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Instructions:

1. Attempt all questions.

2. Make suitable assumptions wherever necessary.

3. Figures to the right indicate full marks.

4. Use of simple calculators and non-programmable scientific calculators are permitted.

Q.1 Explain following terms in brief
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Optimum Cash Balance
YTM

Cumulative preference shares
Rule of 72

Temporary Working Capital
Opportunity cost of capital
Interim Dividend

NoabkowhE

In long run Wealth maximization objective is always superior to Profit maximization
objective — Do you agree with this statement? IF yes, Justify the answer with suitable
example.
Mr. Har will receive Rs. 5,000/- from bank every year for next five years. Bank offers
interest rate @ 10%. Find out the present value of the total amount.

OR
Discuss the Debentures as a long term source of financing. Also discuss types of
Debentures.

Hirva auto Ltd. has currently outstanding 25,000 Shares selling at Rs. 100 per each. The
company is expecting to have net income of Rs. 2,50,000 and considering to pay dividend
of Rs. 5 per share at the end of current year. The company has a proposal for making new
investment of Rs. 5,00,000 for next year. The capitalization rate for the risk class of this
company has been estimated to be 10%. Assuming no taxes, answer the following
questions under MM Assumptions.

1. What will be price of share :
e If Dividend is declared
e If Dividend is not declared
2. How many new shares to be issues by the company if dividend is declared and if
Dividend is not declared.

Discuss the factors affecting to the Divided distribution decision from the view point of
Company.

OR
Discuss the MM approach of capital structure theory with suitable example.

Calculate Operating leverage, Financial leverage & Combine leverage by using following
details
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Particular Amount Rs.
Selling Price per Unit 200
Variable Cost per Unit 120
Fixed Cost 20,00,000
Interest on Debt 12,00,000
No. Units Produced 1,20,000

Q.4 (a) Prepare the Cash Budget for the Months of May, June, July — 2023 on the basis of 07
following information.

Mfg. Office Selling
expense | expense | expense
March | 60,000 36,000 | 9,000 4,000 2,000 4,000

April 62,000 38,000 | 8,000 3,000 1,500 5,000

May 64,000 33,000 | 10,000 4,500 2,500 4,500

June 58,000 35,000 | 8,500 3,500 2,000 3,500

July 56,000 39,000 | 9,500 4,000 1,000 4,500

Aug. | 60,000 34,000 | 8,000 3,000 1,500 4,500
Additional information:

1. Cash balance on 1/5/2023 was Rs.8000.

2. A plant costing Rs.16000 is due for delivery in July, payable 10% on delivery and
the balance after 3 months.

3. Advance tax of Rs.8000 is payable in the months of March & June.

4. Period of credit allowed

e By suppliers — 2 months

e To customers — 1 month
5. Lag in payment of wages and mfg. expense. — 122 month.
6. Lag in payment of office and selling expense. — 1 month.

Months | Sales | Purchase | Wages

Q.4 (b) Define the working capital finance policy with suitable example. 07
OR
Q.4 (a) Discuss the factors affecting to the working capital requirement by taking the example of 07
D-Mart.
Q.4 (b) Discuss the concept of capital rationing with suitable example. 07

Q.5 Reyansh Corporation wants to invest Rs. 2,00,000 in the project with the life of 5 Years with no
salvage value. Company uses straight line method of depreciation and prevailing tax rate is 50%.
The estimated Cash Flow before depreciation and tax (CFBT) from the investment proposal are

as follows :
Year CEBT
1 80,000
2 70,000
3 60,000
4 50,000
5 40,000
(a) Find out the payback period of the project. 07

(b) If company cost of Capital of 10%, what will be NPV of the project and what you advise, 07
whether the company should undertake above project or not.
OR
(a) Find out Discounted Payback period of the Project, If the Cost of Capital is 10% 07

(b) If company’s cost of capital is 10%, calculate the Profitability index and state your 07
decision on acceptability of the investment proposals.
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