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Instructions for Candidates

1.  Write your Roll No. on the top immediately on receipt of this question paper.

2. All questions are mandatory.

3. Each questions carries equal marks.

4. Each questions includes internal choices.

5. Simple calculators are allowed.

6. Mathematical table can be provided on demand.

7. Answers may be written either in English or Hindi; but the same medium should
be used throughout the paper.
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Q.1

7

a)

b)

d)

f)

Q.2.

a)

Mr. Rivansh invested 220,000 at beginning of the vear one at the rate of 12%
compounded annually. What amount of money he will receive after end of 1°t, 274
and 3™ year of his investment. (6 Marks)

What are short-term sources of finance? Explain. (9 Marks)
What is liquidity decision? Explain. (3 Marks)
OR

“Wealth maximization is not merely an alternative, but a superior criterion to
profit maximization. ” Discuss the advantages of wealth maximization over profit
maximization. (9 Marks)

Mr. Madhav borrows ¥20,000,00 from Mr. Mukesh at simple interest rate of 10%
p.a. Itis agreed that the loan shall be payable in two equal instalments which shall
be payable at end of six months and 1 year respectively. Calculate the amount of
instalment. (6 Marks)

Why systematic risk known as unavoidable risk? Explain. (3 Marks)

ABC Ltd. provides following information:

Purchase price of each machine Z5,00,000
Working capital %2,00,000

Useful life of each machine 5 years

Estimated salvage value at end of useful life 50,000

Cash salvage value of at end of useful life 260,000

Method of depreciation Straight line
Tax rate 30%
Earnings before depreciation and tax:

Machine X 22,00,000 | 22,00,000 | %3,00,000 | %3,00,000 Z4.,00,000
Machine Y Z2,00,000 | %2,00,000 | %4,00,000 Z7,00,000

Which machine should be purchased on the basis of internal rate of return.
(9 Marks)
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b) What do you mean by capital budgeting? Why are the capital budgeting decisions
important? Explain. (9 Marks)
OR
¢) The following information 1s given for XYZ Ltd.
Particulars Amount )
Equity share capital (100 each) 40,00,000
10% preference share capital 5,00,000
Revenue and surplus 3.00,000
10% Debentures 6.00,000
Preliminary expenses 30,000
Profit before interest and tax 5.00,000
Tax rate 30%
Market price of equity share Z125
You are required to calculate:
[.  Return on equity shareholder funds
II.  Return on capital employed
III.  Earnings per share
IV.  Price earnings ratio (18 Marks)

Q.3.

a) XYZ Ltd. has the following capital structure as per its Balance Sheet as at 315!

March, 2026:

Particulars Amount (%)

Equity share capital (fully paid-up share of 10 each) 6,00,000

15% Preference share capital (fully paid-up share of 5,00,000

2100 each)

Retained earnings 1,00,000

15% Debentures (fully paid-up of 100 cach) 6.00,000

15% Term loan 2,00,000

PT.O.
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Additional information:
I.  Current quoted prices in stock exchange:
Equity shares (@ X70, Preference shares (@ 98, Debentures (@ I94.

II.  For the last year, the company had paid equity dividends of X7 per share
which is expected to grow (@ 10% p.a. forever.

II.  The corporate tax rate is 30%.

Calculate the weighted average cost of capital using book value and Market
value. (18 Marks)
OR

b) Explain the concept of operating leverage? How is it different from financial
leverage? Also explain which type of risk i1s measured by operating leverage.

(9 Marks)
¢) Calculate the operating leverage, financial leverage and combined leverage from
following data; (9 Marks)
Particulars Amount (%)
Sales (@ 2100 per unit) 60,00,000
Variable cost ((@ X100 per unit) 10,00,000
Fixed charges 12,00,000
Interest charges 2,00,000
Tax 20%

By what % will EBIT increase if there is a 20% increase in sales.

Q4.

a) VN Ltd. Is commencing a new project for manufacture of electric bulbs. The following
cost information has been ascertained for annual production of 50,000 units at full

capacity:
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Particulars Amount per unit (%)
Raw material 15
Direct labour 12
Manufacturing overheads: 20
Variable 210
Fixed 210
Selling and distribution overhead: 3
Variable 2
Fixed <1
Total cost 50
Profit 10
Selling price 60

In the first year of operations expected production and sales are 38,000 units and 35,000

units respectively. To assess the need of working capital, the following additional

information is available:
I Stock of raw materials
II.  Credit available for debtors
II.  Credit allowable by creditors
IV.  Lag in payment of wages

V.  Lagin payment of overheads

3 Months’ consumption
12 Months

4 Months

1 Month

% months

VI.  Cash in hand and Bank expected to 350,000

VII.  Provision for contingencies is required @ 10% of working capital

requirement icluding that provision.

