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M.B.A.  (Financial Administration) Examination 

 
 

Fourth Semester 

CORPORATE FINANCE AND TREASURY MANAGEMENT 

                                 [Max. Marks: 90       
 

Special Note% World limit for answer of each question is 250 to 300 words. 

Note%  Attempt any two questions from Section A. Attempt any three questions from 
Section B. Each question carries equal marks.  

   

Section A 

 

1. Discuss the utility of financial statement. Which of the statement are frequently used by 
financial managers? How are they useful in corporate financial strategies and decisions? 

 
 

2. Enumerate different types of mergers. What are the potential economic advantages from 
mergers? Also explain various defensive strategies used against a hostile takeover bid? 

 
 

3-  What is Working Capital? On the information of a new business, what consideration are 
taken into account in estimating the amount of working capital required? 

 
 
 

 Section B 

 

4-  XYZ Ltd wants to acquire ABC Ltd by exchanging its 1.6 shares for every share of ABC Ltd. 
It anticipated to maintain the existing P/E ratio subsequent to the merger also. The relevant 
financial data are as under : 

 XYZ Ltd. ABC  Ltd. 
Earnings after tax (EAT)  Rs. 15,00,000 Rs. 4,50,000 
Number of Equity shares outstanding(N) 3,00,000 75,000 
Market price per share Rs. 35 Rs. 40 

(a) What is the exchange ratio based on market price?  
(b) What is pre merger EPS and the P/E ratio for each company? 
(c)    What is the EPS of XYZ after the acquisition? 

(d)  What is the expected market price per share of the merger company? 

 
 

5-  From the following projection of XYZ Ltd. for the next year, you are required to determine 
the working capital required by the company :- 
Annual Sales                                                                                Rs. 14,40,000 
Cost of production (including depreciation of Rs. 1,20,000 )     Rs. 12,00,000 
Raw material purchases                                                              Rs. 7,05,000 
Monthly expenditure                                                                   Rs. 30,000 
Estimated opening stock of raw material                                  Rs. 1,40,000 
Estimated closing stock of Raw material                                   Rs. 1,25,000 
Inventory norms :- 
Raw material               2 months 
Work in Progress         ½ months 
Finished goods             1 month 
The firm enjoys a credit of half a month on its purchases and allows one month credit on its 
supplies. On sales order, the company receives on advance of Rs. 15,000. You may assume 
that production is carried out evenly throughout the year and minimum cash balance 
desired to be maintained is Rs. 35,000. 

 
 

6-  Using the following data complete the balance sheet given below :- 
Gross Profit                                                        Rs. 54,000 
Shareholder Equity                                            Rs. 6,00,000 
Gross profit ratio                                                      20% 
Credit sales to total sales                                        80% 
Total assets turnover                                           0.3 times 
Inventory turnover                                                 4 times 
Average collection period (360 days a year)         20 days  
Current ratio                                                           1.8 
Long term debt to equity                                        40% 
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 Balance sheet 
Creditors                                 -----------        
Long term                               ----------- 
Debt                                        ----------- 
Shareholders  Equity             ----------- 

Cash                                     -----------    
Debitors                               ----------- 
Inventory                             ----------- 
Fixed Assets                        ----------- 

                                               -----------                               
                                               -----------  

                                            -----------                             
                                            ----------- 

 

  
 7- Prepare Cash Budget for three months ending 31st Dec. based on the following : 

(a) Cast at Bank on 1st Oct Rs. 60,000 
(b) Salaries and wages estimated monthly Rs. 20,000 
(c) Interest payable Aug, Nov. Rs. 10,000 
(d) Sales, purchases and Expenses :- 

Particulars Sept. Oct. Nov.  Dec. 
Cash Sales  2,80,000 3,04,000 2,42,000 
Credit Sales 2,00,000 1,60,000 28,000 2,40,000 
Purchases 3,20,000 3,40,000 4,80,000 3,60,000 
Other Expenses  40,000 44,000 42,000 

(e) Credit sales are collected 50% in the month sales are made and 50% in the month   
     following. 
(f) Collection from Credit sales are subject to 50% discount of payment if received during he  
     month of sales and 2.5% if payment is received in the month following. 
(g) Creditors are paid either on a prompt on 30 days basis, 10% of the creditors are  
      estimated to be in the prompt category. 

 
 

 
 

 8- A company proposes to sell 10 year Debentures of Rs. 10000 each. The company would repay 
Rs. 1000 at the end of every year and will pay interest annually at 15% on the outstanding 
amount. Determine the present value of the debentures issue if the capatalization rate in 
16%. 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 _________ 
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