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1. (a) 3TA,R fq q<I : Lx4=4

Fill in the blanks :

f, Tdl-dr Fl rdfqr $R< flR, {fr6q
qfi{F-$Tf,{{ q-flq _ I

The value of the firm can be

maximized, if the shareholders
wealth is 

-.
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/r, R&d-s qfieq< {<u qq qrl{K+ryqo

''-t qR fiTI Esnfl-< 

-lCost of retained earnings : 3"
of dividends foregone bY the

shareholders'

(rrr) 

- 

q'd{R' qglTF FI6l6

q$r{6rs I

According to Model' the

j"'a""a aecision is irrelevant'

6u) +ff+R F{-{T 
- 

{qfi 1Fe mr<t < t

Working caPital is also known as

caPital'

(b) rtut o fiel fi"fi t

Write True or False

Lx4=4

0 Tqfi {a q- q$krm qK ?Ffr qi'l

{4<-fi 1q.5q I 
of

CaPital structure is the rnlx

;J;"* and equitY share caPital'

/iit cE-6{'s PiR{s tqtrc-q ebr ercx< zrlo

Elsqds Eq< "rK< I

PaYback Period method measures

;:;;"" ProfrtabilitY 
of a Project'

P251t487
( Conttnued )

!



(31

fr,, q-\r-nfl 3qr q'tr{-{ E5r(E qll{s Rr<u-{'3
q&s tq qrffi 

t

Payment of dividend involves legal

as well as financial considerations.

[u/ effs +tftA 1.l,fl q'q ufrs cq'ffi s"r<s

rGs q-,rfr< qftfis-q 
1

Net working capital is the excess of
current assets over current
liabilities.

2. Eqs fiilffir{ fr r+rzr ffiA< DT 6rsT fr<6 ' 4x3=12

Write short notes on any three of the

foilowing:

(a) q-ffiq T{{ft dq
Optimal Capital Structure

(b) T{{ft TZqt

Capital Budgeting

(c) q-silrK ATI{I{{
'IYpes of Dividend

(d1 $tftA T{<-+ <KqIfiK aznTqAx-'e-l

Need of Working Capital Management
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3. (a)

(b)

4. (a) (t)

'fie{ nffiq-qq.6 RReltm fih-rs{ cfr-s tzaql

frurz"t qql r-{t q{, ftq ? q<lqKs-{ )r"m q-{ft-s

s-{K qr< qrru$$ 4q{ l" l'g<i frTr I 10

"Maximization of profits is regarded as

the proper objective of investment

decision, but it is not as exclusive

as maximizing shareholders' wealth'"
Comment.

qwt/ or

catrfr Tff{ frfr 2o,oo,ooo tor, 1ffift-q ${
14,00,000 BTI, fr{ <.J3l 4,00,000 t$i qw

10% {w qKs 10,00,000 tsl q1i

q."in<6q, frQx qr qi{G fr-etm-q 1"1{T TTI I

3Y2+3Y2+3:LO

Gohain firm has Sales of T 20,00,000,
Variable Costs of T 14,00,000, Fixed

Costs of < 4,00,000 and Debt of

< 10,00,000 at 1O% rate of interest'

Calculate Operating, Financial and

Cornbined Leverages.

x frRdc-s w{<s 5o,ooo ffi 8ok

<t61el,e- qlR sz< I csr-"na-6K ffiqE
grTl-q'l $-fi qF 50% I qT{ T{fi',< {{5
116l{l s-{l I

X Ltd. issues T 50,000, 8%

debentures at Par. The tax rate

applicable to the comparry is 5O%"

Compute the Cost of Debt CaPital'
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(ii) Y frRebe-s 10% Idfiffiie so,ooo tsl
8% qqte qTR FC{ r cor{Retrq c$qs
3f({-qi $-fi {{ 6OY. t 1{fi T{fi< lTD

fl"I{i $-{T I

Y Ltd. issues t 50,000, Bo/o

debentures at a Premium of 10%.
The tax rate aPPlicable to the
company is 6O%. ComPute Cost of
Debt Capital.

(iit) Afrfrek-s s% .<{Rs so,ooo f+t aY"

<{1rc q]R qa{ I TT{ ql-{ 50% I $q{
TET{< ?KD tf'l4l S<l I

A Ltd. issues T 50,OOO, 8o/o

debentures at a discount of 5%. The
tax rate is 50%. ComPute Cost of
Debt Capital.