You are required to prepare a project statement of working capital requirement

for the first year of operation. Debtors are taken at cost.

b) What are different components of working capital? Explain.

¢) Explain the different types of working capital.

(12 Marks)

(6 Marks)

(9 Marks)

d) Explain the different types of dividend policy from the point of view of stability.

(9 Marks)

PT.O.
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Q.5.

a)

b)

d)

(=

(@

A company has issued equity shares which are priced currently at X126. The
investors required rate of return is 10% and dividend grows at 5% per year. Find
out the current dividend declared by company. (6 Marks)

A company declares a dividend of 26 per share every year. The investors’
minimum require rate on equity is 5%. The find the value of equity share.
(3 Marks)

How does diversification help in portfolio management? At which stage of
portfolio management process is diversification primarily implemented?
(9 Marks)
OR
Write short note on any two of following: (2*4.5 Marks)
I.  Forfeiting.
II.  Crowd funding.
[II.  Factoring,

IV.  Franchising.

The central government is selling a perpetual bond of 21,500 at 6% interest rate.
Should the investor purchase the bond?

I.  If his minimum required rate of return is 5%,
II.  If his minimum required rate of return is increased to 7%.

II.  If his minimum required rate of return is decreased to 4%. (9 Marks)

) it Ratm ¥ weat o =t e A 12% aifie wehdlg I W 320,000 & FEw fmm
3% I FRw & wEd, TR 3R AR 99 & 39 W fha ufdr v Bt (6)

) o & sregmtieres BT (Short-term sources of finance) T 87 FRAT HSTQI
(9)
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(1) et FviE (Liquidity decision) =T 3?7 AREAT QI (3)

et (OR)

(‘Ef) “SIT T JTTerhHeRTT (Wealth maximization) Tadl U fJhed 78l B, dfca o &
JifereHRTuT ((Profit maximization) & SETR AFES 31”7 &M & fRTHRT R &
& e & A @t == S (9)

(¥) s wera, it FRT ¥ 10% A FLUR & St R R 220,00,000 IR o 31 T8
wEAfa g2 8 foF R0 o1 e @ v el § forar wme, et s e
TE AEH 3R 1990 & Iq § forar wewm fRwa & wfw & worm Fvw (6)

(=) afed SiRkaw (Systematic risk) Tl IARER iR (Unavoidable risk) = FHel
T #7 SR il (3)

2. (&) v fofies feafoRag SMed wem &t 2
« YIS WA H HI q: 35,00,000
o EHEIMA qﬁ (Working capital) : ¥2,00,000

o U WIE T IYARN ST 5 99

ITART Sie & AT A A FERE q (Salvage value): 350,000
« ITNT ST B T § Ahe R T 260,000
+ 9g8™ (Depreciation) i fafer. Qe (Straight line)

o T G E 30%

e 3R FR ¥ g5t 3™ (EBDT):
° ¥ 1d 5 (W X): ¥2,00,000, 32,00,000, 33,00,000, 33,00,000, 34,00,000
°a ¥ 1¥ 5 (WA Y): %0, ¥2,00,000, ¥2,00,000, ¥4,00,000, ¥7,00,000

aRer el @ (IRR) & SMER WX i A AT @A T 8T ? (9)

P.T.O.



6347 8
(@) goft SAfET (Capital budgeting) & 3T AT G B ¢ GOl Safe ™l & Ui weeaqut
= ¥7 wren R (9)

Jar (OR)

(1) XYZ Ld & o fFefoRen s & 7 2

Ffradt I gon (100 WAF): 340,00,000

10% T AAR qait (Preference share): ¥5,00,000
. o 3R Iifery (Revenue and surplus): ¥5,00,000
« 10% TRs=R: %6,00,000

« YR =@ (Preliminary expenses ): 330,000

= 3R FR ¥ g8l A (PBIT): 35,00,000

« T W T 30%
. A WR A AR T4: 3125
JTERT T A it eIl ©
L it I fAfYr @ wfawar (Return on equity shareholder funds)
1L e it W gfdwel (Return on capital employed )
L ¥ AR 3 (Earnings per share)

