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Instructions for Candidates

1.  Write your Roll No. on the-top immediately on receipt
of this questlo@apw

Attempt a%@uest;\s»
All %@wns carry equal marks.

4. Use of Simple calculator is permitted.
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5 Ans;wei:s may be written either in English or Hindi;
but the same medium should be used throughout the

paper.
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1. (a) Why is it inappropriate to seek profit fmaximization
as the goal of financial management? How would
you justify the adoption of wealth-maximization as
an apt substitute for 1t‘7i (8)

(b) A person wants t@f“b&ard a scholarship of Rs.
1000/ €t yedr r-the next 10 years. The first

sch%@%hip
ar
L

QU Y, : :
§grow“?af", e rate of 5% per year to offset inflation.

e awarded after the end of one

eafter the amount of scholarship will

Ejﬁ__d"tiie sum to be invested now for this

‘- 'S‘G‘ﬁblarship if the rate of interest is 10%.  (7)
OR

(a) “Cash flows occurring at different points of time
are not comparable”. Explain the reasons and how

12
il

can they be made comparable. ' (8)
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(b) A 4-year annuity of Rs. 3000/- per year is
deposited in a bank account that pays 9% interest
compounded yearly. The annuity payments begin
in year 12 from now. What is the future value of

the annuity? (7)

The Compounded Value Annuity factors at 9%

are :

100 1209 | 327 | 457 | 598 | 752 | 920 | 100 | 13.0 | 151 | 175 | 201 | @29 260 | 293 | 330
0 - :

2. ABC Ltd. is considering the{‘mt’roductlon of a new
product. It is estimated t}&l Wﬁts before depreciation
would increa @y ,000/- each year for first
four years,@% 00/- each for the remaining
perlodg&n ’Qement cost of Rs. 20,000/- is
expec%d to bev urred in the first year, which is not

1nclude§l,w the above estimate of profits. The cost
will §,@ ah‘bwed for tax purpose in the first year.

i

A new plant costing Rs. 2,00,_000/- will be installed
for the production of the new product. The salvage
value of the plant after its life of 10 years is estimated
to be Rs. 40,000/-. A working capital investment of
Rs. 20,000/- will be required in the year of installation

P.1.0.

;‘
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of the plant and a further Rs. 15,000/ in the following
year. The company’s tax rate is 30% and it claims |
written down value depreciation at 33.33%. If |
company’s required rate of return is 20%, should the
company introduce the new product on the basis of

net present value? Ignore tax effect on Profit/Loss
on sale of asset.

The Present Value factors at:

Year 1 2 3 4 5 6 | |8 9 | 10

PV factorat 10% | 0.909 | 0.826 | 0.751 [ 0.683 | 0.621 | 0:564 1N0.513 | 0.467 | 0.424 | 0.386

PV factor at 20% | 0.833 | 0.694 | 0.579 | 0.482 | 0. "’,_0.3-35 0.279 1 0.233 | 0.194 | 0,162

& O (1)
& &

(a) I@uss @asons for conflicting ranking under
NPV, Pfq*ad IRR techniques. Which method is

f;@;ﬁ‘ble and why? | (8)

o
(b) A company is considering a proposal of installing

a drying equipment. The equipment would involve
a cash outlay of Rs. 6,00,000/- and net working
capital of Rs. 80,000/-. The expected life of the
project is 5 years without any salvage value.
Working capital is to-be realized in last year.
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Assume that company is allowed to charge
depreciation on straight-line basis for income tax
purpose. The estimated before tax and deprecation
cash inflows are given below :
Year 1 2 3 4 5
Cash | p52,40,000 | Rs.2,75,000 [ Rs.2,10,000 | Rs.1,80,000 | Rs.1,60,000
Inflows i

The applicable income-tax rate to the Company is
35%. If the company’s opportunity cost of capital
is 12%, calculate the equipment’s Payback-Period,
Net Present Value and . Also advice thé Company
regarding installation of the Equipment. (7)

The Present Values facm&\%ﬂﬁ%, 14% and 15%
are : i
Q \}

2 3 4 5
0.7972 | 0.7118 | 0.6355 | 0.5674
0.7695 | 0.6950 | 0.5921 | 0.5194
0.7561 | 0.6575 | 0.5718 | 04972

3. (a) Why is the cost of Debt is generally lower than

the cost of equity? (8)

(b) The share capital of a company is Rs. 10,00,000

with shares of face value of Rs. 10. The company

| o B I
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has debt capital of Rs. 6,00,000 at 10% rate of
interest. The sales of the firm are 3,00,000 units
per annum and the selling price of Rs.5 per unit
and the variable cost is Rs. 3 per unit. The fixed
cost amounts to Rs. 2,00,000. The company pays
tax act 35%. If the sales increased by 10%,

calculate : . . < i
re: sc in EPS; @

(i) Degree af ""‘j'-jtmg lever@ the two

levels; e _‘ ‘ (b'

n ' verage at the two
\ OF

(1) Percentage
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dividend of Rs. 2 per share at the end of current
year, which will grow at 7% for ever. The tax
rate is 30%. You are required to calculate the
weighted average cost of capital using book value
weights and market value weights. (7)

4. (a) Critically evaluate the Net Income and Net
Operating Income approach to capital structure.

