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(b) The cost of a riew m_ObﬂG phone is Rg 10,000 If the 3
' . PN 2 b te

as- : s ‘-: . ! . .
ide now to provide this sum in five years?

-2

Scanned with CamScanner



A present value method, ang

) grofitability index methog, | |

;TR H o e 4 oo e i
:lélélﬁlgéhasz,a,-._machinc which-has been in oppxg;i__pn(fgr 3
. Is remaining useful life is 8 years with no salvage
ke, 1 cyrrent market value s Rs. 2,00000. The
g a proposal to purchase a new.

any is considerifs = = T PR,
- o replace the existing machine. The

de] of achine e ot o e
¢ R ;s given below:
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Existing Machine  Neyy Machip,
Cost of machine Rs. 3,30,000 Rs. 10,00,0009

Estimaté& life | 11 years 8 years

Berkion /v mava g o

—

Salvage va}ue ‘ mni_l Rs 40 0{)0

Annual output e ' 30000 umts 75000 umts

<
O

Sellingprice pee ynit . .- Rel5 | 13;;._1—5
Anﬂﬁal':—Qpcfati_ng=f'hours G e 30,(10 R 3000

Matéi-ﬁi-arféfd‘s‘t: perunit ' Rs.4 <R

Labour cost per hour U Rs 40 " Rs.70

Inun'ect cash cost per annum Rs 50000 | Rs 65000 |
The company follows the stralght lme method of | ( L
deprecxatlon The corporatc tax rate is 30% ABC Ltd does

not make any investment. 1f it ylelds less than ‘2% Advxse

E:ABC Ltd whether the ex1st1ng machme should _ _

or not. Ignore capntal gam fax.’

i 7 s o o

.%IWW‘-ﬂ%é‘rm@% ik S Sy
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‘ _ : , \\\\ \
T2y g e ¢ \R
£ T 3,30,000 10,00,000 ‘a.

A )"«'" G‘"’Q’ £ 2 11 o< 8 gt

K o T . 40,000
T R e
hi: %lq Hﬂ Eri%rql%ia R IORea 15 -50

- s T w2 3000 - 23000

mgﬁr@? .. 4%0- 4%0.
gﬁT 'EI'ET 40'60 a1 150:
Wﬁnﬁra&f 50000 To 65000 o
ot e 2 e e RS T Srgeor vt 1 e
a?rzt 30% %1 ABC fifires & Py & & =y
ui%wé‘u% %Wm’oﬁr%l ABcﬁ'iﬁré-saﬁ
aﬁni&hwamvaﬁwmﬁqaﬁrql 15

2 nncal in all respects except in terms of theu' capltal,

n ture Followmg mformatmn is avallable
N Ll -' U ‘Ltd.
EBIT (Rs) - 4000100,000 500,000 ) ke
.f ._;'12% debentures (Rs) 500 000 R NIL
Equlty capltahzanon rate R 20% _ 16%
. culate the values of two ﬁrms and 1llustrate usmg MM
| rOach how an mvestor holdmg 10% shares of I Ltd
be lN:neﬁtted by swnchmg over hlS mvestment from L

5 e PTO.
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ﬁfﬁaaﬂruﬁiﬁhﬁmﬁm%ﬁg{g&gw_
m%maﬁﬁﬁmﬁ?%lﬁwﬁﬁaﬁ

gEAE I €
| L ﬁﬁi? U fa.ﬁég
~EBIT: ('60) o 154 100 000 . 500,000
12% TR ("50) ' SOO;QQQ.:._,_ e
Eﬁ%Fﬂéﬂ-11?ﬂ25?“T ETT : 2()96“iv o 16%

P L i E ﬁ-asr U ﬁ?rffrég $a o ;} :
Fﬂw i aﬁvm ' |

o (Bmar) |
The capnal structure of XYZ Ltd. is as under

9% Debentures (Rs. 100) - “Rs.2,75,000

11% P reference hares (RS 100) Rs 2 25 000 .

