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PART. A
a-l \qJgl I - c^l

Answer any Three questions. 15 Marks each.

Sdnd oJndoaddo dlod> €ddrlgri w{ol. den 15 uodrl$c.

Q/) Darshan Company is considering an Investment proposal to install a new

\fachine which would cost Rs. 20,00,000. The life of the Machine is 5 years

sith no salvage value. The company's tax rate is 30Yo. The estimated net

income before depreciation and tax are as follows.

Year

I

2

a
J

CBDT (RS.)

4,40,000

5,20,000

5,80,000

6,40,000

10,00,000

4
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30622
Compute:-

a) PaYback Period

. b) Average rate of return

c) NPV @ l0% caPitalisation rate

M-8687

d) PI at l0o/o

(Note:- P.v. factor of Re. l't@ lO% p.a. for 1 to 5 years are 0'909 , 0'826,

0.751,0.683 &0.62r)

ddror dod&o$o dJa. 20,00,000 d z'od) dra! o$o$d$* ee9dGie)
5 ddrrldod: d:dl d€obedo$)
€. 30d dorl oor.lo$gd. nddq d>E
eoo"dietoRd.

ddr el6"o$ (dra.)

t 4.40,000

4

5

d:eOd adddgod

5,20,000

5,80,000

6,40,000

10,00,000

fodg odQ

dede dd

:l) de. 10 uodaaeeddeo dddg dfgd eCS dPe,:,

e) de. 10 uodao9eddeo dddg etoqtood iozorodilddro OdrO:r.

(drazsd : do. 1 d+ dFgd dfoe.:, eroddsr de. 10 d uoduogeddeo dddg
1 ood 5 ddrrlsi O.gOq, 0.8i6,0751, 0.683 $dl 0.621 undr{d.)
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30622
Q2) Following information is available inrespect ofthree companies

HSN. Ltd. HNP. Ltd. SKP. Ltd.
K

,f
E(Rs.)

r5% t5%
20% 15%

20 20

Calculate the effect of dividend payout on the price of the equity shares

under walter's model if dividend payout ratios are

a) 0%
b) 20%
c) 40%
d) 80%
e) 100%

dlod: dod0rlgrl iouoQ:rdod dr dddod dob.9 ed6Od:gd.
HSN. Ltd. HNP. Ltd. SKP. Ltd.

K
r
E(do.)

l(7r preference shares

15% Debenture

rs%
20%
20

L5%

rs%
20

The market price of equity share is Rs. 20.It is expected that the company
will pay dividend of Rs. 6 per share and growth rate is 9o/o forever. Assume
tru(rate is30Yo
Comptrte:-
a) Weighted average cost of capital for existing capital structure
b) New weighted average cost of capital if the company raises an additional

capital in the form of debentures Rs. 10,00,000 @ I2%. This results in
increasing the expected dividend to Rs. 8 per share, growth rate remains

unchanged but the share price will fall to Rs. l5 per share.

M-8687

rs%
r0%
20

$%
rc%
20

24,00,000
* 16,00,000

erosyood Arod>d ddOocroA xodod, ded>rl$ ziej d>eenrbd doae$d$4
a"%q dodoo$fl dddod etozlood ddrlgri dod>&GoeoO.

o) 0%
E) 20%
,1) 40yo

A) $V/o

a) IOU/o

gJ) KonxftLimited has the following capital structure.
Equityshne capital (4,00,000 shares of t10 each) 40,00,000
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30622- Bg* dod0o$ uodao$d !.dtrd dr E$dodo8d.
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xedro;3, ded: (4,00,000 dedrlq;b dro. 10 dod)

102 udrao ded>rieic

15Y, xoe.:ddd$)

lav\J 9.

40,00,000

24,00,000

36,00,000

xodnd, dedrls dod>drA aJeJ dro. 20. dod&o$ 5[!d *rpo?d 5iS deori

d.;a. 6 a$E dedd q dod ddo$0d)dod> ap&!enoud:. dorl dd de. 30

erR&dd. dr dsnddd9$4 dd* oaEo.

a) dfgd e^lodaad coerid $e'Od ioaio uodm* daf'

E) dod0oil dto. 10,00,000 dz3idO alodaasd$4 6e. l2N d roe-tdgpl9

drne.:d ddobdoqd eroegood{ de deori dn. 8 d+ dqdd?d,
dsdrdd dd udenrtfuogdod" d>E deod dej do. ls E* neoS:r{dod:

8p-oa$ dodoo$ d.ron iooio alodaog d4d$4 dod> badoo.

e4) SwagathCo. Ltd. belongsto ariskclass forwhichthe appropnatecap\talisation

rate is IO%.It currently has outstanding 5,000 shares at Rs. 100 each. The

firm is contemplating the declaration of dividend ofRs. 6 per share at the end

of the current Financial year. The company expects to have a net income of

Rs. 50,000 and the proposal of making new investment of Rs' 1,00,000'

Show that under M.M. Hypothesis the value of the Firm not affected when.

