Roll No. ...covvvvvvvvvrriinnnns Total Pages : 9 3. Explain the theories of designing dividend policy

9897/NJ in detail.

4. What do you mean by cost of Capital? Explain

F-48/2110
how would you compute the weighted average cost
CORPORATE FINANCE of capital?
Paper-BC-506 5. Explain various factors affecting capital structure

decisions of a Company.
Semester—V

6. Discuss the various methods that are used for
(Syllabus—Dec.-19)

estimating working capital requirments.

Time Allowed : 3 Hours] [Maximum Marks : 70
7. ABC Ltd. has the following capital structure and
Note : Attempt any four questions. All questions after-tax costs for the different sources of funds
carry equal marks. used :
1. Critically evaluate the financial goal of wealth Sources Amount Proportion After-tax
maximization in detail. (Rs.) (%) cost (%)
Debt 1500000 25 5
2. What do you mean by leverage? How leverage
Preference Shares 1200000 20 10
affects the profits of the firm? Illustrate your answer.
Equity Shares 1800000 30 12
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Retained Earnings 1500000 25 11

Total 6000000 100

Compute the weighted average cost of capital

The details of two companies are mentioned below:

A Ltd. B Ltd.
(in Rs. Lakhs) (in Rs. Lakhs)

Sales 500 1000
Variable Costs 200 300
Contribution 300 700
Fixed Costs 150 400
Profits before 150 300

Interest and Tax
Interest 50 100
Profit before tax 100 200

Compute financial, operating and combined

leverage for the two companies.
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The following projects are considered by the

company, expected to generate the cash flows as

under :-

Projects Co C1 C2 C3
A -10000 10000 - -
B -10000 17500 7500 @ -
C -10000 12000 4000 12000
D -10000 10000 3000 13000

Rank the projects according to each of the following
method:

Payback and NPV assuming discount rate of 10

percent.

The present value of Re. 1 at 10 percent rate of

discount it :
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Year

9897/NJ/622/W

Present Value @ 10%

0.909

0.826

0.751
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6. aH TG Uit I3t T wgHs BT IJEh A Ltd. B Ltd.

Tadmt At fefds fedtmt o3 wgwr o<l (in Rs. Lakhs) (in Rs. Lakhs)
. Sales 500 1000
7. ABC Ltd. €t fovs Ut =39 31 fefds mast _
= Variable Costs 200 300
3 -8‘ a e 5 @ = Contribution 300 700
foue wgrag 31 Ut &t Weighted MRS T3 Fixed Costs 150 400
T U3 FE Profits before 150 300
Interest and Tax
Sources Amount Proportion After-tax
Interest 50 100
(Rs.) (%) cost (%)
Profit before tax 100 200
Debt 1500000 25 5
Prference Shares 1200000 20 10 9. duat fovs ymaet 3 fegd aodt J, fagh
Equity Shares 1800000 30 12 3 foHs »@Ad Cash Flow & Siw dist #iet
Retained Earnings 1500000 25 11 Gl
Total 6000000 100 Projects Co C1 C2 C3
8. € dushi @ 292 fous wigHd Is feg Saf A -10000 10000 - -
it o B ﬂ, GuIfs ™3 f_ (Combined) B -10000 17500 7500 -
f=3 o umr G C -10000 12000 4000 12000
D -10000 10000 3000 13000
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yRaet & gda fows fedt wigrg wonrdet
(rank) dd:

Payback @ NPV 10% 923t Hae d¥

10% €t €9 &% 93t € TI3HS H& 1 g
31

A 10% T3 &% TIIHS HS
1 0.909
2 0.826
3 0.751
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