--‘I,have 20% ﬁoa . ‘tlbn cost

dcbenture is Rs 105

7867
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——
f (ii) Equity-sh

i are h,
Price Per ¢ S Rs. 4 floatation cost and market

. of

as a Practice of
3 | Paying all
~In the form of dividends. g |
; JGiCorporate income tax rateis 359,
pulate welght@:‘d-‘?hyerage cost of capital using (i) book |
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gyxﬁﬁqrﬁaaﬂaamw(n)gmﬁimmﬁ (ii) IR
e W, mmmqﬁmm' 15

4. (a) Explain Gordon’s dividend model. What are its

shortcomings?

mmmﬁmﬂmlmmm

g2 5372 7
" (b) The cammg per share of a company is’Rs. 20. The

face value of thc share is Rs. 100 Thé rate ‘of return

for the company is 25% and capltahzatlon ‘rate of risk

ass is 12 5%. If Walter’s model is used

(i) What should be the optlmum payout rat10‘7

(ii) What should be the market prlce per share at (,'

optlmum payout rano"
(1u) If company has a D/P ratlo of 25% what would be

the pnce per share"

_t{amﬁra&uﬁfs’lﬂrmzom%ls’mwaﬁ%ﬁ
{alooao%lmﬁ%ﬁfqaﬁmﬁﬂzs%%aﬁr
a‘rﬁawzﬁrgeﬁmums%%uzrﬁmmﬂ
yam T s A
(l)mmﬁmwamm%q?
(n)mmﬁmwmﬁmw,@w

g =ifeT?
(m)uﬁamﬁmmpm o5 &
FHHT T B2 a}gﬁfﬁm _
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Or. (GN'QT) 3
( ';? gl . s
;is‘ a stable dividend policy? Why should it be

“' . Jt earns a. rate of 15% on its. mvestment and has a

}cy of retammg 50% of the earnmgs If the

‘ 10 } 6o Ent?’r 50,000 Tsmur ?r.%i aﬁﬁﬁsﬁ 9
%a&n%mm%aﬁtwﬁmﬁmaﬁ
m%%luﬁtﬁ#aﬁmma
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Annual finished good§ inventory RS'.8’009000
Average finished goods stock held -~ " Rs: 4 o
RS. 8940,000 3

_ Total cost of sa]es

: Compute
(i) Net operatmg cycle penod

(i) The number of operatmg cy CICS in‘a y L

vk _"(111)The amount of WOfkmg Capltal

URSIE T . 30&‘:{

6, oo ,060 ao

]

Pl m aﬁm e 500 000 Fo
LRI ST 30,000 %
e f._ffs 00,000 5o
PPHIIRED el et 0,000 9 -
2 3 5.-. 8 40 ,000 '60

| i) Fefsfrer S Eﬁr m, ‘
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Or (GWEIT)
rhe following are the detais regarding the operation

ofal ﬁrm durmg a penod of 12 months

7

Sales ot b o Rs 12 lakhs
|selling price per unit i Rs.10
Vmable cost per unit o | Rs. 7

: Total cost perunit e ; Rs. 9

/ Credit penod allowed to customers one month

The firm 1s con51denng a proposal for a more hberal

onths The relaxation is expected to increase the sales :
by 25% from its exnstmg level. Advise the firm
fsarding adoptxon of new credlt pohcy assuming firm’s

fquired rate of return on investment is 25%.
| %ﬁm&r%é\'{mtﬁﬁaﬁmeﬁﬁwﬁa

- 12 91F To

a Hﬁtﬁr Eﬂ?r {ﬁ? o 10 To
T dFe gfa q\ﬁz i 7 To
T'ﬂ’ﬁ -gf‘ar ‘lﬁz - *.:'7" ol
‘ e _ ety PTO |
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(b) Differenti'atef between permanentworkmgcapltal and

temporary woerg capltal
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