1) Dividend is Paid

2) No Dividend is Paid.

efs' dodO Oo$tudd d* qJo$ do:6go$D de. 10 e^lodaoeeddeodQd.

qb drgd d.n. 100 d 5,000 ded:rl9{ dnood. zsoO deotoil ddrd
uodrd$-4ie deorl drD. 6 uozpood Oede-:r en:de$lennd. * dod0ol>

d,to. 1,00,000 drDd doad o3oeasd

eoo"B) droGddd. oo. ao. dd
iodo$ dPe.r"d d:eej domd>

Q?)
1) ena;nod OeGoorl

2) enzgood 0edoo'ood

e5) What are the factors which determine the dividend policy of a company?

a-od: no{o$ enqood md9o3r$* &droti:d eroddqrudd?
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30622
PART - B
zrorl - a

Answer any Two questions. 10 Marks each.

o3n{ooddo add: dddiigrt w{oft. den 10 erodrlq;b.

M-8687

QA The following Information relates to two companies M Ltd. and N Ltd.

Particulars

EBrr ({)

Interest ({)

Cost of Equity (Ke)

M. Ltd.

2,50,000

50,000

12%

N. Ltd.

4,00,000

. 1,50,000

17%

The cosr of debt is 1,2o/o. Determine the value of the Firm and cost of capital

under NI approach.

M i,coss s?j N od)tud odd> dodooS: zJod;'od

M Oo$ard

dro. 2,50,000

d.ra. 50,000

dr d9dod8d.

N &o$aDd

do. 4,00,000

d-o. 1,50,000

Sddtqr

uB a$d doii eo€i =oc3:@-.

zuG€

xodod, deoi3 z:cdmd d{ (Ke)

Foe dgd d?d 6e. 12. dod0o3: dmdldrA
z,JeJo$$* NI aqodd girad doGbGobo.

l2o/o

q{,.1 a$eb
.,0

t7%

zuodaro$ ddd

-t-
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30622 M-9697
Q7) A project cost Rs. 80,000 and is expected to generate cash inflow of

Rs. 25,000 annually for 5 years. calculate IRR of the project.

[Note:- Pv ofAnnuity ofRe. I for 5 years at I4Yo is 3.432and at 18% is 3.1271

ocd> ddril$ drldr e.gdoobO8
. oSoeetdo$ epodod gienel ddd$d

tdJaaJd :- do. I d de. 14 aerlo de. t8 dddel ad> ddrdg ddod dfoe.:,
3.432 abd) 3.127 sncbqdl

Q8) Briefly explain the techniques of Capital Budgeting.

e^lodaaS uo$dro$d dogfiS$o iof,daoR adoft.

Q9) Exprain the factors which influences the capital structure.

uodaa9 daJdo$ dleei domaa$ sredrd eroddlabo ado&.

PART. C I

eyorl - :r

Answer all questions. 3 Marks each.

ae4 gidnrlgrl erudO:r. dero 3 erodilgt.

Q10)A 10 years { 200 debentures of a Firm can be sold for a net price of t190.
The rate of interestis l2Yo p.a., and the debenture will be redeem eble at 5%o
premium on maturity. The tax rate is 30yo.

Compute after tax cost of debenture.

do. 200 d l0 ddr udeoSl xoe.:dgfi9$* tu. 190 OCg aJejri dodudrd.
*dd aJqdd ao&rd de. 12 a$6 roe,:odrdo de. 5 dz$giod aod.gBenrbdd.
de. 30 dod ddde)

Cv)
dorloloe dd me.rdg dzid$4 dod>&Eoero.
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D
QLl)Explain f,+c '

?*o dso odotu.
P

(g(% R)ER)

Ql2)Wtite a note on optimum capital structure'

'id>doeod uodaad Ooori'd ?J{ $*td udocoo'

Ql3)Whatdo you mean by over capitalisation?

aog ADeod alodaa9eddeod edF OeA'

QlOWnte a note on

'zSoedxt ded>'

'Bonus Shares''

rtd u{ ${t6 a:doooo'
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