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1. (a)

(b)

. we fad

| (b)

2

a SUPETIOr criterjop
an

«Wealth maximization is
Do you agree? a
ve

profit maximization.”

reasons.

wer FfuealE TF HEA A g W
St e BT ST €
et | 8

A fina
sum of Rs. 35,000 an

nce company makes an offer to deposit 3
d then receive a return of Rs

3,960 p-a. perpetually. Should the offer be
accepted if the rate of return is 12% p.a.? Will the

decision change if the rate of return is 11% p.a.?
Fmt 35,000 ¥ 1 @0 T Fh I
Tl @ 3,960 ¥ gfad arget 3T & TEE F
%:zrfifam?aframz%nﬁaﬂf%a’rwuﬁ‘
mmmm?uﬁmﬁaﬁau%
fiad 2 d @ sgeR fofg S<Q ? 7
Or (319ar) '

What are the major financial decisions taken by -
finance managers?

ﬁaﬁvmwg@ﬁiﬂwmam??sf

Ramesh rented a house for 7 months at the rent
of Rs. 3,923 per month. Entire mo'ney is Ivi +h
him. He now plans to invest this money @; ;g "

to get Rs. 65,000. For how many years & p-%
deposit made to realise the desired amoun¢? 3 g
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Cﬂis,%Sﬁoﬁfd%ﬂ7fﬂB%ﬁﬁqm
', e feran | @ wn T T 3 A
Wﬁﬂg%mﬂmmﬁs,mao
mﬂMmilmﬁammﬁ%mﬁ
| ey a2 e ST A A ? .

Limited has a machine with an additional life of 5
¢ which costs Rs. 10,00,000 and has a book value
4,00,000. A new machine costing Rs. 20,00,000
is available. Though its capacity is same as that of the
old machine, it will lead to a saving in variable cost to
the extent of Rs. 7,00,000 per annum. The life of the
machine will be 5 years at the end of which it will have
a scrap value of Rs. 2,00,000. The income tax rate is

4% and as policy the firm does not make an.
investment if the yield is less than 12% p.a. The old

machine, if sold today, will realize Rs. 1,00,000; it will
have no salvage value if sold at the end of 5 years. The

company uscs straight line method of depreciation.
f old machine is also subject 1O

Capital gain on sale 0 .
the tax rate of 40%. Advise ABC Limited whether or
not the old machine should be replaced.

ABtho‘a;m@ 5 i
mﬁlom‘so FH&[ 4
Bl go H qﬂiﬂmﬁﬂmﬁl
queft s foreft # &
ﬁlmmﬂ7mﬁoﬂﬁﬂ‘f'ﬂ'ﬂiﬁﬁ

wa 9 P.T.O.

jear
of Rs.
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mﬁm%:_mmﬁmsaﬁg;%

qeiftd W STH WA A 2 T Fo § 1 amy o
w 40% 2| W @ AT R F 129% Sfoef § gy
qiftq R 98 FRw T € A I A oy
Wq’gﬁqa;@mﬁo WHWSH&W
A=Y W IR WS [ I W T e g
dieft Tar Tgfd 1 T St § | [ AR 3t fi
W s A W H R 40% & | ABC fdlo Tt g
T fF QU AR aeer &t S AT e | t
Or (1gan)

(a) R Limited is considering to instal a new projeqt
| costing Rs. 7,50,000 with life of 6 years and ng

- salvage value. The tax rate of the company is 40%

and it uses straight line method of depreciation,

The estimated profits before depreciation and tax
(PBDT) are as follows:

Year Rs.
Lonitsr 1,50,000
' | 2,00,000
2,25,000
250000
-3,00,000

J 4’ OO) 000 :
\____J

You are required to compute:

AN IVl I S R
|

(i) Paybéck period

- -
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;=":'";§_‘;Prioﬁtability index at 12% discoypt rate.

fo T T TS & A0 FY 37 framy ¢

gmaamémmao e F 6

%ﬁlaﬁmﬁmmmm
m%'wwmﬁt@‘m
DT)amﬁt:r%

et :
%

wo

1,50,000
* 2,00,000

2,50,000
-3,00,000
© 4,00,000

1
2
o ’ 2,25,000
4
5
6

Wmm%
(') A P Ty
b (n) 12% e W W W RIS e | 8

7 When do NPV and IRR give conflicting rankings
in capital budgeting? Explain with examples.

Fﬁmﬁnﬁmvammkmmmavﬁ&%
_v%?@zmmﬁql | /i

I}'r

3 3 S L
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3. (a) Calcdlate

6
Weighted Average Cost of ¢, 8
(WACC) both by book value and marke E:,131
s from the following information: g

AR Ry

weight

8% Term loan

9% Cumulative‘ preference share
capital

- |Equity share capital (1,00,000 shares)
Retained earnings
Total |

The market value of equity shares is Rs. 30'pef
share. The company pays a constant dividend :-
Rs. 3 per share every year. Assume tax rate @

ﬁnﬁmﬂa@mﬁﬁwqyﬂammm
T A st Wit st @ (WACC) c

|8% arary wo
9% G99 AfewH 3iw gt
|qar 9 st (1,00,000 )

wfaaia sma
A 40,00,000
__,,—-/ .

