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Note : Answer any five questions. All Questions carry equal marks.
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Compare the objective of profit maximization with that of the wealth maximization.
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Define capital Budgeting and discuss the natures of capital Budgeting problem. Examine the need for
capital Budgeting.
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The following details relate to the two machines X and Y:
Machine X Machine Y

Rs. Rs.
Cost 112250 112250
Estimated life 5 years 5 Years
Estimated Salvage Value 6000 6000
Annual income after tax and depreciation:
| Year 6750 22750
Il Year 10750 18750
il Year 14750 14750
IV Year 18750 10750
V Year 22750 6750
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Overhauling charges at the end 4rd year Rs. 50000 in case of machine X. Depreciation has been
charged at Straight line method. Discounting rate is 10%, P.V.F. at 10% for the five years are:
Year 1 il ]| v Vv
P.V.F. 0.909 0.826 0.751 0.683 0.621
T e AR BT R wva ¢ g b e Wl @ g wnfee?
Using present value method, suggest which machine should be chosen?
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Define cost of capital. Explain its significance in financial decision making.
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The following data are Given in respect of equity share capital of a company:
Par value per share
Market value per share
Earning per share {EPS)
Dividend per share (DPS)
(Growing at 10% every year)




You are required to compute the cost of equity share capital based on:

1- Earning yield method
2- Dividend yield method
3- Dividend yield growth method
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(Particulars) (Note (Fig. of C.Y.) (fig. of P.Y.)
No.)
1 [ @war wa g1 (EQUITY AND LIABILITIES): . %.
Jferenfal @ P (Shareholders fund):
JHAT 3iY Yoi(Equity share capital) 60000
ufeRa 3T (Retained Earnings) 20000
R—are], MA@ (Non-current Liabilities):
10%EdTe T (10% Long-term debt) 80000
T, SR (Current Assets) 40000
e (Total) 200000
2 | wHafcaai (ASSETS):
iR =6l GRAfTAl (Non-current Assets)
T FHfeadn (fixed Assets) 150000
Tol GHfeTdl (Current Assets) 50000
gl (Total) 200000
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The company’s Total Assets turnover ratio in 3, its fixed operating costs are RS. 100000 and its
variable operating cost ratio is 40%. The income-tax rate is 30% calculate different types of leverage

given that the face value of the share is Rs.- 10.
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What is the meaning of capital structure? Explain the theories of capital structure in brief?
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Explain the different types of policies of dividend distribution under what condition stock dividend are

paid by companies?
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What is the meaning of cash Management? Also discuss the factors affecting level of cash?
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The following information’s are made available to you in respect of material X:

gﬂ@ﬂié?l ATHT— 1800 SPISAT (Re-order Quantity)- 1800 units)
gAaIRY 3afi—4 A 6 AT (Re-order Period)- 4 to 6 weeks)
SR SUENT—450 SHISAT U4 F@TE (Maximum Consumption-450 units per week)

AT SUAT—150 IHIEAT TR FETE (Minimum Consumption-150 units per week)
f=fRad @7 TOFT HITY— (Caleulate the following):

g MY WR (Re-order Level)
gATH WX (Minimum Level)

IfVHTH R (Maximum Leve!)
39T ®R (Average Level)




