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1. (a) \gtr 6{ qeq fr{r : Lx4=4

Write True or False :

f, cs&{ y-{rs{ Tco $fi Tq<A-s{qq qF R{
h. qrr+ t
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According to David Durand, the rate
of debt capitalization remains
constant.
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(i4 q-<ft? qrcs qflvrrorroEFr o< 1Rn emr*

qfil

Retained earnings provide tax
benefits to shareholders.

1ra/ frcN qEilfl frqftrr E{ r

Special dividends are regular.

[u/ frlmst {Eo qr qrn Tqs qus I

Safety stock and buffer stock are
synon]rms.

(b) {Ift tR T{ o-{ ,

Fill in the blanks :

Lx4=4

(, {T{ Tq{{{ <'T 

- 
T{Tff <lqEt+ Tq t

The cost of debt capital is lower than
the cost of 

- 

capital.

(a) 

-qh 
aqr sK emrq{ <6flr Tq] 

qr
3lI-{E-s RfiTqfq< q1rc I

is the ratio of the presentvalue
of cash inflows to the initial
investment.

6trl {lfiT{ qew ?<q wllTl?t EE I

Walter's model is 

- 

theory of
dividend.
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(iu) 

-qh 

bqttm qBAb{ fl{F t"6apa I

is the prime input of a
manufacturing unit.

2. equ ft$ flxvlT< E-sq ftn :

Answer the following questions :

(a) Aq rffis< lh ?<FrB frqf r

Write two features of lease financing.

2x4=8

(b) qrffs fr-qnw ft c+rr* Fr frtrrs Brsq $fl r

Mention any two determinants of
financial leverage.

(c) EI+I-<< r.sdrE fr r+rz-qr $1 q11;a ftq I

Write any two assumptions of Walter's
model.

(d.) q{q fi qR r{< rFfr-{rf{-s Bemr fr r
What is speculative motive of holding
cash?

3. (a) T{<-{1 {rqfr qTETRE e-{r I {EsK drqR qr+

{q{-{< <til?t qrsr {-+16 fuFlu< qTFIID;TI ?F{t I

3+8= I 1

Define capital structure. Discuss in
detail the relationship between capital
structure and cost of capital.
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vfl{?il/ Or

(b) TEfi< r{r{fr{ 1il''t{t'lE Eq {il?t1 T<rr I

{efffi-fr-ql< (MM) Eq{ "m ? c{e{fs

Trc ? 5+6=11

Explain the traditional theory of capital
structure. How does it differ from the
Modigliani-Miller (MM) theory?

4. (a) T{qft RR-c$uF fia.rw R,rqp.risr R-cmt+
qrfrE TirF{ qqg q&g fies'pn3<ttlit F{t I 11

Explain the steps involved in integrating
risk analysis into capital investment
decision.

qfilil/ Or

(b) 0 qtr ffiI-,flft'cT 10oo, 9o/o qeIfiTI{
qvfflEr eFzfi so bfl Tq1q s% 6qRE
Rfr TRffir qslqql q\-Fr 1a(+t r,{ftfr<mt s

A company issues 1000, 9o/o

Preference Shares of(50 each at a
discount of 5o/o. Calculate Cost of
Preference Share Capital.

f4 B frfrcbeu 1ooo, 10% wfftsm qfi'tEi
ef.cfiI 1oo ffl IEI{ e5 ffi Rfr oe<
qr+ frfr T-{t <Efi fl<I qlT lFK csr
T{R fi< I qfiftfl?t qfl< Trffi{ <R frfr
sflt 6
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B Ltd. issues 1OO0, 1Oyo preference
shares of < 100 each at <95
redeemable at the end of 10th year
from the year of issue. Calculate the
Cost of Pre rence Share Capital.

5. (a) Ersfifl< qffiift"r-or Eq{ MM :r.s.ff frvT
qEAIE;II F-{I I

Discuss the MM model of irrelevance
theory of dividend.

q*fil Or

(b) qslrrT fttr fr ? {q qsnn ftB{ erltqfir
tflrqm{T{q Rqr{ qrElE{r E{r r 3+8=11

What is dividend policy? Discuss the
essential elements of a sound dividend
policy.

11

6. (a) {fi fi <r<rqr'l;rR sqs{ frq-(T qrqrs-{r s-a

:ry TErst rfi fi <KqPFrq sTY"I.f
ffimqT{ B-rgq s{r r 5+6=11

Discuss the importance of cash
management and mention the important
strategies of effective cash management.
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a

qW/ Or

(b) ABC frfirtrs Um sr<F Tr+qm.c- ffis qr
Eqs ftTI sqrqTq sqn skcq r qrqq-r qtuqB<

{z-{ sr{qTfr-s slt'$? T{fi frqk Ffi qr+ {strE
1

9IAFK9IIII :

ABC Ltd. is in retail consumer business
and provides the following information.,
You are required to determine the
estimated working capital for the next
budget and also gil'e corr,rnents :

qiltfrs ntrs fifi (se ryq - 'E*

-52,OO,000 tsf_..

Projected annual Sales (S2 weeks)
_< 52,OO,OO0

R-ft< ffiE+ sl<o erfs qls-2s%
Net profit on cost of sales-2S%

rr.s Tw {R.F3 qgrq.

Average stock carrying-3 weeks

@ffi D6qT{:

Credit terms :

6?-{ttl{-2 qgR

Debtors-2 weeks

'[s{lkFt_3lgrq
Creditors-3 weeks
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qrrFr$-err q-$e fr<t+ tw +lil qwre- 10%
fiIfl +q I

Add 10% to computed figure to allow
contingencies.

wgtfi.c-<6q66
Projected Annual Sales
q-$rRofiGt (rfrwr<o)
Projected Sales (per week)
ftanrrt sT.c-stg
.Lass: Net profit
qtTlfi.r- mA Er{ Tq, (sE qsRo)
Projected Cost of Goods (per week)

***'

fsr (t)
52,OO,OOO

l,0o,0oo

20,ooo

80,ooo

+
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