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Partrculars !Es

Pald up Capltal (1,00, OOO equity shares of Rs.10 each 110,00,000
,2,500, 12% Preference shares of Rs.100 each '2,50,000
| 1000 debentcres (14%) cf Rs. 1A(‘)0‘ each — ‘i 1,00,000
Mortagage lcan @1é% ‘ k 1,50;000
rGeneraI Reserve ' 75,000
‘Share Prermum | 50,000
Reserve for Contmgencres 25 000
Net proﬁt before Interest and Tax 2,74,500
Frctrtrcus Assets 25,000
Tax rate is 20% of Net Prof' t o

Part C

20. The following information is available in respect of A Ltd:

Earnings per share Rs.10/-
Cost of capitai 10%

Iii. Answer any Two questions. Each question carries 5 weight

19. Explain financial and operating leverage in detail along with their advantages and disadvantages.

(2x5=10)

Find out the market price of the share under different rates of return, (r) of 8%, 10% and 15% for different payout

ratios of 40%, 80% and 100%

21. Atrader whose current sales are Rs. 15 lakhs per annum and average collection period is 30 days wants to

pursue a more liberal credit policy to improve sales. A study made by a consutant firm reveals the following

rnformatron

Credlt pollcy Increase in coliecﬂon [Period Increase in sales (RS)
A 15riays WSO,OOO — T
B |[odays  [90,000

c B 45 days 150 000

D ‘ VGOdays - 180 000

E Thodeys  [2.00,000

The selhng price per umt is Rs 5. Average cost per unrt is Rs. 4 and vanab!e cost is Rs. 2.75. The required rate
of return on additional investment is 20% Assume 360 days in a year and also assume that there are no bad
debts Which of the above policies would you recommend for adoption?

22. Altd. has the following two options:

[MACHINEA MACHINE-I
Cost of Macmne Rs 448,000 1,26,000
ere of Machrne ’“ ‘5years o |8 years
Sales wleaoocoo T HRsSOOOOO “‘
cosrs - TRe. ~ |Rs ]
Material T 1,00, ooo 1,00,000
Labour - “;24 ooo ‘ 'k1,'2>6,’bco N
Vanable overheads | 48 000 740 000

Compute and compare both mvestment optrons under Pay Back Method and Average Rate of Return(ARR)

method.