(8)

(b) Companies U and L are identical in ¢very respect
except that the former does not~use debt in its
capital structure, while .the\latter employs
Rs. 6,00,000/- @ 15% debt. Assuming that (1) all
the Modigliani-Miller Mg)"approach assumptions
are met, (ii&@h_e te tax rate is 30%, (iii)
the EBI&&% R %,OOO/-, and (iv) the equity
caﬁita@ation&e unlevered firm is 20%, what
wi&ﬁ& % of the firms, U and L? Also determine
the wei average cost of capital for both the
f‘@ ‘ (7)

OR

(a) From the following information, ascertain whether
~ the firm is following an optimal dividend policy as
per Walter Model?

PIL,

J
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Total Earnings Rs. 2’00’000/-_ i

Number of equity shares

(Rs. 100/- each) 20,000
Dividend paid Rs. 1,50,000/-
Price/Earnings Ratio 12.5

The firm is expected to maintain its rate of retum.
on fresh investm:n,t%._ﬁso find out what @Id bq." »
the P/E ratio at w Bithe dividen (@ ey willh g
havé b eﬁwﬁﬁhtﬂﬁ value of th()hare? (8)

>

ompute the duration of

t of the two years and
ecrease : ;
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5. (a) Explain the Baumol’s model of cash management
in detail. (8)

(b) What do you understand by the optimum dividend
policy of the Firm? (7)

OR
Write short notes on any three :
(a) Gross & Net Working Capital
(b) Indifference point
(c) Arbitrage process
(d) Economic Order Quantity.(EOQ)

S CAY
(e) Net float S\\ <‘ (5 Marks Each)

;é\

S A

L () Pdo e ® e R WX S A A
) R A 37 T I e B W A o
FREFTET W FEH W WY e wER IRE

FEMA 7 ' (8)

(@) vw =i 3@ 10 T ® e 1000/ - «@A 9l |

%t sEghy I = 81 TEel SEgf v Al R S

3 K
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R e Wa & e Sk Sad 9E YEEAIT A
%mmﬁ“{aﬁuﬁruﬁaﬁsw.ﬁaﬂml
af = @) W 0% B, A @ oEg @ faw s
Paw R Al AR (7) 4

o P ]

a1

(3r) “Riftr v Rigsh ™ A a T waE gad 8
7| HON 9 REn F 3K IR GG, A T
W gEA B (8) .

(@) 3000/- TR AN 4 G A A Ay a6 vH dH
@ ¥ v R W @ o affE wwgfe 9% = ﬂ
wgnmgmm%nmﬁﬁwm%m&'a&ﬁg«

L] Q@ﬁhﬁ =1 )W o o B 7 (7) #

}

Q@ W gle T At waex # |

S |

o 2 &NJIXN 5 |6 [7 |8 |9 |10 |11]12 |13 [14 |25 Ti6 ]
w33 |45 |50 75 o2 |11 {13 |15 17 |20 |22 |26 |20 |33 3
9% T Yoo loos|78 |73 |85 |23 |00 |028|021 193|560 141|953 | 019 | 381 | 003 -
T ‘
|

2. U fafieE vw W IR W N W AR o @ R g

mmw%&w%ﬁmmqmﬂ
% oy af 120,000/ - T ¥€ WOW I AR Iy
wafr & forw uRde ad 60,000/ - TR ¥ TEA T A

Download all NOTES and PAPERS at StudentSuvidha.com


http://studentsuvidha.com/
http://studentsuvidha.com/

318 11

fasa AT & ¥ ¥ 20,000/ - T @S Y & e 2,
M AAH & IS I A Wi A8 2 qEd ag A @9
RW & o avm N FE & o

Y IR H IJAEA B W 2,00,000/- T F A A
U A wad e s 0 af @ e @ ae
43 1 IR0 59 40,000/ - R B @ FAAA 21 WA
& WO & a ¥ 20,000/ - TR B oFmEAE GO0 AW
! AEEEHA BEN IR I ag A HfaRaa v 15,000/
Ve B O A @R A W 30% ¢ AN TE 3333% W
fofea ca easE &1 @ S #) gk wua # e &
AR W 20% B, A T FGA F FE GHHF T4 B HUR
wwmﬁmmm?@ﬁﬁaﬁmmﬁ

