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(2) 

Section-A 

( ' . 

(Very Short Answer Type Questions) 

(~~~lf~) 
Ans~cr all the five questions. Each 

question carries 3 marks. Very short 

answer is required not exceeding 7 5 

words. 3x5=15 

0 

3 ~ cnT i I ~ 75 ~~ ~ '3lfc, ~ 

'3-rj{ ~ % I 
l. What is meant by fair capitalization ? 

~ i'3ilcf5{0 1 ~ cF1T (3TT~Tl{ ~? 

2. What do you understand by Stock 

Exchange? 

ffi;q fcl~'il{ -« '3Titf cF1T ~'i$ltl i? 
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3 • Distinguish between historical return and 
total return. 

Q~~iftich ~till~ ~ ~ ~till~ if \ti~{ 

~6c. c:6l~ct I 

4. Explain 'interim dividend'. 

'\j-f.=tjRJ.t R~T' c6l° ~i:f$11~~1 

5. What is the concept of time value? 

fli:t~ ~ q31" ~ '3lc-l~n<0 1, mm~? 
Section-B 

~U,5-if 

(Short Answer Type Questions) 

(~ '3-d{I~ ~) 

Answer any two questions out of the 
following three questions. Each question 
carries 7½ marks. Short answer is 

required not exceeding 200 ,vords. 

7½x2==15 
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~9~f@tj ~ ll~ if ~ ~ m ~~ ~ 
'3-q{ <fl~({ I ~ ~~-;=r 7½ '3ffl cnf ~ I 

~~ 200 ~~ 11 WI '311{ ~ ~ I 
'-:.J 

6. Calculate operating, financial and 

con1bined leverages from the following 

. information : 

f,-)9Rif{sl~ ~ "« qf~_tjl(r11·, ~-d)q '3TR 

~ '3"rj1(i11f c6t '1°111 cfil~ct : 

Total assets 

Total assets turnover ratio 

Variable cost on sales 

Fixed cost 

· '{~ <!il'lct 
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Rs. 30,000• 

2 times 

60% 

Rs. 10,000 



(5) 

Capital Structure I Plan (Rs.) II Plan (Rs.) 

~ {t;jtjf 

Equity share capital 30,000 

fl 'itll '3l~T ~ 

10% Debentures , 10,000 

10% 3li0 19?f 

10,000 

30,000 
' 

7. What do you mean by working capital ? 

How would you determine the working 

capital requirements ? 
ffi~fRr ~ -« ~ ~ ~l-1$18 ~? ffi~fRr 

~ ctt '3Wf~llcbc11'311° cnT '3Wl ~ ~chi{ 

f1ffl ffl? 

8. Define capitalization and explain i{s 

theories. 

i'5flcfj(OI ctt . ~ ~ ~ ~ 
f'B~r;Jf ctt &ll@.li et)fJt({ I 
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Sectlon-C 

(clOg-"6° 

(Detailed Answer Type Questions) 

(~a-a{)~~) 
Answer any th,ee questions out of the 

· following five questions. Each question 

carries 15 marks. Answer is required in 

detail. 15x3=45 

~9fB:if€1 a ~ ~~";fl if "B ~ ~ ~~-;u c6 

'311{ eJ~~ I ffi ~~-;, 15 '3ffi c6T ~ I 

~ '311( ~~I 
. 

9. What do you 1nean by primary market? 

Explain the eligibility guidelines for this 

market issued by SEBI. 

~l~ftlcn csll'!II{ ~ ~ -'31T~Fi ~? wfr &1(1 ~ 

. afl\iif{ cb'r 1.ll•~ctl cf; ~ '1fRt ~lT-~~TI epT 

ffl~, 
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l 0. The following details relate to the two 

machines X and y : 

m lf~lRl x ~ v ~ tt~f;trc; fqq(O) ~ 

~cfjf { i : 

Cost 

Machine -X Ma-chine-Y 

Rs. 56,125 Rs. 56,125 

(1Pkt 

Estimated life 

'3ij/il~d ~ 

Estimated salvage 

value 

5 years 5 years 

Rs. 3,000 Rs. 3,000 

Annual income after tax and depreciation: 

cp""{~IDtf cf>~·~: 
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Year Machine-X Machine-Y 

(Rs.) (Rs.) 

