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Candidates are required to give their answers in their
own words as far as practicable.

1.  Answer any ten questions: 1x10=10
@I WG elese Teg wle ¢

a) What are the different areas of financial

decisions?
wifefs Prae gz [Kfen craef S Jie

b) What is profit maximization objective of a

firm?

@i qfafers afsvies e AR T
Tl 2

c) What is compounding technique?

b R R e
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d)

g)

h)

i)

k)
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Is cost of capital the minimum rate of return
which the company must pay to the suppliers of

capital?

YA A [T AT efonim 2w A
A O e AR 0o 27 2

What is sweat equity share?
TS TR R 2
What is Perpetual Debenture?

oI deiolg F 2

Are convertible preference shares also known

as convertible securities?

NG SN IFRRS I 1 holi@aciey wAf2isia
f2AIae wifafbe?

What is explicit cost of capital?
PERICERIEIE R RES

What is the difference between capital structure

and financial structure?

SEL FI @ NLF I ALy F 2
What is operating leverage?

IR ferelcae e

What is Pay Back Reciprocal?

TS ANAFIETL SE 2
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1)  What is Dividend Payout Ratio?
ST Al B[S I 2

m) What is the main objective of dividend policy?

STeTIRH &Ml ifed ST Ty F 2

n) Is there any difference between scrip dividend
and bond dividend?

FI9IfET ST QAR ACTA FIE Ve TeFIL S0y
& @I AN ez 2

0) When is a firm called normal firm?

T G Aifdfens dfewiee Felfs Azl w1 22
Answer any five questions: 2x5=10
@~ #Aofs dew Ted wis ¢

a)  Calculate the present value of a five year annuity
of Rs.40,000 at a discount rate of 9%.

BAIE! o wE |

b) Mention two objectives behind providing

venture capital.

Tyiol SETH HRNCRE UG Sy Trard 9 |

c) Mention any two criticisms of Net Income

Approach of Capital Structure.

EE FlO &G 6 = ofafoq @ @Il gfo
I S 4 |
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d)

g)

h)

What is 'Accounting Rate of Return' in capital

budgeting?

SEE Aices orRfeles afewnie 27 Fie

Mention two advantages of Discounted Pay
Back Period method.

3GIF® AGTTS ATIHIS 2fod 76 1 Trard 4 |

What do you mean by Terminal Value method
of capital budgeting?

SEE ACGHA (GG SIS 6T AT 6100 (IR 2
What are the determinants of Dividend Policy?

TeIeHl amie ifeg Weias el 1 Fre

Mention any two assumptions of Modigliani-

Miller's Hypothesis.

G AR S0ed @ (I 70 SR S
3|

3. Answer any two questins: 5x2=10

@~ wfo 2w Teq wie ¢

a)
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How does the financial decisions making

involve risk-return trade off?

wifels Frare sz owa Fei I o afonit
B ERE(CIEO R
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b)
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Star Ltd. issued 10,000, 12% preference shares
of Rs.100 each at a premium of 10%. The
floatation cost was 5% on issue price. The
preference shares will be redeemed at a
premium of 20% after five years. The tax rate
applicable to the company is 30%. The corporate
dividend tax is 10%. Compute cost of preference
shares of Star Ltd.

BAIE! o wE |

A company decided to start a project costing

Rs.12,000, part of which will be financed by

long-term debt. Following are the expected

results for first year of the project:

i)  Sales: 5,000 units @ Rs.50

i1)  Variable cost per unit Rs.30 and Fixed
operating cost Rs.18,000 (excluding
depreciation)

i11) Depreciation:

Rs.20,000

Rs.24,000

as per books of accounts
as per Income tax rules

iv) Interest on loan (to finance the project)
Rs.8,000 and applicable tax rate 30%.

You are required to calculate net cash flow
(NCF) for the first year.

BRAG! &) G |
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4.  Answer any one question:

10x1=10

@@ @F6 AT Ted wie ¢

a)

b)
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Compute the market value of the firm (V) and
the overall capitalization rate (K ) from the
following information under Traditional
Approach and also comment on the result
arrived at. The estimated NOI of a company is
Rs.7.5 lakh and the amount of investment is
Rs.50 lakh. The cost of equity under different

situations are as under:

i)  If the company uses no debt 15%

i) If the company uses Rs.20 lakh debt
capital 18%

i11) If the company uses Rs.30 lakh debt
capital 20%

The amount of Rs.20 lakh debt capital can be
raised at 10% interest whereas Rs.30 lakh debt
capital can be raised at 12% interest. Assume

that there will be no corporate taxes. 3+3+4
JG! 2 78 |

Discuss the relationship between the net present
value and internal rate of return methods of

capital budgeting.
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EKE AR (G 0 TON 36 IR STepgsel
ARSI 2 #IF o7 T AIF S 4 |

You are given the following information in
respect of ABC Ltd.:

Earnings Rs.1,00,000
Equity Capital 5,000 shares of Rs.10 each
Cost of Capital 10%

Expected rates of return (i) 9%, (ii) 10%, (iii)
12%

Assuming that dividend pay-out ratios are 0%,
50% and 100% respectively, determine the
effects of the different dividend policies on the
share price of ABC Ltd. for the abovementioned
three alternative levels of rate of return using

Gordon's model.

BAIE! o wE |
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