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ADVANCED FINANCIAL MANAGEMENT

Time allowed : 3 Hours]

Paper-MC-302

[Maximum Marks : 80

Note : Attempt five questions in all. Question No. 1 is
compulsory. Attempt any four questions out of the
seven remaining questions carrying 14 marks each.
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Compulsory Question ( Al 9oT)

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

6x4=24

frefafeq v s gwee 7 Sw difse: (150 veR o
Jdh)

@

(i)

What is essence of Gordon’s Dividend Model?
e & A9 Wi 1 G- 1 872
From the following details, calculate the market

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

Earnings per share (E) =3 5;
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(iii)

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%?

frefafea fooron 9, acer & A@ed &1 ST
o fordt wH & e W % GNR g
T ShifeTd:

3fd TR 3™ (E) = % 5;

gfd IR ars (D) = T 3;
fraer | e = R (1) = 10%;
gsit st @rd (k) = 10%

I AL PIAA I 60% HI IAHM I o TAM
W 100% § 9 F S TR % 9NN e | i
EECIE NI

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:
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(a) Current value of the firm

(b) Overall cost of capital.

751 fafgee %1 EBITZ 1,00,000 81 Fo1 o1 3R
foad oot # STEm A 2 wH % U™
35,000,000 % 10% fes=r & o ®d &1 gl
TSHRTOT T 15% ©1 STUH] e 0T FHTAT Tewash
2

(a) THH H FAUE oI
(b) TSt s KA AN

(iv) What is Indifference break even leverage?
ST FH-A S F 22

(v) Issues in Financial Management of Sick Units.

FASIR THEA o o gaeq & qRl

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

necessity.
I H TE-SE FM T THH SFAGUROT T

SATIITehdl HHLATSA|

What are types of dividend policies? Describe the
suitability, merits and demerits of each policy. Also

explain meaning of irrelevance of dividends. 14
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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
T [UEMAE S & UH gqqd H 1,00,000 sfeed
I 2 100 TOF W fawm @ € FT H oA a6 %
E 2 10,00,000 FT IE A AR FE w1 SEAE 2
IR 9% =] 9 & ofd § 2 6 Ufd IR 1 e v
FH R R # W T 3@ 7 20,00,000 F AT fE
*1 FEE € 3R wOA w1 gt @ (k) 10% 21 THEH
Hied &1 FeEd ¥ TR DIV foh T 1 A His
A TRl @l

What is corporate restructuring? Explain types of

corporate restructurings and issuers’ motivations for
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pursuing them. Also explain different restructuring

strategies. 14
HIANS TS o1 8?7 SRS Tied & WhR IR S
3N 9@ & U Sihdiell i UM i AT ity
fafy= gfea Trifaal @t o =me sl

Answer the following questions: 14
frefafed g & 3w ST

(a) How does the merger bring financial benefits and

financial synergy?

foerm fadfta ow &R o deda S8 o
??

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

mergers and acquisitions?

faoa o eifmemr & dgd godled & fog
ST, gitewivn o1 ST w9 fma S 22
(c) What is swap ratio and how it is arrived at?

WU I 7 SR 38 A e S €2

(d) What are the issues involved in Financial

Management of Sick Units?
FASR ThERAl & fodig wEEA A e g wnhe
€2
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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

o gfe @ oy @ gme B2 Sefafy o sger wd
% qod W 1 99E ggar 82 e wd & foxfa gden
% | TR STl

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

Tt (Y w1 v sfmew iR sifepeon)  fafwm,
2011 % Teq ‘eAfemEURdl’ o ‘wee S’ % wH=
TPy w27 TR few, ggw sEm eI sifmew
gfed waRe e &@l &1 it wE hi Aihar ot
BEE

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
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