(iu) Bfrfreks roz ffims l,oo,ooo tr$T

9% <f.l'lE qR +-es I sHql-{ $.fi ?t-{D

2% I $C{l-ql qfi El{ 6ooh t {qr {Ew{
1-{D tlfil 3;u, t

B Ltd. issues T 1,00,0oo, gYo

debentures at a Premium of 10%.
The costs of flotation are 2o/o. The
tax rate applicable is 60%. Compute
Cost of Debt CaPital. 2Yzx4=LO

qw/or
(b) T{{ft RRcrlfl :FF-fl{ {-qrr{< ft corfi{ ERBI

erEtF ffifr< fr'qc{ qrcEltr{T <t$ t 10

Discuss any four important methods of
evaluating capital investment project'
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5 (a) ,qtr sBha< q-qfl-{ Fm.rcr eslRs qql RFd

fl-<-sqTl <1l1ll {<T I

the various factors which

t't 
" 

di*rid"t d decision of afirm'

10

Explain
influence

(b)

6. (a)

qcqt/Or

qeiri.F qsmifircq {F'IKtK sfr fliGfi$fr

ft-* fEe.'fr frr fr ft r{-{ql{< sRqs

fiqT-gcqq elq q{ 1 6+4=10

What is the Modigliani-Miller illl:"th
of irrelevance tlnc"pt of dividend?

Under what assumPtions to the

conclusions hold good?

ABc ?fBfirlRi mr-"ttft tr@ ftR6s<

1fui-{dl rfis-< qrq 1s6oos $ffi Gq{qffi

pffia6 s-fi {K< +l{+a {E<a< sLrMA{sl

c(N; qh R{& $€s fil I 10

The Board of Directors of ABC

fngi.r""ri.g ComPanY Privatl Ltd'

requests you to prepare a statement

showing the 
' Working CaPital

Requirements for a level of activity of

f SOOOO units of Production'
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rtqq.l-{ <l(< ffiRE Ecl] t1EK :

The following information is available for
your calculations :

?/rDT 6?7?lr{T{ se?Bfrfu (t$T)

Elements of Cost Amt. Per Unit (T)

66ENrE /Raw Materials 90

aEI,s-C{ /Direct Labour 4A

qEF-€s /Overheads 75

$.r{.D /Total Cost 205
qB / Profit 60

ffi1et /Selling price 265

0 ffit q]q$ {-w qlc$, 5l-c9 q{'rE

Raw materials are in stock, on
average 1 month

/n) {TAqTq gFq{lo \ql6q., sle9 2 qgR

Materials are in process, on average
2 weeks

1,,, Aoflfr {Nfr A-$s {ns, 6l(-s qq[q

Finished goods are in stock, on
average 1 month

rlul c$6[{sft({ q-{58 ftqT $q, eI]a.

Credit allowed bY suPPliers,
1 month

/u/ fi-{fl{.trFq-{ "KI fi "iRC"n<-S 
qT{ R-{&,

2 flq.l
Time lag in payment from debtors,
2 months
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rr, {.ER gkrff 6sEs 'H{, 1% qgR.

Lag in payment of wages, 1% weeks

(uizl qsT-{cEs tRc.n<rq csqE fl-fl, ,{{IQ

Lag in payment of overheads is
1 month

20% Gq"nq-{ qfl? w{ frlfrcg R6 m qn 1 Qw
Erc 6{{Ss 4ffi fi 60,000 Bfl csl-{< qm FI
t<q r qR Ek srcfl fi odq <qreAs Gq{qq

qqTC{ ffi qrs, {qR q+ qqrcqu qr+kr<fQ q{I
q{ q$ 4 sgR{ rIT fr{I i{{las qIEEI 

I

2Oo/a of the output is sold against cash.

Cash in hand and at bank is expected to

be T 60,000. It is to be assumed that
production is carried on evenlY

throughout the Y€tr, wages and
overheads accrue similarly and a time
period of 4 weeks is equivalent to a
month.

qw/or

(b) {Eo "fR'DTfii rfuq m {qr ? Irw 1fur-q-{r fr
cTrz{r Th s{T ffi'rq <IFltt $1i 1 )+Q+4=lO

What do you mean bY Inventory
Management? Explain any two major
techniques of Inventory Management"
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