W K AWE # 3 A\ )
\
T e : Q’\'
Y &
NS
i NEq 1P e R T
10% € Fft | | 65" | 0'sae | 0.751 | 0683 |0.621 [ 0564 | 0513|0467 | 0424 | 0386
Ko
20% TR | oas | o604 | 0570 | 0.482 |0.402 | 0335|0279 | 0233 | 0.194 | 0.162
e :
4
(15)
a0
P.1.0,
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(@) wzﬁﬁgwﬁaﬁmaﬁwrﬁam%%ma
mﬁwmrﬁ%um%’apo,ooo/-mm ‘
Jee TR AR Y@ FEde G € 80,000/ - S
Briit aRArsEr @ e Stae R R R
& 5 af 2| HANE T & fUoq @ ¥ aqe
T B A SO B w e & IRed | el
¥ R AU W EEEE O A I 31w AR
IR G A WA @ S A R w2

| Q] 2 3 4 5
H’Wﬁ'g\\\) w .3 ¥, %, T,
2,40%000-4/2,75,000 | 2,10,000 | 1,80,000 | 1,60,000

R

@$Qm_=~w,mma&at 35% %l'ﬂﬁ'ﬂfﬁ!ﬁ@'ﬂ'
i FEER ANE 12% B, A ITEO F dew 3 FGw,

O W TR EE AR A O R ST s @
dEy ¥ R @ G W Ak (7)

12%, 14% 3R 15% T TG Ao Baed B :
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qre 1 2 3 4 | 5 |

- | 4
|

12% 77 14T St 08929 | 07972 | 0.7118 | 0.6355 | 05674 |

} 14% a7 it Feex 0.8772 | 0.7695 | 0.6950 | 0.5921 | 0.5194 |
‘ 15% 7% Frt e 0.8696 | 0.7561 | 06575 | 0.5718 | 04972 |
P—— A — ——— — ——— il ——— - ‘!

3. (31) = & W IW AR W IS & anE § ww A
B R7 (8)

(@) T FHER IR G 10 T & AT F AT
99 10,00,000 T #| FIA F T 10% =HA 3T
W 6,00,000 T F FT G FNTH =1 RH 3,00,000
g o € B R P s T AR g o
q&qﬁum@\n@uﬁqﬁzmﬁzzmaﬁm
2,00,0@%@ h@q’a W R 35% T ER
mr@% ¥ 10% A gfe BN R, A TR

\J

o

(i) & =R w IRaE IR N A T
(i) @ =R W e =T A (7)

at

P.T.0,

zied
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() Eﬁaﬁviﬁnﬁmmwﬁﬁﬂ%aﬂ?aﬁﬁm
(8)

(1) ©v-u RifRe @ Pt g @ 2

T o T (2,00,000 97 %40,00,000
6% TETAT T 10.00,000
8%, fRa=T %.30.00,000
000
el 8Q(00,
T

FE @ A IR w A AA 20 T B T
2 5 w0 e ad & g2 wT Al I A
%ﬁﬁtﬁmmq&q%aﬂmnmaﬁaw%h
ﬂﬂﬁzﬁtmﬁt%q%zmmm '
\t&f awE & e & 2 (7))

s Q\ .
4. N#) @ fr g8 9@ s 3@ Raww =
\ 1 MR T Hf) (8)

%) o U R L A A w3, R wmd B ou
FA G W W T W I A R R,
L 6,00,000/- @15% Y F TANA FEA B TE 9
m%gv&(')wﬁﬂﬁam ﬁm(m,w 1
30% ®, (111)@“@2,00.000/ T ? AR (;y)
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FAAERE T F IR Gt 209 2, v, U 3K
L &1 ¥F H OB A wA @ fg o A wika
Aaq aEE W AW A (7)

o

(3r) Tr=foitaa S=ed |/, war #ife & @ aeee wew

(%)

® FAER W TR AN A H e w B R

Ei % 2,00,000 %
S R & e

(% 100/ - W) 20,000
TN SR % 1,50,000 / -
e / F xéi' Y 12.5

NI

o AT 8 A B o 7 e P s e
Aow T @M T 0w A w6
e, B e e AR

|
o I R (8)

fpfafiad 31 @, @ @l A A w@F & A aftas=
@ & Faf @ e Fe JR) e /R w R

Fore :

P.T.Ox

S

g |

Download all NOTES and PAPERS at StudentSuvidha.com


http://studentsuvidha.com/
http://studentsuvidha.com/

318 16

5.

Year 1 Year 2
(Rs.) (Rs.)
Stock:

Raw Materials 20,000 27,000
Work-in-progress 14,000 18,000
Finished Goods 21,000 24,000
Purchases 96,000 1,35,000
Cost of Goods Sold 1,40,000 1,80,000
Sales 1,60,000 2,00,000
Creditors 32,000 50,000
Debtors 16,000 18,000
FHRIAE Il & g wiy ad 360 B wE Hfw
(7)

(F) =9 & AHE yEuT & A Fl @FER ¥ 9w

NN\ (8)
(=) tﬁ#a&ma@%mmm&??

$
\\Q
& \6

() TR ok TRA (§e)

(¥) 7 we (s 3 werm)

(10,000)
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