its 8 years life as given below.

Year

1

2

3

4

5

6

7

8

CFAT

1,14,000

1,35,000

1,07,000

1,14,000

1,31,500

1,42,000

1,45,500

1,67,500

(Rs.)

Using NPV method, suggest whether Gem Ltd. whether it should invest in Project
X if the risk-free rate of return is 8% and risk premium rate for the Project Xis
4%. (Calculate Net Present Value of the project based on risks adjusted
discount rate.)

ABC 90esz® —oﬁ? X9 ara@éojma w@ﬁséwéd VBT RO TDHRBF TNR.
6.00.000 rx@b 8@;7? ae@cﬁmoé 93T 8 m:ms a%eéb@w@ofo@ CFAT @m

~ASTTN

BROOWET.

=SIe | 1 2 3 4 5 6 7 8

CFAT |1,14,000 |1,35,000 (1,07,000 |1,14,000 |1,31,500 1,42,000 |1,45,500 |1,67,500
. (Rs.) |
NPV WITDR), WIRBROW, WTOH- [N STONT BTy 8% SNT3 B

TREE, X1 @“‘aojacs QLNONO TWTF) 4% SNBT T Capfatod XS@ BoG3

mmﬁe%e QO 3= @m&écsfﬁ R,

(OR/eo5z0)

RST Ltd. has a capital of Rs. 10,00,000 in equity shares of Rs. 100 each.
The shares are currently quoted at par. The company proposes to declare a
dividend of Rs. 10 per share at the end of the current financial year. The
capitalization rate for the risk class to which company belongs is 12%. What will
be the market price of the share at the end of the year, If?

2 [P.T.O.
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a)
b)

c)

A dividend is not declared
A dividend is declared.
Assuming that the company pays the dividend and has net profits of

Rs. 5,00,000 and makes new investment of Rs. 10,00,000 during the
period, how many shares must be issued? Use the MM Model.

RST Ltd. § 2o®@=0¢ dw. Ss3pde RedneY 10,00,000 (3o Se. 100) &N,
ReDNYD, BB eSS ToN emeie@‘:),oemﬂd BOTAOID TFT BJroTOR WRET
BRJ0NY T Feort dwe. 1Y COLROTT/R), TFUOCAIL TAOLAT. FOTIOID
ROTVH BHTOONT wﬁréé WORDPETTE WP 12% SNT. IYFOT® FOTHFNRTY
200 Bed, BRET FRFONY XedF [FY BS HTANIH?

a)
b)
c)

TOLWOTTR), TFURCATTONY.
mmossm TRCARTONT.

FOTAOIN ToEROTHI, TRVSWIT B Ssgfé oo TR. 5,00,000 B
AL maéojaaﬁa dra 10,00, OOO TNGT e ﬁedsmﬁm& QeTBe3eB9

MM =m0 030D, &)%%




