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Attempt all questions.
Use of simple calculator is allowed.
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1. (a)

(®)

(2)

(®)

2

Compounding and discounting are the techniques
that are used for adjusting ‘time value of money’.
Explain.

gagtar st @@ ‘v & wmfas e’ @
qEmEfa A i wfafy @ | @EeEy | 3

Wealth Maximisation is superior to Profit Maximi-
sation as an objective of Financial Management.
Comment.

fodta way" & /YT F ®7 T g7 Afymariao,
oY Afaepadtetor ¥ A=Sa 8 1 fewft ifsT 10

Or (319e)
A company has Rs. 5,00,000 6% debentures

outstanding. Debentures will be redeemed after 5
years. How much annual equal amount should be
invested in a fund that pays interest at 10%
p.a., so that required amount is available after 5
years?

T HOH F TH 500,000 ¥ F 6% AT
T € | fea= & ui" a6 4 e 8 U
%8, Sl 10% W af & =« a1 8, W foraAt
aities wuehe UMY fraw & S aifeg aifs or=
oy are suferd af¥n sma & ek 2 5
‘Traditional financial management was concerned
with raising of funds but not with its optimum
utilisation.” Do you agree? Comment.
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(c) Raw material will be carried in stock for 4 weeks
and finished goods for 2 weeks

(d) Factory processing will take on an average 3
weeks.

Assume labour and overhead expenses to accrue
evenly throughout the production cycle.

Al g=m

(i) TR A NS H@E H IR A A 7 |

(ii) Y<TAF 5 g H a2} 7

(iii) F= WA 4 TWE TH QiF § @ e g S
daR W 2 g |

(iv) FR@ET AW F sitaa it qware o )

R THEAN TH F 99 R AaRE T THEEE IU

B g 15

Or (@)

Write short notes on the following:

(a) Operating cycle method of estimating working
capital requirements

(b) Economic Order Quantity
(c) Evaluation of credit policy.
frfafea w wfia feaoft fafem
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(i) FEAH I U

2. A company is planning to purchase a machine. Two

(ii) ¥ A A W) oafa IR AR i | machines X and Y each costing Rs. 2,00,000 are under
(i) 60% F A ST W IR oo | 10 i consideration. Both have life of 5 years. Depreciation
: ! C 4 s provided on straight line method. Expected profit

after taxes from the machines are as follows:

T SO T A9 @le ®oaeEr o W og oA
weital X ok Y, fo= #9a 2,00,000 Fo W & W
faam fran s @ @1 A w1 wEEww 5 oad @

5. Compute the working capital requirements from the
following details: :

frafaea foawol & @dvia §st & smavasar &

- TUET ST :
¢ * qeag WHt W@ wefd W oA 31 w0 % gvE
Budgeted Sales: 30,000 units per annum % el B e & e i .
_ s. .
Pl ; Year Machine X (Rs.) Machine Y (Rs.)
Raw Material cost per unit 8 1 20,000 10,000
Direct labour cost per unit 8 2 40,000 30,000
Overheads per unit 2 2 0 i
Total cost per unit 18 g O So
gy ( ( 5 20,000 40,000
Profit per unit 2 { ;
; . ; : s, bt You are required to decide which machine should be
Selling Price per unit 20 .
preferred using:
Additional information: . (a) Accounting Rate of Return
(a) Debtors are allowed 8 weeks credit 4 ; (b) Payback Period Method.
(b) Suppliers provide 5 weeks credit | e frofy s § f S avie @ et d@

| ST | wET Hf
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(a) ATH F @ T
(b) Y= srafy fafy |
Or (gam
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A new investment proposal is under consideration.

Following are the details:—

qmwﬁ&mmmaﬁqﬁumml ‘

frafafeaa &: 4

Capital Cost :  Rs. 4,00,000

Depreciation :  Straight Line Method

Life S Years

Tax Rate T 50%

Cost of Capital : 12%
Expected Earnings Before Depreciation and Taxes
(EBDT):

Year 1 2 3 4 5

EBDT (Rs.) 2,00,0002,00,000 1,60,000 1,60,000 80,000

Would you accept the proposal on the basis of:

(a) Accounting Rate of Return

(b) Net Present Value?

