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ADVANCED FINANCIAL MANAGEMENT

Paper–MC–302

Attempt questions in all. Question No. is

compulsory. Attempt any four questions out of the

seven remaining questions carrying 14 marks each.

Time allowed : 3 Hours] [Maximum Marks : 80

1. Explain/Answer the following parts: (150 words each)

6×4=24

(i) What is essence of Gordon’s Dividend Model?

(ii) From the following details, calculate the market

value of equity shares of a firm by using Walter’s

model:

Earnings per share (E) = 5;

Note : five 1

Compulsory Question

dqy ç'uksa ds mÙkj nhft,A iz'u la[;k vfuok;Z gSA

lHkh iz'uksa ds vad leku gSaA 'ks"k lkr iz'uksa esa ls fdUgha pkj

iz'uksa dk mÙkj nhft,A izR;sd ds fy, 14 vad gSaA

fuEufyf•r Hkkxksa dks le>k,a @ mÙkj nhft,% (150 'kCnksa esa

izR;sd)

xkWMZu ds ykHkka'k ekWMy dk lkj D;k gS\

ik¡p û

(vfuok;Z iz'u)
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Dividend per share (D) = 3;

Rate of return on Investment (r) = 10%;

Cost of capital (k) = 10%

Will there be any change in the market value of

equity share if the dividend payout ratio is 100% in

the place of present rate of 60%?

(iii) Indra Ltd. has EBIT of 1,00,000. The company

makes use of debt and equity capital. The firm has

10% debentures of 5,00,000 and the firm’s equity

capitalization rate is 15%. You are required to

COMPUTE:

fuEufyf•r fooj.kksa ls] okYVj ds ekWMy dk mi;ksx

djds fdlh iQeZ ds bfDoVh 'ks;jksa ds cktkj ewY; dh

x.kuk dhft,%

çfr 'ks;j vk; ( ) ¾ 5_

çfr 'ks;j ykHkka'k ( ) ¾ 3_

fuos'k ij fjVuZ dh nj ( ) ¾ 10»_

iwath dh ykxr ( ) ¾ 10»

;fn ykHkka'k Hkqxrku vuqikr 60» dh orZeku nj ds LFkku

ij 100» gS rks D;k bfDoVh 'ks;j ds cktkj ewY; esa dksbZ

cnyko gksxk\
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(a) Current value of the firm

(b) Overall cost of capital.

(iv) What is Indifference break even leverage?

(v) Issues in Financial Management of Sick Units.

(vi) What is buy-back of shares? Explain it concept and

necessity.

2. What are types of dividend policies? Describe the

suitability, merits and demerits of each policy. Also

explain meaning of irrelevance of dividends. 14

baæk fyfeVsM dk 1]00]000 gSA daiuh ½.k vkSj

bfDoVh iwath dk mi;ksx djrh gSA iQeZ ds ikl

5]00]000 ds 10» fMcsapj gSa vkSj iQeZ dh bfDoVh

iwathdj.k nj 15» gSA vkidks fuEu x.kuk djuh vko';d

gS%

iQeZ dk orZeku ewY;

iwath dh dqy ykxrA

mnklhurk le&ykHk mÙkksyu D;k gS\

detksj bdkb;ksa ds foÙkh; çca/u ds eqísA

'ks;jksa dh ck;&cSd D;k gS\ bldh vo/kj.kk ,oa

vko';drk le>kb;sA

EBIT

(a)

(b)
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3. A chemical company currently has 1,00,000 equity shares

