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for the questions

1. (a) <& o2 79 0 1x4=4
Fill in the blanks :
() TR g oFfe SR e, 3fie
AR T |

The value of the firm can be
maximized, if the shareholders

wealth is :
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(2)

(3)
i) fRC%Te SieRd 390 25 SRR
(Jﬂﬁﬁmmm' ,3‘ 5 (ifi) TSI W HizAd Fare Sifde [aeae
GioS (2 AT |
--Cost of retained i i
: ne divid:r?ds efi::liise ;S Ee Payment of dividend involves legal
shareholders. = gy as well as financial considerations.
' FEFA FAgA A TS (I eoRe
(i) — T PR, dEeR Pas (iv) 4F°
S | : J sfere SToifeq SfolRe |
According to Model, the Net working capital is the excess of
dividend decision is irrelevant’, current assets over current

liabilities.
(iv) FRGR FEF I s (PR = |

Working capital is also known as | 7 2. l_c'f_\a o e B e fofRoe oY GO &4« 4x3=12

___ capital. _ Write short notes on any three of thé
o following :
(b) 1 &1 R for 1x4=4~
Write True or False : (a) S {Wﬁﬁ Dez|
| ; Optimal Capital Structure
(i) FEEAN 1o 2 SR W 2R we = =
eiges et |
Capital structu is th & ‘:ﬁﬁ
api structure is € mix of : ;
preference and equity share capital. Capitgl Brnays
(i) ¢1-3F P o oo esm oge (c) TToINE AFTPIIR
STTE G A1 | Types of Dividend

Payback period method measures
the true profitability of a project. (d) LI T JIEIAAR TS
Need of Working Capital Management
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(4) (5)

3. (a) ‘=Teq HffdFeaR RvaR Srame e Sy
f2o1eet 51 31 =7, Rew 2 SR oo s

(ii) Y feifictee 10% fafiame 50,000 5
8% AI7d TR I | FEAMIOR CFao

FIR TR GFO0T T 1 5 10 f{ﬂ@m’meo%wqaﬁmw
o A p 41 |
“Maximization of profits is regarded as
1 (¢]
the proper objective of investment Y Ltd. issues T 50,000, 8%

3 0
decision, but it is not as exclusive e g promof 10%.

as maximizing shareholders’ wealth.”
Comment.

The tax rate applicable to the
company is 60%. Compute Cost of
Debt Capital.

w241/ O
aar (iii) A s 5% @3z 50,000 5% 8%
(b) CTER TR & 20,00,000 &I, “RTEReT T SESECER I R T I T 50% | AW
14,00,000 51, &3 <@ 4,00,000 B = { 8N\ NS S5, 2R S
j2x{ Core o ] 1 9
100/ W 10’00,000 W a{q | E:l’ﬁ: A Soi0 ,gg&" ': - ! A Ltd. 1ssues ? 50,000, SAJ
Sy \"\ &3 debentures at a discount of 5%. The

@ N A
SR, R = vige forenas s a4 | N4 tax rate is 50%. Compute Cost of
3%+3%+3=10 Debt Capital.
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Gohain firm has Sales of ¥ 20,00,000,
Variable Costs of ¥ 14,00,000, Fixed
Costs of T 4,00,000 and Debt of
¥ 10,00,000 at 10% rate of interest.

Calculate Operating, Financial and
Combined Leverages.

4. (@) () X fAREGS SH=RS 50,000 FH1 8o

4 TR @ QEINGR crae
AN T4 2@ 50% | 4R FER <1
IRl <541 |

X Ltd. issues T 50,000, 89,
debentures at par. The tax rate
applicable to the company is 50%.
Compute the Cost of Debt Capital.

( Continued )
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(iv) B Fifscee 10% f&f¥ass 1,00,000 5=
9% 4@ EIR I¢d | SPEH F99 6
2% | g 99 TF 60% | AT YL
A96 S B4
B Ltd. issues < 1,00,000, 9%
debentures at a premium of 10%.
The costs of flotation are 2%. The
tax rate applicable is 60%. Compute

Cost of Debt Capital. 2%x4=10

=<1/ Or

(b) Teeal Rivcme os@ R R e oo

g wfed [T SICETs 344 |
Discuss any four important methods of
evaluating capital investment project.
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(6)

5. (a) b1 AOBFR TN Prams efie w9 Ry
IEFTYR I A | 10

Explain the various factors which
influence the dividend decision of a firm.

{1/ Or

(b) TN SePRPRRel qRAIGR o4fe R
e wfsd® B2 & & ST G
PramEr om 29 6+4=10

WheTt is the Modigliani-Miller approach
of irrelevance concept of dividend?

(7))

SH A3 e o Sofers ¢
The following information is available for
your calculations :

69 ST

Elements of Cost

2fS 3CHGS (1)
Amt. Per Unit (X)

(351 /Raw Materials 90
2o ¥ /Direct Labour 40
Fe{eRe /Overheads 75
0 496 /Total Cost 205
ors / Profit 60
A&7 /Selling price 265

(i) T A TGS ACE, WS IR

Rider ‘what assumptions to the B, Raw materials are in stock, on
conclusions hold good? 18N average 1 month ’
(8} =108 2 (ii) STEEAPTR 2fFare =R, e 2 TR
6. (a) ABC o o IETSIT %ﬁﬁ@?}‘*\ \??i}f 4 Materials are in process, on average
ey T 2 weeks

RO A By 156000 35 Tesfima
memwﬁwaﬁmﬁﬁw
(ST 951 R erme =y | 10

The Board of Directors of ABC

Engineering Company Private Ltd
requests you to :
showing

156000 units of production,
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(iti) SR A BFS ACF, WE IR
Finished goods are in stock, on
average 1 month

(iv) QORI S <9, @R

Credit allowed by suppliers,
1 month
(v) CEMREEAR o[l 4 AReneE S [ahe,
2 92|
Time lag in payment from debtors,
2 months
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(8)

uﬁ"'b
Lag in payment of wages, 1 1/2 wee el
(vii) SEREES ARCNIE CFqo e, 9z

Lag in payment of overheads is
1 month

20% TeAmH ol ) [{eRce [RF w1 =7 | /oo
W @S T 4 60,000 5 @ER M [0
tz | 4R I A @ (6o T ST
S Bl ACF, TG SF SS[CES IR &l
= GE 4 TR T AN GT2I TG |

20% of the output is sold against cash.
Cash in hand and at bank is expected to
be T 60,000. It is to be assumed that
production is carried on evenly
throughout the year, wages and
overheads accrue similarly and a time
period of 4 weeks is equivalent to a

month.
7241/ Or
(b) e el e & 3o 2 wge AfRvEER &
TG 701 241 (e 1< 41 | 2+4+4=10

What do you mean by Inventory
Management? Explain any two major
techniques of Inventory Management.
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