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Instruction : Answer should be written only in English. |

SECTION-A

Answe‘rany eight sub-questions. Each sub-question carries 2 marks. (2x8=1 6)
a) What is scrip dividend ?
b) What is future value ?
¢) What is profit maximisation ? -
d) What is trading on equity ?
e) What is payback period ?
f) What is operating cycle ?

h) What is financial plan ?
i) What do you mean by EOQ ?

J

)

) .
g) What is point of difference ?

)

)

)

A company has irredeemable preference share of Rs. 2,000. He receives an
annual dividend of Rs. 80 annually. What will be its value if the required rate
of returnis 10% ?

SECTION-B
Answer any three questions. Each question carries eight marks. (3x8=24) '
2. Briefly explain the factors defermining capital structure.

3. Findout the present value of annuity receipt.of Rs. 8,000 received for 5 years at
the rate of 10% discount rate.
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4. A firm has a sales of Rs. 1 ,00,000, variable cost of Rs. 40,000 and fixed cost
- Rs. 20,000. A company has a debt of Rs. 1,00,000 @ 10% and equity share
capital of Rs. 2,00,000 as its capital structure.

Calcula_te operating, financial and combined Ieverage.'

5. Acompany plans to purehase a machine requiring an investment of Rs. 2,00,000.
The netincome before tax and depreciation is estimated as follows : |

Year i " Rs.

1 60,000
2 48,000
3 - 40,000
4 72,000
5 68,000

DepreC|at|on is to be charged on stralght line basis. Tax rate 50%. Calculate
ARR

SECTION C

Answer question no. 1 0 andany three of the remaining questions. Each question
~ carries 15 marks. o . (4x15-60)

6. Explain the factors influenCing the dividend policy.

7. Whatis permanent and variable working capltal ? Explain the dangers of excesswe
working capital and also inadequate working capital. '

8. Explain the capital budgeti‘ng process.

9. | The following details of XYZ Co. are available :-

Exnstmg equity capital 10,000 shares of Rs. 10 each proposal to raise Rs. 1,00,000
with following alternatlves

a) Debtat10% p.a.- .
b) Equity cap|tal at Rs. 10 per share.
c) Preference shares of Rs. 10 each at 12% deend

The company’s EBIT is Rs. 80,000, corporate tax rate is 50% Determme the
- EPSiin each alternative and comment which alternative is best.
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- 10. Afirm Whosebost of capital is 10% is consid_efing two mutual exclusive projecté ‘
~ Xand Y. The details of which are:

Year . ProjectX ProjectY

Investment -~~~ 70000 70000
Cash flows | | o
(Net profit after tax before'depkeciation) . 1d,000 ‘ | _2_0,000'
i | | S 20000 40,000
n 130000 © 60,000
vV 45000 10,000
v 60,000 10000
| 1,65,000 1,40,000

~ Compute the payback périod and net present value and suggest which projectis
to be considered for investment. ’ |

PV factor at 10% PA for 1-5 years are 0.909, 0.826, 0.751, 0.683 and 0.621.




