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N.B. 1)Q.1.is compulsory
2) Q.2. to Q.5. having internal options.
3) Figures to right indicate full marks.
4) State your assumptions clearly.

Q1A) Multiple choice [Any 8 out of 10]: N TT & e PEIR {8]
a) ____ Capital is the capital of a business which is used in 1ts day to day Operatlons

1) Fixed 2) Working 3) Negatlve ' 4) None ofthese

b) At Indifference level of EBIT, dlfferent ﬁnanclal plans have oA
1) Same EPS 2) Same EBIT 3) Same NPAT i 4) Same EBT

¢) -Repayment of Preference Share or Debenture is termed as PR )
1) Issue 2) Redemption - = 3) Net Proceeds 4) None of these

d) leverage is created w1th the heip of debt component 1n the caprtal structure
of a company W . : 5,
1) Operating '2) ﬁnan01al 3) Combmed 4) None of these

e) Method of Capltal Budgetlng taken 1nto con51deratlon the time value of
money ,
1) Net present value: = =~ 2) Intemal Rate of Return 3) Both 4) None of these

f) FDI stands for ’ LY
1) Foretgn Domestic Investment 723 Forelgn Dlrect Investment

3) F orelgn Devclopment Investment 4) None of these
g) . is'the loan for ﬁnancmg workmg capltal requlrement
1) Cash Credit “2) Advances 3) Letter of Credit  4) None of these
) RN ‘ helps us to determme the present Value of a payment that is to be received at a
- future. date ; A7
1) Drscountmg 2) compoundlng 3) Simplification 4) None of these
: i) ¥ is known as Credltorshtp Securltlcs

1) Equlty Shares - 2) Preference Shares 3) Debentures 4) None of these

Kj)"‘ We 1nc1ude deprecratlon in cash flows because

- 1) :Ttis an unavoidable: cost 2) it involves an outflow
o o 3) it reduces tax lrabthty‘, 4) it is a cash flow
QtB) Say True,.pr False :[Any 7out of 10] 7]

v 0al) Corporate Fmance is used for expansion and diversification.
Vi 2)< WACC is the overall cost of capital.
S, 3) NPV does not take into account the time value of money.
4) The main rational behind FDI is participate in the management of the foreign firm.
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Q P. Code 30761-

Present value factor 0.88 0.77 0.68 . <0. 59 405 52

Year I 2 3 Jas R

You are required to calculate the comparative profitability of the" two prOJects by usmg\.t T

j net present value method and advise the management sultably
/ OR

Key information pertaining to the proposed new ﬁnancmg plans of Hypothetlcal Ltd 1s :
given below : 08

Source of Funds Financing Plans

Equity 15 OOO shares of Rs 100 30 000 shares of Rs IOO
each . SR each
12% preference share 25, 000 shares of Rs 100 IS AR SR A RN,
each. & o'y MO EHTENTEIS
Debentures Rs.5,00,000 ata coupon 3 Rs 15 OO OOO at a rate of
| rate of 10% - VP
[fthe firm is fairly certain that its EBIT will be Rs. 12 50 000 and tax rate is 50%.
/ Which plan would you recommend and why?
i Q5 P) Explain the Prmc1ples of Corporate Flnance Aty D [7]
Q) What do you mean by debentures ? Explam the advantages and disadvantages of
debentures. " . % [8]
SR
QS) Write short notes on. (Any 3) O S [15]
a) Cash Credlt < 2 o S A O O
b) - Public deposns VS &
¢y NBFC’s o

~d) Advantages of FDI
~¢) GDRv/s ADR.
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Q P Code‘ 30761

Q34)
Calculate IRR for project Vipul Ltd.
Initial Investment = Rs. 7,20,000

Further Cash Inflow are ‘ : ; » *
Year 1 -Rs. 2,90,000 Year 2 —Rs. 1,30,000 oV S O SR G LA

