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Instructions to thercandidates :
1) AlFguestions are compulsory. )

2) Figuresto theright indicate full marks. 7\
e 4

'\ >\§
Q1) Solveany five: ( T,' [5 x 2 =10]
a VWhat are the components of cash-#0w S@I%%ents?
b) Giveany two reasons for comp@:i. eisato merge.
c) What istrade-off theory in cépl)t:al sStructure?
d) Whichtwo factorsi nf'k}ér}t?e Dividend policy.
€e) What do you mean éy-ﬁortfolio restructuring?
f)  What arethetwo-objectivves of share buyback?
g) State any two cash management models.

h) «State any two financial distress predictors.

Q2) Solveany two : [2 x5 =10]
a WhatisLBO?Explainitsadvantages?
b) Explainindetail roleof Factoring in receivablesimanagement.

c) DefineDividend policy & what arethe factérs affecting it.
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Q3) @ From thefollowing balance sheet ason 31% March 2021 and 31% March
2022 of XY Z Ltd. you are required to prepare funds flow statement.[10]

Liabilities 2021 | <2022 | Assets 2021 202
(Rs) |7 (Rs) (Rs) | (Rs)
Equity share capital 3,00,000.14,00,000 | Goodwill 1,15000 | 90,000
Redeemable preference| 1,590,000 | 1,00,000 | Land & Building | 2,00,000 | 1,70,000
Share capita
General Resenve 40,000 | 70,000 | Plant 80,000 {2,00,000
Profit & L0sS 30,000 | 48,000 | Debtors 1,60,000,2,00,000
Prop0sad dividend 42,000 | 50,000 | Stock i(7,000 | 1,09,000
Creditors 55,000 | 83000 | Bills Recewable 20000 | 30,000
Billspayable 20,000 | 16,000 Cashlnhang§ 15,000 | 10,000
Provisionfor taxation | 40,000 | 50,000 Cashétls%\k 10000 | 8,000
6,77,000 8,17,039‘ v’y 6,77,000 | 817,000

£
U‘

Additiona information:

1)  Depreciation of Rs. 16; O(I) &-Rs. 20,000 have been charged on
plantand Land & Bwlcfng respectively in 2022.

i) A dividend of R éQ,Boo has been paid in 2022.
i) Income tax of Rs .35 000 ‘has been paid during 2022.
OR

b) 1) Following information is available from the bocks of paramount
Ltd. forthe yeariended 31st March 2022 :

).~ Total salesfor the year was Rs. 14,00,000:

II) Cash salesfor the year was Rs. 12,00,000.

I11) Rs. 8,50,000 were collected during theyear ffom debtors.
V) Sadary of Rs. 1,50,000 remained gutstanding during the year.
V) Company paid Rs. 9,60,000 t@ jts-Creditors.

V1) During the year, company paid in¢ome-tax to the tune of
Rs. 75,000.

Prepare cash from operating activitiesusing direct method.
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i)  Calculate EVA from the following information for the year ended
31 March, 2023.

Particulars Amount
(Rs.)

Average Debt 1500
Average Eduity 28,660
Profit aftertax before exceptional items 16,410
| ntenest afterdaxes 50
Cost of debt(Post tax) 7.72%
Cest of Equity 16.70%
Weightéd Average Cost of Capital (WACC) ¢ "1654%

>

2

Q4) @ ABC, [:td. has a share capital of Rs. 1,00,000 diy’%ed into shares of Rs.
1@-each. It has a major expansion program-€guiring an investment of
another Rs. 50,000. The management iscons'rd,eﬁ ng following aternatives
for raising thisamount : ' 6/ [10]

. Issue of 5,000 equity share§}5f Rs.~10 each
+ Issue of 5,000 12% préferénceshiares of Rs. 10 each.
. Issue of 10% debept es of ‘Rs. 50,000

The company present Egrr)mg BeforeInterest & Tax (EBIT) areRs. 40,000
per annum subjecttg tax’ @50%.

You are requiredto cal cul ate the effect of the above financial plan on the
earning per sharewhen::

)  EBIT.continuesto be the same even after expansion.
)=, “EBIT increases by Rs. 10,000.
OR

b))  An organization expects a net income of Rs. 1,80,000. It has
Rs. 1,50,000, 10% debentures. The equity. Capitatization rate of the
company is 12%. Calculate the valug of the firm and overall
capitalization rate according to the Met.lhcomeApproach (ignoring
Income-tax).

i) If the debenture debt increased toRs.2,00,000, what shall be the
value of thefirm and the overall capitdlization rate.
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Q5) @ From the following information supglied to you, determine the market

value or equity shares of a company as per Walter's Model : [10]
Earnings of the company Rs. 5,00,000
Dividend paid Rs. 3,00,000
Number of sharésoutstanding 1,00,000
Price-earning ratio 8
Rate of yéitirn on{investment 15%

Areyowsatisfied with the current dividend policy of the firm? If not,
whal should be the optimal dividend pay-out ratio in tHiS'case.

|
OR P
o
b) S3Ltd. has present Annual sales of 20,000 unltsét Rs. 150 per unit. The

variable cost is Rs. 100 per unit and the flxed ¢ost is Rs. 1,50,000 p.a
T'he present credit period allowed by, cgm |s 1 month. The company
Is considering aproposal to increzge theGredit period to 2 monthsand 3
months and has made following forecasts :

Credit Policy Exis;ing;'Poli'cy Proposed Policy
‘ y { ‘1 month 2 months 3 months

Increasein Sales™{ f' - 15% 30%

% of bad.debts 1% 3% 5%

Therewill.beincreasein fixed cost by Rs. 25,000 on account of increase
of sales heyond 25% of present level. The company plans on-a‘pre-tax
returnof 20% onvirAvestment in receivables. You are fequired io calcul ate
the most beneficial credit policy for the company. Assuime cash cost
method for finding out investment in Debtors &rrecaivabies.

VVVV
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