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Instructions : (1) Figures to the right indicate marks.
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(2) Answer all the five questions.

Explain in detail the weighted average cost of capital. 10

A company issues 10% debentures of 5 years maturity. The face value of the
debentures is ¥ 100 and its issue price is ¥ 96. The company pays ¥ 2 as floatation
costs per debenture. If the tax rate is 50%, compute the after tax cost of debentures.

What would be cost of these debentures if they are irredeemable ? 10
OR
“Traditional approach is an intermediate approach between the net income
approach and net operating income approach” Explain. 10
Following information of Rinku Ltd : 10
Equity share capital (X 100 per % 4,00,000
share)
Reserve and surplus ¥ 2,00,000
12% Debentures of ¥ 100 each 3 4,00,000
Operating profits (EBIT) T 2,00,000

The market price of equity share is ¥ 120 per share and debenture is ¥ 90 per
debenture. Income-tax rate is 40% Find out

(i) What is the earning per share (EPS) ?

(i) What is the percentage cost of capital to company for the debenture funds and
equity funds ?

As a Financial Manager, when you will use Financial Leverage ? Explain with
illustration. 10

Describe critically Modigliani-Miller approach to capital structure. 10
OR
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(@) Discuss factors affecting capital structure. 10

(b) Information of Nikki Ltd. : 10
Total production in units (nos.) 50,000
Fixed cost ¥ 80,000
Interest < 50,000
Tax rate 40%
Selling price per unit 340
Variable cost per unit T30
Number of equity shares 18,000
Calculate :

(i)  Operating Leverage
(i)  Financial Leverage.
(iii) EPS
(iv) EBIT

3. Attempt any two : 20
(i) Discuss factors affecting working capital.
(if) Discuss the utility of cash budget as a tool of cash management.

(ili) What is optimum credit policy ? Distinguish between liberal and strict credit
policies.

(iv) Describe objective of maintaining inventory.

4. (@ Which practical problems have to be considered in making dividend decision ?

Explain. 10
(b) Explain the benefits and limitations of Leasing. 10
OR
(@) Explain the kinds of dividend. 10
(b) Distinguish between Financial Lease and Operating Lease. 10
5. Write notes on any two : 20

(i) Gordon model

(i) ABC method of inventory control
(iii) Sources of working capital

(iv) Cost of Debts

XB-116 4



	XB-116 
	March-2013 
	M.Com. Part - I 
	XB-116 
	March-2013 
	M.Com. Part - I 