I 3,375 11,375 

II 5,375 9,375 

III 7,375 7,375 

IV 9,375 5,375 

V 11,375 3,375 

Overhauling charges at the end of 3rd 
year is Rs. 25,000 in case of Machine-X. 
Depreciation has been charged at straight 
line method. Discounting rate is 10%. 

ll~Trl-X ~ ~ 9tf ~ '3Rf ~ ,Ji1c1<t?fRi41 n 

. tjl&ifl 25,000 ~. it tft~ ~ q<@.tf1 ~ ~ 

colc.l 1rU i I cpt,ct) cf3T ~ 10% ~ I 

P. V. F. at 10% for five years are : 

1 o¾ cfj~tft ~ ~ ~ qtij c6 ~ qd'f11 

~ cf51{cf5 ~ : 

Y car : I II III IV V 

P.V.F.: 0.909 0.826 0.751 0.683 0.621 
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11. A company was recently formed to 

manufacture a new product. It has the 

following capital structure : 

~ ~ ~ \3i;ql~1 ~ ~ cfil-tl.fl cfiT 116.=t 

ffi ~ if ~'3:rr \!lll ~flcfil ~ cJ;jtjl f.19 
~cf;I{ ~ : 

(i) 9% Debentures 

(ii) 7% Preference Shares 

7% ~~chi~ '3i~T 

Rs. 

6,00,000 

2,00,000 

(iii) Equity shares (24,000 shares)6,00,000 

tP·k11 ~~T (24,000 '3t~T) 
(iv) Retained earnings 4,00,000 

'Iotal / ~ 18,00,000 
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l 'hc 1narkct price of equity shares is Rs. 40 . 

. A dividend of Rs. 4 per share is proposed. 
The company has marginal tax rate of 
25% and personal tax of shareholders is 
30%. Compute weighted average cost of 
capital for the company. 

qjiq..ft c6 fP·k11 '3l~lf cnT cillGil{ ~ 40 ~. 

~ '3l~T ~I 4 "6. ~ '3l~T cnT ~~T Q«4ffqc1 

~ ~ ~I cbU44l c6 ~ ~ en{ cfit ~ 
25% ~ ~ '3l~T\qff<~ cnf ~fck-Plc1 en{- -

~I~~ 30% ~I qjiq;f} ~ ~ ~ cfit 
~l{~c@ '3lIBcf ~l~lc1 ~ ctl~ct I 

12. Z Ltd. belongs to a risk class for which the 
appropriate capitalization rate is 10%. It 
currently has outstanding 50,000 shares 
of Rs. 10 each. The firm is contemplating 
the declaration of dividend at Rs. 0.60 per 
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share at the end of the current financial 

year. The company expects to have a net 
. 
income of Rs. 50,000 and has a proposal 

for 1naking ne"v investment of Rs. 1,00,000. 

Show that under the M. M. hypothesis the 

payment of dividend does not effect the 

value of the firm. 

Z ~ - '31)ftsl9 ~ B ~~PtIB i fGi~c6) '3~d 

i~cfj{Uf ~ 10% ~I qcl9['1 if ~ 50,000 

~~T ~ ~ 10 ~- mtf '3l~T qz ~ ~ ~I 

~ crrt ~ ~ if c6P44l cnr 0.60 ~- mer 
~~T ~~T Etl~cf ~ cfil fcltjl { ~I cfj~~l 

~ 50,000 ~. ~~ ~ c6J" W-1ilcF1I ~ ~ 
v 

1,00,000 ~. c6 ~ fq~q",'51'1 Q~lct ~I 

~. ~. qftcBC!9'11 ~ . '3-ljtll { est di~~ f4' 

~~T ~~lc11'1 cnf ~ c6 ~ q-{ ~ ~ 

~ qga1 I 
• 
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13. What is Business Finance ? Explain the 

traditional and modern approaches of 

finance functions of business. 

~lqtilf"4ch ~ cflrT ~? ~lqflfflicb ~ ffl 
~ q{"-l{l'lt1 ~ ~ ~ cfil 
ti9$ll~lt I 

NEP-5073-12 
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