Year 3 - Rs. 2,380,000 Year 4 —Rs. 90,000 S A &
Year 5 —Rs. 2,80,000 - O P
Find IRR ( by 15% and 16%) when
PV factors are as follows:

Year PV @15% PV @16% -

] 0.869 0.862
2 0.756 0.743.5 <
3 0.657 0.640.
4 0.571 055075 &
5 0.497 104760 5 8
Q3P ’ : g S P 8]

The rate of return of stocks of A under dlfferent states of economy are. presented
below along with the probabrhty of the occurrence of each state of the economy

S0 S : Boom 3 Normal Reces’snon
Probability of Occurrence | 0.3 {04 0.3 -
Rate of Return on stock A 20_.‘0 <o 30.0.7 <. 50:0
(%) SR S N 4

Calculate the expected rate of return and standard deviation of return for stock A

BQY  SFESE P IS S I OO LRI 71
Manohar wants to send his brother to US for further studies after 6 years. He would

require RS. 25,00,000 at that time (after 6 years). How much should he invest today if
the offered mterest rate is 14% » :

Q4A) s FQ Aot [15]
& & M/s<Sun and Moon Co.. Ltd is consrderlng to select one project out of two alternative
pro }ects both with life of 5 (ﬁve ) years and following particulars are given :

3 Partrculars ) :Years SV Project X (Rs.) Project Y Rs.
| Capital Investment | -~ 2,00,000 1,00,000
Cash flows =+ $ oK 60,000 50,000
Sl 2 40,000 45,000
3 40,000 30,000
4 35,000 30,000
5 40,000 20,000

"The expected rate of return is 14% p.a. The present value of Rs. lat 14% p.a. from
: Year 1:to:54 1s as under
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5) Financial Breakeven level occurs when EBIT is Zero.

6) Operating Leverage directly impacts the EBIT.
7) Cost of Debt is same as the rate of interest.

8) Trading on Equity results in decreasing EPS for the s

9) EBIT — Interest = EBT

10) Debenture holders are the owners of the company.

\ “\:vs} o et T g

Q2 A)

Ramon and Damon Ltd., planning an expansion progr :
lakhs and can in the funded through one of thf; three following options: .

a) Issue further equity shares of Rs. 100

b) Raise loans at 15% interest

¢) Issue preference shares

at 12% .

each at par.

hareholders 75

Q. P. Code; 30761 -

“,

Present paid up capital is Rs. 60 lakhs [con{pfisiﬁg only Qf e"é‘]ui'ty:sharé,;. of 100 each]
and average annual EBIT is Rs. 12 lakhs. Assume Income Tax r;ate'vat,SO%.‘After"the

expansion EBIT is expected to be Rs. 15 lakhs per annum.

3

Calculate EPS under the three financing options to iii'digati/ng; théﬁglt(;rnafivse? giving the

highest return to the equity share ht)lderé_. P S

Q2P)

Following firms:

Calculate the opérati:nglevérage,‘ financial l‘eVérége "gnd\th‘e combined leverage for the

(8]

Particulars SIS

rogramme which will require Rs. 30 g

. < S S D
Production (in unit) . 147500 6,700 31,800
Fixed Cost (Rs.) - - [4,00,000 [3,50,000 |2.50,000
Interest on Loan(Rs) .= < = 0.0 ?7471,25,000 75,000 NIL
Selling‘price peramit (Rs) < & 3P o 85 130 37
Variable cost per unit (Rs.) 38.00 42.50 12.00
+ - Q2Q) Fo llowir’igféréithe df‘etailsregaﬁdin g the capital structure of MILD company: [7]
’| Types of capital - | Book Value Market Value Specific Cost
Debentures SRR 40,000 38,000 5%
Preference Capital 10,000 11,000 8%
Equity Capital ( 60,000 1,20,000 13%
Retained earnings 20,000 9%
TN 1,30,000 1,69,000

" You aré, fequested to. determine the wei

. - a) Book value as weights
i) Market value as weights

e
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