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1. AII questions are compulsory subject to internal

Working notes form part of your answer.

3. Use of simple calculator is permitted.

Ql A. Fill in the blanks (any 8)

2. The level of risk premium

3. The net operating income

4. Ieverage is also

5. The Baumol Model

6. _-_____ financing

7 " If sales volume

-\i6..an e,rb-L $"rter.CIge*ftafi 
ry_
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them to

delay and default.

y7)

an mvestors.

security.

ordinary shareholders

is less than cost of equity.

offirm never change.

vestments.

policy receivables could decrease.

0 percent the customers are classified with negligible

with operating cash flows.

impacts operating leverage considerably
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8. A-------

pay earlier.

9. Capital

10. Exc
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Instructions:

1. Diversification means



t:l

Q.P.

Q2A' Suraj Ltd. has Equity Share capitar of Rs 10,00,000 divided
It wishes to raise further Rs 5,50,000 for expansion _ cum_ mo

The Company plans the following financing alternatives:

By issuing Equity shares only at 1

By raising Term Loan only at 10%o per

By Issuing Equity shares and Debt

at par while debentures carry

By Issuing Equity shares and

Par)

You are required to suggest the

estimated operating profit after

Q2B" The following data
required to compute
employed is 25%o,

financially

31't March 2018 from the following
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(1s)

Ltd, 1,ou are
f EBIT on capital
lvhich company is

(l 5)

(15)

Parvathi Ltd

0,000 Rs 3,00,000

15,00,000 Rs 27,00,a00

00,000Rs 30,

Purchases

(Rs.)

Fixed

Overheads

(Rs.)

Overheads

(Rs.)

Vrariable

,000 9,50,000 1,00,000 10% ofsales

5,00,000 i0,00,000 1,00,000 . 10% of sales
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a. All sales are on credit basis and de

i. rc% advance in previous

ii. 50% in month of sale

iii. Balance in month

b. 20%o purchases are on

of next month

c. All fixed expenses

lag of half

d. Company

The op

Q.P

the end

aid with atime

000

required to ascerlain the rate of

(08)
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Q3
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t3,oo,ooo r,oo,o:;i18,00,000

16,00,00020,00.000

, mY"$.,0

.+1

(Rs in Lakhs) Market Price at the

end of the year (Rs

in Lakhs)

..{1"';if .,;'
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J 65

**s-
J 57
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1.5 4A

4 98
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January

February

.,1rEPi--oroP"j
i:i,,.i.i,.i,,;i,,,i.,:

20,00,000 15,00,000

i

IVfarch

fliTffi
April 19,00,000 15,00,000 ,".,i."l.{,
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Q.P

ie MARKET PRICE of aQ3C" From the following data, calculate tl

(i) Walter's formula; and (ii) Gordon model.

Retention ratio :55oh

Q4 A. Guru- Krupa Ltd" is considering

its sales and profit. Currently all its

tirne to settle the dues. It has a

p.a" The marketing manager of
estimates for considerations :

:1..r

S

with

only. You are required to advise the
(1 s)

the construction of new plant. The company may

and 10%o preferences share capital of Rs.8,00,000 or

, I0 yo Pref'erence share capital of Rs.8,00, 000 and l2o/o

that the corporate tax rate is 25 percent and the price of
preference shares Rs 100 each. Calculate the level of EBI'I

between the financing alternatives will occur. (08)

1.70 and a market expectation of l2Yo return. For stock K, it is 1.20

the risk free rate is 7 .5%o and the market risk premium is 8o%, evaluate

are priced correctly?
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JCredit period,(:irr'rm

J 5Bad debt-s (Yo of sales.

3.00
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c.

Q5 A. What do you mean by business risk? Explain different types

B. Critically evaluate Modigliani Miller Theory.

OR

Q5. Write Shorl notes on any 3:

Security Market Line /
Residual Dividend Policy
Miller - Orr Cash Management Model
5 C's of Credit standards

Capital Asset Pricing Model \
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