IV. ¥4 3@ A (Price earnings ratio) (18)

3. (F) XYZLtd &% 31 91 2026 T F 9oiE e F IFTER TN T FRfeiad 8

. 3ferEdl IR T (10 wfw WR): 36,00,000
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« 15: ITAT IR Yo (%100 AT IW): 35,00,000

o giaenRa (Retained earnings): 31,00,000
« 15% =X (100 Wit f&=R): 6,00,000

« 15% TH A 32,00,000

SR SR

I R TR § T IgA qd: et IR @ 70, TG IR @ 398, o
@ 3941

I Use ¥ & fow ot ¥ 37 wi9 AR ot sfeadt o fean o, foa™ 10%
Tt gfg & IFT 2

[l SHART & &l = 30% =

& 74 (Book value) 3R TG A (Market value) T IUINT T ot 1 IRa
e A (WACC) &l 0T i (18)

ar (OR)

(@) TReTe AT (Operating leverage) F FEURIT H ARAT Fiforg ! I8 faa
I (Financial leverage) ¥ fre R 1 27 98 7t o] T aRemer <o
TN 58 YRR & SRaw it A o ) (9)

(1) FrafaRaa Ier ¥ aReew 3Aeq, fa<ia S9iem 3k ¥ged 3= (Combined
leverage) I IUET HISY

. fot (@ 100 wfT TR ): 360,00,000

« IRIAIT AR ( Variable cost @ 3100 i FeTE Al W H & T2 AR & AR
AT HIFAT): 710,00,000

P.T.O.
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« R 3o (Fixed charges): ¥12,00,000

=1 Yoo (Interest charges): ¥2,00,000

e HT: 20%

Ttz ot ¥ 20% it gfg Bt 2 @ EBIT ¥ foraw wivera &t gfg aem? (9)

VN Ltd foorelt & ool & fFeiior & forg ver =12 aiRaemn g% o @ 21 qut &mr
T 50,000 SHIZAl & G IR & folv AR @t WHER 50 YHR @

* Shedl Hlel: N5

o U HH: 02

. fafemior shoesm (Manufacturing overhead): 320 (YRac=a 10, Rer 10)
o fosht 3R faror steree: 23 (WRaeia 22, Rer 31)

« A AN I50 | A R0 | A T 260

A & T8 99 A AT IcureT 3R fae e 38,000 SehiEA 3R 35,000
TR 31 FEAA GO F ATIHRAT T JMehel T & forg FfeiRaa st
T B

L Fed WA I Eheh: 3 WA &t @ud

I &R (Debtors) & fog Iueteer &ise: 1.5 w6
Il &HeR (Creditors) SRT 39T Hisc: 4 HeA
IV. 910 & SFAE § @0 (Lag): 1 98T

V. AR & WAE § Q& 0.5 HEHAT

VI B ¥ e 3R & snfem: 350,000
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VIL 3ehfeReRarsti (Contingencies) & ol Wae: SRiEe qolt &l STawaehdl
10%1

T & B Y & forg e Ion i srazasdr S faerer dar e Iert

A R o W R (12)

(@) @R oot & fafeT Tew o 27 =men i (6)
Jar (OR)

(W) @A oot @ fafeT yeErl @ wwen Fifw) (9)

(¢) Ferar & e & @ AT (Dividend policy) & T Rl &t =amemn
Ffe (9)

5 (@) U@ & o fead wR W e F SEet aawe e 2126 21 Fewe @
TIIH UAhel R 10% B 3R AT 5% AT a9 o X F dgdl 21 Ho-1 gRT AN

TFA A T FAT (6)

(@) TH FHTRN W A 36 AT IR AA MU T 81 Fhract WAt a e

FEAFF R 5% B A WR A A AT FIC) (3)

(1) fafaeheror (Diversification) WEHIerar FaerT ¥ et Wag FHYdl & ¢ NS HIfRAT T

ke & fore w/or A e w7 @ fafdeieror @y forar S 27 (9)
ar (OR)

(a) Feferiaa & & fepedl a1 W Hfereq feoaoh fore - (2x4.5=9)

L RR®BRT (Forfeiting)
IL 13S wisT (Crowd funding)
Il eI (Factoring)
VL harefT (Franchising)

P.T.O.
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(¥) =g WEHR 31,500 F T TR &= (Perpetual bond) 6% TS &R TR 9 Tl 31 N
T =t 9t @de =y A

L IES AT aIF Afhel R/ 5% 7
Il JES AT A F TR R TEH 7% B A B 7

1L I A FEIAh Tkl X TCH 4% B Sl & 7 (9)

(500)



