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All questions carry equal

1. Distinguish between Shares and Debentures. Why
do the Companies finance their projects through
debentures ? What are Convertible debentures ?
Why are such debentures issued ? Assess the effect
of their conversion on the Net Worth of a
Company.

2:

Distinguish between Mergers and Take-Overs and
explain different forms of mergers. What factors
motivate the companies to merge ?

\ 3. What is Venture Capital ? Explain its chief
characteristics and distinguish it from the
development finance provided by financial
institutions.
Give a brief account of the financial
instruments through which Venture Capital is
provided.
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4.

What do you understand by Economic Appraisal
of a Project ? Why is it necessary ? What aspects
of a project are examined under economic
appraisal ? Explain Social Cost - benefit appraisal
in this regard.

5.

What do you understand by Euro Currency
Market ? Describe the different instruments
through which capital may be raised in Euro
Currency Market and briefly state their chief
characteristics.

6.

(a) What is Earned Value Chart ? For which
purpose is it used ? Explain with a diagram.
(b) What is meant by Project Life Cycle ? Explain
the various stages of Project Life Cycle and
the areas on which focus of attention is
centred in these stages.

7.

Write short notes on :
(a)
Divestiture
(b) Sensitivity Analysis
(c)
Assets Securitisation
(d) Term Loans for Industries

8.

The following is the Capital Structure of S. Co. Ltd.
as one 31 st December 2015.
Equity Shares : 10000 shares
of 100 each
10% Preference Shares
of 100 each
12% Debentures

10,00,000
4,00,000
6,00,000
20,00,000
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The market price of the Company's Share is of
110 and it is expected that a dividend of 10 per
share would be declared for the year 2015. The
dividend growth rate is 6% :
(a)
If the Company is in the 50% tax bracket,
compute the Weighted average cost of
capital.
(b) Assuming that in order to finance an
expansion plan, the company intends to
borrow an amount of 10 lakh bearing 14%
rate of interest, what will be the company's
revised weighted average cost of capital ?
This financing decision is expected to
increase dividend from 10 to 12 per share,
but the market price of equity share is
expected to decline from 110 to 105 per
share.
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