Wﬁ%ﬁmmwmaowﬁrﬂé'f
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MWSGOS@WHMWWﬁ
3 & B [35% AT g

pefine Leverage. What are the different types of
jeverage? Explain them with example.

‘ﬁﬁmaﬁﬁwa‘ﬁﬁlsﬁm%fﬁm
7 £ 3% WIS guER | 7

8 Or (319a)
The following are the data regarding two companies P
. ,nd Q belonging to the same equivalent risk class:

Particulars Company P |Company O
Number of ordinary shares| 90,000 1,50,000
Market price per share Rs. 1.20 Rs. 1.00
6% Debentures | Rs. 60,000 =
Profit before interest Rs. 18,000 | Rs. 18,000

All proﬁts after debenture interest are distributed as

dividend.

to explain how under Modigliani and

You are required
Miller Approach, an investor holding 10% shares in

Company P will be better off by switching his holding
to Company Q.

Waﬁﬁaﬂavﬂaﬂa’rmﬁm’fpamoﬁ

7 el @ B
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Rew [ oy Ta
SR d 90,000 1,50000
TSR H&T W siy TR %;_m_
6% TR .00, —34
mﬁﬂaﬁam To 18@ T 18,000
WWW*WWWaﬁmwa
N fear s @) !

AR |
4. (a) Calculate the pﬁce per share as per Walters
model: |
Earnings of the company Rs. 15,00,000
|Dividends paid Rs. 9,00,000 |
Number of ordinary  shares
outstanding 3,00,000 %
Price earning ratio 8.33 !
Rate of return on investment 15% |1

Are you satisfied with the current dividend P?ﬁcal-
of the firm? If not, what should be optim®
dividend pay-out ratio in this case?

aicel Aled | ¥fa oW e fremifat;
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e
@ﬁ—mﬁ %o 15,00’00;
3 @iﬁ : %o 9,00,000
M sl & g 3,00,000
e I A 8.33
AW W A9 H 15%

1 AW GH F adAE Ay ffa ¥ wp €02
gfe 7€, O 3 AWM W FAT STIGHEraH i
Tﬁﬂwmmv 8

What are the various determinants of dividend
policy of a firm?

o @ arw At % fafe fafe @ d? 7

| Or (Jgan)

Assuming cost of equity is 11%, rate of return on
investment is 12% and earnings per share are Rs.
15, calculate price per share by ‘Gordon Model’ if

dividend pay-out ratio is 10% and 30%.

7% 7Y g % @A & A 1% 2, e W
aroet & R 12% & a= @ wfa W 15 %o 2,
qitdy wed® § W@ AW A T HITC afe
e erEh FquE 10% 9 30% 2 8

(b) What is meant by stable dividend policy? Explain
the methods of maintaining stability in the

- payment of dividend.

P.T.O.

-
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5. ABC Ltd. is planning to sell 1,80,000 units next yeq |

The expected cost of goods is as follows:

Cost per |

' unit (Rs) |

Raw materials | XZOLL 4
‘ Direct labour i =

5
Overheads (including depreciation of] -

15
Rs. 5 per unit)

Total cost ' 40
Profit 10
Selling price 50

The following is the additional informatjon:

Raw material in stock Average 2 months |
Work in progress

Finished goods in stock
Credit allowed by suppliers
Credit allowed to debtors
Lag in payment of wages

Lag in payment of overheads

Average 12 month |

Average 1 month 1
Average 1 month |
Average 2 months |
Average 1 month |

Average 12 month |

75% of goods are sold on credit basis. Cash in hand |
€xpected to be Rs. 20,000. -From the abo¥
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_smation, you are required to prepare a statement

‘fo ving working capital requirements of the firm.
s

| e foo A a8 1,80,000 IHERAT a9 F A

| @ R W R el A e
‘ ;%'ffawﬁ - 20
E&’lﬂn . 5
- [aufema (5 %o wfa T TR 15
- |afimfer)
%ama ' 40
= ' 10
fasa A 50
frfafaa sfRe g @ 7 &
mﬁaﬁtmﬁ - sitaa 2 WE
Frd Wfd W tgd 112 WTE
wis § d9r A | sitad 1 ATE
aqfdermielt g1 IFfaa e sited 1 A®
IR W i W - 3twd 2 TR
T srerE ® faes | itaq 1 W
Sufera &t s  faaam - 3fEd 12 TR
7505 TTE ITR WX =T ST 8 | G UHS 20,000 Fo
IR R |

P. T.-O.
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SRS G X R A anvg g
AETEHAN @R Y oo dan sy g

Or (3r9ar)
Write short notes on the following (any three)

1

(a) Cash Budget
(b) Reorder Point for Invéntory
(c) Credit Policy
(d) Operating Cycle. |
mﬁﬁﬁﬁﬁﬂwﬁwmm; !
ORI ‘ "’
- (b) s ¥ o g e g _
© (c) W™ Hifq ' TEEE R
(d) Wi W s i
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