T A 7 & YR W IW T H @ER F:
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1,00,000 ¥fFafe siw €1 @8 smenm @ wmt @ fF
ad & e ¥ dwft @ frad @19 500,000 To
g HE W feafa & SRwr Eot s St @
f wigss # fraw W amwt 10% 20ft ) $frafe
{Siahtur G 12% B 1 40%, 60% 3R 80% F fum
Y3 sudl ¥ TME Afew A wfa I aww
Hed §1d i | 10

Or (379<m)
Explain the Modigliani-Miller hypothesis of divi-
dend irrelevance.

wrare fersiaan # Arfroari-fien aRee @
HHEART | ' 5
The earnings per share of ABC Ltd. is Rs. 10. The
face value of its equity share is Rs. 100. Its rate of
return on investment is 20%. Capitalization rate

for its risk class is 15%. Using Walter’s dividend
model, find out:

(i) The optimum payout ratio

(i) The market price per share if the payout
ratio is zero '

(iif) The market price at a payout of 60%.

ABC fafies #it wfa Srer &9 10 %o ¥ 1 3°H

sferafe SR & 3ifd qe 100 %o ® | FRW W

aIqE H O 20% &1 IWS SfEd I ¥ few
P.T.O



4. (a)

(b)

6

debentures of Rs. 4,00,000. Find out operating
leverage and financial leverage. If company wants
to double its earnings per share, how much
percentage increase in sales is needed?

T SO @ e fas 10,000 3EE R
TREdg |rTd fasR ged # 60% § | wEh en
1 9@ %o © | FH F WH 4,00,000 Fo F 10%
fea=t ¢ R dfats @it fasfta et &
FARY | R HI FYA WAL F FHE Hl AT
FAT AEdt 8, o fast ¥ feay wiowa S agad
F AEvIHAT € ? 10

Write a note on Gordon’s approach to relevance
of dividend decision.

iy fAofa it yEfTea | MET & gied |
u& feout fafaa | ‘ 5

ABC Ltd. is currently having 1,00,000 equity
shares of the face value of Rs. 10 each. It is
expected that company will have year end net
profit of Rs. 5,00,000. Due to recessionary
conditions, the company expects 10% return on its
investment in future. The equity capitalization
rate is 12%. Find out the market price per share
according to Gordon. Model under different
payout ratios of 40%, 60% and 80%.

ABC fafies & W@ 10 %o 9fd W & g7 F
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(b)

(a)
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Explain the traditional approach to the capital
structure.

qsft HTE & W gfes S  Weny S

A company has net operating income of Rs.
5,00,000. It has 10% debentures of Rs. 20 lakh.
Cost of equity is 15%. Calculate the average cost
of capital and value of the firm as per net income
approach of capital structure. If the company
raises additional debt of Rs. 10 lakhs at the rate of
10%, what happens to the value of the firm?

S O @ YE IREeE A 5,00,000 T #
IOF WH 20 9@ ¥ F 10% feAm ¥ e
# Fwa 15% € 1§t @ F g o gfewm
¥ R W & gt ok qem i sitwa ara
Mo FAC | AR FEER 10% W W W 10
M@ Fo FH AR Fo I ¢, AW FH F A
W T T TR 2 ‘ 10
Or (3=

“New issue of capital is costlier than the retained
earnings.” Do you agree? Explain.

“7d gt 9 B wfeuif FAE ¥ afus wEh
R 1” T T WeWd ¥ 2 WEHEC | 5

A company has annual sales of 10,000 units. Sale
price is 50 per unit. Variable cost is 60% of sale
price. Fixed cost is Rs. 1 lac. Company has 10%

Y. 1.0.