selling at 100 each. The firm expects to earn a net

income of 10,00,000 during the current year and is

contemplating to declare a dividend of 6 per share at

the end of the current year. It has a proposal for

a new investment of 20,00,000 and the company’s

cost of capital (k) is 10%. Illustrate with the help of

the MM model that payment of dividend does not

matter. 14

4. What is corporate restructuring? Explain types of

corporate restructurings and issuers’ motivations for

ykHkka'k ikWfyfl;k¡ fdl çdkj dh gksrh gSa\ çR;sd ikWfylh dh

mi;qÙkQrk] xq.k vkSj nks"kksa dk o.kZu dhft,A ykHkka'k dh

vçklafxdrk dk vFkZ Hkh le>kb;sA

,d jklk;fud daiuh ds ikl orZeku esa 1]00]000 bfDoVh

'ks;j 100 çR;sd ij fcd jgs gSaA daiuh dks pkyw o"kZ ds

nkSjku 10]00]000 dh 'kq¼ vk; vftZr djus dh mEehn gS

vkSj og pkyw o"kZ ds var esa 6 çfr 'ks;j dk ykHkka'k ?kksf"kr

djus ij fopkj dj jgh gSA blesa 20]00]000 ds u, fuos'k

dk çLrko gS vkSj daiuh dh iwath ykxr 10» gSA ,e,e

ekWMy dh lgk;rk ls Li"V dhft, fd ykHkka'k dk Hkqxrku dksbZ

ek;us ugha j•rkA

(k)
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pursuing them. Also explain different restructuring

strategies. 14

5. Answer the following questions: 14

(a) How does the merger bring financial benefits and

financial synergy?

(b) How is the DCF approach used for valuation under

mergers and acquisitions?

(c) What is swap ratio and how it is arrived at?

(d) What are the issues involved in Financial

Management of Sick Units?

dkWikZsjsV iquxZBu D;k gS\ dkWikZsjsV iquxZBu ds çdkj vkSj mUgsa

vkxs c<+kus ds fy, tkjhdrkZvksa dh çsj.kkvksa dh O;k[;k dhft,A

fofHkUu iquxZBu j.kuhfr;ksa dh Hkh O;k[;k dhft,A

fuEufyf•r ç'uksa ds mÙkj nhft,%

foy; foÙkh; ykHk vkSj foÙkh; rkyesy dSls ykrk

gS\

foy; vkSj vf/xzg.k ds rgr ewY;kadu ds fy,

Mh-lh-,iQ- n`f"Vdks.k dk mi;ksx dSls fd;k tkrk gS\

LoSi vuqikr D;k gS vkSj bls dSls fudkyk tkrk gS\

detksj bdkb;ksa ds foÙkh; çca/u esa D;k eqís 'kkfey

gSa\
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6. What do you understand by financial restructuring?

How does it impact the value of firm in the long run?

Give some examples of financial restructuring of any

firm. 14

7. What are the general obligations of ‘Acquirer’ and

‘Merchant Banker’ as under SEBI (Substantial

Acquisition of Shares and Takeovers) Regulations, 2011?

Also explain the procedure to evaluate corporate

investment actions, including equity investments, joint

ventures, and acquisitions. 14

8. Explain the meaning and different types of takeover bids.

Can unlisted companies affect takeovers? If so, how?

Also explain the relevant provisions of the Act regarding

buy back. 14

foÙkh; iquxZBu ls vki D;k le>rs gSa\ nh?kkZof/ esa bldk iQeZ

ds ewY; ij D;k çHkko iM+rk gS\ fdlh iQeZ ds foÙkh; iquxZBu

ds dqN mnkgj.k nhft,A

lsch ('ks;jksa dk i;kZIr vf/xzg.k vkSj vf/xzg.k) fofu;e]

2011 ds rgr ^vf/xzg.kdrkZ* vkSj ^epZsaV cSadj* ds lkekU;

nkf;Ro D;k gSa\ bfDoVh fuos'k] la;qÙkQ m|e vkSj vf/xzg.k

lfgr dkWikZsjsV fuos'k dk;ks± dk ewY;kadu djus dh çfØ;k Hkh

le>k,aA
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vf/xzg.k cksfy;ksa dk vFkZ vkSj fofHkUu çdkj dh O;k[;k

dhft,A D;k vlwphc¼ daifu;k¡ vf/xzg.k dks çHkkfor dj

ldrh gSa\ ;fn gka] rks dSls\ ck;cSd ds laca/ esa vf/fu;e ds

çklafxd çko/kuksa dh Hkh O;k[;k dhft,A
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