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Instructions for Candidates
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2
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5
6

Write your Roll No. on the top immediately on receipt of this question paper.
Attempt all questions.
Marks are indicated against each question. : ' -

Attempt all parts of a question together.

Simple calculator is allowed: Log and annuity tables may be provided on demand. o

Answers may be written in Hindi or English but the same medium should be
followed throughout the paper. ‘
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PART — A (¥W1T o)

. (a) “Investment, Financing & Dividend decisions are all interrelated.” Explain.

(10)
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(b) What is the present value of cash flows of Rs. 1,2(1‘,000 per year forever;
.(i) at an interest rate of 12%, - o

(i) at an interest rate of 15% ? ' . &)

OR
(a) “The financial goal for a firm should be to maximize profit & not wealth”. Do

yoil-;ggr'ee with the statement ? Give your comments. - (10)

B) If Raman deposited Rs. 55,650 in a bank, which wés aying interest @ 15%
( p , , paying @

" on a fixed deposit for 10 years, how much will he get back at the end of
.t?hf years? - ‘ L R " ()
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(ii) 15% e &R
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PART - B (W71 @)

| . : .
1 2. (a) Talash Ltd. requires an initial investment of Rs. 70,000. The estimated net

cash flows are given below :

R T
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Year “Net Cash Flows (Rs.) '
I 8,000
2 8,000
3. 8,000
4 11,000
s 16,000
6 20,000
7 18,000
8 15,000
9 10,000

Using 12% cost of cépital, det'ém.li.ne,_ ,
" (i) Pay back period
(i) 'Net. .P.resent.Value
PVF 12% for 10 years are :

0 893 0.797, 0.712, 0.636, 0.567, 0. 507, 0.452, 0.404, 0.361, 0.322

. ; - ' (10)
(b) “T'he pay back period is more a method of liquidity rate than proﬁ_tablllty ,
examine the statement and explain the pay-back peﬁod mégl_lod of capital
budgeting. 4 o - G))

- OR

XYZ Ltd. whose cost of capital is 12% is considering two projects A&B. The
following data are available :

i Project A 2 Project B

' (Rs.) : (Rs.)

Investment 1,40,000 1,40,000

Cash Flows Year 1 =~ - 20,000 ©1,00,000

Year 2 | 40,000 80,000

Year3 - v | 60,000 40,000
CYeard o - L1,00,0000 | 20,000

Year 5 - 1,10,000 ~ L 20,000

| 3,30,000 2,60,000

PTO.
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Select the most sultable project by using the followmg methods
() Pay Back perlod
(i) Net Présent 'Valuc o . .

(iii) Profitability Index : (15)
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“qRareE A wRae T B
fam , o 1,40,000 | ~ 1,40,000
af | 6T WE 20,000 | 1,00,000
€ 2 @ - T 40,000 80,000
3w | 60,000 40,000
af 4w _ ©1,00,000° 20,000
af 5= | - 110,000 | 20,000
| 3,30,000 2,60,000

(i) e A s T
(i) Prow T

(i) o

3. (a) “Cost of retained earnings is same as cost 6f equity”. Comment. - 5)

o (b)- The.saile's ofa ﬁnﬁ is Rs. 5,00,000. The variab}e'costsaare 30% of sales and

fixed operating costs are Rs. 2,00,000. Interest on debentures is 5% on
the amount of Rs. 8,00,000. Compute;

et
Zs
S

(1) the combined leverage,

" (ii) effect on combined leverage if th_e sales i_fxcreaSe by 20% ? (10)
- OR

(a) Briefly explain the factors which influence the planning of capital structure in

a business enterprise. o : _ (5)

(b) A Company’s current operating income (EBIT) is Rs. 4 lakhs. The firms has

Rs. 10 lakhs of 10% debt outstanding. If the cost of equity capital is estimated

to be_15%;

h PTO.
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(i) Determine the current value of the firm using traditional valuation .
“approach. ‘ ‘ -

(i) Calculate the firm’s overall capitalization rate. B (10) -

(=) «uﬁmﬁaa@a&maﬂﬁéﬁaﬁaﬂ%hwm.
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PART - C (¥W1 W)

. (a) Explain different types of dividend policy which a firm can adopt. (5)

" (b) A firm’s earnings p‘ér-share is Rs. 80. The cost of'eciuity is 15%. The rate

of return on investment is 10%. What will be the market price of the firm’s
share accordmg to Walter’s model if dividend pay-out ratio is 25%, 50%
and 100%. S . (10)

- OR

(a) Explain Walter’s dividend Model. ‘ o (5)
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_(B) The followiﬁg information is available for ABC Ltd;

Rate of Return on Investment (r) = 15%
Cost of Capital = 12%
Eaming per sh’ére = Rs. 10

Determine the value of 1ts shares using Gordon s*Model assummg the

<a'-

following :
@ DR Ratio = 100%
(i) DP Ratio = 80%
(i) DP Ratio = 40% T
(=) mﬁﬁ%ﬁﬁwmﬂﬁmaﬁﬁvﬁ% wﬁaﬁm%.f
(& ) Wm‘#aﬁ 80 ® uﬁfﬂmaﬁmﬁléﬁaﬁﬁm 15%%.ﬁamazm

TR 10% 1 A -dE @ mﬁ%ﬂmmmmwmvﬁm
T AR R 25%, 50% IR 100% 2 7

>

el

( )m%mmaﬂmaﬁﬁm

@) ABC%ﬁ%@%fWﬁwﬁ@ﬁmm%

ﬁ%qumﬁaz() = 15%
w‘ﬁﬁm , N = 12%
uﬁﬂmaﬂu = 10%

ﬁmﬁrﬁaﬁaﬁwﬁﬁmmmm@ﬂ%m&mwﬁuﬁaaﬁﬁm

(i) DP IFUE = 100%
" (i) DP /.= 80%
" (iii) DP S = 40%

'PTO.
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5. What do you mean by working capital management ? Describe the various factors '
" that affect working capital requirements of a company 2= - - (1s)

" OR
Explaip theﬂ fbllowing :
() EOQ Model
(ii) Baumbl’s Model of Cash vManagement o (T%+7%5)
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