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B Fill in the blanks (Arrsn'er anr.Sevr:rr):
ratio is

erfbrnr
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cost :

value ola unit of ntorrey
helps the itrvestrtr to cii:cicie 1hc t.ctur.n on

o1'dillbrent tinre
inr,'estntent

tlsI

A
I . VentLrre capital
2. Treasurv bill
3. Prel'erence slrare capital
4. EqLrity

5. Stoch dividend
6. Prof it nraxintisatioir Short tenl

iustrir
pa),tlLltl. Corrstant ir e sorrrce' ol lirraucing

S8. Finarrcial
9. NI Approach I tirne value of
10. Prof itabili Irr clex .i. QLnntitative

Details Proposal A Proposal B Proposal C
Cost of the proposal (lis.) 20"00.000 20.00"000 20,00,000

5 l'ears 6 \'cars 4 years
2.{X).00(} 1.00.000 Nil
5.00.{x)0 4.00.000 6,00,000

2.00.00{) 75.000 r.25,000
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Max. Marks: 75

G

t*

7 . NPV consiclers __ __ *_ ol'
8. Retirentent contpensatiorr is treat"ecl

6. are ver) risls,
Il.r0l1e)/.

tis
9.

10.

Capital rationing is selection of irtvcstrnent proposal under _.
Capital stnlcture decisions are tal<cn in vicw'of the pllrpose of __

Q.2 SLrn l-td. is considering thrcc 1tro1-.osals lirr its c;,1i131 crperrr-litures:
A' ]-he total erpenditure is buclgctcd as I{s.70"{)0.0a}i). I{s.30.00,000 lias been utilised for

anrongst any
the help of

The details oltlre atc:

() ir

certain expitt-tsiott platrs. The brlance lis..i0.0{).(ii)0 nccds (o be allocatecl
t'uvo ofthe lbllow'ing proposals. lax raii: is i(.)gi. I-ivaluiitc tlre sarle rvith

B
a. Loltg tcrnr source of finance
b. llonus issuc

c. ob jectil,e of F.M
rl. Stablc clividend policy
c. IIr brid flnancins
f.

h. Durand

money

F.xpectcd li tb

Scrap ValLre (l{s.)

depreciatiorralier
Annual Clash Floiv bclbre tax

Additional rl,orking calrital at
the end olsecond lear ([{s.)
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B. From tlre fbllovi,ing detail:; calcLrilrtc:
a. Net Present Value at cliscountins tactor ol- l5%
b. Prof itabil Index

. F.xpected Iifb pr'0-le Ct

Q.3
A.

I'rronr the folloi,ving Capital

ABC L

A)
B)

[1s]

l'+

[1sl

Year Annual Clash

Flou, Prcr.iccl A
Annual Cash

Irlow Profect B
Cash out f-low 35.00.0(x) :10.00.000

I 22,00,000 29.00.(J00 r
2 15.00.000 2i.00.000
J 19.00.000
/+ 12.00,000

Source

Lil shareEq ty
tal

Retained
Earn

I 1Ou
I L /O

t0%

8%

al t-rUi\

A Itd has the following capital st'uclu'e as on 3l't Decernber,2016.
Il s.

600000
400000

-500000

Q, P. Gode: 22155

ranlt the pro.iects.

Bottk Valiie
(R:,.)

N{arl<et

\/aluc (l{s.)
After tax cost of
clif lbrent sollrces

6(X)il() (.)0(x)()
15%

20000

Pref-erence share
capital

t 0000 30000

f)ebentures i0000 6000t)

. ,r[15]f,- ,

::: j]

,.: :r ,.ir .:''']

*
,ir

::. ti

ilk

B.

I 0o o dr:hcrrltrrcs
()o o ltrclL't crrcc slrirlc capitirl
5000 eqLrity' shares o1'Rs.l00 cach

*
l5c)0000

The Ecluity sltares of thc conrpilll)'nrrr cruotcd at l{s.100 and the conrpany is expectecl to
declare :r dividend of Rs.9 per shatre 1br 2016.1'he conrirmy has registered a growth rate

?f ?'y, 
r'r'hich is expected to be nraintainerl .'l'hc tax rate applicable to the conrpany is

)0"h.
( alcrr[ltc

L 'fhe r.r,eighted average cost ol'capital
2. The revised u'ciglrtcd avelase cost of'ca1:iLal. il-thc conrpany raises aclclitional

tenr loan o1'Rs.5"00.()t)0 at l596.in suclr a sitiration the cornpany can increase
clividencl lrom Rs.9lo Rs.l0 pcr slrare birt tlre nrall<et price of the slrare will go
dorr.,n to Rs.90.

{.,

Arrnual Clash

Florv Proiect C
20,00.000
17,00,000
r5,00.000

8.00,000 10.00.000
6.00.000 7,00.000
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Interest @1 pcr allnull ort rjr'hls itl aI ca:ics. 'l.ar r;r1c 259'ir . Cotttrncnt which plan is

rlorc titneficial fbr thc or,r'ncrs of-tlrc coirtl-,an-\'(ii) irasis o[-its nct earttings r'r,ith

[08]
[071

usl

Equity

(Jt 3
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Q. P, Godel 22155

AB colrpanv peeds I{s.5.01J,00.000 lirr lhc cons;1i'uctiort of a nov plant. The fbllowing [151

three t'innncial plans arc 1'eaisitrle .

a. The companv ntalr issue 50.00.ii01i ordinarl,shares of'Rs.l0 epch.

b. The compatly utx) irsuc 2,5-{}()"iitl(}orclinarl'shat'cs of ILs.l0 and rernaining

arngupt may'be colleclccl bt'issire o1'2.5ti.00() clebcntLtres of Rs.l00 each bearing

tlt 8u n t'atc o f ilttcrc.l .

c. The cogpal11,1',',',r issLrc 15.0().0t)U tirdinlrl shl'es'rilts.i() cach anci remaining

aprount as pre Ibrencc slrar"e s ol i{s.10 caclt ',-rcarirtg att 8'% rale of cliviclend'

I1'the expectecl FrBt'l'.r'r'lticlt tltc ccirltpatt)/ lllay earn is Rs'4t').00.000 then suggest

which capitat struclure altcrrrall,,'c tlrc corupany'shoLrlcl select. Assutlte tax rate to

he 5U",,.

0tt
J

From the ltrlloiving clata. calculate thc l.'iAltKl:'f Ill{ltlLi ola share oILSK [-td., under (08)
(i) \Valte r's {brnrula; and (ii) Dividcrr.l 3rou'th ttrodcl.

EPS - Rs. li0
DPS ' ti.:. eU

X:,i,n" ,

Rcte ritioir i'utio - 55'l c,

If Ociiirum group has a cltoice ol'thc liriiovt ir:g iiilec liiiancial plans.

Rs in

What is \/entul'e capital? What are its lealLrres?

Explain lactors delet'ttt i n i rr g d i v i tlerrd pt' ! icl .

tlit
Write short iiofes(art1 threc)
Cost of capital
EAV
Iong term sources olf-inance
Tir rre vllue ol- tnotte;
NIM Approacli

+

Q.4

B.

"r.

(07)

*,

"lF

Q.s
A.
B.

C.
I

2"
1
J
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I'lan 2Plan I
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