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Maulana Azad National Urdu University
M.Com. 111 Semester Examination, December 2023

Paper : MMCM304CCT : Advance Financial Management

Total Marks : 70 Time : 3 hours
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Year Estimated Inflows
2002 12,000
2003 15,000
2004 18,000
2005 25,000
2006 30,000

1 :Jlr



(Interest Rate);rc/&/;'d%ngJ&;/'g (Scrap Value)c,«g?f'J%;/S,OOOufZ(C’WLJqu,{.g
_ufg‘LJ’f}t‘a’&{.’;{,fq:uﬁ‘aﬁmuf/@.,wb/Present Value-< < Ulss! 10%

e, U6 g ook (Cost of Debt) e ISP AL st i pp sl isdediy e 3
‘LJV(Y)oV (Total Period)c«mﬁ!f;’iuj‘éd;tg(Debentures)Jf;‘;”,uﬂ.’IlZ% 5%512,00,0002_
/;id%ngf (Cost of Debt):jud/u.’/“

a. Issued at par
b. Issued at 10% premium
C. Issued at 10% discount

_ujfé./l)b/(Cost of Equity):fuJ&f'&%ﬂABCJV&@LPJ@ﬂ 4
Company wants to issue 20,000 new shares of Rs. 100 each. The flottion cost is 5 percent. The
company has paid dividend of Rs. 14 per share in last year and its is expected to grow by 7 percent p.a.

a. In case of new issue of share

b. In case of existing share assuming the market price of share as Rs.160 per share.
J"/’/uy.c;J:.‘ﬁ;((Scope)/b/o/”lwl(Nature):«,’]u(wulun/’/...?y/"'J(Financial Management)(t&?'l[}yl. 5
_ﬁg_fui/‘% (Importance):azﬁlJf@'l&ytéﬁf%zgm{ 6
_é.//c;ou"ﬂb@;?‘gg (Pay Back Period) :,,au(uqblu(&if?;/? 4
Project requires a cash outlay of Rs. 20,000 and generates cash inflows in the next 4 years

which as follows;

Rs 8,000, Rs. 7,000, Rs, 4,000; and Rs. 3,000
SO ENPV AL =l i 8

A company requires an initial investment of Rs. 40,000. The estimated net cash flows are as

follows:

Year Cash Flow

1 7,000

7,000

7,000

7,000

7,000

8,000

10,000
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15,000

Use 10 percent as the cost of capital
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527 %&:gw(Value of the firm) c,«gd/(/'&lb'i (Net Operating Approach) @){’ﬁu@;{fy"({’

_uf/@.,wb/(Equity Capitalization Rate)
A company expects a net operating income of 1,00,000. It has Rs. 5,00,000 6% Debentures.
The overall capitalization rate is 10%
What if the debenture is increased to Rs. 7,00,000 what will be the effect on the value of the
firm.
(e
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uj‘J 5" (Expected net cash flows after taxes and before depreciation)

Year Cash Flow
1 14,00,000
14,00,000
14,00,000
14,00,000
14,00,000
16,00,000
20,00,000
30,00,000
20,00,000
8,00,000
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The rate of cost of capital is 10%

You are required to calculate:

i) Pay-back period

i) Net Present value at 10 discount factor

iii) Profitability index at 10 discount factor

iv) Internal rate of return with the help of 10% and 15% discount factor

:ug‘j“;'@/;owﬁyc(Capital Structure)él«»ﬁLLL/LJ{
(Overall Cost of :fUJr{d;L/LnZ_/UW'K (Market Value) ks> ols (Book Value)yfzu{

_uf/@.,wb/Capital)
Source of funds Book Value Market Value Cost of Capital
Debentures 4,00,000 3,80,000 5
Preference capital 1,00,000 1,10,000 8
Equity Capital 6,00,000 12,00,000 13
Retained earning 2,00,000 9
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d/u“i&‘,:g'(Value of Firm)c,«gd/(/};ud/oLPJ}'@»&WZ(Traditional Approach)}'f}?a}&b/ A2

_uf/éb,wb/(Overall cost of capital):ﬁJJﬁd/LL//ﬂ(Value of Equity Share)e.d
Net operating income Rs. 1,00,000, total investment Rs. 5,00,000. Assume that
Rs. 5,00,000 debentures can be raised at 6% rate of interest whereas Rs. 4,00,000 debentures
can be raised at 7% rate of interest.
Equity capitalization Rate:
a) If th firm uses no debt 10%
b) If the firm used Rs. 5,00,000 debuntures 11%
C) If the firm uses Rs. 4,00,000 debentures 13%

L/)Mfﬁ’gggmu/ug‘;ﬂi/ (Types of Dividend)L3ISu1-f /2 /S (Dividend) iy .13

-

_L):/J?,J;%(Factors Affecting Dividend Policy) Sy

S TS S Y,
(Types of Working Capital) (U"ig}/ﬁ{..é@ (a
(Factors Determining Working Capital) J15%7_1sd_ /% K‘ﬁ'{.f@ (b

(Operating Cycel) K VVGQ{T (c
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