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(2)
] o _ “Financiall management has expanded in jtg scop; : ; )
last few decades Discuss and contrast the sah ent i
‘of the traditional and modem approaches 4 ﬁnanchl_
management. _ ' y :
‘(b) The it;come statement of PQR .Ltd. for the cmt wl _-
| is as follows :

Particulars Amount @) | mﬂg '
: e o R o 200000 ;'.
Lé&: - Costs By, |

Materials ek :.- 2,00,(1)0
.dh& Operating coss | 80000 |
6,00,000
L0000
|

- £nonni
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~ if not replaced, for a few years more. It is believed that

(39" P
The plant manager proposes to replace an existing
machme by another machine costing ¥ 2,40 000 The new

machine will have 8 years life having no salvage valye.
It is estimated that new machine will reduce the labour
cost by ¥ 50,7000 per year. The old machine wil| realize

Z 40,000. Income statement does not include the

depreciation on old machine (the one that is going to be

replaced) as the same had bcen fully depreciated for tax

purposes last year though it will still continue to function,

there will be no change in other expenses and revenues

of the firm due to this replacement. The company requires ;

‘an after-tax return of 12%. The rate of tax applicable to
¢ompany‘s'in¢0me is 30%. S'ugg_e::st whether the company

should buy the new machine, assuming ‘that the _compahy

follows straight line method of depreciation and the same

is allowed for tax purposes. T
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(7) | 1207
At the eﬁd of third ye‘ar,-an additional investment of
Z 100 lakh would be required for working capital. Teﬁninal
-value_of fixed assets (sold as scrap) may be taken as
10% and for the current assets at 100%. Glive suggestion
~ to EFG Technology Ltd. regarding taking up the new
project. i i
“oq St dew o ?ﬁ 1 frm % -
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(9) 1267
of capital (k,) _using Market Value Weights. The present

book value capital structure of MNO Ltd. is :

(Amount in )

Deben_tnres (X 100 per debenture) 10,00,000
Pre_ference Shares (¥ 100 per share) . 5,00,000

i Eeuity Sh.eres (2‘ 10 per Share) - 20,00,000
Retained Eaminge ' * 5 5,00,000

| | 400000

All these secuntles are traded in the capltal markets.

Recent prices are : debentures @ ! 110, preference sham

@3 120 and equlty shares @ X 22. Antlelpated external

ﬁnancmg opportumtles are :

(t’) ! 100 per debentures redeemable at par 20-year .
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®)

~as can be observed fromthe de‘talls given be

(12)

O. .

Compare Net Present Value.(N PV) with Profm,i
(PD) method of evaluatmg a capltal budgetm;
Which one is better and why ? |

There are two firms A Ltd. and B Ltd. which are igey

in all respects excépt in terms of thelr capital I
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(14) _
gy

(b)  The following is the selected financia informay:
on foy
he

year ended 3 1st March, 2016 for two ¢6mpanie's o
: : Xy

al;d YEd :

Pariiculars : 2 X Ltd. YL,
Variable cost as Percentage of Sales 66.67 A
~Interest Ex;;ense ) ' 200 | 300 3

Degree of Operating Leverage =~ | 5 | 6

Degree of Financial Ievcr'ag-e RS L e 4
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(5) From the information given below, diier |
ing y 4

(16)

= |

e ones i B_Ltd') b"@nains;-x: ,-
homogeneous risk class except in terms of capita] g, ;:

under (/) Net Income approach and (i) Net Op ._!

" Income approach : e ._

Details AL, | BLd |

Eamings before interest and tax (EBIT) | ¥2,25,000 | ¥2,25,000

EUART 1 Dl Sl .‘?'7,5,000- .

Equity Capitalisation Rate 020

Tax rate
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(@) Discuss the Modigliani and Miller approach of irrelevance

of dividends. R 4

(b) The following information i'.v: collected from the current
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(18)

What should be the dmdend Payout ragi, . 12 1
3s tg

ke
Aho :-

determine the optimum dividend payout ratlo i

the share price at I 42 by using Wajte, M-od b

market price of shares at the optimum divideng: g
ratio. What, will the mammum and minimum shape il

under this model ? e _“"_-_.

) fa= wf
JKL%ﬁkﬁaﬂﬁaﬁmﬁmﬁﬁiﬁm--"

ﬁﬁﬂﬁ !?m‘r EQl '{:I'@IT : 3,00,m ;
ﬁal'ﬂ R gfawa . MD5%
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(@)

(b

~ capitalisation rate is 109%,

(19)

1207
Or

(3teran)

What is “informatiOnal contents” of (i
vidend paymen o

- Enumerate the main determmants of d:wdend policy of
the firm.

4
X Ltd belongs to a nsk class for whlch appropriate

lt currently has oummdmg

__25000 shares sellmg at ? 100 each The firm is

contemplatmg the declaratlon of dmdend of T 5 per share

at the end of the current ﬂnanclal year The company

'expects to have a_net mcome of ol 23 laklr md lm a

_ proposal for makmg new mvestments of ? 5 lakh.

i

- Show that under MM assumptlon the paymentof dividend

does not aﬁ'ect the value of the ﬁrm Do you think MM

~model ls reallstlc w:th respect to vnluatm ? n
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Explain the Miller-Orr model of cash management. 4

GHI Limited is considering making its present credit

policy a bit strict. The company has current annual sales

~ of 2 60,00,000 and it is expected that implementation of |

the proposed credit policy would decrease the annual sales

to ¥ 48,00 1000, The average collcctlon period would
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'(b) The following mformatlon is extracted from |
ast
YQar*

Annual accounts of ABC Ltd.

. Details Ambunt per Unit @
Raw Material cost 100 g
Direct labour cost - 3750 ¢
Overheads\cost B >
Total cost = "~ “H Tapsye

Profit | -3750

L e
Selling Price v 29 ‘

The company keeps raw matenal in stock on an averag,e

for four weeks, work-m-progress in stock on an average :

| for one week and finished goods in_stoCk on an average

for two weeks. The credit allowed by suppliers is three
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(23) 1207

~ you are required to prepare an estimate of working
capital needed to ﬁnance an activity level of 1,30,000 units
of prbduction. Assume that production is carried on
evenly throughout the year and overheads and wages

L accrue s:m:larly Work-m-progress stock is 80% completed

'_ *in all respects. - 1% 11

(w)ﬁw@m%wﬁmmﬂm(soq)m
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